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B1 | Health care systems and approaches to 
health care

Introduction
An estimated 30,000 children die every day, mainly from preventable and 

easily treatable causes (Black, Morris and Bryce 2003). Millions of people do 

not have access to health care because health care systems in many countries 

are either non-existent or moribund. In many countries in Sub-Saharan Africa 

and in war-ravaged countries such as Afghanistan, health care systems are in 

a state of collapse. Life expectancy in two regions, Sub-Saharan Africa and 

the republics of the former Soviet Union (FSU), is deteriorating. In the FSU, 

although health status and health care systems are better than in Africa, health 

status is deteriorating at the same time that health care systems are struggling 

to ensure universal access to care (Box B1.1). In middle- and high-income coun-

tries, health care systems also struggle with widening disparities in health and 

health care consumption; uncontrolled rises in health care costs; profit-driven 

inefficiencies; and a deterioration in trust between citizens and providers. 

Instead of focusing on particular diseases or issues such as HIV/AIDS, ‘men-

tal health’ or ‘child health’, this chapter is focused on developing an agenda 

for health care systems development. In doing so, it advocates looking back 

to the 1978 Alma Ata Declaration on Health (WHO/UNICEF 1978) and the 

pledge made to achieve ‘Health for All’ through the Primary Health Care (PHC) 

Approach. 

The principles of the PHC Approach are as relevant today as they were 

nearly 30 years ago and provide a guide not just for the organization of health 

care systems, but also for how health care systems should act as an engine for 

promoting health and development more generally, and as an instrument for 

promoting equity and empowering the poor. Section 1 of this chapter reasserts 

these principles. 

Section 2 goes on to explore how the principles of the PHC Approach have 

been undermined by various policies and events in five thematic areas: 

1) macro-economic factors; 

2) health sector reform, neoliberalism and the commercialization of health 

care; 

3) ‘selective’ health care and verticalization; 
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4) selective and efficiency driven cost-effectiveness analysis; and 

5) public sector failures. 

It would be impossible to provide a detailed chronological or historical ac-

count of how health care systems have been undermined in recent decades, 

not least because the ways in which health care systems have developed or 

deteriorated have varied from country to country. However, the wide-ranging 

factors and policies that have undermined the PHC Approach are discussed 

so as to produce guiding principles for health care systems development in 

the future. The chapter then sets out in section 3 a case for the central role of 

governments and the public sector within health care systems, and concludes 

by outlining an agenda of principles and priorities for the revitalizing of health 

care systems in section 4. 

1 Remembering Alma Ata and the Primary Health Care Approach
The Alma Ata Declaration, sponsored by WHO and UNICEF, arose from the 

observation of failings in health care systems, as well as the positive results 

from health programmes in countries such as Nicaragua, Costa Rica, Guate-

mala, Honduras, Mexico, India, Cuba, Bangladesh, the Philippines and China 

(Commission on the Social Determinants of Health 2005). The term ‘Primary 

Health Care Approach’ came to be associated with the health care elements 

of the Declaration and can be summarised as follows:

• First, it stresses a comprehensive approach to health by emphasizing ‘up-

stream interventions’ aimed at promoting and protecting health such as 

improving household food security, promoting women’s literacy and in-

creasing access to clean water. This places a greater emphasis on preventive 

interventions and counters the biomedical and curative bias of many health 

care systems, and promotes a multi-sectoral approach to health. 

• Second, it promotes integration – of different clinical services within health 

facilities, of health programmes and of different levels of the health care 

system. This recommendation was partially in response to the limitations 

of ‘vertical’, stand-alone disease control programmes and to the observation 

that hospitals in many countries were not adequately involved in strength-

ening primary-level health care.

• Third, it emphasizes equity. This recommendation would, for example, aim 

to correct the neglect of rural populations, as well as socially and economi-

cally marginalized groups, within many health care systems. 

• Fourth, it advocates the use of ‘appropriate’ health technology, and health 

care that is socially and culturally acceptable.
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Box B1.1  Countries in decline – health and health care in Africa,  
the former Soviet Union and Afghanistan

Life expectancy in many Sub-Saharan Africa (SSA) countries has now 

dropped below 50 years. Much of this is due to HIV/AIDS, fuelled and 

compounded by high levels of poverty, food insecurity and conflict. While 

the burden of disease has been increasing, health care systems have been 

deteriorating. The best evidence of this is stagnating or decreasing rates of 

child immunization and maternal mortality – two indicators that are par-

ticularly sensitive to the functioning of health care systems. Immunization 

coverage rates peaked at 55% in 1990 and stagnated throughout the 1990s. 

By 2000, only 53% of children in the SSA region were immunized against 

diphtheria, tetanus and whooping cough (WHO, UNICEF and World Bank 

2002). Of 41 SSA countries, only six had maternal mortality ratios of less 

than 500 per 100,000 live births in 2004 (UNFPA 2004). In 35 countries, at 

least one woman died for every 200 live births. Seventeen countries had a 

maternal mortality ratio of 1000 or more – one death per 100 live births. 

In 12 countries, the maternal mortality ratio worsened between 1994 and 

2004 (UNFPA 2004, WHO, UNICEF and UNFPA 2001).

In all 15 of the new republics of the former Soviet Union, life expectancy 

at birth fell between 1990 and 2000. Although there are several reasons for 

this reversal of human development, an underlying problem has been the 

effects of post-Soviet political and economic change upon the health care 

systems of these countries (see: http://www.ghwatch.healthformersoviet 

union)

More than 20 years of conflict have contributed to the destruction of 

Afghanistan’s health care infrastructure (Waldman and Hanif 2002). In 

2002, 60% of Afghans had no access to basic health services and two-thirds 

of Afghanistan’s districts lacked maternal and child health services (Tran-

sitional Islamic Government of Afghanistan 2002). The maternal mortality 

ratio is 1600 per 100,000 live births – every 20 to 30 minutes a woman dies 

because of pregnancy-related complications (Ahmad 2004). The govern-

ment has very weak institutions and a lack of both military and administra-

tive control in large parts of the country which remain under the control of 

warlords and local commanders (World Bank 2004).

• Fifth, it emphasizes appropriate and effective community involvement within 

the health care system. 



H
ea

lt
h
 c

a
re

 s
y
st

em
s |

 B
1

58

• And sixth, it adopts a strong human rights perspective on health by affirming 

the fundamental human right to health and the responsibility of govern-

ments to formulate the required policies, strategies and plans of action.

Significantly, the Alma Ata Declaration also placed the challenge of ‘Health 

for All’ within a global and political context by calling for peace, reduced 

military expenditure and a ‘New International Economic Order’ to reduce the 

health status gap between developing and developed countries. 

Since 1978, however, the term ‘PHC Approach’ has been frequently misun-

derstood and confused with the ‘primary level’ of the health care system. It 

is also often wrongly associated with cheap, low-technology care supposedly 

best suited to developing countries. In fact, the PHC Approach refers to a set 

of concepts and principles that are as relevant and applicable to a university 

teaching hospital as to a rural clinic; to a poor African country as to an indus-

trialized European country; and to a highly specialized doctor as much as to a 

community-based lay health worker. 

In the years immediately after Alma Ata, the District Health System (DHS) 

model was formulated as an organizational framework for a health care sys-

tem to deliver the PHC Approach. For many health care practitioners, the PHC 

Approach and DHS model formed the conceptual and organizational pillars 

respectively for the attainment of Health for All. The DHS model (WHO 1988; 

WHO 1992) consists of: 

• a health care system organized on the basis of clearly demarcated geo-

graphical areas (known as ‘health districts’), ideally corresponding to an 

administrative area of government.

• the health district as the basis for the seamless integration of community-

based, primary level and Level 1 hospital services. Level 1 hospitals were 

considered a vital hub in which to locate medical expertise, pharmaceutical 

supply systems, and transport to support a network of clinics and commu-

nity-based health care.

• health districts sharing the same administrative boundaries as other key 

sectors (such as water, education and agriculture).

• a district-level health management team with the authority and capacity to 

manage the comprehensive and integrated mix of community-based, clinic 

and Level 1 hospital services; to facilitate effective multi-sectoral action on 

health; and to work with local private and non-government providers.

Guidance was provided on the size of ‘health districts’ based on a balance 

between being small enough to facilitate community involvement and context-

specific health planning, but large enough to justify investment in a decen-
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tralized management structure. Central and intermediate-level policy makers 

and managers would ensure national coherence and coordination, common 

standards and equitable resource distribution amongst districts. 

2 The demise of health for all
Macro-economic factors Health care systems require the availability of basic 

physical and human infrastructure throughout a country if they are to be ef-

fective and equitable. Countries need to invest in the development of this 

infrastructure, but many have no resources to do so.

Low- and lower middle-income countries need to spend at least US$30–40 

(2002 prices) each year per person if they are to provide their populations with 

‘essential’ health care (Commission on Macroeconomics and Health 2001). 

This sum is about three times the current average spending on health in 

the least developed countries and more than current spending in other low-

income and lower middle-income countries. More to the point, it is over five 

times the average government health spending of the least developed coun-

tries and about three times that of other low-income countries. Estimates of 

this kind are fraught with methodological limitations and assumptions, but 

they indicate the size of the resource gap facing most developing countries.

The causes of impoverished health care systems are varied. Many countries 

with low levels of health care expenditure are in fact able to invest much more 

than they do. However, many macro-economic factors (discussed in part A) 

that help to keep poor countries poor, by extension, keep levels of health care 

expenditure low. 

Historically, a key macro-economic event was the hikes in oil prices during 

1979–1981, which precipitated an economic recession in industrialized coun-

tries, prompting governments in those countries to raise interest rates. The 

combination of recession in the industrialized world, higher oil prices and 

raised interest rates precipitated a macro-economic crisis in many developing 

countries, especially in Latin America and Sub-Saharan Africa. These coun-

tries experienced reduced export demand, declines in primary commodity 

(non-fuel) prices, deteriorating real terms of trade, lower capital inflows and 

soaring debt service payments. Many countries had negative economic growth, 

reduced government revenue and increasing poverty. 

The effects on health care systems, so soon after the bold and visionary 

aspirations of the Alma Ata Declaration, were nothing short of disastrous. 

Most health care systems have never had a chance to recover from these ef-

fects which included: 
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• declines in real public health expenditure and increasing donor depend-

ency;

• deterioration of health facilities and equipment; 

• shortages of drugs and other supplies;

• dwindling patient attendance at public facilities as the quality of care wors-

ened; and

• a catastrophic loss of morale and motivation of public health workers as 

the value of their salaries plummeted and as expenditure constraints un-

dermined their ability to work.

Demoralization, cynicism and unethical behaviour grew among public sec-

tor health workers. This included treating patients uncaringly, levying ‘under 

the counter’ charges, ‘moonlighting’ in the private sector and stealing drugs for 

private use (Bassett, Bijlmakers and Sanders, 1997). Public sector downsizing 

and resignations led to health workers migrating to the private sector, adding 

to the growing numbers of informal and unregulated drug vendors, ‘pave-

ment doctors’ and other private practitioners. As public services deteriorated, 

households resorted increasingly to over the counter drug purchases and the 

use of private practitioners. While informal health care practice has always 

existed in developing countries, this economic crisis resulted in its significant 

expansion independently of any health sector reforms, a process that is called 

‘passive privatization’.

The macro-economic crisis also had an indirect effect on health care sys-

tems. It provided the IMF and the World Bank with an on-going opportunity 

to intervene in and shape the health sector of poorer countries through struc-

tural adjustment programmes and conditionalities attached to grants, loans 

and debt relief. 

Health sector reform, neoliberalism and the commercialization of health care 

‘Health sector reform’ is the term used to describe a set of policies initially 

promoted by the World Bank and IMF, often through structural adjustment 

programmes, from the mid 1980s onwards. These have included imposing 

tight and reduced fiscal limits on public health care expenditure; promoting 

direct cost-recovery (user fees) and community-based financing; and transfer-

ring or out-sourcing functions to the private sector. Later, the ascendance of 

neoliberalism (Box B1.2) added an ideological impetus to the privatization of 

health care. More recently, the World Trade Organization (WTO), together with 

a number of bilateral and regional trade agreements (usually involving the 

United States), have influenced the design of health care systems by reducing 
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the capacity of governments to regulate health care markets, encouraging cross 

border ‘trade’ in health care, and facilitating the entry of corporate health busi-

nesses to operate more freely within health care systems of other countries 

(Hilary 2001, Shaffer et al. 2005). 

The following sub-sections discuss three aspects of these effects on health 

care systems: the growth in user fees; the segmentation of health care systems; 

and the ‘commercialization’ of health care.

Box B1.2 Neoliberalism

The term ‘neoliberalism’ is used in different ways. Its origins may be in 

economic theory, but it is used in this chapter to describe a particular orien-

tation to public policy. The US government under President Ronald Reagan 

and the UK government under Prime Minister Margaret Thatcher were at 

the heart of the emergence of neoliberalism in the 1980s. It was then prop-

agated globally by institutions such as the IMF and World Bank. 

Neoliberalism is taken to mean the vigorous promotion of markets 

– networks in which buyers and sellers interact to exchange goods and 

services for money – combined with a reduction in government or multi-

lateral regulation. It was initially associated with promoting the maximum 

freedom of movement for finance capital, goods and commercial services, 

but now embraces the promotion of a minimally regulated market eco-

nomy in sectors that used to be considered the responsibility of the state. 

These include sectors that provide essential services and public goods such 

as health care, education, social security, water and sewerage, and policing 

and prison services.

Concerns with neoliberalism relate to the weakening of governments’ 

ability to discharge their public duties such as reducing poverty; protect-

ing the public and environment from unregulated economic activity; and 

providing a fair framework for the redistribution of wealth and profits.

user fees and the denial of access to essential health care One 

effect of health sector reform was the promotion of a greater privatization of 

health care financing (Box B1.3), including out-of-pocket payments for health 

care in the public sector (Akin, Birdsall and Ferranti 1987), partly to offset re-

duced levels of public expenditure. Such privatization added to the growth in 
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user charges that arose from the ‘passive privatization’ of health care and the 

increase in informal, under-the-counter charges in the public sector.

The impact of this transfer of responsibility for health care financing onto 

households has been disastrous, particularly for the poor. It has deterred 

people from accessing health care and resulted in untreated sickness and 

avoidable death (Whitehead, Dahlgren and Evans 2001, Theodore 1999, World 

Bank 1999, Yu, Cao and Lucas 1997 and Fu 1999). User fees have also discour-

aged people from taking full doses of their medication; evidence is emerging 

that they undermine adherence to anti-retroviral treatment and increase the 

risk of drug resistance (WHO 2004). Even when health care is nominally free, 

financial barriers may still put health care beyond the reach of many families. 

Maternity services in Bangladesh, for instance, are free but in practice are 

accompanied by hidden and unofficial payments; for more than one fifth of 

families, these payments are the equivalent of 50–100% of their monthly in-

come (Nahar and Costello 1998). 

User fees also generate poverty, or deepen the poverty of those who are al-

ready poor. In rural North Vietnam, an estimated one fifth of poor households 

Box B1.3 Public and private health care financing

Private financing takes many forms. Private health insurance is often paid 

by individuals, but some private sector employers contribute to their em-

ployees’ private health insurance. In some places, households contribute 

to a community-financing scheme, which pools funds that are managed on 

behalf of all members of the scheme. User charges refer to out-of-pocket 

payments that service users make directly to providers. Medical savings ac-

counts are promoted as a mechanism for households to build up a reserve 

of money to enable them to meet the cost of user fees in the future. 

Public financing is generally based on general tax revenue or national 

health insurance. In developing countries, external grants and aid from 

donors can constitute anything between 20% and 80% of total public sector 

health care spending. 

Public and private sources of financing often co-exist – for example, 

community-financing schemes may complement public funds used to pay 

the salaries of some health workers, while private medical insurance may 

receive tax breaks that amount in practice to a public subsidy. 
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were in debt primarily because of paying for health care (Ensor and Pham 

1996). Patients who borrow money to pay for treatment can end up paying 

extortionate interest rates. To offset the cost of borrowing, households may 

cut down on their food consumption, sell off precious assets such as land or 

cattle, or withdraw children (particularly girls) from school to save on school 

fees (Whitehead, Dahlgren and Evans 2001, Tipping 2000). 

It is argued that exemption schemes can protect the poor from user fees. 

But such schemes are rarely effective (Russell and Gilson 1997) and can encour-

age extortion and patronage when service providers are poorly remunerated. 

Neither is there any evidence that user fees prevent the ‘frivolous’ overuse of 

health services – for most people, cost barriers result in an under-use of health 

care services. 

Given the evidence that user fees are a major and widespread barrier to 

essential health care, as well as a cause of long-term impoverishment, it is 

paradoxical that the poorer a country, the more likely its people will face out-

of-pocket health care expenditure. In stark contrast, high-income countries 

tend to have ‘socialized’ financing systems based on general taxation, national 

health insurance or mandated social health insurance (Mackintosh and Koivu-

salo 2004). 

the segmentation of health care systems The ‘segmentation of 

health care systems’ refers to the phenomenon of separate health care sys-

tems for richer and poorer people, as opposed to one universal health care 

system for all. The World Bank in particular has advocated that governments 

in poorer countries should focus their scarce public resources on providing 

a free ‘basic’ or ‘minimum’ package of preventative and curative services for 

the poor, while withdrawing from the direct provision of other services. By 

encouraging the relatively rich sections of society to use the private sector, 

it argues that the public sector will be able to redirect its resources to those 

most in need (IFC 2002, Gwatkin 2003). In some middle- and high-income 

countries, tax breaks on private insurance are used to entice higher-income 

groups away from publicly provided services. Health care systems in some 

countries are being segmented even further by the processes of globalization 

– in India, Mexico and South Africa private providers cater to foreign ‘medical 

tourists’ from high-income countries or from high-income groups in low- and 

middle-income countries.

The assumption behind these policies is that it is more efficient and equita-

ble to segment health care according to income level – a public sector focused 

on the poor and a private system for the rich that allows the public sector to 
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focus on the poor. But there is no evidence that such a system is more equitable 

or efficient. The greater likelihood is that it would result in increased inequal-

ity as the middle-classes opt out of public sector provision, take their financial 

resources and stronger political voice with them, and leave the public service 

as a ‘poor service for poor people’. 

Even if private medical services are entirely privately financed, they still 

draw on a limited pool of health professionals and, in developing countries, 

on limited foreign exchange for the import of drugs and equipment. A large 

private medical sector weakens the public provision of health care, especially 

as the ratio of resources to patient load is more favourable in the private sec-

tor – it sucks out more health care resources than it relieves the public sector 

of workload. 

However, the notion of a public sector for the poor has strong advocates. 

If higher income groups can be segmented out, there is more opportunity 

to provide health care as a profitable, commercial product to these groups. 

Segmentation is therefore attractive to private investors in health care, especi-

ally in countries where there is a large enough or rich enough upper- and 

middle-class market to sustain the development and financing of a private 

health sector. Latin America, Asia and transitional Europe – all regions with 

histories of social health insurance and direct public health care provision 

– are now seeing rising levels of private insurance and corporate investment 

(Stocker , Waitzkin and Iriat 1999), as governments come under pressure from 

the private sector and trade-related policies to break up universal social sec-

urity funds, and to open up the market to foreign investment. Finally, some 

health care providers, who benefit from providing care to the privileged and 

better resourced market, will challenge any reforms aimed at universalizing 

health care systems, often claiming that they would reduce standards of care 

and invoking the rights of individuals to the best care they can afford. The 

implication is that equity is a secondary concern.

Besides separating out higher income groups from lower income ones, 

a parallel public and private health care system can result in private sector 

‘cherry-picking’ – private medical insurance schemes will adopt strategies to 

recruit low-risk consumers, corner healthy and profitable markets, and leave the 

sick and the elderly dependent on the public sector. Private medical schemes 

worked this way in South Africa until the post-apartheid government enacted 

legislation to enforce ‘community rating’ (whereby insurance premiums cannot 

be weighted according to individual risk) and a nationally prescribed minimum 

level of cover to make it harder for private companies to dump patients arbitrar-

ily onto the public sector when their health care costs became too great.
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These trends towards segmentation of a health care system, structured 

through health care financing arrangements, appear to be driven by a policy to 

institute health care systems that reflect and reinforce socio-economic inequi-

ties rather than to mitigate them.

the commercialization of health care The growth of private sector 

health care provision in developing countries has largely been a consequence 

of ‘passive privatization’. The collapse of the public sector has led to the emer-

gence of a disorganized, unregulated and even chaotic provider market in 

many developing countries, particularly at the primary level of health care. 

The incapacity of public services has also resulted in governments and donors 

relying upon NGOs, UN agencies, charities, religious groups and humanitar-

ian organizations to plug the gaps in public provision not only in primary 

care but also in essential hospital services and in response to humanitarian 

emergencies. 

In middle- and high-income countries, the private provider market is also 

heterogeneous and may include non-profit, charitable organizations; single, 

stand-alone private hospitals or group practices; employer-based health main-

tenance organizations; and large corporate or business entities with public 

shareholders. Private providers also operate in more formal markets that in-

clude intermediary agents such as insurance companies. Such provision may 

emerge as a consequence of demand from consumers as well as from active en-

couragement through policy-levers, such as tax subsidies to the private sector 

or the use of public money to out-source functions, including to the for-profit, 

income-maximizing private sector (see Box B1.4).

The heterogeneous group of private providers operate in many different 

contexts. For millions of people, private providers provide a lifeline to health 

care in the absence of any effective public alternative. At the same time, how-

ever, private health care is clearly associated with profit, exploitation and pref-

erential service of higher income groups. What is at issue, therefore, is not 

simply private provision, but a certain type or aspect of private health care 

provision – that of market-and income-driven provision when payments for 

health care are directly linked to provider income or shareholder profit.

What is relevant is the influence of such provision on provider behaviour  

that results in inefficient, inequitable and poor quality care (Woolhandler and 

Himmelstein 2004, Devereaux et al. 2002, Evans 1997). Such behaviour in-

cludes pricing health care to maximize income rather than to maximize access 

and benefit; ‘over-servicing’ (for example, conducting unnecessary and inap-

propriate laboratory tests and diagnostic investigations); inducing demand 
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for health care that is unnecessary or inappropriate; providing sub-optimal 

(cheaper) health care in order to maximize net income; and providing inap-

propriate care in order to market a supposed difference from other providers 

(for example, advocating injections as better quality care when oral treatment 

or simple health advice would be better). 

Commercialization also affects the nature of health care itself. It encour-

ages a commodification of health care and a bias towards biomedical and 

curative interventions because it is easier to market and sell tangible health 

care products and services. Such commercialization benefits, and is therefore 

encouraged by, the medical profession, pharmaceutical companies and the 

Box B1.4 New Public Management

New Public Management (NPM) is a term used to describe private sector 

solutions to public sector constraints. It is based on the idea that the mono-

poly power of government, and the lack of competition to government 

departments and civil servants that would otherwise compel them to be 

efficient and accountable to service users, are responsible for bureaucratic 

rigidity, corruption and inefficiency. 

One NPM solution is to introduce competition between different pub-

lic sector departments and ‘internal markets’ (purchaser-provider splits) 

within the public sector. Another is to restrict the role of government from 

being a funder and supplier of services to that of a funder and contrac-

tor of services. Public sector bureaucracy would then shrink as it moved 

away from public management via bureaucratic control to ‘management 

by contract’ of independent private sector providers, semi-independent 

parastatal agencies or local government bodies. In some instances, public 

sector entities are ‘corporatized’ (granted a greater degree of autonomy) 

and expected to enter the provider market to compete for government 

contracts and tenders. 

The extent to which NPM has achieved its stated goals is contested 

(Stewart 1998, Evans 1997, Maynard 1998, Khalegian and Das Gupta 2004). 

Critics point to the high transaction costs associated with the management 

of internal markets; the use of internal markets as a staging post towards 

the eventual privatization of public services; the emphasis on competition 

over collaboration; and the emergence of an inappropriately excessive ‘tar-

get-driven’ culture (see http://www.ghwatch.org/targetcultureNHS).
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medical-industrial complex. Public health measures to prevent illness and 

promote good health are easily neglected in the process.

Although commercial behaviour is associated with for-profit private provid-

ers, it can occur in the public sector as well. The under-financing of public 

health care systems and the growth in informal (under-the-counter) charges 

have resulted in the neglect of patients who cannot afford fees and a higher 

quality of care given to those who can. Similarly, public hospitals that have 

been granted greater autonomy, including the responsibility of raising some or 

all of their own finance, become motivated by the imperative to raise income 

and to balance their accounts. Managers and clinicians have a further incen-

tive to prioritize the maximization of income if they can exceed civil service 

pay-scales. Although these hospitals remain publicly-owned, their character 

and nature mimic those of the private sector operating in a market.

Market-driven health care often does not promote efficiency or quality for 

several obvious reasons (Bloom 1991, Roemer 1984, Arrow 1963, Rice 1997). 

First, most patients do not have enough knowledge to make informed choices 

about the relative quality or merits of different health care providers, nor are 

they willing, able or assertive enough to negotiate on price and quality, es-

pecially when care is urgent, when sickness results in vulnerability, or when 

illiteracy and poverty are prevalent. Most people do not want ‘choice’ in health 

care, but an assurance that their local and accessible health care provider will 

provide good, if not the best, quality care. Instead, commercialized health care 

eats away at provider-patient trust, adding to the stress of being sick or injured. 

A trusting, caring and compassionate relationship between patient and health 

worker is in itself a therapeutic intervention that is corrupted by the market-

based relationship between consumer and provider. 

Second, the theory that provider competition will drive up quality and 

efficiency does not apply in many settings, particularly when it would be either 

unaffordable or wasteful to have several providers competing with each other. 

Rather than managing available health resources in a strategic way to achieve 

equitable coverage, competition results in duplication and inequity as for-

profit providers gravitate towards affluent populations (McPake 1997). The pro-

motion of choice and competition implies a need to differentiate the standard 

of care rather than to ensure high quality care for all.

Third, commercialized health care systems often have significant trans-

action costs accompanying attempts to manage or regulate the market (Him-

melstein et al. 1999). Similar cost issues accompany the management of public 

contracts with private providers, especially those providers motivated to maxi-

mize income, who may strive to make short-cuts or manipulate data to achieve 
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their contract specifications at the lowest cost, even at the expense of patients 

and the public good. To counteract this, purchasers end up spending large 

amounts of money on systems designed to catch out contractees in a ‘cat and 

mouse’ game of detection and deception, or end up being drawn into costly 

contract disputes.

Fourth, market-based systems with multiple independent providers are 

inefficient because of the loss of economies-of-scale in the purchasing, supply 

and distribution of drugs and equipment (Robinson and White 2001). They can 

pose barriers to developing important public health instruments that need to 

be applied consistently and universally, such as disease surveillance systems, 

if they are to be effective.

Finally, competition harms collaboration between different providers, often 

an important ingredient of good quality care, especially in relation to referrals 

between different kinds of specialists or between different levels of the health 

care system. Fragmented performance contracts can also undermine collabo-

ration within health care systems. In China, for instance, competition within 

the public sector harmed the inter-provider cooperation that was necessary for 

effective disease surveillance (Liu and Mills 2002).

Selective health care and verticalization ‘Selective health care’ refers to a 

limited focus on certain health care interventions, as distinct from comprehen-

sive or holistic health care. The most common argument in favour of selective 

health care is that, until health care systems are adequately resourced and 

organized, it is better to deliver a few proven interventions of high efficacy at 

high levels of coverage, aimed at diseases responsible for the greatest mortality 

(Walsh and Warren 1979). 

Selective health care tends to be associated with ‘vertical programmes’ 

– generally meaning separate health structures with strong central manage-

ment dedicated to the planning, management and implementation of selected 

interventions – partly because of a lack of adequate health care infrastructure, 

but also because it often reflects a scientific and biomedical orientation that 

emphazies the delivery of ‘medical technologies’ amenable to vertical pro-

grammes. Just as smallpox was eradicated through a concerted global effort, 

for instance, it is argued that diarrhoeal disease, malaria and other common 

diseases can be tackled in a similar way. 

By the early 1980s, WHO, UNICEF and major bilateral donors, notably US-

AID, had endorsed this approach, epitomized by the ‘Child Survival Revolution’ 

launched in 1982. This prioritized seven child health interventions: growth 

monitoring, oral rehydration therapy (ORT), breastfeeding, immunization, 
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family planning, food supplements and female education, which collectively 

became known as the acronym GOBI-FFF. 

In many ways, the logic of prioritizing cost-effective interventions to reduce 

child mortality is sound, and the practice can even be considered successful. 

Many countries made substantial progress in reducing child mortality follow-

ing the launch of GOBI-FFF: the average number of under-5 deaths fell from 

117 per 1000 in 1980 to 93 per 1000 in 1990, while immunization coverage 

expanded rapidly between 1980 and 1990 (UNICEF 2001). 

However, there are problems with vertically-organized selective health care 

interventions (Smith and Bryant 1988, Rifkin and Walt 1986, Newell 1988, 

Unger and Killingsworth 1986). In the case of the ‘child survival revolution’, it 

has been argued that the focus on a limited set of technological interventions 

detracted attention from a more comprehensive approach to child health. 

For example, treating children with acute diarrhoeal disease would not be ac-

companied by interventions to improve childcare, feeding or access to water. 

Complex health problems with underlying social and economic determinants 

were recast as problems to be treated or prevented through the delivery of 

effective technologies. The participatory and bottom-up orientation of the 

PHC Approach has been downgraded, and the socio-political orientation of 

Alma Ata, with its emphasis on community empowerment and socio-economic 

equity, replaced by an approach that treated poorer communities more as pas-

sive recipients of health care than as active participants.

Questions have also been raised about the appropriateness of certain tech-

nologies. In the case of diarrhoeal disease, for example, the biomedical ori-

entation resulted in the promotion of manufactured oral rehydration salts 

rather than more appropriate and accessible rehydration fluids that could be 

prepared locally (Werner and Sanders 1997). 

In many countries, the selective health care approach has manifested 

itself as a set of multiple, parallel programmes operating in separate and frag-

mented ‘stovepipes’, disrupting the development of comprehensive health 

systems and the delivery of integrated essential health care. Multiple and 

centralized lines of command, frequently originating from within donor or 

international health agencies and often uncoordinated, tended to subvert local 

and more appropriate health planning. Information systems often comprise 

separate reporting forms sent directly to the central level without informing 

local service development. In Laos, ’Primary Health Care’ itself was a separate 

programme, competing for resources with the immunization, malaria and TB 

programmes (Toole et al. 2003). 

Multiple, vertical programmes can also lead to the de-skilling of primary 



H
ea

lt
h
 c

a
re

 s
y
st

em
s |

 B
1

70

health care workers as their focus narrows to achieving selected targets rather 

than addressing the immediate and pressing needs of sick people when they 

present to health care services. Instead of training scarce health workers to 

provide essential and appropriate health care, such programmes train them 

to be efficient conduits of medical technology. Thousands of family planning 

volunteers have been deployed in many countries, for instance, but many op-

portunities to promote health were lost because their training focused on the 

single technical issue of contraception and did not include other elements of 

community health promotion, such as nutrition and hygiene education (Toole 

et al. 2003). 

Vertically organized health services are inconvenient to service users. The 

need to make several visits to access different services constitutes a significant 

barrier to access, while the inability of some selective programmes to address 

co-existing conditions could result in untreated morbidity – for example, fam-

ily planning workers being unable to treat sexually transmitted infections; 

or ante-natal care providers being unable to provide immunization services 

(Brown 2000). 

Although selective health care is often advocated on the grounds that basic 

health care infrastructure is inadequate, it is rarely implemented in conjunc-

tion with a plan to strengthen such infrastructure at the same time. As a result, 

many selective and vertical programmes have short-lived results because they 

are not followed by the establishment of permanent health services to sustain 

the on-going control and prevention of disease. Worse still, they may actually 

undermine the development of health care systems. Mass immunization cam-

paigns, for example, have often been prioritized to such an extent that other 

services have been disrupted and the long-term development of sustainable 

routine immunization services hindered.

The inadequate development and protection of basic health care infra-

structure, and the lack of sustained donor funding for child health, is more 

apparent now than a decade ago. In spite of the child survival revolution, 11 

million children die each year from mainly preventable causes. Globally, the 

target set by the World Summit for Children in 1990 to reduce child mortality 

below 70 deaths per 1000 live births by the year 2000 (or a one-third reduction 

if it yielded a lower mortality rate than this target) has not been met (UNICEF 

2001). In many countries, immunization coverage rates are stagnant or de-

clining (see Figure B1.1). In others, the reduction in child mortality rates has 

slowed down (Black, Morris and Bryce 2003).

Some argue that the gains in child health made between 1980 and 2000 

were a result of tackling illnesses that are most amenable to vertical interven-
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tions, and that any further improvements will need major efforts to strengthen 

the overall quality of health services (Box B1.5). Moreover, reductions in child 

mortality may not be sustained unless national health systems take over some 

of the roles played by donors and international NGOs in funding and deliver-

Figure B1.1 Immunization coverage 1980–2001, 3 doses DPT – global  
and by region (Source: WHO/UNICEF/World Bank 2002)

Box B1.5 Integrated Management of Childhood Illness

WHO and UNICEF have promoted the Integrated Management of Child-

hood Illness (IMCI) to reduce child mortality and morbidity. IMCI has a 

proven efficacy (Schellenberg et al 2004) and governments in more than 

100 countries have committed themselves to implementing it. However, 

a systematic multi-country evaluation of IMCI has shown that, in most 

countries, fewer than 10% of all health workers providing child care have 

been trained, and that the rate of training was not sufficient to achieve high 

coverage in the foreseeable future (Amaral et al, forthcoming). Barriers to 

scaling up and sustaining high-quality care over time include the cost of 

training, problems caused by health workers being removed from clinical 

duties for a significant period to attend training courses, the limited avail-

ability of trainers and high rates of staff turnover – up to 40% in a two-year 

period in some countries (Bryce et al. 2003). IMCI programmes, no matter 

how good in theory, will struggle to make a widespread and long-lasting 

impact unless they are integrated into a comprehensive strategy for health 

systems development, especially in terms of human infrastructure. 
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ing services, highlighting the ephemeral nature of gains secured by vertical 

initiatives.

Today, selective approaches are a prominent feature of the international 

health policy landscape. Despite rhetoric about the need to improve coordina-

tion between different disease-based programmes and to complement vertical 

initiatives with a health systems development agenda, the multitude of single-

focus or single-disease initiatives is reminiscent of the heyday of vertical pro-

grammes in the 1980s. At the country level, recipient governments are expected 

to dance to the tune of an international agenda rather than developing targets, 

policies and plans based on their own circumstances. Health care responses 

to high morbidity and mortality reflect a biomedical and ‘technological’ bias 

(vaccines, medicines or new technologies such as insecticide treated bednets) 

while a coherent and financially-backed agenda for the long-term and sustain-

able development of equitable health systems remains absent.

The Millennium Development Goals are also placing health services under 

pressure to achieve the MDG targets through selective interventions. It has 

been calculated that making 15 preventive interventions and eight treatment 

interventions universally available in 42 counties would achieve the MDG child 

mortality target (Jones et al. 2003). The pressure on governments to apply for 

and disburse quickly resources from new financing instruments, such as the 

Global Fund to fight AIDS, TB and Malaria (GFATM), so as to show the positive 

impact of such bodies, could also undermine cohesive health systems develop-

ment (Box B1.6). 

According to one group of child health experts, although many of the cur-

rent disease-specific initiatives relate at least indirectly to child survival, and in 

this sense have expanded the resources available to child health, ‘the result is 

a set of fragmented delivery systems, rather than a coordinated effort to meet 

the needs of children and families’ (Bellagio Study Group on Child Survival 

2003). They note that ‘in today’s environment of disease-specific initiatives, 

cross-disease planning, implementation, and monitoring are hard to establish 

and maintain’. Paradoxically, the threat of narrow, disease-based programmes 

disrupting health care systems is most acute where such systems are already 

fragile and under-resourced (Victora et al. 2003).

Many of the selective health care initiatives now operate as Global Public 

Private Initiatives (Box B1.7), introducing a much higher level of involvement 

from the commercial/private sector. This brings in private financing and pri-

vate sector ‘know-how’, but at the same time provides the commercial sector 

with further public subsidies, and the opportunity to capture a share of the 

resulting market for their products. 
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Box B1.6 The pitfalls of expanding anti-retroviral treatment  
in developing countries

On the back of inspiring civil society campaigns to reduce the price of 

anti-retroviral treatment (ART), millions of dollars are now being directed 

at expanding access to these medicines. However, there are several pit-

falls in this largesse that are particularly relevant to countries with under-

resourced, disorganized and inequitable health care systems (McCoy et al 

2005). 

One is that access to ART could be expanded at the expense of other 

vital health care services, or could divert resources away from the preven-

tion of HIV transmission. A focus on ART could also ‘over-medicalize’ the 

response to HIV/AIDS, and turn attention away from the political, social 

and economic determinants of the epidemic. 

A second pitfall is that ART programmes may take inappropriate ‘short-

cuts’ to achieve ambitious coverage targets and compromise on the quality 

and long-term outcome of care. Insufficient community and patient pre-

paration, erratic and unsustainable drug supplies, and inadequate training 

and support of health care providers could result in low levels of treatment 

adherence, tending to an increased threat of drug resistance.

A third pitfall arising out of the pressure to achieve quick results is the 

use of non-government supply and delivery systems for ART because of 

their ability to set projects up quickly. Apart from the additional burden 

of coordinating and monitoring multiple non-government treatment ser-

vices, this approach can weaken the capacity of the public sector health 

care system still further by draining skilled personnel into the better-paid 

independent sector. 

Finally, ambitious ART coverage targets may lead to a preferential target-

ing of easier-to-reach, higher-income groups, typically those living in urban 

areas, and thereby widening existing health care inequities. A treatment–

focused approach that inadequately addresses the basic needs of house-

holds, such as food security and access to water, will limit the capacity of 

the poor to benefit from ART.

Narrow, ‘selective’ or disease-based programmes or initiatives are not in-

herently bad, nor are they always influenced by undue commercial considera-

tions. For some health interventions, for example those related to the control 
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of vectors for infectious diseases such as mosquitoes, or those related to the 

control of acute disease outbreaks, a vertical and centralized approach may 

be entirely appropriate. Today, however, there is a growing proliferation of 

initiatives and programmes that collectively undermine national planning and 

coordination; a biomedical, technological bias towards health improvement; 

inappropriate public-private ‘partnerships’; and the lack of more long-term 

and sustainable approaches to health systems development.

The rise of selective and efficiency-driven cost effectiveness analysis Cost 

effectiveness analysis (CEA) is a tool designed to rank the relative worth of dif-

ferent health care interventions. In 1993, the World Bank published a ranking 

of common health care interventions according to their cost effectiveness and 

used it to propose a minimum package of services for use in low- and middle-

income countries (World Bank 1993). Its proposal appears rational at one level, 

but reinforced a selective approach to health care and undermined equity.

First, the Bank proposed that only this package should qualify for public 

funding – services outside the package that it deemed were not cost effective 

were considered discretionary and would have to be funded by individuals 

out-of-pocket or through insurance. Middle-income countries could be less 

restrictive than low-income ones in determining the content of a minimum 

Box B1.7 Global Public Private Initiatives (GPPIs)

There are currently about 80 GPPIs, the overwhelming number of which 

are linked to a specific disease or to the development of a new drug or 

vaccine. Examples include the Global Fund for HIV/AIDS, TB and Malaria; 

Roll Back Malaria; Stop TB; Global Alliance for Vaccines and Immuniza-

tion; Global Polio Eradication Initiative; and the Global Alliance for the 

Elimination of Lymphatic Filariasis. WHO and UNICEF are the principal 

international governmental or multilateral actors involved, but the World 

Bank also plays a prominent role. On the private side, the Bill and Melinda 

Gates and Rockefeller Foundations are prominent, as are several for-profit 

pharmaceutical companies. Some NGOs are also involved, particularly with 

GPPIs they have helped to launch. However, certain groups are system-

atically under-represented, particularly poorer countries’ governments and 

civil society organizations. On the whole, decision-making power sits in 

the hands of multilateral institutions and the commercial sector. (Source: 

Wemos 2004)
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package, although the same principles would apply. A closer inspection of 

the package reveals its serious shortcomings. At best, the minimum pack-

age would avert no more than one third of the estimated burden of disease 

in low-income countries and less than a fifth in middle-income countries. 

Examples of care that would be excluded from public funding in poorer coun-

tries include: emergency treatment of moderately severe injuries; treatment of 

childhood meningitis; and treatment of chronic conditions including diabetes, 

cataract, hypertension, mental illness and cervical cancer (Segall 2003).

Secondly, the health maximizing approach used by the Bank relied on a lim-

ited definition of health outcome. Consider the case of a single-handed poor 

farmer who develops a disabling inguinal (groin) hernia. His condition would 

be excluded from publicly funded treatment because the number of ‘disability-

adjusted life years’ that would be gained by the farmer would not represent 

good value for money. What is not considered is how the hernia could under-

mine the farmer’s ability to provide for his family, thus impoverishing them 

and thereby undermining their health. The calculation of ‘disability-adjusted 

life years’ gained would be different if these considerations were taken into 

account.

The World Bank also tended to apply CEA to discrete interventions rather 

than those interventions that have more complex direct and indirect impacts 

on health. Water provision is a good example. Access to adequate volumes of 

clean water not only reduces the incidence of diarrhoeal disease, intestinal 

worms, skin and eye diseases, but also improves child and maternal health 

indirectly by enabling women (who are usually the ones collecting water) to 

spend more time on other activities such as child care or household and eco-

nomic tasks. However, the Bank did not classify improving access to clean 

water as a cost-effective health intervention.

Finally, although priority setting exercises are sound in principle, the Bank 

defined the goal of efficiency to mean the maximization of aggregate health 

gain for a given expenditure. The issue as to which people or population groups 

gained additional health was less important as the policy focus moved away 

from the prioritization of people in greatest need to the prioritization of in-

terventions that would contribute most to aggregate health gain. The links 

between this approach with the Bank’s stated intention to help the poor were 

only indirect. First, the interventions for inclusion in the minimum package 

were also selected according to the estimated population burden of disease 

they would address – as the poor constitute a high proportion of the popula-

tion and make a substantial contribution to the total burden of disease, their 

disease patterns would be influential in the selection of interventions. Second, 
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many of the diseases associated with poverty are amenable to simple and 

cost-effective interventions. However, from the standpoint of equity, resources 

should be allocated first towards tackling the health problems of poor people 

and only then between different programmes or interventions.

Public sector failure In many countries, the principles of Alma Ata have also 

been undermined by public sector failures. Illegitimate and corrupt govern-

ments that steal from the public purse, practise and tolerate human rights 

abuses, and allocate inappropriately high budgets to the military or to projects 

that benefit the elites of society are clearly one root cause of public sector 

failure – although these characteristics are by no means the sole preserve of 

poor countries. Corrupt and abusive regimes undermine the attainment of 

health for all and clearly require political solutions arising from within the 

countries themselves.

But corruption, abuse and state expenditure are far from being the conse-

quence of local factors alone. Enabling all countries to have stable and effec-

tive governments that can improve people’s health requires an international 

response to address the various ways in which richer countries or institutions 

endorse and support corrupt governments: the arms trade; banks and tax 

havens harbouring money that elites have looted from poor countries; Western 

corporations paying bribes; foreign government interference and collusion 

with illegitimate regimes; and the ‘legitimate’ and illegitimate economic trans-

actions involving the purchase of natural resources (diamonds, minerals, oil, 

timber) from repressive and undemocratic countries (Pogge 2002). 

Within countries, the ways in which societies organize themselves through 

their political systems and how these systems support health and develop-

ment is clearly important. Some research suggests an independent positive 

association between health and democracy, political rights and civil liberties 

(Franco, Alvarez-Dardet and Ruiz 2004). However, the underlying mechanisms 

for the association between democracy and health are complex and may also 

depend on how democracy and rights are formulated and thought of – mil-

lions of people in the United States, for instance, have the political freedom 

to vote in a rich country but this is not a sufficient requirement for their 

access to health care. At the same time, countries without democratic poli-

tical systems, such as China and Cuba, have achieved good and equitable 

health outcomes due to their commitment to ensuring universal access to the 

basic requirements of good health (Commission on the Social Determinants 

of Health 2005). The ways in which different social, political and economic 

systems influence the capacity for health systems to function effectively and 
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equitably need more discussion and research amongst the international pub-

lic health community.

Health care systems can also fail people as a result of bureaucratic failures. 

Rigid civil service rules and regulations combined with poor management 

and leadership can impair innovation, motivation, efficiency and community 

responsiveness. Civil servants can bend the rules or use their positions to serve 

their own personal needs. Many countries do not have the capacity for effective 

administration – for example, there may be no experts in the field of ‘personnel 

management’ working in the entire Ministry of Health in spite of the central 

importance of people to health care systems. Government health departments 

have vast responsibilities and varied challenges; they simply cannot succeed 

without a minimum degree of management and administrative capacity and 

competence at all levels of the health care system. At present, however, efforts 

are inadequate to ensure this level of capacity and competence. 

In countries in which donor funds contribute a significant proportion of 

public health expenditure, public sector failure must be regarded as ‘donor 

and international agency failure’ as well. The influence of donors and inter-

national agencies on the functioning of the Ministries of Health in develop-

ing countries can be enormous – and is often not positive. One problem is 

4 Effective clinical care is vital to the health and well-being of children.  
But the mother of this child will also need to be given appropriate advice  

and practical support on child care and nutrition. 
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the lack of coordination amongst donors and other external agents, more so 

now with the recent proliferation of global health initiatives. Ministries of 

Health in developing countries are faced with a circus of multiple external 

initiatives and programmes (often focused narrowly on specific diseases or 

interventions), donors, creditors and international NGOs (Figure B1.2) – this is 

hardly conducive to nationally-led decision-making; coordinated and coherent 

policy-making and planning; long-term development; or stable and efficient 

administration.

Furthermore, external policies and programmes imposed from the out-

side are inadequately tailored to local contexts. Policies, approaches and 

conceptual tools are often produced within donor circles and then applied 

worldwide – but supposedly ‘owned’ by recipients. Many agencies are staffed 

by individuals who have little or no understanding of local culture and history, 

a problem compounded by high staff turnover (Pfeiffer 2003). 

Even in countries where a formal sector-wide approach (SWAp) has been 

established to create a health sector strategy shared by all stakeholders and 

to enable greater government leadership, the role of government can often 

be cosmetic (Hill 2002, Foster, Brown and Conway 2000), while international 

agencies preserve their own priorities, working styles, reporting formats, data 

collecting forms, financial procedures and short funding cycles. Only where 

there is firm government leadership, a clear vision based on a good under-

standing of health care problems on the ground, and a demand from NGOs 

and civil society for more national coordination, are countries able to resist the 

imposition of top-down, blueprint models of health development.

Figure B1.2 The circus of external agencies and initiatives 
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3 Resurrecting the ‘public’ in health care systems 
The previous sections have outlined the key processes that have under-

mined the PHC Approach, while recognizing that different factors and forces 

have had different effects in different contexts. Figure B1.3 below illustrates 

the interactions and pathways that have hindered equity and efficiency within 

health care systems. Reversing these trends sustainably and effectively requires 

addressing all these factors simultaneously – simple, quick fixes will not suffice 

or be effective. It requires the involvement of more than health care providers, 

managers and health sector policy makers – many of the solutions involve 

political, social and economic interventions.

There is a need to resurrect and revitalize the ‘public’ within health care 

systems as part of an agenda for change. The goals of such an agenda should 

be to restore a proper balance and relationships between the public and private 

sectors as well as between public health care (population and community-

based approaches to health) and individual private health care.

For several years, a prevailing view in certain media and amongst many 

policy makers has been that the private sector is better than the public sec-

tor. This is usually accompanied by another view that suggests that incentives 

formed through market dynamics result in ‘better’ and more efficient perform-

ance of health care systems than those of bureaucratic systems. While there are 

certainly problems within the public sector that need addressing, the record 

of public sector success is substantial. Added to this are the achievements of 

non-government actors, universities and charities, which may not be part of 

the public sector but which operate with a public ethic rather than one driven 

by competition, self-interest or market signals.

Public sector social welfare has been the bedrock of European social and 

economic development since the Second World War. Furthermore, low-income 

countries like Sri Lanka, Costa Rica and Cuba have had well-performing public 

health services for decades. The rapid and equitable decline in maternal mortal-

ity in Malaysia after independence from Britain in 1957 was due to government 

leadership (Pathmanathan et al 2003). Publicly-funded research in national 

institutes of science and universities has laid the foundations for many, if not 

most, developments in the medical sciences. Hundreds of thousands of public 

servants across the world are currently helping to make societies work in hun-

dreds of different ways through bureaucracies – forms of organization charac-

terized by a clear division of labour; clearly defined authority and responsibility; 

and administration and decision-making based on transparent rules.

For health care systems, several arguments point to the need for the public 

sector to take a central role. The first is that people have a right to health care 
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that is not dependent on their ability to pay or on the vagaries of the market. 

Governments are critical to ensuring that these rights are fulfilled. Public sec-

tor health services are people’s ultimate recourse for health care, especially 

poorer people. But public services must not become marginalized as ‘poor care 

for the poor’. Societies should strive instead to use the health care system to 

promote social solidarity and to mitigate the effects of socio-economic dispar-

ities; they must be bold enough to make the idea of universal public-funded 

health care systems not just acceptable but aspirational.

Second, equitable and efficient health care systems require careful organ-

ization – fragmented, disorganized and market-driven health care systems are 

inefficient and inequitable. Public sector provision allows for direct planning 

of the location and types of health facilities and the organization of a coherent 

service to respond to the health care needs of a population. It allows the right 

balance to be struck between public health and clinical services, and between 

preventive and curative services. 

Third, an adequately financed public service offers the best means of break-

ing the link between the income of health care providers and the delivery of 

health care – arguably one of the most critical conditions for the development 

of ethical behaviour and values within health systems and for avoiding the 

harm associated with ‘commercial behaviour’.

This is not to deny any role for non-government actors. In many coun-

tries, the lack of public sector capacity is so great that a dependence on 

non-government providers is unavoidable. Non-government actors can also 

enhance community involvement within health programmes, help ensure pub-

lic sector accountability and support public sector development. It is the role 

of commercially-driven private sector actors and the weakening of the public 

sector that has clashed most fundamentally with the aim of cost-effective and 

equitable health for all.

These arguments are based on socially-determined values. But there is also 

evidence that the larger the role of the public sector in health care systems, the 

better the outcome (Mackintosh and Koivusalo 2004). Healthy life expectancy 

(HALE), for instance, is significantly higher, and child mortality significantly 

lower, in countries with lower levels of private health expenditure relative to 

public expenditure, after allowing for level of economic development and the 

influence of AIDS in Sub-Saharan Africa (see Figure B1.4). 

Countries that spend more of their GDP on health through public expendi-

ture or social insurance also have significantly better health outcomes in terms 

of HALE and child mortality (see Figure B1.5). Better health in richer countries 

is therefore associated with higher incomes and with more public and so-
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cial health expenditure relative to GDP. Conversely, countries that apportion 

more of their GDP to private health expenditure do not display better health 

outcomes in terms of HALE or child mortality, after allowing for the effect of 

higher incomes on health outcomes. In fact, there is a mild (non-significant) 

association with worse outcomes (Mackintosh and Koivusalo 2004).

These observations are corroborated by Demographic and Health Survey 

(DHS) data from 44 low- and middle-income countries (Mackintosh and Koi-

vusalo 2004) suggesting that:

• The proportion of deliveries with a skilled birth attendant is positively as-

sociated with higher government health expenditure as a share of GDP.

• Countries with a high proportion of children with acute respiratory infec-

tions (ARI) or diarrhoea who are treated privately generally have a lower 

proportion of children who are treated for these conditions at all, suggest-

ing that higher levels of private provision are associated with higher levels 

of exclusion from health care. 

• The percentage of children from the poorest 20% of households who were 

treated for ARI was more comparable (more equitable) to the percentage 

of children treated for ARI from the richest 20% of households in countries 

with a lower level of private primary care provision, suggesting that a greater 

privatization of primary care is associated with greater inequality.

Figure B1.4 Association between healthy life expectancy and private health  
care expenditure as a percentage of total health care expenditure, 2000 

(Source: Mackintosh and Koivusalo forthcoming 2005)
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Figure B1.5 Association between healthy life expectancy and government  
health care expenditure as a percentage of GDP, 2000 (Source: Mackintosh 

and Koivusalo forthcoming 2005)

4 Agenda for health systems development
This section sets out an agenda to repair the damage to the public sector, 

uphold the role of accountable government in health care provision and reas-

sert the principles of the PHC Approach. Its ten recommendations are not 

stand-alone options but need to be implemented together, and tailored to the 

particular social, political and economic realities of a given country. 

Valuing and revitalising the public sector health worker – the lifeblood of 

health services Changing and improving how health personnel behave and 

function is so central to the rebuilding of health services, especially in devel-

oping countries, that it cannot be treated as just another administrative or 

bureaucratic task. 

The performance of public sector health workers is affected by many factors 

and calls for a concerted, coordinated programme of health worker support 

and development. The re-establishment of a living wage is one requirement if 

health workers are to behave ethically and function effectively – countries must 

make up lost ground in the deterioration of public service salaries. Ensuring the 

right number and mix of types of health personnel (for example, increasing the 

number of nurses, medical auxiliaries and community health workers relative 

to doctors) can help countries to create payrolls that are sustainable, efficient 

and inclusive of incentives for trained staff to work in under-served areas. 
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But improved health worker performance cannot be achieved through 

money alone. The problems of demoralization and demotivation are more 

complex and require a multi-dimensional programme involving: 

• adequate supplies of essential equipment, consumables and medicines to 

enable health workers to exercise their skills;

• systematic quality improvement programmes, including the training of 

staff in health service quality, interpersonal relations and responsiveness 

of care;

• support for health workers, especially those who work in isolated and dif-

ficult circumstances;

• a participatory style of health service management; and

• an incentive structure of professional rewards for good performance. 

At the same time, clear rules and sanctions must signal that theft, unethical 

practices, and uncaring and abusive behaviour towards patients, especially the 

poor, women, elderly and ethnic minorities, will not be tolerated. Disciplinary 

procedures, however, must be consistent, fair and transparent.

There are also a range of management tools and processes that can be 

employed to promote commitment, good performance and ethical behaviour 

within public sector bureaucracies – these include non-financial incentives 

such as peer recognition and public praise of good performance; and opportu-

nities to advance career and learning prospects. Ensuring improved perform-

ance through a combination of rules, public accountability and non-financial 

incentives requires much more emphasis to counter the prevailing focus on 

economic and market-based incentives.

Resources to achieve health for all For many countries, the need for ade-

quately financed public sector health care systems is the paramount objective. 

The outright cancellation of unpayable debt, fair trade reform, increased and 

improved levels of overseas development assistance and the creation of new 

forms of global financing (see part A, part E, chapters 5 and 6, and part F) 

have to be part of any agenda for global health care systems development and 

should be reflected more prominently in the lobbying of international health 

agencies, including those of the major philanthropic foundations operating 

in the health and development sector. External financing must, however, be 

guaranteed with medium- to long-term commitments, and directed in ways 

that will strengthen Ministries of Health.

Within countries, governments should strengthen their capacity to increase 

their tax revenue in a progressive and fair manner. All countries should aim 
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to raise an amount of tax revenue that is at least 20% of their GDP. Success 

in mobilizing public finance for health will then depend on the negotiating 

skills and credibility of the Ministry of Health, as well as an ability of social 

movements and other non-government actors to make effective demands on 

the political system. Civil society must also be encouraged and supported to 

monitor government budgetary allocations. 

Financing health for all Health financing policies should aim to create a 

single national pool of funds, with the capacity for cross-subsidization between 

Box B1.8 Millennium Development Goals for the financing of  
health care systems

The health-related MDGs have mostly been formulated in terms of outcome 

indicators. These are important, but do not chart a path to achieve the out-

come goals. The following suggested targets for health systems financing 

may serve to explore how to map out such a path: 

• countries to raise the level of tax revenue to at least 20% of their GDP; 

• public health expenditure (including government and donor finance) to 

be at least 5% of GDP;

• government expenditure on health to be at least 15% of total government 

expenditure;

• direct out-of-pocket payments less than 20% of total health care expendi-

ture;

• expenditure on district health services (up to and including Level 1 hos-

pital services) at least 50% of total public health expenditure, of which 

half (25% of total) should be on primary level health care;

• expenditure on district health services (up to and including Level 1 

hospital services) at least 40% of total public and private health expendi-

ture;

• a ratio of total expenditure on district health services in the highest 

spending district to that of the lowest spending district of not more than 

1.5.

These indicators would complement service output and outcome in-

dicators such as immunization coverage, rates of skilled attendance at 

deliveries, TB completed-treatment rates, and maternal, peri-natal and 

child mortality rates.
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high-income and low-income groups, and risk sharing between, for example, 

the young and the elderly. The more the system can be prevented from be-

coming polarized in terms of finance, the more it can ensure that better-off 

people do not separate themselves out institutionally from the public sec-

tor and distance themselves from the poor or from problems in the system 

(Mackintosh 2001). 

To move towards more universalized health care systems, many countries 

should amalgamate existing forms of pooled financing and gradually reverse 

the segmentation of health care systems. The development of large-scale pri-

vate insurance markets should be avoided at all costs. Where they exist, govern-

ments may pass laws to enforce community rating and prescribed minimum 

benefits, and insist on payment systems that discourage over-servicing and 

supplier induced demand.

Health systems should also work towards abolishing user fees for essential 

health care. This must be planned carefully and carried out in stages, depend-

ing on the medium- to long-term financing plan of the health care system.

Recommendations to make health care systems more equitable and to 

mitigate the harms of commercialized health care through financing reforms 

will meet varying levels of opposition from vested interests. Local civil society 

organizations and progressive international health NGOs can help to counter 

such opposition, while governments can promote public discussion on health 

sector financing reforms, ensuring the presence and voice of the poor in such 

discussions. WHO can promote and document a regular appraisal of health 

care financing systems on a country-by-country basis, making it easier for civil 

society to gauge the kind of reforms required in their countries. 

Regulating and shaping the private sector In most of the poorest countries, 

the bulk of health care provision is carried out by the private sector, much of 

it in the form of small-scale, disorganized private dispensaries and clinics. 

Many governments do not have the capacity either to regulate the sector or 

to improve the quality and safety of care provided. Governments and donors 

must give issues of private sector regulation and quality assurance a much 

higher profile in their health policies and plans. Poor country governments 

with limited resources need to use their political and legal muscle to shift dis-

organized and commercialized health care markets towards a more equitable 

and efficient direction. The long-term goal must be a coherent primary level 

health care system operating under a clear national regulatory framework that 

governs standards quality and provider remuneration.

Private providers should also develop their own mechanisms to enhance 
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professionalism, good clinical practice and ethical behaviour. However, self-

regulation in the private sector is often weak and must be complemented 

by government and civil society intervention. Governments could consider 

working with the non-profit private sector – good non-government providers 

can develop and publicize standards for access and quality, and help undercut 

providers of a lower standard. 

Other policy instruments to regulate the private sector include licensing 

requirements, formal accreditation and price controls. Licences can also be 

used to negotiate explicit returns in the form of arrangements for the public 

sector to use private sector facilities and equipment at a reduced cost, or for 

the private sector to provide services for free or at low-cost to patients referred 

from the government sector (Mackintosh and Tibandebage 2004). These rec-

ommendations should be implemented in the context of broader reforms to 

universalize the health care system and constrain commercial behaviour.

A key requirement for strengthening the public sector relative to the pri-

vate sector is to reduce the disparity in incomes between public and private 

providers. This disparity should be regularly measured and monitored to draw 

attention to the need for active measures to reduce the gap.

Governments should revoke any commitments they have made to liberal-

ize their health care and health insurance markets through the World Trade 

Organization’s General Agreement on Trade and Services (GATS) or regional 

and bilateral trade agreements, and should reverse any agreements that un-

dermine their ability to regulate the health care sector.

Making the public sector work – strengthening management Much more in-

vestment needs to be directed at strengthening public sector health man-

agement capacity at all levels of the health care system. Too often, however, 

management-strengthening initiatives are ineffective, short-lived and de-

contextualized, reflecting a general neglect of public administration in the 

development sector. Key elements of health systems management are high-

lighted below.

resource management and planning Ministries of Health need to 

show where the money is spent, on whom and on what. A diagnostic health 

sector review, which characterizes health and health care inequalities and 

which describes resource levels and distribution, expenditure flows and the 

relative positions of public and private health sectors, including the role of 

non-government actors, is a necessity. Plans to reallocate and redistribute 

resources can follow on from a transparent evidence base.
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Structural imbalances, such as the relative over-development of large city 

hospitals and under-development of primary and secondary level care in rural 

areas, are best addressed through a series of 3–5 year planning cycles. To en-

sure equitable resource allocation between geographic areas, decisions about 

financing and major resource allocation should be centralized and based on 

an equitable, population-weighted needs-based formula. Countries should be 

wary of decentralizing health financing, as this may increase inequity as richer 

areas spend more money and absorb more resources. 

prioritizing interventions With respect to programmatic areas, re-

sources should be titrated against the level of priority: higher priority pro-

grammes (for example, basic maternal and child health services) will be more 

intensely resourced, while those of lower priority will be less well resourced. 

This is a flexible system of rationing that has been termed dilution – as dis-

tinct from the blanket exclusion of interventions (through ‘essential packages’ 

World Bank style) that has been termed denial (New, 1996). From an equity 

perspective, resources should first be allocated according to the relative health 

care need of people, and only then should considerations of cost-effectiveness 

be applied to the selection of treatments – this is in contrast to the selection of 

people for treatment which will happen if priorities are primarily set in terms 

of interventions. 

implementing phc programmes Central to improving health outcomes is 

the effective provision of medical services in conjunction with a multi-sectoral 

approach to promote and protect health. Health care systems can act as the 

engine for such a model of health care through the appropriate design of PHC 

programmes. Such programmes would include the delivery of cost-effective 

medical care, aided by essential medicines lists and rational, standard treat-

ment guidelines, as well as interventions to promote and protect health, such 

as improving access to clean water; ensuring household food security; providing 

for adequate shelter and housing; and raising levels of literacy. The design of 

PHC programmes must also incorporate the involvement and empowerment 

of communities. The revitalization of community health worker programmes 

may form a part of this. Too many health programmes are still implemented in 

a top-down, technocratic manner with an over-emphasis on medical services. 

health systems and operational research  Enhancing the role of 

research in strengthening health care systems is often discussed but rarely 

implemented. Much more investment is required in health systems and prob-

lem-solving operational research relative to biomedical research and research 
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that is geared towards academic publications. However, health systems and 

management research needs to become more embedded in health manage-

ment and planning activities and not run as a parallel activity. Policy makers 

and health managers should lead the development of research agendas more 

than they do at present. There is also a need to invest more in the development 

of health information and disease surveillance, and the capacity and time for 

staff of public health care systems to conduct their own research.

appropriate timeframes In many countries with urgent health needs, 

longer timeframes are needed to plan, implement, integrate and sustain 

health efforts. Today, timeframes set by international agencies and donors 

are often unrealistic and too short. They can lead to, for example, an over-

dependence on top-down vertical approaches rather than approaches that 

simultaneously build the longer-term capacity and sustainability of health care 

systems. The frequent changing of international priorities and the short-term 

funding cycles of donors also needs to change towards adopting realistic and 

sustainable timeframes. 

Political and social mobilization Those living in urban areas (especially the 

more affluent) and the higher levels of the medical profession benefit from 

5 To make health care systems more equitable and effective, both  
the geographic and social distance between health professionals  

and communities must be shortened.
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the high technology and urban bias of resource distribution and will lobby 

against any measures to change this. Many parts of the private sector have 

reasons to block movement in the direction of the PHC Approach. These 

vested interests can be overcome only by a political effort, which includes 

the mobilization of those who are disadvantaged by the current system and 

their political and civil society representatives. Where communities face a 

commercially driven health care sector, they need to lobby for a regulatory 

framework to hold providers and the health system accountable. Where neo-

liberal reforms are undermining public systems and shifting state obligations 

onto communities, they need to mobilize in support of the public sector. 

The need to engage with actors and policies from beyond the local area 

poses a particular challenge. Social movements may need to bring together the 

concerns of several communities and find ways of presenting collective views 

and concerns at the national or international level. This form of community 

involvement requires an advanced level of organization, capacity building and 

civil society networking. Examples include the Treatment Action Campaign 

in South Africa, which challenged the patent monopolies of drug companies 

on anti-retroviral drugs and the failures of the South African government to 

provide treatment for HIV/AIDS, and the mobilization of civil society against 

the privatization of health services in El Salvador. 

The role of international NGOs in acting as a conduit for the demands and 

needs of poor people in developing countries is important. International NGOs 

in developed countries should help develop the capacity of Southern-based 

NGOs and work with and through them. UN agencies must find ways to create a 

more prominent involvement of Southern-based NGOs, academics and health 

institutions in shaping the international health policy agenda.

Public and community involvement in health care systems For public sector 

bureaucracies to work effectively, efficiently and fairly, they need to be held ac-

countable – internally through rules and codes of ethical conduct but, equally 

importantly, externally to communities and the public. 

The spectrum of appropriate community involvement includes commu-

nity mobilization to assert rights, challenge policies and present alternatives; 

monitoring of services by communities; involvement in planning and deci-

sion-making; and involvement in the implementation of PHC programmes 

and services. All too often, the role of civil society organizations within health 

care systems is given inadequate attention, or is used to cover up other agendas 

such as transferring government responsibility onto communities or rubber-

stamping central decisions.



A
p
p
ro

a
ch

es to
 h

ea
lth

 ca
re

91

Appropriate community involvement should also be enhanced by health 

care systems through effectively empowered community structures and forums 

(such as district health committees, clinic committees and hospital boards), 

as well as by inculcating a culture of consultation and respect for lay people. 

Health care systems can disseminate information about local health services 

and the rights of service users, as well as publicize disparities in key indicators 

such as maternal mortality and immunization coverage to encourage a social 

commitment towards reducing inequity. However, because communities are 

themselves stratified, health workers need to make sure that community in-

volvement does not entrench privilege.

More effective assistance from donors and global initiatives Donor and inter-

national health agencies must improve the quality, coordination and appro-

priateness of their programmes and initiatives. They must learn to develop 

a better understanding of local contexts and to adopt policies that place the 

long-term self determination and development of Ministries of Health and 

the citizens of recipient countries at the heart of all decision-making. Donors 

must reaffirm the generic principles of a coordinated sector-wide approach to 

health systems development. More investment should be aimed at developing, 

retaining and motivating public sector staff, and donors must be prepared to 

fund the recurrent costs of public sector health care systems in the poorest 

countries for at least the medium-term. Donors should also divert more fund-

ing away from agencies based in donor countries towards the public sector 

and NGOs in recipient countries.

Donor programmes and international health initiatives must translate the 

rhetoric of implementing disease-based programmes in ways that strengthen 

health care systems in practice. Disease-specific initiatives must explicitly 

explain and demonstrate how they are strengthening the overall development 

of comprehensive health care systems. Philanthropic agencies must recognize 

the need to balance investment in medical technologies with the need to invest 

in human resources, health systems and multi-sectoral approaches to health 

promotion and disease prevention.

Donors must avoid self-promotion and no longer insist that governments 

show quick results from their grants. Donor funding should be judged in-

stead by the performance of the overall health care system over time. Donors 

should adopt a more incremental, problem-solving approach to health sector 

development, rather than the blueprint approach currently favoured by foreign 

technocrats. Technical assistants need to be selected with greater attention to 

the appropriateness of their skills; their willingness to learn the local cultural 
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and historical contexts before prescribing remedies; and their commitment to 

developing the self-sufficiency and capacity of local counterparts. 

Donor programmes and international health initiatives should develop 

mechanisms to uncover transgressions in the management of aid on the part 

of both recipient governments and donor agencies. The auditing of the per-

formance of donors and international health agencies should be encouraged 

and conducted by independent institutions that do not have any conflicts of 

interest in doing so.

Finally, donors and international health agencies should fund and foster 

more partnerships between high-performing middle- and low-income coun-

tries that have been able to show above average health status and health care 

performance (such as Thailand, Sri Lanka, Cuba and Costa Rica) and other 

countries with struggling health care systems.

An organizational framework for the health care system – the District Health 

System The DHS model (described in section 1) provides an organizational 

framework for many of the other recommendations. It creates a decentralized 

system to allow health plans and programmes to be tailored to the needs and 

characteristics of the local population and topography. It provides a platform 

for the integration of policies and priorities emanating from different pro-

grammes and initiatives at the central level, and for getting the appropriate 

balance between top-down and bottom-up planning. Districts can form the 

basis for resource-allocation decisions informed by a population-based assess-

ment of need, and can help central levels of the health care system to identify 

areas requiring additional capacity development or support. 

The DHS represents a particular type of decentralization – one that pro-

motes integration between hospitals, clinics and community-based health 

care within a single, coherent national health system – in contrast to the de-

centralization of neoliberal health sector reforms, which fragments the health 

care system. The organization of the health care system on a geographic basis 

adopts a more inclusive, population-based approach to health rather than the 

organization of health care according to segmented, socio-economic groups. 

The DHS also provides an architecture for facilitating community involve-

ment in health and organizing the comprehensive and multi-sectoral approach 

of Alma Ata. District-level health management structures could evaluate and 

monitor the quality of care provided in the private sector. The DHS could 

therefore be part of a strategy to reshape the performance and culture of the 

private health sector. 

Establishing a DHS model implies more than just the demarcation of health 
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district boundaries. Most important is that district-level health management 

structures have the authority, status, skills and competencies to plan for and 

manage health care delivery for their local population without constant inter-

ference from central dictates and demands. Central-level policy makers and 

managers in turn have to change their function from directly managing health 

care services to developing guidelines, facilitating capacity development, pro-

viding support, and supervising and monitoring. 

Although WHO has recently called for the revitalization of the PHC 

Approach, it did not set out an accompanying strategy for the organization 

of health care systems – instead it seems to advocate tacking on the PHC 

Approach to the various health sector reforms that have taken place since the 

1980s. 

Rebuilding trust  The final recommendation involves promoting trust as a 

conceptual basis for encouraging a higher level of ethical behaviour within 

health care systems. Trust matters to health care systems for two reasons. 

First, it represents a moral value in itself, which is important because health 

care systems are social institutions that reflect and shape societal values and 

6 The demise of health for all and equity.
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norms (Loewy 1998, Mooney 1998). The design of health care systems – from 

financing and resource allocation mechanisms to the governance arrange-

ments of clinical practice – influence the values that they signal to society. In 

this way, trust sustains the legitimacy of public health policy and action and 

stands as an important and much-neglected counter-balance to the pressures 

of commercialization (Gilson 2003).

Second, trust facilitates the co-operation among people and organizations 

that is fundamental to the provision of health care. Trust is a key element of the 

provider-patient relationship – it is essential that patients can trust providers to 

behave ethically and have their best interests at heart (Davies 1999, Mechanic 

1996). Trust also facilitates patient communication, underpins the provider’s 

role in encouraging patients to change their behaviour, and enables greater 

patient autonomy in decision-making. 

Health care systems can actively nurture trust and ethical behaviour by 

acting against violations of trust and promoting norms or values, such as 

truthfulness, attitudes of solidarity, and a belief in fairness. To this end, they 

should develop the institutions that are able to influence the behaviour of pro-

viders, managers and insurers, including standards of professional conduct, 

clinical protocols and best-practice guidelines; systems to monitor adherence 

to standards and protocols; licensing and disciplinary procedures; an explicit 

recognition of rights to health care (Giddens 1990); and actions that constrain 

profit-seeking behaviour, such as capping prices, countering the use of infor-

mal payments or requiring free treatment of emergency cases. 

Management practices can also enhance levels of trust and ethical behav-

iour. Improved communication and a two-way flow of information can increase 

levels of trust, as can establishing transparent procedures by which community 

members can monitor and evaluate health care practices. Transparent ex-

penditure reviews can ensure probity in the use of funds and act as a bulwark 

against the misuse of resources. The accreditation of providers, especially if 

conducted in a spirit of cooperation, is another mechanism to promote good 

performance according to specified standards as well as to build trust and 

shared values. Transparent and fair decision-making practices also act as a 

source of self-esteem and intrinsic motivation that can build commitment and 

trust for the employer organization.

Political, social and health sector leadership that promotes ethical be-

haviour, good quality care and values of fairness and justice is important in 

shaping a culture of trust and ethics within health care systems. These actions 

will need to be complemented by international action and debate to signal to 

health systems and society at large that trustworthy behaviour matters, point-
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ing to an important role for WHO and other international health agencies. 

Rather than seeing health systems as machines through which bio-medical 

interventions are delivered, health leaders must recognize them as social in-

stitutions comprised of chains of people, relationships and understandings.
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