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1. Values in the context of health and health care 
 
Values are the backbone of public health measures and health reforms. The European Regional Office 
of the World Health Organization (WHO EURO) recognises the centrality of values in health reform 
debates. “Health systems are strongly influenced by the underlying norms and values of the broader 
society within which they function. Health care services, like other human service systems, are mirrors 
that reflect the deeply rooted social and cultural expectations of the citizenry as a whole. These 
fundamental values, while generated outside the formal structure of the health system, often define the 
system’s overall character and capacity.” [WHO EURO 1996] 
 
“A key indicator of a society’s normative values is the very nature of health care itself. In some 
societies it is viewed as a predominantly social or collective good, in which all citizens benefit when 
an individual receives needed curative as well as preventive care. A related value is that of solidarity, 
in which the cost of care is intentionally cross-subsidized from the young to the old, from the rich to 
the poor and from the healthy to the sick, to ensure that all members of society receive needed care. In 
other societies, influenced by the radical market-orientated thinking of the 1980s, health care is 
increasingly perceived as a commodity to be bought and sold on the open market. This position 
emphasizes the technical and dynamic efficiency that market incentives can instil into the provision of 
health services, and the contributions these incentives are believed to make towards restraining future 
growth in health care expenditure. However, the concept of health services as a market commodity, 
while having been discussed in some policy-making circles, has not been adopted in any European 
country.” [WHO EURO 1996] 
 
In a similar mood the World Health Report 2000 tried to assess two issues of health systems: “The 
objective of good health itself is really twofold: the best attainable average level – goodness – and the 
smallest feasible differences among individuals and groups – fairness. 
• Goodness means a health system responding well to what people expect of it;  
• fairness means it responds equally well to everyone, without discrimination. [WHO 2000] 
 
 
1.1 Fairness 
 
The concept of fairness received a very special prominence in ethics and philosophy by the theories of 
Rawls. Rawls ‘justice as fairness’ rests basically on his ‘principle of difference’: inequalities in the 
distribution of scarce resources are justified if they serve the purpose to improve the status of the worst 
off. That is a rule of solidarity in the context of two other principles, i.e. the principle of maximal 
freedoms and the principle of equality of opportunities. Rawls theory is a liberal political theory with 
some welfare state elements. “The basic idea of justice as fairness is that social and economic 
inequalities are tolerated in the basic structure of society insofar as they do not jeopardize the 
fundamental equality of the members of society. More precisely, justice is seen as undermined if 
society’s main economic, social and political institutions require sacrifices from the worse off groups 
purely to the benefit of the better off groups. Such a social division of labor would not be a “fair 
system of cooperation””. [Peter] This concept is based on two basic assumptions: 
                                                 
1 This paper was originally drafted as discussion stimulation paper for a European Commission’s Working Group on Fair 
Financing initiated by the German Agency for Technical Cooperation by the year 2003. Purposefully the author went beyond 
the original scope and purpose and tried to sketch a rather comprehensive overview on fairness and related values in the 
context of health and health care. Comments might be addressed to detlef.schwefel@berlin.de  
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• the society is a fair system of cooperation and 
• all members of society are fundamentally equal and free. 
Health, nevertheless, was not mentioned in Rawls theory of justice as fairness. Notwithstanding, the 
concept of fairness in health received quite some attention, even in the context of his theories. Health 
is a natural good for Rawls that was not so much amenable to society’s intervention in his time. If he 
would have been aware of the expected or dreamed progress of genetic engineering, might be he 
would have argued differently. The degree of avoidability of diseases is, indeed, a very important 
aspect of fairness and justice applied to health and diseases. 
 
In common understanding of the wo/man in the street – as reflected in the Webster dictionary – we 
find the following definitions: 
• fair: “a : marked by impartiality and honesty : free from self-interest, prejudice, or favoritism <a 

very fair person to do business with> b (1) : conforming with the established rules : allowed (2) : 
consonant with merit or importance : due <a fair share> c : open to legitimate pursuit, attack, or 
ridicule <fair game> (10 further meanings of ‘fair’)” 

• fairness: fair-ness noun  
• synonyms “fair, just, equitable, impartial, unbiased, dispassionate, objective mean free from favor 

toward either or any side. FAIR implies an elimination of one's own feelings, prejudices, and 
desires so as to achieve a proper balance of conflicting interests <a fair decision>. just implies an 
exact following of a standard of what is right and proper <a just settlement of territorial claims>. 
equitable implies a less rigorous standard than just and usually suggests equal treatment of all 
concerned <the equitable distribution of the property>. impartial stresses an absence of favor or 
prejudice <an impartial third party>. unbiased implies even more strongly an absence of all 
prejudice <your unbiased opinion>. dispassionate suggests freedom from the influence of strong 
feeling and often implies cool or even cold judgment <a dispassionate summation of the facts>. 
objective stresses a tendency to view events or persons as apart from oneself and one's own 
interest or feelings <I can't be objective about my own child>. synonym see in addition beautiful.” 
[Merriam-Webster Dictionary Internet version on www.m-w.com]. 

In this context fairness seems to be a rather multivalent word with very many rather overlapping 
synonyms and connotations, which are relatively elusive and imprecise. In many European languages 
there is no exact one-to-one translation correspondence to these words – just and justice seem to be 
more appropriate words in our context, or equitable and equity – even if the last two words again, do 
not have a straightforward translation in several European languages and are also closer to the 
concepts of “just” and “justice”.  
 
In the health debate fairness received a strong positioning by the World Health Report 2000 and a very 
definite definition and measurement. All member countries of WHO were rated and ranked according 
an index of fair financial contribution. “The way health care is financed is perfectly fair if the ratio of 
total health contribution to total non-food spending is identical for all households, independently of 
their income, their health status or their use of the health system.” [WHO 2000] The formula reads as 
follows: “ 

 
where HFC is the financial contribution of a given household and HFC is the average financial 
contribution across households. The index is designed so that complete equality of household 
contributions is 1 and 0 is below the largest degree of inequality observed across countries.” [WHO 
2000] The most important connotation of this definition is that catastrophic payments for health and 
health care seem to be unfair. Such clarity – as opposed to the relative vagueness of the Webster 
definitions – is very beneficial to stimulate discussion. At the same time, it provokes rejection, since 
many of the floating connotations of fairness are left aside.  
 
In the context of another international comparative approach towards improving health and health care 
fairness was defined much more broadly: “Fairness is a multi-dimensional concept, broader than the 
concept of equity. Fairness includes equity in health outcomes, in access to all forms of care, and in 



Detlef Schwefel: Fair financing for health and health care 

 

3 

financing. Fairness also includes efficiency in management and allocation, since, when resources are 
constrained, their inefficient use means that some needs will not be met that could have been. For the 
public to be empowered to assure that its health is promoted, fairness must also include accountability. 
Finally, fairness also includes appropriate forms of patient and provider autonomy." [Daniel] This very 
definition is again pinpointing to the many synonyms of fairness and to the closeness of this concept to 
the rather traditional concept of equity. 
 
 
1.2 Equity 
 
Most prominent are reciprocal definitions of equity, fairness and justice. 
• Fairness is “the attitude to be just to all”. [WHO 2003]  
• “Equity: principle of being fair to all, with reference to a defined and recognized set of values.” 

[WHO 2003]  
• The same glossary defines equity as “fairness within the health system. Often taken to mean 

equity of access to health services or equity of health outcome. More general concept is equity of 
health, meaning equal levels of health among different population groups, to which equity of 
access and equity of outcome contribute. One health system goal is to maximise equity.” [WHO 
2003]  

•  “Equity is an ethical concept that eludes precise definition. Synonyms are social justice and 
fairness, which again, could be taken to mean differently by people at different times. Equity 
usually deals with a predetermined standard or norm, which is considered "just" or "fair.” [WHO 
SEARO]  

• The same tendency is found in the health economics literature: “In economics the term "equity" is 
usually taken to refer to fairness in the distribution of a good (in this case "health"), and "fairness" 
is taken almost unthinkingly to mean reducing inequalities.” [Williams in Culyer]  

Fairness, equity and justice seem to be very much interrelated and overlapping. 
 
The same happens in the general worldview where ‘equity’ according to Webster is “ 
1  a : justice according to natural law or right; specifically : freedom from bias or favoritism  
 b : something that is equitable 
2  a : a system of law originating in the English chancery and comprising a settled and formal body 

of legal and procedural rules and doctrines that supplement, aid, or override common and statute 
law and are designed to protect rights and enforce duties fixed by substantive law  

 b : trial or remedial justice under or by the rules and doctrines of equity  
 c : a body of legal doctrines and rules developed to enlarge, supplement, or override a narrow 

rigid system of law 
3  a : a right, claim, or interest existing or valid in equity  
 b : the money value of a property or of an interest in a property in excess of claims or liens 

against it  
 c : a risk interest or ownership right in property  
 d : the common stock of a corporation.” 
[Merriam-Webster Dictionary Internet version on www.m-w.com] 
 
WHO adopted a negative definition of ‘equity’ that tries to be a bit more specific. “The term inequity 
has a moral and ethical dimension. It refers to differences which are unnecessary and avoidable but, in 
addition, are also considered unfair and unjust. So, in order to describe a certain situation as 
inequitable, the cause has to be examined and judged to be unfair in the context of what is going on in 
the rest of society.” [Whitehead] Injust in this sense are especially states of non-well-being  
• that are caused by human actions, not by nature, 
• that are amenable to human interventions, even if genetically given. 
In this context it is debatable if the ‘birth lottery’ of being genetically handicapped or being male and 
if the informed acceptance of ‘risky behaviours’ and ‘risky jobs and environments’ – just to mention 
two areas of concern – are considered to be avoidable and therefore inequitable. Very meaningful 
discussions can originate from this concept of unnecessary and avoidable differences in health, that are 
considered to be unjust and unfair. 
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In a positive formulation it is stated that “equity in health implies that ideally everyone should have a 
fair opportunity to attain their full health potential and, more pragmatically that no one should be 
disadvantaged from achieving this potential, if it can be avoided. Equity is concerned with creating 
equal opportunities for health and with bringing health differentials down to the lowest level possible.” 
[Ritsatakis] 
 
In pragmatic terms there are the concepts of equity in health status and equity in health care. “Health 
status refers to the physical, psychological and social well-being of a person, while health care is only 
one of many determinants of health status. Health care refers to certain characteristics of health 
services, such as accessibility, use, quality, resource distribution and financing.” [PAHO] 
 
In theoretical terms there is a difference between horizontal and vertical equity. “A health system 
should strive for both horizontal and vertical equity – treating alike all those who face the same health 
need, and treating preferentially those with the greatest needs – to be consistent with the goal of 
reducing health inequalities.” [Murray 2001] “Vertical equity requires that individuals with different 
ability to pay should make appropriately dissimilar payments for health care.” [McIntryre] Horizontal 
equity means that similar groups are not paying differently, vertical equity means that the rich pay 
more than the poor. 
 
In didactical terms there are quite some questions to be asked in the context of the meaning of equity. 
The ‘Issues Panel on Equity in Health’ of Williams and Illsley proposes the following key questions: “ 
1  Is Aristotle’s framework the best one to work with (are we concerned both with the equal 

treatment of equals and with the unequal treatment of unequals)? 
2  Can we list all of the things that people might regard as morally relevant in judging the respects 

in which people might be regarded as equal or unequal ? 
3  Is there a distinction to be drawn between “morally relevant” and “politically relevant” ? 
4  To what extent should inequality reduction be constrained by respect for personal liberty 

(include the right to private health care) ? 
5  When making moral judgements about inequalities, to what extent should a person’s fault or 

merit be weighed in the balance? 
6  Is an inequality caused by a democratic decision to decentralise decision-making nevertheless 

morally reprehensible? 
7  Is it morally unacceptable to deny the better off improved services that might be offered to the 

worse off?”. [Williams & Illsley] 
 
 
1.3 Equality 
 
In comparative terms equity is often differentiated from the term equality. “Equity is not the same as 
equality, and not every inequality is considered an inequity. The definition of inequity used in this 
paper is “any inequality which is unnecessary, avoidable, and unjust”. While equality is an empirical 
concept, equity represents an ethical imperative which is associated with the principles of social justice 
and human rights. In operational terms, equity in health involves the minimizing of avoidable 
disparities in health - and its determinants - between groups with different levels of social privilege.” 
[PAHO] “Equity should be differentiated from equality. Equality does not take into account whether 
the existing disparity/gap/difference is "fair or just". Simply, inequity is unfair or unjust inequality. In 
practice, the terms, equity and equality are used interchangeably. Social scientists and economists use 
these terms more frequently. They tend to use inequality more due to the difficulty in setting the 
agreeable standard or norm for inequity.” [WHO SEARO] Not all inequalities are inequities. But 
inequities are inequalities regarded as unfair and unjust. 
 
The common wo/man defines ‘equal’ and ‘equality’ in the following way: “ 
1  a (1): of the same measure, quantity, amount, or number as another (2): identical in 

mathematical value or logical denotation: equivalent b : like in quality, nature, or status c : like 
for each member of a group, class, or society <provide equal employment opportunities> 
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2  regarding or affecting all objects in the same way: impartial 
3 free from extremes: as a : tranquil in mind or mood b : not showing variation in appearance, 

structure, or proportion 
4 a: capable of meeting the requirements of a situation or a task b : suitable <bored with work not 

equal to his abilities> 
synonym see same”. [Webster online dictionary] 
 
Politically the most important equality-issue is poverty, i.e. shortfalls of consumption or income, e.g. 
in terms of comparing current consumption with a normative consumption pattern in terms of a 
sufficient and healthy diet or by comparing income with monetary yardsticks, e.g. 1 US$ per day or 
less as extreme poverty or 50% and below of the average income of a reference group. As opposed to 
such operational definitions the common definition of poverty relates to the following network of 
concepts and synonyms: “poverty, indigence, penury, want, destitution mean the state of one with 
insufficient resources. poverty may cover a range from extreme want of necessities to an absence of 
material comforts <the extreme poverty of the slum dwellers>. indigence implies seriously straitened 
circumstances <the indigence of her years as a graduate student>. penury suggests a cramping or 
oppressive lack of money <a catastrophic illness that condemned them to years of penury>. want and 
destitution imply extreme poverty that threatens life itself through starvation or exposure <lived in a 
perpetual state of want> <the widespread destitution in countries beset by famine>.” [Webster online 
dictionary] 
 
In pragmatic terms the two essential questions are: inequality  
• of what: health, income, etc. 
• of whom: which socio-economic groups. 
In this context the philosophy of egalitarianism is at the stake. Tobin called ‘specific egalitarianism’ 
“the view that certain specific goods – such as health and the basic necessities of life – should be 
distributed less unequally than people’s ability to pay for them.” [Anand] In this context a minimum 
standards approach is being advocated sometimes, i.e. equality with regard to the satisfaction of basic 
needs and inequality beyond the basic necessities of life. 
 
 
1.4 (Social) justice 
 
Definitions of equity and fairness refer quite often to the terms ‘just’ and sometimes to ‘justice’, 
mostly in the connotation of social justice. In everyday life justice is considered to be “ 
1  a : the maintenance or administration of what is just especially by the impartial adjustment of 

conflicting claims or the assignment of merited rewards or punishments  
 b : judge  

c : the administration of law; especially : the establishment or determination of rights according 
to the rules of law or equity 

2  a : the quality of being just, impartial, or fair  
 b (1) : the principle or ideal of just dealing or right action (2) : conformity to this principle or 

ideal : righteousness  
 c : the quality of conforming to law 
3 conformity to truth, fact, or reason : correctness.” 
[Merriam-Webster Dictionary Internet version on www.m-w.com] 
 
In philosophy it is one of the most traditional terms and concepts, starting with Aristotle who 
distinguished between 
• iustitia legalis – justice related to rules and regulations (positive law) 
• iustitia distributiva – justice related to distribution (proportional to performance and capacities)  
• iustitia commutativa – settled justice (in legal terms) 
For Aristotle justice is the disposition to give each person his ‘due due’ (suum cuique) and the 
disposition to treat equals equally and unequals unequally. Distributive justice means that burdens and 
benefits must be shared within a community.  
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“Do not do, what should not be done to you.” This categorical imperative of Immanuel Kant marks a 
very important milestone in the development of philosophical thinking from the antique to modern 
times. In this context it is philosophers and other wise women or men influencing and/or reflecting the 
social and political culture of populations regarding morale and ethics. Such concepts 
• are autonomously and voluntarily shared by certain groups,  
• have a kind of universal application, 
• are prioritized categorically as compared to other standards [Koller]. 
There is a large literature on philosophical aspects of justice and social justice, which can not be 
summarized here. They are related to the material rather than formal or legal aspects of justice. The 
most widely cited current concept of ‘justice as fairness’ was mentioned above, already, i.e. ‘justice as 
fairness’ of Rawls. 
 
Some political theorists, nevertheless, deny the relevance of concepts like social justice. They argue 
that the efficiency of the market – in the long run – will benefit the poor, too. [Hayeck] Concepts like 
social justice could just be seen as competitive weapons to defend private vested interests without 
good reasons. Such concepts even could be considered dangerous in a fundamentalistic application to 
the whole world rather than to smaller communities and cultures. [Walzer] 
 
In social sciences and pragmatically ‘social justice’ is mostly related to the sustained reduction of 
existing discriminations and the availability of equal opportunities. In this context there exists an 
empirical social justice research: 
• Social justice can be operationalized and measured for example as “social security of social 

equity related to the satisfaction of basic needs”. [Schwefel 1972] Indicators for the satisfaction 
of basic needs are essentially related to health and education, i.e. brains and bodies or physical 
and intellectual capabilities as the most basic production factors. Temporal variations and 
variations across population groups are proxies for security and equity. The basic three concepts 
can be combined mathematically in a multiplicative relationship and this index could be 
considered a comprehensive development index. 

• Empirical “justice research” can deal furthermre with questions like ‘payment justice’ with the 
following four exhaustive questions: 
- what is just payment? 
- how do attitudes on justice influence real payments? 
- how large is the extend of perceived injustice in case of deviations from a status of 

justice? 
- what impact has perceived injustice for behaviour and society?" [Jasso & Wegener]  
The authors assume that these four questions are operational as well as they fit a theory of just 
payment and that the intensity of the feeling of justice J can be expressed as the natural 
logarithm of the relation of really received payment A as compared with a payment that is 
perceived as just C, i.e. J = ln (A/C). 

 
 
1.5 Solidarity  
 
The attitude of driving towards equity, fairness and justice is often called ‘solidarity’. Webster defines 
solidarity as “unity (as of a group or class) that produces or is based on community of interests, 
objectives, and standards”. [Webster online dictionary]. In the political arena of health reform debates 
solidarity is often considered to be a typical ‘old European’ value. “Solidarity has become 
synonymous with “risk pooling”, referring to all arrangements in which health care costs are not 
financed individually, and in which people who remain healthy through a given period financially 
support those who become sick and use health care services. The term “solidarity” is also reserved in 
Europe for health care systems designed to reduce health-related inequalities. According to this 
principle individual financial contributions are, at a minimum, not dependent on the individual’s 
health status – instead they are related to his or her ability to pay. However, services are not delivered 
according to ability to pay but according to need. As a consequence, a health care system is judged to 
achieve solidarity if it realizes a more equitable distribution between age groups, between income 
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classes, between single people and families, and between good and bad health risks, than would be the 
case in the (fictive) situation of an unregulated private health care market.” [WHO EURO 1996] 
 
In pragmatic definitions of solidarity in health and health care most often some very specific issues are 
mentioned 
• subsidy from the rich to the poor 
• subsidy from the healthy to the sick 
• subsidy from the young to the old 
• subsidy from small to larger families 
• subsidies for a complete and universalistic treatment 
• subsidies for not excluding anybody 
Such subsidies intend to provide an equitable treatment according to need, rather than according to the 
ability to pay of the client. This brings us back to the issue of fair financing – and to the concept of 
need – perceived needs, expressed needs, normative needs, and comparative needs – as compared to 
demand.  
 
 
1.6 Related values 
 
Justice and fairness are part of the political discourse and its intention to describe & explain and to 
legitimize or criticise existing situations. They are companions of a host of similar and sometimes 
related concepts like democracy, freedom, public interest and other ‘multifunctional’ concepts for 
political declarations and for political competition. In the contemporary political debate on 
development, health and health care many more concepts are en vogue and constitute the political 
context of the meanings of justice and fairness. We cluster some of these values as follows: 
• People’s rights and responsibilities: human and civil rights, political participation, democracy, 

good governance and stewardship  
• People’s expectations: responsiveness including dignity, autonomy and other non-medical 

expectations of people related to health care 
• Principles of ‘fair and efficient’ organization: decentralization, deconcentration, pluralism, 

subsidiarity and the like 
• Principles of risk pooling and risk sharing: social security, social protection and social health 

insurance 
• Eradication of extreme poverty and exclusion in the context of many millennium declarations, 

e.g. the millennium development goals  
We can not go into the depth of these topics and content ourselves with some random remarks. 
 
A basic value in the political debate is the enforcement of human and civil rights. It is important to 
take into consideration that human rights do also refer to social, economic and health rights, and not 
just to the rights of speaking, thinking and believing [www.who.int/hhr/en/]. It will be most important 
to relate concepts of fairness, equity and justice to human rights and civil rights which are still 
endangered in many a country. A link to human rights law enforcement and to new legislation 
regarding the widening of this issue into social, economic and health rights is a most important issue to 
achieve fairness, equity and justice. This would be a sign of good governance. 
 
Good governance and stewardship in the context of democracy and political participation, are being 
discussed widely in recent articles on health care. Within the ‘macroeconomics and health’ debate 
[Sachs 2001c] it was stated: “Different studies show the relation between democracy and good 
governance, on one hand, and social welfare, on the other. Democracy and good governance include 
notions of freedom of association and speech, effective voice and political participation, the rule of 
law, transparency, accountability, and control of corruption. Those issues matter directly and indirectly 
for the welfare of the people in any country, and particularly for the poor. Bad governance not only 
affects growth overall, but also worsens income distribution and appear to have a special negative 
impact on the poor through different channels.” [Diaz-Bonilla] Political participation, especially, has 
been a democratic catchword in community health since a long time, in a sense of getting ownership 
of what is going on in health care and of linking carers and clients. Philosophically this topic relates to 
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the dichotomy of freedom and responsibility, too. “Sen stresses that certain substantive freedoms (“the 
liberty of political participation or the opportunity to receive basic education or health care”) are 
“constituent components of development” (essentially, end goals) as well as contributors to economic 
progress.” [Sachs 2001c] Political participation, nevertheless, did not emerge enthusiastically from the 
potential beneficiaries. Participation was more a dream than a reality in many health projects and 
programmes. To compensate for this lack of democratic participation of ‘those below’, stewardship 
and good governance of ‘those above’ is being asked for, increasingly. In its 2000 World Health 
Report WHO dedicated a whole chapter on this issue. A steward is considered to be ethical and 
efficient at the same time and concepts like confidence, trust, legitimacy are very much related to this 
issue. [Saltman] The discussion on health as a public good is very much linked to this discussion, too. 
[Kaul] 
 
Dignity in the context of responsiveness is a very important collateral value of justice and fairness. 
The World Health Report 2000 assesses these values in the context of responsiveness of a health 
system, i.e. addressing people’s non-medical expectations. “The general notion of responsiveness can 
be decomposed in many ways. One basic distinction is between elements related to respect for human 
beings as persons – which are largely subjective and judged primarily by the patient – and more 
objective elements related to how a system meets certain commonly expressed concerns of patients 
and their families as clients of health systems, some of which can be directly observed at health 
facilities. Subdividing these two categories leads to seven distinct elements or aspects of 
responsiveness. 
• “respect for persons (which) includes: (1) Respect for the dignity of the person. At the extreme, 

this means not sterilizing individuals with a genetic disorder or locking up people with 
communicable diseases, which would violate basic human rights. More generally, it means not 
humiliating or demeaning patients. (2) Confidentiality, or the right to determine who has access 
to one’s personal health information. (3) Autonomy to participate in choices about one’s own 
health. This includes helping choose what treatment to receive or not to receive. 

• Client orientation includes: (1) Prompt attention: immediate attention in emergencies, and 
reasonable waiting times for non-emergencies. (2) Amenities of adequate quality, such as 
cleanliness, space, and hospital food. (3) Access to social support networks – family and friends 
– for people receiving care. (4) Choice of provider, or freedom to select which individual or 
organization delivers one’s care.” [WHO 2000] 

These expectations of people and patients reflect what is considered to be a fair and just treatment 
from the point of view of the individual.  
 
Discussions on principles of a ‘fair and efficient’ organization of social affairs and arrangements are 
often mixed with discussing objectives of the health system. Decentralization, deconcentration, 
pluralism, subsidiarity and similar concepts are mentioned very often in this regard. The ‘old 
European’ concept of subsidiarity – nearly untranslatable into English – is a central issue in this 
respect. It means that governments should not do, what could be done better at other levels, may it be 
regions, provinces, districts, communities, families or even individuals. The lowest possible level 
should take over responsibilities. Decentralization is just one aspect of this wider concept. Pluralism 
evolves from it since there are many ways to fulfil bottom-up responsibilities. Social security and 
social protection seem to be the opposite principle, i.e. that the government or levels below should do, 
what the lowest levels can not do by themselves. Issues related to these topics will be presented in the 
next chapter. 
 
Extreme poverty in the world hints at the relevance and coverage of our white Western values. Poverty 
is not just characterized by a statistical income group below one or two dollars income daily. “There 
are 2.8 billion poverty experts”, argues the World Bank in its very remarkable book series “Voices of 
the Poor”. [Narayan] The World Bank president states in the foreword: “A majority of them feel they 
are worse off and more insecure than in the past.” Analysing the content of the ‘voices of the poor’ 
carefully gives a clear understanding of poverty beyond mere income levels. Powerlessness and 
voicelessness of the poor are heavily reinforced by unnecessary heavy disease burdens, especially by 
the impoverishing high private costs of illness and hospitalization. They can drive even middle class 
families into poverty and long lasting indebtedness. Poverty is perpetuated by wide-spread ignorance – 
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lack of education among girls and women, predominantly – on how to prevent illness through 
knowledge and educated self-help and how to acquire and use life and health skills. Powerlessness and 
voicelessness of poor majorities reinforce the widespread lack of good governance and stewardship. 
This in turn leads to political unrest, conflicts, environmental negligence and degradation, economic 
stagnation or recession, and social exclusion that affect essentially the poor. A fourth of the world 
population is better off today than 1980 but a fifth is worse than before. [UNDP] “Extreme poverty 
ravages the lives of one person in four in the developing world.” [OECD 2001a] 2.8 billion human 
beings have to survive with less than 2 US$ a day. This seems to be an ethical and moral scandal. It is 
a scandal, too, that 475 billionaires are said to dispose about the average income of the world. [Mies] 
Poverty is a problem of fairness, justice and equity, indeed. 
 
 
1.7 Trade-offs, conflicts, developments 
 
These values and concepts are often in conflict with each other and with other values and objectives, 
e.g.  
• balancing equity and competition in health reforms in Western Europe, e.g. by giving consumers 

the choice to change their sickness funds – see Annex 11 
• inequalities as incentives for efficiency in case of income but not in case of health 
• low efficiency as equity problem since the use of a second best option deprives from potential 

benefits 
just to mention a very few. Such trade-offs and conflicts have to be assessed and the appropriate 
priorities be chosen among the different objectives of the health system and its determinants. 
“According to Aristotle’s Eudemian Ethics, the following quotation was inscribed over the temple of 
Leto at Delos: “Justice is fairest and Health is best. But to win one’s desire is the pleasantest.” 
[Alleyne] 
 
The vague and varying connotations of the concepts in mind are further aggravating this issue. 
Ideologies rather than philosophical concepts of justice seem to prevail in political debates of adepts of 
egalitarianism versus those who rather adhere to liberal political theories. Concepts like fairness and 
social justice are being modified, changed and replaced or interpreted differently in competing 
political debates. In Germany, for example, the directly untranslatable English word “fairness” is 
nowadays sometimes used to bypass the relatively ambitious redistributional connotations of ‘social 
justice’ and to reduce them to a ‘realistic’ ‘fair’ minimum standard of living for those really unable to 
work and to perform in a deteriorating labour situation. In the context of three transitions  
• from the Ford-mode of production to Post-Fordism (overcoming the large-scale mass 

production, e.g. of the typified Ford cars, with all its implications for family income, trade 
unions, etc.) 

• from industrial to knowledge and service societies and  
• from national to inter-national and cross-national sovereignties in a globalizing world 
the presumably required downgrading of the welfare state to a modernized state, i.e. from egalitarian 
to liberal modes of interaction, the relative meanings of such concepts are dramatically changing. 
“Social justice in the globalizing economy”, this is – for example – the title of the mandate for 
committees of political parties [SPD] in addressing the political expectations of their clienteles. Some 
political parties are presenting themselves as ‘fairness’-oriented defenders of economic liberalism, 
others are trying to overcome or modernize 'socialistic' minded conceptions of ‘social justice’, and 
some others are pinpointing at the Christian ethics and morale related to the social mandate of the 
Bible’s “Bergpredigt”, for example. Changing connotations and varying clienteles for the different 
concepts behind words like fairness and social justice have to be taken into account, when trying to 
relate such concepts to fair financing issues in health and health care. 
 
 
2 Monitoring of values in the context of health and health care 
 
Discussing these values in the context of health and health care is stimulated mainly by four interests: 



Detlef Schwefel: Fair financing for health and health care 

 

10 

• Comparing countries in terms of performance and benchmarking states of affairs of policies and 
reform programmes  

• Auditing differences in health and health care and adjusting resource allocations 
• Strengthening corrective measures by public policies, including poverty reduction and social 

security systems 
• Understanding better life and welfare in philosophy and life sciences 
Most publications refer to one or more of these areas of application. 
 
 
2.1 International comparisons of health systems performance 
 
The most prominent and controversial publication that refers to basic values like goodness and fairness 
is the World Health Report 2000. It aims at describing and comparing all member states of WHO in 
terms of performance of their health systems. Three lines of arguing are central 
1. improving and maintaining the health of its citizens 
2. respecting the dignity of those it serves (respect of persons in terms of dignity, autonomy and 

confidentiality and client orientation, in terms of prompt attention to health needs, basic 
amenities, access to social support networks, provider choices, i.e. consumer satisfaction) 

3. protecting from prohibitive cost (no impoverishment or excessive income share payments via 
financial risk pooling; poor should pay less than rich households). 

 
Goal achievement was to be measured with respect to these three goals on the basis of the best 
available evidence. This was certainly a worthwhile but at the same time very heroic undertaking. It is 
very good that WHO accepted all the risks involved in such an approach, which had this general 
framework of the health system in mind. 
 

Figure 1: Relations between functions and objectives  
of a health system according to WHR 2000 

 
[WHO 2000] 

 
The overall attainment was constructed by attributing 50% of the total score to health attainment, 25% 
to responsiveness and 25% to the fairness of financing. 
 
The basic concept behind measuring a fair financial contribution is the following: “Fair financing 
begins, therefore, from an ex-post perspective since it refers to the amount that a household paid in the 
past for better healthcare through all payment mechanisms compared to their income. For this analysis, 
health finance is considered perfectly fair if the ratio of total health contribution of households to their 
total non-food spending is identical for all households, regardless of their income, their health status or 
their use of the health system.” … “The health financing contribution (HFC) of a household, was 
based on estimates from household income and expenditure surveys and is defined as the ratio of total 
household spending on health to its permanent non-subsistence income, or capacity to pay. Total 
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household spending on health includes payments towards the financing of the health system through 
out of pocket disbursements, private voluntary insurance, social insurance, and general taxation 
(mainly income tax and value-added tax). Permanent non-subsistence income of a household is 
estimated as total income (proxied by expenditure) and tax payments, minus it’s expenditure on food.” 
[Kawabata] More details are given in Annex 2 and Annex 3. 
 

Figure 2: What does fair contribution measure 
and not measure according to WHR 2000 

 

 
[WHO 2000] 

 
Annex 1 presents the fair financing indexes for all WHO member states and ranks them accordingly. It 
provoked outcries in some countries disliking their ranks and presented surprises for the international 
community, that Colombia – for example – was ranked world champion in fair financing and Djibouti 
was close to this rank and much higher than the United States of America. The international discussion 
on this report and specifically on the fair financing issue reveals some concerns that should be 
contemplated, when dealing with this issue. 
 
Navarro assumes that “by fairness in health-care financing we mean that each person should receive 
health-care services according to his or her needs while contributing according to his or her ability and 
command of resources” [Navarro] and criticises that only proportional shares in the financing of health 
care are considered to be fair and not those that are disproportionally higher for the better off. 
Progressivity in funding would require such redistribution. More details are given in Annex 4. 
 
Brazilian health system analysts point also to the issue, that vertical equity is not taken into account, 
properly. They add problems related to 
• the distortional effects of using expenditure data and household consumption as proxies of 

income,  
• the confounding effects of inequalities in society,  
• the use of survey data in some countries and of rough estimates for other countries,  
• the negligence regarding pro- versus regressiveness of the entire health financing system including 

taxes that do not form part of family spending,  
• the omission of considering inequalities in the need for and use of health services,  
• the low specificity of the DALE indicator as measurement of the health systems performance,  
• the lack of clarity of some indicators on private spending, out of pocket spending, private 

consumption, total consumption, total private consumption and so on. 
More details are given in Annex 4. 
 



Detlef Schwefel: Fair financing for health and health care 

 

12 

A Scandinavian researcher hints at “summary indices with unclear meaning, dubious validity and little 
practical relevance”. [Nord] “Apart from the DALE calculations, which are all partly factual and 
partly speculative, the only indicator for the USA which is not imputed is child mortality, and for 
Denmark they are all imputed. So it was not Real Denmark that was rated below Real USA, but 
Fictional Denmark that was rated below Fictional USA”. A British colleague mentions “the use of 
little actual data, which is often heavily manipulated to make it usable, and then subjected to a great 
deal of rather adventurous modelling.” [Williams 2001] 
 
Counterintuitive results of WHO performance measurement are mentioned by many reviewers – 
especially in those countries that did not accept a low position in the international ranking. One relates 
to the fact that “rankings on fair financing do not seem to be correlated with ranks on any of the other 
components. This implies that countries which have major inequalities in health or responsiveness are 
equally as likely to score well on fair financing as countries which have less inequality in these 
variables. And countries which achieve relatively high levels of health are no less likely to have unfair 
financial systems as countries that achieve relatively low health outcomes.” [Tandon] 
 

Figure 3: Rank correlations between responsiveness level,  
responsiveness distribution, fair finance, health inequality,  
DALE and the composite index of WHO 

 
[Tandon] 

 
In spite of all criticism the WHO study was a provocative eye-opener and tool-box-opener for the 
discussion and measurement of values, incorporated in a health systems comparison exercise. Values 
like goodness, responsiveness, fairness – whenever we use them and apply them to political decision 
making – do have their implicit values and measurements. The WHO exercise tried to make them 
explicit – a very important job done by WHO. Its potential for benchmarking is quite remarkable. 
 
 
2.2 Benchmarking of fairness of health reforms 
 
For assessing the fairness of policies and strategies, benchmarks were developed to provide a tool for 
their evaluation. “Teams of collaborators from Colombia, Mexico, Pakistan, and Thailand have 
adapted a policy tool originally developed for evaluating health insurance reforms in the United States 
into ‘‘benchmarks of fairness’’ for assessing health system reform in developing countries. We 
describe briefly the history of the benchmark approach, the tool itself, and the uses to which it may be 
put. Fairness is a wide term that includes exposure to risk factors, access to all forms of care, and to 
financing. It also includes efficiency of management and resource allocation, accountability, and 
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patient and provider autonomy. The benchmarks standardize the criteria for fairness. Reforms are then 
evaluated by scoring according to the degree to which they improve the situation, i.e. on a scale of –5 
to 5, with zero representing the status quo. The object is to promote discussion about fairness across 
the disciplinary divisions that keep policy analysts and the public from understanding how trade-offs 
between different effects of reforms can affect the overall fairness of the reform. The benchmarks can 
be used at both national and provincial or district levels, and we describe plans for such uses in the 
collaborating sites. A striking feature of the adaptation process is that there was wide agreement on 
this ethical framework among the collaborating sites despite their large historical, political and cultural 
differences.” [Daniels] This exercise was supported by Rockefeller Foundation and its Global Health 
Equity Initiative. 
 
Annex 6 gives details on the benchmark areas chosen and applied in policy evaluations by the 
international study team: 
• Benchmark 1 Intersectoral Public Health  
• Benchmark 2 Financial Barriers to Equitable Access 
• Benchmark 3 Non-financial Barriers to Access 
• Benchmark 4 Comprehensiveness of Benefits and Tiering 
• Benchmark 5 Equitable Financing  
• Benchmark 6 Efficacy, Efficiency and Quality of Health Care 
• Benchmark 7 Administrative Efficiency 
• Benchmark 8 Democratic Accountability and Empowerment 
• Benchmark 9 Patient and Provider Autonomy 
 
“We have adapted the benchmarks for use in evaluating competing reform proposals within a country 
and the discussion focuses on that use. It may be possible to use the benchmarks to make some 
international comparisons of fairness across systems, but we have ignored such an application in the 
work reported here. In evaluating reforms, progress is made if people can agree on what they think the 
current limitation of the system is and then agree about how much a specific reform would improve or 
worsen that aspect of the system. Disagreements about scoring will improve the discussion about 
merits of reforms, which is the ultimate goal of the benchmarks. It is crucial to understand this purpose 
of scoring in order to see why we have adopted a particular approach to it.” [Daniels 2000] 
 
“The point of this method of scoring is to see how well particular reform proposals fare on the many 
aspects of fairness covered by the benchmarks. Some proposals will be stronger on some dimensions 
than others. Where these do not represent true tradeoffs, it may be possible to formulate policies that 
are true improvements overall. Where tradeoffs are being made the framework stimulates discussion 
of the competing values underlying the alternatives.” [Daniels 2000] 
 
 
2.3 Equity audits  
 
Traditionally and currently Great Britain is the world champion on awareness of inequalities and 
inequities in health and health care. The most recent Independent Inquiry into Inequalities in Health 
was done by Sir Acheson. “Indeed, for the UK, the Acheson Report (Department of Health, 1998) 
concluded that health inequalities had not improved since the 1970’s, but had even worsened in some 
respects.” [Bond] This report recommended health equity audits. “Health equity audit is now a 
requirement set out in the new NHS Planning and Priorities Framework 2003-2006 and will inform the 
implementation of local delivery plans, community strategies and local neighbourhood renewal 
strategies.” [Hamer] 
 
“Health equity audit is a process by which local partners: 
• Systematically review inequities in the causes of ill health, and in access to effective services and 

their outcomes, for a defined population, 
• Ensure that action required is agreed and incorporated into local plans, services and practice 
• Evaluate the impact of the actions on reducing inequity. … 
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Health equity audits focus on how fairly resources are distributed in relation to the health needs of 
different groups. …  The overall aim is not to distribute resources equally, but rather in relation to 
need.” [Hamer] 
 

Figure 4: the cycle of health equity audit 
 

 
[Hamer] 

 
Hundreds of inequity or inequality indicators – see Annex 9 – were being proposed and analysed in 
the process of consultation on these audits. [Matrix] It is the thrust of this exercise that the National 
Health Services is regarded by British people to be the institution that is dealing best with equity, 
fairness and solidarity. 
 
Similar kinds of ‘audit’ – less structured, nevertheless – are being built up in many countries in the 
form of Ethics Boards. For example, in 1998, the Finnish Government appointed the National 
Advisory Board on Health Care Ethics (ETENE). A broadly based body comprising representatives 
from a large range of different sectors and areas of experience, ETENE is charged with examining 
issues of health care ethics in Finnish society. The issues on its agenda vary across an enormous range 
of topics. The aim, however, is to examine them all from the perspective of a fairly general framework 
of values. [ETENE] Such framework of values includes fairness, justice and equity. ‘Equity and 
dignity’ reads the title of ETENE’s report. 
 
 
2.4 Regional or institutional redistribution formul ae 
 
Such kinds of equity audits – but less complex – are being done in many countries in which there are 
regional or institutional redistribution formulae for resources to be shared among geographical areas or 
health funds with different age and gender distributions, and morbidity and socio-economic measures. 
They try to avoid that small areas or funds are suffering from catastrophic risks of having to care for a 
haemophiliac, for example, which would not be considered to be fair. Such small scale equity or 
fairness audits can shed quite some light on fair financing issues beyond individuals. In some 
countries, like Germany, issues like regional risk equalization have a powerful political and financial 
meaning. They deal with billions of Euros transfers from richer to poorer regions and institutions. 
Therefore just and fair formulae for fairness and equity are very important, indeed. 
 
 
2.5 Health care fairness legislation 
 
Auditing and/or knowledge of inequities in health, health care and health care financing should lead to 
health reforms, based on health legislation. This is the basic thrust of studies and audits of unfair and 
unjust inequities. Such is the case with the Health Care Fairness Act of 1999 in the United States of 
America: “Legislation now pending in the United States Senate would expand the role of the federal 
government in supporting the study and elimination of disparities in health status suffered by racial 
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and ethnic minority populations in this country. The Health Care Fairness Act of 1999, or S. 1880, was 
introduced in the Senate on November 8, 1999.” [Epps] The health care financing act was specifically 
supported by Senator Edward M. Kennedy. Gaps in health status were the most important starting 
point for the health care fairness act. It was aiming at health research, health literacy, and public 
awareness.  
 
Such policies are typically corrections of market failures. “’Getting what you pay for’ is generally 
accepted as fair in market transactions, but seems much less fair where health services are concerned.” 
[WHO 2000] Market failures point to a never ending but sometimes neglected discussion on the 
functions of states and governments, i.e. on stewardship and good governance in the public interest. 
There are many of such conceptions.  
 

Figure 5: State functions according to the World Bank 
 

 
 
One of the areas of state intervention is public health. In this area there is a set of very specific 
questions to ask in deciding what interventions to finance and provide. 
 

Figure 6: Questions on public provision and finance of health 
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Such pathways of reasoning related to the proper share of private and public interventions, to the roles 
of the state, (local) governments and of the markets most often reflect the personal value basis of the 
proponent. It is this area of trade-offs and conflicts between different values like fairness, equity and 
justice and different mechanisms of organizing society like markets and governments or centralization 
and decentralization that requires much attention for fairness related financing proposals. 
 
 
2.6 Poverty reduction policies 
 
Declarations to attack poverty had a peak at the turn of the millennium. In preparation to this event, 
the Organization for Economic Cooperation and Development (OECD) of the rich countries of the 
world had prepared and got accepted by its member states the so called International Development 
Goals [OECD 2001a]:  
� Reduce by half the proportion of people living in extreme income poverty (living on less than 

$1 a day). 
� Ensure universal primary education. 
� Eliminate gender disparity in primary and secondary education (by 2005). 
� Reduce infant and child mortality by two-thirds. 
� Reduce maternal mortality by three-quarters. 
� Ensure universal access to reproductive health services. 
� Implement national strategies for sustainable development in every country by 2005, so as to 

reverse the loss of environmental resources by 2015. 
Annex 14 gives a backgrounder on the state of affairs in developing countries, the human development 
balance sheet for UNDP. 
 
These goals plainly and firmly put basic education and basic health in the very center of the 
development agenda, in the context of a healthy environment and a pro-poorest economy. Protecting 
health – education is a most fundamental input for this – and addressing the risks of a sustainable 
social and ecological development shall be primary concern of the world leaders. The United Nations, 
in its Millennium Goals declaration included altogether 8 goals, 18 targets and 48 development 
indicators of which 29% are related directly of indirectly to health. [UN 2000a] Health is on the 
international political agenda. Health and education ought to be strengthened first to give development 
a human face – this is the main millennium message.  
 
In the context of these declarations poverty reduction strategies received a new face in the 
international development agenda with some administrative innovations or modifications of 
approaches chosen beforehand to support projects, programmes or policies in partner countries. The 
most noticeable of these innovations were: 
• Poverty reduction strategy papers: "Poverty Reduction Strategy Papers provide the basis for 

assistance from the World Bank and the International Monetary Fund as well as debt relief 
under the HIPC initiative. PRSPs should be country-driven, comprehensive in scope, 
partnership-oriented, and participatory. A country needs to write a PRSP only every 3 years. 
However, changes can be made to the content of a PRSP using an Annual Progress Report.” 
[Sachs 2001c] 

• Sector-wide approaches: "A strategy for development assistance in which a collective group of 
donor countries and a recipient country jointly plan, and commit to, a package of investments 
for a given sector (such as the health sector). In some cases a basket fund (a fund to support the 
entire package) is established into which participating donors contribute, and from which 
recipient countries make expenditures. The approach facilitates the integration of donor projects 
into the development plans of the recipient countries, enhances donor assistance coordination, 
promotes capacity building, and may increase the level of funding to hitherto neglected areas 
within a given sector.” [Sachs 2001c] 

• Pro-poor policies and programmes can be done in different ways, either targeting the poor 
directly or indirectly via approaches in poor areas, for selected diseases, etc. Nevertheless there 
are quite some studies indicating that the poor benefit usually by much less than 50% of any 
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project, programme or policy, usually by less than 10%. [Schwefel 1989] This exactly is what 
the 'new' pro-poor strategies are trying to avoid. 

 
Demands for increasing public expenditures for poverty alleviation beyond the meagre percentages of 
official development assistance (ODA) experienced in the past, nevertheless, seem to have little 
chance. Increase of the efficiency of these meagre funds and targeting them to the poor are hopeful 
and helpless catchwords in this debate on standing to the values of equity and fairness, not only within 
our European countries. 
 
 
2.7 International health in the context of social security 
 
The internationally agreed development goals pretend to halve extreme poverty until the year 2015. 
Adding just income would not suffice, because of wide-spread ignorance and because of the many life 
shocks of the poor that do absorb quite often any additional income. On behalf of the World Bank 
more than 60.000 poor in more than 60 countries had been interviewed to understand poverty. The 
book series on ‘voices of the poor’ is a very remarkable background document of the millennium 
declarations. [Narayan 1999; Narayan 2000] Analysing carefully its content, it turns out that especially 
health shocks of family members can drain away any savings intended to be used for small 
entrepreneurial activities of the families or for other events of random shocks or risks. Persistent 
solidarity within larger family networks absorbs any additional income. In India, for example, 25% of 
hospitalized patients’ families fall into poverty from medical costs. [Peters 2002] High private 
expenditures of some hospitalizations even throw middle class families into poverty if there is no 
social security net for health. A social health insurance and good hospital care for the poor are 
preconditions to develop and support family’s subsistence initiatives and small scale enterprises, 
which are needed urgently in view of increasing unemployment and underemployment in times of a 
globalization of shrinking labour markets. [Schwefel 2004] 
 
Social security for families’ health risks reduces population growth, considerably. The higher the 
mortality risks for children are, the exponentially higher the fertility rates will be to assure that some 
of the surviving children will give a safety net for their parents in old age. Having larger families is a 
form of private insurance, but it is insurance with low efficiency. “Societies with high rates of infant 
mortality (deaths under 1 year of age) and child mortality (deaths under 5 years of age) have higher 
rates of fertility, in part to compensate for the frequent deaths of children. Large numbers of children, 
in turn, reduce the ability of poor families to invest heavily in the health and education of each child, a 
process described by Gary Becker and colleagues as the “quality-quantity tradeoff” in child rearing.” 
[Sachs 2001c] Larger families are considered to be a result of and a risk factor for poverty. The 
smaller the families are the higher is their human capital building. The vicious circle of poverty, 
ignorance and diseases can be turned into a beneficial link between education, health and wealth, at 
the microeconomic level of families and at the macroeconomic levels of regions and countries.  
 
Social security and social protection are on the international agenda in the context of international 
health. Social security and social protection are typical areas for state intervention for protecting from 
poverty. A family’s income can not pay the bills for catastrophic illnesses. For such and similar cases 
a social security network developed in most Western European countries to tackle to most important 
risks of individuals and families, especially 
• job related accidents 
• health risks 
• the risk of unemployment 
• the missing income in old age 
• the nursing needs of the disabled and some of the elderly. 
Full-fledged five-prone social security systems like in Germany cover all these risks with mandatory 
insurances with wide coverages to guarantee that risk pooling and risk sharing are contributing to a 
system of fairly balancing burdens, bills and benefits, predominantly for the poor. They all were 
constructed with the solidarity principle in mind, i.e. aiming at social justice, equity and fairness. 
There seems to be quite some chances to 'export' experiences related to social security schemes into 



Detlef Schwefel: Fair financing for health and health care 

 

18 

transition countries and developing nations. There is a huge market for social health insurance 
schemes in these countries, i.e. for health insurances protecting the poor, especially.  
 
Social protection is a related concept that was taken care of by the World Bank after the suffering with 
macroeconomic shocks in many post-communist countries and those caused by the Bank’s own 
adjustment policies in African countries, especially. In a sense it is World Bank’s most European 
strategy. “The strategy would involve refocusing support for public sector social protection programs 
toward (a) traditionally underserved groups (for example, by moving from reforming formal pension 
systems to looking more broadly at old-age income security for the lifetime poor) and (b) a more 
comprehensive reform agenda (for example, by addressing safety net reform more clearly within the 
context of changing labor market circumstances) and (c) more support for risk reduction and 
mitigation (for example, by providing school vouchers instead of cash handouts).” The conceptual 
framework behind is the so called social risk management. The book on it is titled: Social Protection 
Strategy – from safety net to springboard! [World Bank 1999]  
 
Social security and social protection "combine all principles and values into a coherent 'system'". [EU] 
They put health into a broader context, than it usually is being conceived. This was even widened by a 
strong move to recognize health not only as a human right but as one of the most important production 
factors. Traditionally, money capital is considered to be the driving force of economic development, 
whereas health would increase population growth and strain public services and investments with high 
returns. This traditional 'wisdom' was challenged by the “Commission on Macroeconomics and 
Health” [Sachs 2001c], which the World Health Organization had established to reassess the 
relationship between health and economic development. The commission and its many working 
groups assessed the available evidences on health and production and concluded that investments in 
health bring incredible economic returns. Scaling up essential health interventions in low-income 
countries with 66 billion dollars would bring a return of 360 billion dollars per year and possibly much 
more by the years 2015-2020. [Sachs 2001c] The macroeconomic benefit of fighting communicable 
diseases, especially, is very much higher than the costs.  
 
Convincing evidences about the relationship between health (as input) and economic development (as 
outcome) abound [Sachs 2001c]: the historical development of England, the economic rise of the 
Southeast Asian tiger states, many case studies from developing and transit economies after economic 
crises, the situation of African American population in USA as compared to much poorer populations 
in China, macroeconomic shocks in countries like México, Argentina, Brazil and especially in Central 
Asia and finally, a lot of econometric studies show that health is a long-term driver for economic 
growth. The correlation between economic growth and health – this is the traditional line of reasoning 
on the relationship between economics as input and health as outcome – is mainly mediated through 
eventually increasing incomes of the poor and expenditures on public health. [Sen 1999] Jeffrey 
Sachs, the outspoken world economist and chair of the macroeconomics commission concludes:  
� “The weight of the evidence strongly shows that investments in public health should be placed 

at the very center of the economic development strategy, alongside investments in education.” 
[Sachs 2001d] 

� „We have to get serious about public health in the poor countries if we are to be serious about 
economic development.” [Sachs 2001a] 

 
 
2.8 Welfare theory and philosophy 
 
Economics – especially health economics – deals with such questions. It is based on approaches 
towards a welfare theory. In this realm there is e.g. quite some discussion on how to achieve the 
largest utility gains by supporting those who suffer most or by the increase of the overall well-being. 
Nord argues that “it is not the goal of health care to maximize total health-related utility gains. There is 
a preference for giving priority to those who are worst off, and a reluctance to discriminate strongly 
against patients who happen to have lesser potentials for health than others. We suggest that these 
concerns be accounted for in economic evaluations.” [Nord] In this respect he will introduce a cost-
value analysis beyond the usual cost-utility analysis. Williams argues that the most salient ethical basis 
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for the introduction of “equity weights is the fair innings argument, i.e. the general sentiment that 
everyone is entitled to a ‘normal’ lifetime around 70–75 years and that anyone failing to achieve this 
has in some sense been cheated, while anyone getting more than this is living on ‘borrowed time’”. 
[Williams ] “Although we mostly follow the economists' custom of regarding equity as synonymous 
with reducing inequalities in health, we also consider the much richer variety of concepts employed by 
philosophers when discussing distributive justice. Here however we have distinguished notions of 
justice which are essentially procedural from those which are substantive, concentrating mainly on the 
latter. What we have sought to do is to identify the implications of various philosophical theories of 
justice for the way in which a welfare economist might appraise a particular distribution of health 
within a community. To do this we distinguish theories which place constraints on admissible 
outcomes (the health opportunity set), from theories which require the social welfare function (or 
maximand) to have particular properties.” [Williams in Culyer] Such issues and their formulation add 
to the insights into the relationship between decision making and gains in terms if fairness, equity, 
utility and justice. 
 
These discussions originated in philosophy. For Plato justice was the virtue of rightly behaving 
towards other people, and basically the sum of all virtues. In modern ethics justice is the precondition 
of realizing other values. Social justice means “the intelligent cooperation of people in producing an 
organically united community, so that every member has an equal and real opportunity to grow and 
learn to live to the best of his native abilities.” [Bushnell] Opportunities, capabilities, and freedom are 
the catchwords of ethics applied to health and health care. According to Rawls all social values – 
freedom, opportunities, income assets and the social bases of self-respect – are to be distributed 
equally, as long as not an unequal distribution would benefit all. Nevertheless, Rawls does not 
consider health as a primary good. But “if we apply Rawls’ ‘fair equality of opportunity’ principle in 
the space of (basic) capabilities, the reduction of inequalities in health will follow as a direct 
requirement of justice.” [Anand] Sen gets more specific on health. “In the terminology of Amartya 
Sen, health contributes to a person’s basic capability to function – to choose the life she has reason to 
value.” [Anand]  
 
 
3 Main areas of fair financing issues in its context 
 
We can not deal with fair financing if we do not know what is being financed and if it is being 
achieved or not, and for whom. Who pays and who benefits? In the foregoing discussion it was not 
stringently spelled out what we were talking about: 
• equity and fairness related to the health status of the population or of individuals or of the highest 

state of well-being that might be possible under given circumstances or regarding capacities, 
capabilities and freedoms 

• equity and fairness related to the social, economic and other determinants of health 
• equity and fairness related to the health resources and health services in terms of need, 

accessibility and/or utilization 
• equity and fairness of health care financing, e.g. according to willingness and/or ability of pay. 
These four areas of concern should to be analysed concomitantly to be able to assess fair financing in 
its proper context. 
 
Lavies structures the characteristics of goods and services that may affect fair distribution. He 
proposes the following list of health-related goods and services in a similar way: 
(i)  health care insurance; 
(ii)  health care inputs: 
 •  providers 
 •  programmes and services; 
(iii)  access to health care insurance and health care 
(iv)  utilization of health care: 
 •  use of health care services (or “utilization”) 
 •  use of effective health care services (“met needs”); 
(v)  benefits generated by (i)–(iv) above: 
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 •  specific health benefits (health) 
 •  general benefits (wellbeing). 
[Lavies] 
 
Types of health inequalities that give guidance to health equity audits are summarised in the following 
figure. 

Figure 7: Types of health inequalities 
 

 
[Hamer] 

 
 
3.1 Fairness and equity in health 
 
Health equity – a bibliography is given in Annex 7 – can be seen in the context of definitions of  
• health as well-being [WHO], 
• health as a form of freedom and opportunities, (“inequalities in health constitute inequalities in 

people’s capability to function or, more generally, in their “positive freedom” (in the language of 
Isaiah Berlin [Berlin]). This is a denial of equality of opportunity, since impairments to health 
constrain what people can do or be.” [Anand]) 

• health as capability or capacity to function, i.e. “the ability to lead a life one has reason to value”. 
[Sen] 

• health as capacity and willingness to master and enjoy a productive live, physically, mentally, 
socially and economically. [Schwefel 2000] 

Usually, nevertheless, health is operationalized by negative definitions of health in terms of morbidity 
or mortality, and their incidences or prevalences. Severity measurements are quite seldom applied, e.g. 
in terms of scales of functioning in daily life. [Leidl] 
 
Avoidability of morbidity and mortality and the chances of intervention are most important yardsticks 
to qualify (patterns of) diseases and deaths that are considered to be inequitable, unjust and unfair. 
This is being measured by ‘avoidable’ death, especially. [Holland] “So which health differences are 
inevitable – unavoidable – and which are unnecessary and unfair? The answer will vary from country 
to country and from time to time, but in a general sense seven main determinants of health differentials 
can be identified. 
1.  Natural, biological variation. 
2.  Health-damaging behaviour if freely chosen, such as participation in certain sports and 

pastimes. 
3.  The transient health advantage of one group over another when that group is first to adopt a 

health-promoting behaviour (as long as other groups have the means to catch up fairly soon). 
4.  Health-damaging behaviour where the degree of choice of lifestyles is severely restricted. 
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5.  Exposure to unhealthy, stressful living and working conditions. 
6.  Inadequate access to essential health and other public services. 
7.  Natural selection or health-related social mobility involving the tendency for sick people to 

move down the social scale.” [Whitehead] 
The author adds: “that portion of the health differential attributable to natural biological variation can 
be considered inevitable rather than inequitable.” [Whitehead] 
 
In this regard there is a hefty discussion on the influences on health: health services seem to have 
relatively little influence on health inequalities. Navarro and WHO WHR 2000 seem to be opposite 
representatives of this debate. Details are given in Annex 12 on the effectiveness of health care 
according to Navarro. Yet, a stance in this debate is most essential regarding a proper handling of the 
fair financing issue: fair financing for health care or fair financing for macroeconomics or fair 
financing for strengthening freedom and opportunities of the individuals to ‘win their desires’ – 
whatever it may be? Informed choices and health literacy or life skills are important topics to be 
properly appreciated. “Equity in health implies that ideally everyone should have a fair opportunity to 
attain their full health potential and, more pragmatically, that no one should be disadvantaged from 
achieving this potential, if it can be avoided.” [Whitehead] Fair opportunities matter quite a bit – it is 
not just health care and health services. 
 
Here, we have to distinguish between health inequities and inequalities. “Health inequality describes 
differences in health experience and health outcomes between different population groups – according 
to socioeconomic status, geographical area, age, disability, gender or ethnic group. In contrast, health 
inequity describes differences in opportunity for different population groups which result in unequal 
life chances, access to health services, nutritious food, adequate housing and so on. These can lead to 
health inequalities.“ [Hamer] 
 
Furthermore it was suggested to distinguish between inequalities in health for individuals and for 
groups. “Studies have revealed large variations in average health status across social, economic, and 
other groups. No study exists on the distribution of the risk of ill-health across individuals, either 
within groups or across all people in a society, and as such a crucial piece of total health inequality has 
been overlooked. … Total health inequality estimates should be routinely reported alongside average 
levels of health in populations and groups, as they reveal important policy-related information not 
otherwise knowable.“ [Gakidou] 
 
Theoretically and evidence-wise there are many gradients in health and health profiles of different 
nations and of different groups within a country. Which matter most, is a question of Williams & 
Illsley for their ‘Issues Panel on Equity in Health’: “ 
1 Are social class differences the most important ones? (compared, say, to ethnicity, gender, 

urban/rural, region, etc.) 
2 What issues have recent official documents addressed and which ones have they left out (and 

why might this be so)? 
3 Where reducing health inequalities clashes with health maximisation, how should the balance be 

struck? 
4 How is the trade-off to be struck between immediate benefits to some and long-term benefits to 

others ?” [Williams & Illsley] 
 
To answer these questions another question has to be addressed: what causes inequalities in health? 
The Issues Panel on Equity in Health proposes the following set of questions: “ 
1 What is the initial causal sequence between health and various indicators of demographic, 

economic and social status (which causes which, and to what extent are they mutually 
reinforcing) ? 

2 What is the relative importance of each of the following broad groups of possible causes: 
 a)  behaviours 
 b)  psycho-social hazards 
 c)  material hazards 
 and what other candidates are there? (e.g. genetics) 
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3 Does the relative importance of each of these factors differ according to the particular inequality 
under consideration? 

4 What is the balance of evidence concerned the importance of relative versus absolute 
deprivation? 

5 Is longitudinal evidence to be preferred to cross-sectional evidence ? 
6 How important is it to take a very broad historical perspective?  
7 What impact are advances in genetics likely to have on current inequalities in health?” 

[Williams & Illsley] 
 
 
3.2 Fairness and equity of health resources and health services 
 
Many authors deal with the issue of the fairness and equity of health resources and health services. 
[Culyer, Whitehead, PAHO] They distinguish between 
• equal access to available care for equal need – in this regard values of times and travel costs 

have to be considered and that cost equality of services is not sufficient to allow access equality 
or equal opportunity of utilization 

• equal utilization for equal need, which might be influenced by information and perceived needs 
• equal quality of health care for all.  
Annex 8 presents various measures of access proposed by WHO. 
 
“Equality of the quantity and quality of health services delivered to people of equal need is what is 
important.” [Bond] “The concept of need is at the root of the equity in health philosophy, which 
emphasizes a distribution of resources that is differential and not egalitarian, in order to meet the 
particular requirements of specific groups.” [PAHO] According to Bradshaw, here we have to 
distinguish between 
• Normative needs, legitimized by scientific evidence 
• Comparative needs, in terms of catching up with comparable groups or situations 
• Expressed needs, as demonstrated in health seeking behaviour 
• Perceived needs, as experienced by the clients (poor people have lower perceived needs than 

rich people) [Brashaw]. 
This is a classification of needs according types of legitimacy. Furthermore: there is a need for medical 
care only if medical care can be beneficial. Capacity to benefit, has to be taken into account, too. 
 
Problems arise mainly when health services have to be rationed. Rationing has to take into account 
efficiency and equity concerns, i.e. 
• should be based on cost-effectiveness analyses 
• should address health inequalities. 
 
Here, again, we have to distinguish individual utility of health care versus societal value of health care. 
Some planning methodologies give different weights to clients according to their ages, e.g. based on 
expectable years of life without disabilities. Such weighing of individuals is highly controversial, 
indeed, yet, it is always done – implicitly.  
 
Even if this area seems to be relatively easy to handle, “healthcare equity – in spite of its primacy in 
many minds – is an elusive entity, very hard to measure, let alone achieve. Making it a primary 
objective in health care provision carries a price as regards attainment of other objectives and this, 
along with its elusiveness, deserves consideration by health economists and policy makers.” [Bond] 
 
 
3.3 Fairness and equity of living conditions 
 
“Because most of the present inequities in health are determined by living and working conditions, 
attempts to reduce them need to focus on these root causes, with the aim of preventing problems 
developing.” [Whitehead] It is interesting to notice that the Health Equity Audits in the United 
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Kingdom draw very much attention of these concerns beyond health care. It is their understanding that 
“health inequalities are differences between the health of sections of the population which occur as a 
consequence of differences in social and educational opportunities, financial resources, housing 
conditions, nutrition, work patterns and conditions and unequal access to health services”. [Matrix] 
Unjust and unfair social arrangements and the heavy role of social, cultural, economic, political factors 
linked to health inequalities and inequalities of utilizing health services play a major role. They hint at 
measures of primary prevention. Health policies have to cooperate actively with inter-sectoral 
concerted actions with all other sectors of society. In this respect ‘health and life literacy’ seem to be 
important as well as ‘selective egalitarianism’. 
 
Health impact analyses related to projects, programmes and policies of other social and economic 
sectors of society are a very important topic that is being discussed increasingly. What is the health 
impact of telecommunications, of large irrigation schemes, of energy policies, of macroeconomic 
adjustment policies, inflation and indebtedness of the country? It would be unfair to health, not to 
consider the health impacts of economic, social, cultural and environmental affairs. They deserve 
equity and fairness audits, as well. [Dora; Ezzati; Kemm] 
 
 
3.4 Fairness and equity of health care financing 
 
The World Health Report 2000 presented one definition and measurement of fair financial 
contribution – one very essential step towards fair financing analyses. Several more have to follow to 
cover all mechanisms that could modify the fairness of the system, which might be endangered by 
policies advocating a pure market approach for health care. The “introduction of markets in health care 
financing is risky.” [WHO EURO] Nevertheless, this statement is an assumption that has to be 
evaluated, in principle. The pattern of health care spending can be analysed easily if national health 
accounts were available and if the data available could be differentiated sufficiently. 
 
“Fairness in financing embraces two critical aspects; that of risk pooling between the healthy and the 
sick and risk sharing across wealth and income levels.” [Kawabata] Related to risk pooling and “in 
order to ensure fairness and financial risk protection, there should be a high level of prepayment; risk 
should be spread (through cross-subsidies from low to high health risk).” [WHO 2000] 
 
Related to risk sharing two essential questions have to be assessed regarding the relative affordability 
of health services: 
• “Vertical equity requires that individuals with different ability to pay should make appropriately 

dissimilar payments for health care. Alternative sources of finance for health care are therefore 
usually evaluated in terms of their degree of progressivity, i.e. “the extent to which payments for 
health care rise or fall as a proportion of a person’s income as his or her income rises.” [Van 
Doorslaer] 

• Horizontal equity was the yardstick for WHO WHR 2000: ““Fair financing” of health systems 
incorporates the concept of equity in the distribution of the burden of funding across the 
population, and that the need to pay for health care should not impoverish families. In general, 
contributions to the funding of the health system should be made according to ability to pay, and 
contributions should be made long before use is made of the service. Additional objectives of 
health financing policy are to promote equity in access to care and efficiency in the use of 
sectoral resources.” [WHO EURO 2002] 

 
These theoretical concepts have to be applied and analysed in very diverse settings. Taking only 
European countries there are at least three very different types of overall approaches towards health 
and health care: 
• Bismarckian countries (Austria, Belgium, France, Germany, Luxembourg and Switzerland) with 

social health insurances 
• Beveridge countries (Scandinavia, United Kingdom, Southern Europe) with tax financed 

national health systems 
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• Transition countries in Central and Eastern Europe on the way towards health insurance based 
on payroll taxes. 

These models of the welfare state are extremely different. If we add all other countries of the world we 
would have to include furthermore 
• models without welfare states and  
• models with very differently mixed systems.  
In spite of these differences we should analyse details of health care spending and its contributions to 
fair financing. It is essentially the mix of health care financing sources that has fairness and equity 
implications. We will distinguish essentially between out-of-pocket payments, taxes and insurance 
contributions, and their different distributive effects. 
 
 
3.4.1 Out-of-pocket payments 
 
In many developing countries out-of-pocket payment for health and health care are considerably 
higher than 50% of the entire national health accounts. In India, for example, close to 25% of families 
fall into poverty after hospitalization because of the catastrophic payments they have to pay before, 
during and after hospitalization, direct and indirect costs included. [Peters] Such hefty out-of-pocket 
payments in case of illness are considered to be the most unfair health care spending. In view of these 
recent data from household survey it is quite controversial if the data of WHO WHR 2000 on India, 
Colombia and Romania could be correct saying that there are 0.0% of catastrophical health care 
spending in these countries. 
 

Figure 8: Percent of families in India falling into poverty after hospitalization 
 

 
 
Beyond ‘formal payments’ according to fee schedules and agreed upon price lists there are often 
informal payments to be done. In Eastern European countries the incidence of informal payments for 
health care is quite considerable, too. [Central] In this case it is payments that are to be made ‘under 
the table’ very often with the intention to buy a responsive health care in dignity. Such payments are 
considered by the poor – according to the remarkable “Voices of the Poor” of the World Bank 
[Narayan] – part of the ‘cold and corrupt contacts’ experienced by many poor in health care. 
 
Formal co-payments are being introduced during health care reform in many a European country, i.e. 
certain amounts of money for drugs, hospitalization, contacts with health providers, etc. In view of 
macroeconomic adjustment policies and cost-recovery schemes, user fees were introduced in many 
developing countries during the last decade. Annex 10 gives some hints on these issues in the 
European context and on evaluations of user fees in Indonesia.  
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Details of these and further out-of-pocket payments have to be analysed to assess the relative fairness 
implications of such, especially in the discussion of trade-offs between incentives to ration health care 
rationally and fairness and equity.  
• One of such questions is regarding exemptions for the poor, for the indigent, for charity patients 

or for specific diseases. There are many formal and informal policies in this respect. 
• Voluntary out-of-pocket payments are given frequently in the form of community financing. 

Sometimes they might be considered out-of-pocket payments, sometimes micro-insurance 
contributions. 

 
 
3.4.2 Taxes 
 
In terms of fair financing taxes are considered to be potential ‘prepayments’ for health care. 
Prepayments are considered to be on the road towards fairness. “Financial fairness is best served by 
more, as well as by more progressive, prepayment in place of out-of-pocket expenditure.” [WHO 
2000] Yet, the world health report 2000 considered only those taxes that are being paid directly from 
households. In tax-based health systems the progressivity of taxation is the main contributor to 
solidarity as well as the level of health budgets in relation to all government spending. In view of the 
amount of tax money given for health care and in terms of progressivity or regressivity – differences 
to proportionality of payments and ability to pay toward the provision of health care – of taxation all 
taxes have to be taken into account and analysed according to volume and distributional effects, i.e. 
• national, regional, local taxes 
• income, wealth, and value added taxes 
• company and excise taxes 
• earmarked and ‘sin’ taxes 
• other taxes. 
This, indeed, is a comprehensive, complex and difficult undertaking. It is going beyond national health 
accounts. It would have to analyse the whole cycle of financial flows from households as tax payers, 
governments and companies as intermediaries and financial agents, close-to-client providers, and 
patients as recipients. Typically national health accounts start from government budgets and not with 
the question where do the governments get their money from. 
 
Additionally, the fundamental question has to be addressed regarding the issue if redistribution should 
be done via the general tax system mainly, and/or additionally via the health care system and its health 
insurance. 
 
 
3.4.3 Health insurances 
 
Private health insurances usually are based on the principle of risk equivalence (premium = benefits). 
This principle is an important step towards risk pooling, especially if the insurance has a wide 
coverage of high and low risks and as long as there is no exclusion of high risks. Since this is typically 
the case the Bismarckian model developed public or social health insurances – statutory health 
insurances – to guarantee a wide coverage. Nevertheless, such insurances or systems of insurances 
encompassing private, public or quasi-public insurers 
• charge  

o according to flat rates, i.e. equal payments for all insured 
o or according to basic salaries, which is the most traditional and easy way social health 

insurances are handled as payroll taxes that are based on basic salaries, most often and that   
o do not take into account the total income of the insured 

• sometimes exclude or give disincentives to high risks 
• use ceilings beyond those there is no more increase in the contribution rates 
• introduce bonus systems for those who use the system seldom 
• continue to defend their fragmentation 
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and may use other mechanisms to put in danger a full-fledged risk-pooling and risk-sharing that can be 
considered as ‘especially fair’. 
 
 
3.4.4 Health care financing reform issues 
 
To tackle the dilemma between market and plan, competition and solidarity – see Annex 11 – many 
proposals are being developed, discussed, introduced or rejected and evaluated that do have their 
implications on fairness and justices as well as on modernization and societal instead of individual 
affordability in times of globalization. We just mention a few in alphabetical order: 
• benefit package designs (cost-effective 'minimum' packages versus all 'medically feasible') 
• changes and mixing of provider payment methods  
• contracting 
• cost-effective provision of pharmaceuticals 
• cost-effectiveness analyses and technology assessments 
• decentralized provider management 
• efficiency of services 
• performance tied provider payment 
• policies to reduce private out-of-pocket payments 
• prospective provider payments 
• public health programmes targeted to the poor and vulnerable 
• shifting boarders between hospital, primary and community care 
• shifting public/private mixes of health care provision 
• splitting financing and provision of services 
• strategic purchasing 
• targeted subsidies 
• use of equity funds to compensate health facilities for the provision of exemptions from user 

fees to poor patients. [Crossland] 
• user charges and co-payments 
Health reform proposals are full of such ideas and innovations. Fairness oriented assessments and 
international comparisons of results and findings are very important to achieve ‘fair’ and ‘just’ health 
reforms. But some caution is pertinent: “much is known on health inequalities but nearly nothing on 
measures to reduce them.” [Gwatkin] It is a remarkable merit of Daniel and his team to work out a 
matrix with relevant issues for assessing qualitatively the fairness impacts of reform endeavours. 
[Daniel] 
 
 
3.5 Fairness and equity in the public opinion 
 
Fairness, equity and justice are concepts at the crossroads between population, politicians, providers 
and public health. It makes no sense to conceptualize, measure and declare fairness if the wo/man in 
the street does not share the most basic views. In our context it is essential to know people’s 
preferences, people’s aversion of inequality, and people’s awareness regarding which groups are 
discriminated and which policy measures would reduce or induce unfair and unjust situations. 85% of 
the Germans, for example say that social differences are justified, if the opportunities were equal. 
[Weber] It seems to be that Americans do not give the same primacy to equity, as compared to 
Europeans. [Bond] And such attitudes change over time and according to social and economic 
inequalities. Health care reforms have to take into account the preferences of the population and its 
meaning and connotation of fairness, justices and equity. 
 
Public health professionals do have their values, too. “Wagstaff and Van Doorslaer et al (1992) 
believed there was broad agreement among policy makers in at least eight of nine Western European 
countries that health care ought to be financed according to ability to pay, but delivered according to 
need.” [Bond] The same author mentions changing views on the importance of equity in health and 
health care in Ireland. “To summarise: in Ireland, the UK and Europe, equity is accorded primacy 
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among objectives by policymakers, health administrators and many analysts. But the measure of 
equity is via expenditure on health care and the connection between that and health outcomes is quite 
tenuous.” [Bond] A Finnish researcher conducted a peer survey among his fellow public health 
professionals on their approval of the equity concerns of WHO; they were shared. [Pekkarinen] It 
would be good to know, if all essential groups of health care providers are sharing such view, too. The 
sharing or non-sharing of values is part of the fight for power. 
 
Public debates in professional and/or political circles produce press releases and debates in the public. 
Each reform endeavour is accompanied by a host of white, grey and non-papers. Rejection or 
acceptance is broadly based on values and on the fight for the ‘right’ values to be pursued. Content 
analyses of such papers are a very important tool to analyse fair financing issues with regard to health, 
health care and reforms of the society. 
 
 
3.6 The context of fair financing 
 

There are two essential and basic questions regarding fair financing: 
Who pays? 

Who benefits 
We can not assess the fairness of financing it we do not assess at the same time equity in health, equity 
in health services and equity with regard to the wider context of social, economic and environmental 
affairs. There seems to be no clear and precise denotative or semantic meaning of fairness, that can be 
applied easily to fairness, equity and social justice for health and health care. The contextual or 
connotative meaning of fairness, equity and social justice can be explored and assessed in the wider 
context in which health is produced, health care is given and being paid for. Fair financing reviews are 
an addendum to performance assessments, benchmarking and equity audits. They ought to be an input 
for pragmatic policy debates and policy making in the name of justice, equity and fairness. 
 
 
4 Fair financing scale 
 
Based on the above considerations we summarise essential issues and questions in a matrix. Without 
applying psychometric scaling techniques we just present main questions in such a way that a positive 
answer might indicate a drive towards fairness, equity and social justice. These questions can be 
applied to the  
� general health and health care situation in a country or in one of its subdivisions and to 
� health sector reforms in the context of wider societal issues. 
A high fairness score would respond to a high number of ‘yes’ answers. We have to stress that we did 
not reduce redundancies of similar questions nor did we sort the questions within the major topics 
chosen. We welcome productive contributions towards describing the fairness context of health and 
health care. 
 

 
Figure 9: Fair financing scale 

 

Issue Sub-issue Fair health and health care financing questions Yes No 

Health inequities  Is dying from avoidable diseases considered to be unfair and unjust?   
  Is avoidability of deaths and diseases explicitly a topic on the health 

agenda? 
  

  Is the avoidability of suffering, e.g. with palliative medicine, on the 
agenda? 

  

  Are prejudices against certain diseases, e.g. AIDS, STD, being fought 
against? 

  

  Are chronic diseases fully covered by health care without rationing?   
  Are long-term psychiatric conditions fully covered by health care?   
  Are patients with lower health potentials being discriminated?   
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Issue Sub-issue Fair health and health care financing questions Yes No 

  Is dying young and in productive age considered to be unfair?   
  Is infant mortality considered to be especially unfair?   
  Is health considered to be an active responsibility of a person?   
  Is R&D for expanding chances of medical intervention supported by the 

general public? 
  

Health  Basics Is health care given equally for all, independent of income?   
care  Are all people getting health care according to need?   
inequities  Is the utilization of the health care system fair?   
  Is the equal access to health care for equal need a guiding principle?   
  Is it avoided that travel and time costs reduce utilization of health care?   
  Is the massive promotion of prevention a strategic issue?   
 Steward-

ship 
Is there wide-spread and enforced accountability of the health care 
providers? 

  

  Is political participation politically and/or legally demanded in the 
provision of health care? 

  

  Is favouritism excluded to be a way to get better treatment?   
  Are policies targeting the diseases of the poor and the vulnerable, 

mainly? 
  

 Quality Are quality services given equally to the rich and to the poor?   
  Are amenities of adequate quality, such as cleanliness, space, and 

hospital food an accepted and enforced principle in health care? 
  

 Respon- Are people overwhelmingly satisfied with the health system?   
 siveness Are self-interests considered to be absent in patient-doctor relationships?   
  Are waiting lists avoided to give needed health care immediately (except 

for very scare resources like kidneys etc.)? 
  

  Is the respect of dignity of a person an accepted and enforced principle 
(e.g. not sterilizing individuals with genetic disorders) 

  

  Is the principle of confidentiality, i.e. the right to determine who has 
access to one’s personal health information, an accepted and enforced 
principle? 

  

  Is autonomy to participate in choices about one’s own health which 
includes helping choose what treatment to receive or not to receive being 
an accepted and enforced principle in health care? 

  

  Is client orientation on the health care agenda?    
  Is prompt attention, i.e. immediate attention in emergencies, and 

reasonable waiting times for non-emergencies an accepted and enforced 
principle in health care? 

  

  Is the choice of provider, or freedom to select which individual or 
organization delivers one’s care an accepted and enforced principle in 
health care? 

  

  Can people decide on the health care they want to get?   
  Are the perceived needs for health care respected by the providers?   
  Is an understandable communication between doctor and patient 

considered to be important? 
  

 Effective- Is the cost-effectiveness of health care a hot issue on the agenda?   
 ness Are all subsidized health services screened according to cost-

effectiveness criteria? 
  

  Is there a cost-effective purchasing of essential services given in regard 
to most provisions of health care? 

  

  Is there a cost-effective handling of the most essential drugs?   
  Is malpractice being effectively controlled?   
 Discrimi- 

nation 
Is the exclusion of certain groups from health care being nil or reduced?   

  Are beggars and the homeless receiving the same health care as other 
people? 

  

  Do the unemployed receive the same health care as the rich?   
Health 
deter- 

Basics Are unnecessary and avoidable social and economic inequalities 
considered to be unjust and unfair? 
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Issue Sub-issue Fair health and health care financing questions Yes No 

minants’ 
inequities 

 Are the causes of inequalities in health being discussed in policy debates 
on health and health care? 

  

  Are the most important gradients in health inequalities being addressed 
by health policies? 

  

  Is primary prevention high on the political agenda?   
 Poverty Are poverty reduction programmes on the political agenda?   
  Is it being debated openly how poverty is to be defined and measured 

best? 
  

  Are policies addressing the need to concentrate on the poor and on poor 
areas or regions? 

  

 Behaviour Are risky behaviours considered to be part of personal freedom?   
  Are personal faults and merits weighed in the discussion for allocating 

health resources? 
  

  Is health damaging behaviour being discouraged?   
 Environ- Are risky environments being controlled and reduced?   
 ment Is exposure to risk factors considered to be a problem of fairness?   
  Is the elimination of environmental hazards considered to be health 

policy? 
  

  Are health impacts of the environment on the political agenda?   
 Work Is exposure to unhealthy and stressful working conditions on the agenda?   
  Are health impacts of the work pattern on the political agenda?   
  Are risky jobs compensated for by better services?   
  Is long-term unemployment considered to be a structural problem and not 

a personal problem of the unemployed? 
  

 Birth 
lottery 

Is the minimization of unnecessary inequalities among gender differences 
on the agenda? 

  

  Is the elimination of gender disparity a political issue?   
  Are ethnic minorities equally treated?   
 Socio- 

economics 
Is the minimization of unnecessary inequalities across social groups on 
the agenda? 

  

  Is the minimization of unnecessary inequalities across income strata on 
the agenda? 

  

  Is the minimization of unnecessary inequalities across regions on the 
agenda? 

  

  Are health impacts of housing on the political agenda?   
 Education Is the strengthening of health literacy highly positioned on the political 

agenda? 
  

  Is universal primary education considered to be very important?   
  Are health impacts of literacy on the political agenda?   
 Other  Are health impacts of nutrition on the political agenda?   
 causes Are health impacts of road traffic on the political agenda?   
  Is the reduction of teenage smoking on the agenda?   
  Are teenager pregnancies on the agenda?   
  Are drug abuse programmes for teenagers on the agenda?   
  Are health impacts of violence on the political agenda?   
Taxes  Are all major taxes progressive taxes?   
  Is the income tax progressive?   
  Are company and excise taxes progressive?   
  Are regressive taxes in the political debate?   
Heath  Basics Is the “ability to pay” issue on the agenda?   
financing 
inequities 

 Is the willingness to pay principle accepted for buying additional health 
care? 

  

  Are national health accounts available?   
  Do national health accounts differentiate sufficiently the data for equity 

audits or similar evaluations? 
  

 Cata-  Are catastrophic payments for health care excluded?   
 strophic  Is it avoided that severe illnesses condemn people to years of penury?   
 payments Is long lasting indebtedness due to illness episodes nearly non-existent?   
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Issue Sub-issue Fair health and health care financing questions Yes No 

  Do some people have to reduce their nutritional intake and lifestyle to be 
able to pay for health? 

  

  Is it avoided that liquidity problems reduce the access to health care?   
 Out-of-  Is out-of-pocket payment for health care minimized?   
 pocket 

payments 
Are user charges being introduced with an explicit discussion of fairness 
issues? 

  

  Are user-fees and co-payments introduced with fairness and equity 
principles in mind? 

  

  Are informal and under-the-table payments abolished?   
  Are voluntary contributions to health and health care properly 

channelled? 
  

 Taxes Is the concept of equity going beyond proportionality (horizontal equity) 
towards progressive financing (vertical equity)? 

  

  Is an increasing share of taxes being allocated for health?   
  Are earmarked taxes given for health and social affairs?   
  Are “sin” taxes used for health and social affairs?   
 Insurances Are contributions for social health insurance schemes based on the 

overall income of their members? 
  

  Is the principle of salary-related contributions discussed to be changed by 
a system that might be fairer? 

  

  Are flat rate or equal per capita contributions for social health insurances 
regarded to be unfair? 

  

  Are ceilings for health insurance contributions being lifted with fairness 
principles in mind? 

  

  Has the richest one percent of society to pay an equal percentage share of 
their income as the average citizen? 

  

 Subsidies Are there cross subsidies from the rich to the poor built into health 
policies? 

  

  Are there cross subsidies from the healthy to the sick built into health 
policies? 

  

  Are there cross subsidies from the young to the old built into health 
policies? 

  

  Are there cross subsidies from small families to large families built into 
health policies? 

  

  Have rich people to pay more than poor people?   
  Is risk sharing across wealth and income levels given?   
  Is risk pooling between healthy and sick given?   
 Benefits Are there subsidies for complete and early nuniversalistic treatment for 

all? 
  

  Are essential drugs accessible, available, affordable for all?   
  Is portability of health insurance benefits given?   
  Are all dependent family members covered by health insurance?   
  Are the needs of the elderly included in the benefit packages of health 

care and health insurances? 
  

  Is there a collective equivalence between contributions and benefit 
packages (with minimum overhead costs)?  

  

 Exemptions Are there exemptions for the poor for payments and premia?   
  Are there sufficient and enforced exemption rules for the vulnerable?   
 Equali- 

zation 
Are regional equalization transfer mechanisms in place, accounting for 
different risk structures? 

  

  Are inter-institutional equalization transfer mechanisms in place, 
accounting for different risk structures? 

  

Health 
reform 

Basics Is fair financing a guiding principle of cooperation with other partners in 
the health sector? 

  

issues  Are value issues usually being discussed and addressed in health reform 
debates? 

  

  Is intersectoral cooperation on health care being stressed?   
  Are fragmented health insurance systems being streamlined?   
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Issue Sub-issue Fair health and health care financing questions Yes No 

  Is the safeguarding of personal freedoms a major thrust of policies?   
 Democracy Are health services and health funds set up democratically?   
  Are providers’ organizations set up democratically?   
  Are democratic elections for the set-up of health and social services 

being promoted strongly? 
  

 Subsidi-
arity 

Is decentralization of health care and/or its strengthening on the agenda?   

  Is deconcentration in health care and/or its strengthening on the agenda?   
  Is pluralism in health care and/or its strengthening on the agenda?   
  Is the participation of professional groups in the stewardship of health 

care management on the agenda? 
  

  Is subsidiarity in health care and/or its strengthening being discussed and 
on the agenda? 

  

  Can local groups set up health care patterns according to their best 
knowledge? 

  

 Security Are social protection measures considered to be an important issue?   
 Protection Is the coverage of social health insurances expanding?   
 Insurance Is risk pooling on the agenda?   
  Have risk sharing schemes a pro-active lobby?   
  Are overheads of risk sharing schemes controlled and relatively small?   
  Are reform issues discussed within the wider framework of social 

security? 
  

  Is the strengthening or widening of mandatory nursing insurance on the 
agenda? 

  

  Is the strengthening or widening of mandatory work accidents insurance 
on the agenda? 

  

  Is the strengthening or widening of mandatory social health insurance on 
the agenda? 

  

  Are private health insurances only allowed for small markets?   
  Is it guaranteed that private health insurances do not take away the low 

risks from social health insurances? 
  

  Are especially the poor protected by social health insurances?   
 New issues Are public/private partnerships in health care contributing to fairness?   
  Are self-help organizations of patients being supported?   
  Are institutions like equity audits being discussed or introduced?   
  Are ethical boards discussing and promoting fairness related issues?   
  Is a health care fairness legislation in preparation?   
 Evidence 

base 
Are good practices of political participation in health care known and 
disseminated? 

  

  Are health care reforms assessed according to fairness and equity 
principles? 

  

  Do national statistical data allow for proper inequality measurements?   
  Are health impact analyses being demanded and done?   
General 
reform 

Health 
priority 

Are health services considered to be a very special good with a high 
priority? 

  

issues  Is health considered to be a stronghold for state intervention?   
  Is there a political debate on the provision and public enforcement of 

public goods? 
  

  Are health and education issues very highly placed on the political 
agenda? 

  

  Is it recognized that health is a very productive driver of economic 
development? 

  

 Freedoms Is the political agenda concerned with the equal treatment of equals?   
  Is the political agenda concerned with the unequal treatment of unequals?   
  Is the respect for personal liberty a guiding principle of the political 

debate? 
  

 Discri- Is priority given to those that are worst off?   
 minations Is the topic of fair financing applied also in other sectors of the society?   
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Issue Sub-issue Fair health and health care financing questions Yes No 

  Are burdens and benefits being shared equally across all?   
  Are there subsidies for not excluding anybody from health services?   
 Conflicts Is equity considered to be more important than competition?   
  Is low efficiency considered to be an equity concern?   
  Is an eventually necessary downgrading of the welfare state done with 

fairness and equity principles in mind? 
  

  Are changes in the connotations of fairness and justice avoiding to 
discriminate against the worst off? 

  

 Dangers Were initiatives towards radical market reforms tempered by fairness 
considerations? 

  

  Are market forces allowed to bring a considerable portion of people into 
indigence? 

  

  Is it generally shared that market forces will not lead to social justice and 
equity? 

  

  Are corrections of market failures a strong issue on the political agenda?   
  Is there a discussion ongoing on the proper division of labour between 

the state and the market? 
  

 Poverty Is it guaranteed that the poor are not excluded from essential services?   
  Is poverty reduction on the agenda in terms of absolute income poverty, 

e.g. below a certain income level? 
  

  Is poverty reduction on the agenda in terms of relative income poverty?   
  Is poverty reduction on the agenda in terms of consumption shortfalls 

related to basic nutritional and health needs? 
  

  Is absolute deprivation (as compared with relative deprivation) a most 
important policy issue? 

  

  Are pro-poor projects, programmes and policies well designed and 
implemented? 

  

  Are new pro-poor projects, programmes and policies on the political 
agenda? 

  

  Aren’t people actually feeling more insecure than in the past?   
  Are new concepts of a minimum living standard avoiding social 

injustice? 
  

  Are policies targeting the poor directly?   
 Global  Is fair financing a guiding principle of international cooperation?   
 health Are there strong demands for increasing official development assistance?   
  Is health a strong issue in international cooperation debates?   
  Are social protection and social security strong issues in international 

cooperation debates? 
  

  Is the strong relationship between population growth and lacking social 
security a guiding principle in international cooperation? 

  

  Are effective sector-wide approaches used in policy planning and 
implementation? 

  

  Are sound poverty reduction strategy papers demanded for granting 
subsidies? 

  

 Good Is good governance a strong topic on the political agenda?   
 governance Is stewardship being debated currently?   
  Is political participation a strong issue?   
 Social 

security 
Is the strengthening or widening of mandatory unemployment insurance 
on the agenda? 

  

  Is the strengthening or widening of mandatory pension insurance on the 
agenda? 

  

  Is old age income security for the lifetime poor a topic on the agenda?   
Value 
debates 

Basics Is solidarity being applied beyond own families, e.g. even including 
prisoners? 

  

  Is the principle of equal opportunities considered to be a most important 
value? 

  

  Is the principle of basic needs satisfaction for all a guiding principle?   
  Is efficiency considered to be an equity and fairness concern?   
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Issue Sub-issue Fair health and health care financing questions Yes No 

  Is health considered to be a human right?   
 Public 

opinion 
Are fairness, equity and social justice deep rooted in the morale of the 
common wo/man? 

  

  Are the principles of fairness and equity shared by most groups in 
society? 

  

  Are the principles of fairness and equity considered to have application at 
the national level? 

  

  Are the principles of fairness and equity considered to have universal 
application, even for countries like Bangladesh? 

  

  Are equity and fairness considered to be more important than other 
values, e.g. democracy? 

  

  Is fair equality of opportunity a widely accepted value?   
  Are individual freedoms and opportunities considered to be important 

values? 
  

  Are people’s preferences regarding fairness, equity and social justice 
known by public opinion polls? 

  

  Are the basic human values of providers similar to those of their clients?   
  Are the guiding values of the providers shared essentially by the public 

and vice versa? 
  

 Political  Are human rights a topic in the health debate?   
 discourse Is the extreme poverty of 2.8 billion human beings considered to be an 

ethical and moral scandal? 
  

  Are movements towards more equality considered to be good policy?   
  Are egalitarian values considered to be stronger than liberal political 

theories? 
  

  Is the meaning of fairness in the political debate used to increase equity 
and social justice? 

  

  Are public debates rather value-driven than oriented towards economic 
growth and adjustment to globalization threats? 

  

  Is the political agenda regarded as being morally relevant?   

Fairness score = number of ‘yes’ answers   
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Annex 1 Fairness of financial contribution indexes in all 
member states of WHO 

 

 
 



Detlef Schwefel: Fair financing for health and health care 

 

40 

 
 



Detlef Schwefel: Fair financing for health and health care 

 

41 

 
 



Detlef Schwefel: Fair financing for health and health care 

 

42 

 
 
[WHO 2000] 



Detlef Schwefel: Fair financing for health and health care 

 

43 

Annex 2  Concepts related to fairness in World Health Report 
2000 

 
 
 
 
Selected concepts related to fairness and fairness measurement of financing 
 

 Fairness in Financial Contribution as an Intrinsic Goal: Holding constant the level and 
distribution of health and responsiveness, some ways of financing the health system are more 
fair than others 

 Catastrophic Payments are Unfair: Most people agree that financing systems organized in such 
a way that households may have to pay a catastrophic share of disposable income (e.g. >50%) 
to improve or protect their health are unfair 

 Horizontal Equity: Horizontal inequity, when similar groups are contributing very different 
shares of income towards the health system, can also be considered as unfair financial 
contribution 

 Vertical Equity: Even after taking into account society’s efforts to redistribute income, fairness 
may include a concern that the rich pay a larger share of the costs of the health system than the 
poor 

 Construction of fairness of financial contribution (FFC): HFCi = HEi / ENSY I, where ENSY 
= effective income minus subsistence expenditure, HE is all exp, including tax, insurance 

 Fairness of Financing Contribution: FFC perfectly fair if all households pay the same 
proportion of their non-subsistence income on health 

[Evans] 
 
 
 
 
 
The fairness of financial contribution index 
 
The index presented in this table is meant to measure both fairness of financial contribution and 
financial risk protection; the basic concepts and principles are outlined in detail elsewhere. The 
measurement of achievement in fairness of financial contribution starts with the concept of a 
household’s contribution to the financing of the health system. The health financing contribution of a 
household is defined as the ratio of total household spending on health to its permanent income above 
subsistence. Total household spending on health includes payments towards the financing of the health 
system through income taxes, value-added tax, excise tax, social security contributions, private 
voluntary insurance, and out-of-pocket payments. Permanent income above subsistence is estimated 
for a household as total expenditure plus tax payments not included in total expenditure minus 
expenditure on food. 
 
The distribution of households’ financial contribution is calculated using household survey data which 
includes information on income (individual level) and household expenditure (by goods and services 
including health). In addition, the calculations require government tax documents (including 
information on income tax, sales tax, and property tax), national health accounts, national accounts, 
and government budgets. Such in-depth analysis has been completed for selected countries where such 
information is available. For other countries, the distribution of health financing contribution has been 
estimated using indirect methods and information on important covariates. 
 
To allow for comparisons of the fairness of financial contribution, the distribution of health financing 
contribution across households has been summarized using an index. This index is designed to weight 
highly households that have spent a very large share of their income beyond subsistence on health. 
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The index therefore reflects inequality in household financial contribution but particularly reflects 
those households at risk of impoverishment from high levels of health expenditure. The index is of the 
form: 

 
where HFC is the financial contribution of a given household and HFC is the average financial 
contribution across households. The index is designed so that complete equality of household 
contributions is 1 and 0 is below the largest degree of inequality observed across countries.  
 
[WHO 2000] 



Detlef Schwefel: Fair financing for health and health care 

 

45 

Annex 3  Definitions and formulae for the fairness of financial 
contribution index of WHO 
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[Kawabata] 
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Annex 4 Selected comments on WHO’s fair financing concept 
and measurement 

 
 
 
Navarro:  How to define progressiveness of funding  
 
Finally, some concerns need to be raised about the third type of indicator used in the WHO Report, 
related to the degree of "progressiveness" in funding health services. The authors of the report 
analysed the percentage of household funds spent on health care by several deciles of the population in 
each country, assuming that the same percentage spent on health care (as percentage of capacity to 
pay) by different income groups means fair funding arrangements. As the WHO report indicates, "the 
way that health care is financed is perfectly fair if the ratio of total health contribution to total non-
food spending is identical for all households, independently of their income, their health status or their 
use of the health system." Fairness is a highly subjective concept. But if by fairness in health-care 
financing we mean that each person should receive health-care services according to his or her needs 
while contributing according to his or her ability and command of resources, then a criterion of 
fairness should be the degree to which the financing of health care is redistributive. According to that 
criterion, to be authentically progressive, the system of funding should be optimally redistributive--
that is, the percentage of household contribution to the funding of health services (as percentage of 
capacity to pay) should be larger (not the same) as household income increases. But this indicator by 
itself would also be insufficient to tell us much about fairness or progressivity, since fairness depends 
on the destiny of the household health spending, a topic untouched in the WHO report. A wealthy 
family may spend much more on health care than a low-income family without having any bearing on 
progressiveness, if those higher expenses go into higher or more luxurious consumption without 
having any redistributive effect. In that sense, progressiveness of funding cannot be analysed 
independently of the channels through which the funding moves. Progressive funding will have a 
redistributive effect only when the payments are connected to the same system in which funds are 
transferred from one group to another. [Navarro] 
 
 
 
 
Domingues et alii:  Fairness in the financial contribution  
 
For 2000 WHR, the financial system is fair when all homes use, in health, the same percentage of the 
available income, (with the exception of meal expenses) not considering your health conditions or 
utilization of a health system. This approach deviates from the “vertical equity”. This concept assumes 
that a fair financing system is the one where the amount paid by the homes increases according to the 
income level (the greater the greater percentage to be paid). The indicator that measures fairness in the 
home contributors of financial health systems, was created according to the percentage of expenses 
with health of the homes in relation to the income available. 
 
The available income was estimated to the gross income of homes, meal expenses not included. The 
disparities in this contribution were calculated using the variability of the percentage of expenses in 
each home in relation to the average percentage. With the utilization of the available income as a base 
to estimate the percentage of health expenses in each home, health systems with resources obtained 
progressively will be evaluated as unfair, if there is important disparities in the income distribution. 
Reasoning similar to that already discussed in relation to the indicators of health can also be applied to 
the indicator called Fairness of financial contribution (FFC). In this case, the estimate was effected on 
the basis of percentage household expenditure on health (Household contribution to the financing of 
the health system – HFC), related to the so-called “permanent income”(defined as the spending of 
family members minus that spent on food). The disparities of expenditure on health (FFC) measured 
by means of the sum of the variability of individual percentages in relation to the mean percentage 
expenditure, and is subject to significant modifications depending on the makeup of the population by 
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social strata. In the same way as with IID, the FFC reflects basically the inequalities in society. 
 
A further problem with the FFC indicator arises from the sources of information employed: in fact, in 
only 21 of the 191 Member Countries, (Table 7 in the Report) the FFC was calculated using 
information obtained from household surveys (in many of the cases, Standard of Living Surveys – 
PPV) containing questions referring to household spending. For the remaining countries, having data 
on only a fraction of the expenditure on health which is public, the Gini Index, and the fact of the 
country being or not being Communist was used. Furthermore, it is not known how distribution of the 
tax burden was estimated among households. (based on the slice of family expenditure related to the 
payment of taxes and various obligatory contributions).  
 
It is also worth pointing out that while the WHO predicates a conceptual debate on the “fairness” of 
the system of sectorial funding, indicating the need to analyze among other variables the 
progressiveness or regressiveness of the tax system, this consideration was completely left to one side, 
and the FFC as outlined above was the only element used in the research.  
 
Analysis of the progressiveness or regressiveness of the sectorial financing system, seen in the light of 
family or household budgets, becomes thoroughly distorted, since it is able to take into account only 
those taxes which form part of the family spending. In this way, when the tax burden is viewed from 
the angle of family spending, the progressive taxes incurred by companies or individuals are not taken 
into account, whereas households do pay in accordance with their contributory capacity. This is 
exactly the situation in Brazil as regards for the two main taxes which finance the public health system 
in our country: the Provisional Contribution on Financial Movements (CPMF) and the Contribution on 
Company Liquid Profits (CLLE). These are basically progressive taxes in principle and account for 
over 40% of the funding for the public health sector at the federal level, which provides more than 
70% of the total funding for the Single Health System (SUS) throughout the country. Therefore, the 
most valid way to evaluate the level of progressiveness of the funding system for the health system 
would have been to carry out analyses based upon funding resources which effectively find their way 
into the health sector, in Brazil’s case at the three levels of Government. 
 
It is worth pointing out on the other hand that the FFC does not reflect inequalities in the use of the 
health services, nor does it insofar as the relationship between this use, show the levels of need in the 
population concerned. In this way, a single country can in fact present a good health service 
performance as measured by the FFC and at the same time exhibit huge inequalities in the utilization 
of the health services. 
 
The latter aspect does not appear to have been incorporated into any of the indicators which comprise 
the Composite Index, (Overall Health System Performance) insofar as the indicator which measures 
the state of the population’s health, (DALE) and presents low specificity as a measurement of the 
health system’s performance. For example, in Brazil, deaths resulting from the high murder rate 
among young males has impacted negatively on life expectancy rates at birth. Moreover, life 
expectancy figures are extremely sensitive to changes in income concentration.  
 
The Report presents indicators which in spite of not being incorporated in the calculations for the 
Composite Index on health services performance, require comment in respect to the lack of clarity 
regarding the items raised, for example: private spending, out of pocket spending, private 
consumption, total consumption, total private consumption and so on. In Brazil’s case, the high share 
attributed to private spending according to the Report represents 51.3% of the total expenditure on 
health and would basically comprise out of pocket spending (45.6%), while in reality private 
expenditure in Brazil related to the purchase of private health insurance and medical plans (pre-
payment) absorbs a percentage approximately equal to the federal expenditure on health. In the light of 
this, out of pocket spending would appear to be over-estimated.” [Domingues] 
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Annex 5 Economic measures related to fairness of financial 
contribution 

 
 Indicators Purpose Comments 

 a) Revenue Collection   

� The formal sector share of GDP 
� Natural resource revenues as a 

share of total public sector 
income 

Potential resources available 
to finance public health 
spending 

� Public sector expenditures as a 
share of GDP 

� External health sector aid as a 
share of total public health 
expenditures 

To measure resources 
specifically available to the 
public sector 

� The share of public health 
expenditures in total public 
expenditure 

� Total health expenditure (per 
capita level and share of GDP) 

To measure public sector 
allocation decisions, 
additional resources, and 
potential constraints 

� The share of total health 
expenditures that are prepaid (as 
against those which are paid 
out-of- pocket at time of 
service) 

A broad measure of financial 
protection against out-of-
pocket expenses 

 
 
The proposed indicators do not 
measure: 
 
1- The minimum threshold of 
funding the health sector (minimum 
expenditure) 
 
2- The degree of revenue collection 
progressivity or regressivity  
(The FFC index does not 
distinguish between progressivity 
and regressivity, it is affected even 
if the better-off pay a larger 
proportion of their ability to pay 
than the poor) 
 
 
3- The cost of revenue collection 

 b) Pooling   
Means and concentration indices of: 
� share of copayments to total 

health expenditure in each pool 
� Membership in each pool 
� Per capita spending in each pool 

Measures of the scale, depth 
of financial coverage, and 
existence of compensatory 
mechanisms across pools 

The proposed indicators do not 
reflect: 
 
1- Those who do not belong to any 
pool, are eligible to public services 
without paying contributions or fee-
for-service (waivering system) 
2- Risk distribution among pools 
(prohibitive measures and 
exclusions) 
3- Pools overlapping  
4- Differences in benefit packages 
between pools 
5- Pools administrative costs  

 c) Purchasing   
� Number of purchasers  
� Means and distribution of total 

expenditure across purchasers 
� Mean and distribution of the 

number of providers who are 
contracted or hired by each 
purchaser 

To characterize the structure 
of interactions between 
purchasers and providers 

� Share of total funds allocated by 
inputs (e.g. salaries and 
traditional budgets), outputs 
(e.g. fee-for-service) and 
outcomes (e.g. capitation) 

To measure the financial 
incentives embedded in 
payments to providers 

 
The following areas worth be 
covered: 
 
1- Incentives through payment 
mechanisms 
(To what extent do they:  
contain cost vs inciting 
underutilization or hindering access? 
encourage over utilization? affect 
quality of care?) 
 
2- Transparency and Accountability 

 
[Ammar] 
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Annex 6  Benchmarks of fairness 
 
 
 

Benchmarks of Fairness for Health Care Reform 
Score 
0-5 

Benchmark 1: Intersectoral Public Health  
 Degree to which reform increases percent of population (demographically differentiated where 

relevant and possible) receiving the following: 
 

  Basic Nutrition  
  Housing  
   crowding  
   homelessness  
   physical adequacy  
  Environmental Factors  
   Clean water (and water treatment)  
   Sanitation (vector control)  
   Clean air  
   Reduced exposure to workplace and environmental toxins  
  Education and Health Education  
   Literacy  
   Basic education  
   Health Literacy  
    Nutritional education  
    Sex education and promotion  
    Substance abuse education and promotion  
    Anti-smoking  
    Anti-drug and alcohol abuse  
  Public Safety and Violence Reduction  
   Vehicular accident reduction  
   Violence reduction (homocide, rape)  
   Domestic abuse (women, children)  
 Development of information infrastructure for monitoring health status inequalities  
  Provision for regular measurement of health status inequalities, using appropriate indicators  
  Research into interventions most likely to reduce health status inequalities  
 Degree to which reform has actively engaged intersectoral efforts at local, regional, and/or 
 national level to improve social determinants of health, and the degree to which vulnerable  
 groups have been involved in defining these efforts. 

 

Benchmark 2: Financial Barriers to Equitable Access  
 I. Nonformal Sector Coverage  
 Universal access to the most appropriate package of basic services  
  examples of packages of varying scope:  
   Mexican 12 interventions (a minimal package)  
   PAHO’s Primary Care package (a slightly more extensive package)  
   Colombia’s Basic Benefit Package/Subsidized Regimen or Thai package  
   Catastrophic coverage  
   (unclear just where Pakistan package fits, but probably below Colombia through  
   public facilities). 

 

 Drug Coverage  
 Medical Transportation Costs  
 Portability of coverage (geographical, employment status)  
 II. Insurance for Formal Sector  
 Reduction of the following obstacles to enrolling people in the formal sector:  
  corruption and enforcement-- of tax requirements, mandatory enrollment  
  worker resistance to enrollment  
  small employer resistance  
 Family coverage for enrolled workers  
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 Drug coverage  
 Medical Transportation Costs  
Benchmark 3: Non-financial Barriers to Access  
 Reduction in geographical mal-distribution of:  
  Facilities and services  
  Personnel (mix and training)  
  Supplies  
  Drugs  
  Clinic hours (appropriate to village routines, work schedules)  
  Transportation for medical purposes  
 Gender  
  Status in family regarding decision-making  
  Mobility  
  Access to resources  
  Reproductive autonomy  
  Gender sensitive provision of services  
 Cultural  
  Language  
  Attitude and practices relevant to disease and health  
  Uninformed reliance on untrained traditional practitioners (such as some healers,  
  midwives, dentists, pharmacists)  
  Perception of public sector quality  
 Discrimination by race, religion, class, sexual orientation, disease, including stigmatization of 

groups receiving public care. 
 

Benchmark 4: Comprehensiveness of Benefits and Tiering  
 All effective and needed services deemed affordable, by all needed providers  
  No categorical exclusions  
 Reform reduces tiering and achieves more uniform quality  
  Integrates services to the poor and others  
Benchmark 5: Equitable Financing  
 Is financing by ability to pay?  
  If tax based-scheme  
   How progressive (by population subgroup)?  
   How much reliance on cash payments (by subgroup)?  
  If premium-based  
   Is it community-rated (by subgroup)?  
   Reliance on cash payments (by subgroup)?  
Benchmark 6: Efficacy, Efficiency and Quality of Health Care  
 Primary Health Care Focus  
  PHC training for community based delivery  
   Population-based  
   Community participation  
   Integration with rest of system (referrals)  
   Intersectoral integration (social and environmental determinants)  
  Incentives  
  Appropriate allocation of resources to PHC  
  Interactive community participation, including vulnerable subgroups  
 Implementation of Evidence-based Practice  
  Health policies  
  Public health and clinical prevention  
  Therapeutic interventions  
   Incentives for clinical guidelines  
   Evidence-based evaluation of methods for managing utilization of services  
  Information infrastructure and database  
   Evidence-based research on clinical and public health measures  
   Health services research on patterns of care  
   Population health needs and utilization rates, including variation studies (with 
   demographic differentiation) 

 

 Measures to improve quality  
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  Regular assessment of quality, including satisfaction, with surveys or community group 
  involvement as appropriate 

 

  Accreditation of Plans and Hospitals  
  Professional Training  
   Curriculum focused on fair design of system  
   Continuing education  
Benchmark 7: Administrative Efficiency  
 Minimize administrative overhead  
  Inappropriate technology acquisition  
   Purchase  
   Maintenance  
   Training  
  Excessive marketing costs (hospitals or plans)  
  Efficient use of personnel  
   Reduction of excess  
   Appointments and promotions based on competency  
  Appropriate economies of scale  
   Adequate risk pools for insurers  
  Reduction of duplicate structures, including integration of vertically organized programs  
 Minimize transaction costs  
  Enrolment and disenrolment costs  
  Inappropriate shifting and transfers of personnel or patients  
 Minimize loss of needed personnel from system as a whole (brain drain)  
  Oversupply of some services in some areas  
 Cost-reducing purchasing  
  Reduce price variation  
  Drug cost reduction through large scale purchasing  
  Reliance on (quality) generics where possible  
 Minimize cost shifting  
  Cost shifting from PC to Tertiary  
  Cost shifting to patients  
  Cost shifting to public sector or insurance from other types  
  Cost shifting between schemes  
 Minimize abuse and fraud and inappropriate incentives  
  Shadow (paid non-shows) providers, partial and total  
  Practitioner auto-referral  
  Drug sales at profit by rural doctor  
  Billing practices (up-coding, un-bundling)  
  Un-credentialed practitioners in rural areas (also a problem in urban areas in Karachi)  
  Vehicles and other perks  
  Inappropriate promotion of drugs and devices  
  Appropriation of public resources for private practice  
Benchmark 8: Democratic Accountability and Empowerment  
 Explicit, public, detailed procedures for evaluating services with full public reports  
  Use reports  
  Performance reports  
  Compliance reports  
  Use of adequately qualified consultants  
 Explicit deliberative procedures for resource allocation with transparency and rationales for 
 decisions based on reasons all “fair minded people” can agree are relevant 

 

 Global budgeting  
 Fair grievance procedures  
  Legal procedures (malpractice)  
  Non legal dispute resolution procedures  
 Adequate privacy protection  
 Measures for enforcement of compliance with rules and laws  
  Strengthening civil society  
  Enabling environment for advocacy groups  
  Stimulating public debate, including participation of vulnerable groups  
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Benchmark 9: Patient and Provider Autonomy  
 Degree of consumer choice  
  Of primary care providers  
  Of specialty care providers  
  Of alternative providers  
  Of procedures  
 Degree of practitioner autonomy  
 
[Daniels] 
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Annex 7  Bibliography on Equity in Health 
 
 
 
Source:  Macinko, James A. and Barbara Starfield: Annotated Bibliography on Equity in 

Health, 1980-2001. In: Int J Equity Health. 2002; 1 (1): 1 
 
 
Executive Summary  
 
Equity in health has been conceptualized and defined in several ways, as its principles derive from the 
fields of philosophy, ethics, economics, medicine, public health, and others. Common to most 
definitions of health equity is the idea that certain health differences (most often called inequalities in 
health) are unfair or unjust. The subset of health inequalities that are judged unjust or unfair constitute 
health inequities. Although the difference between these two terms is acknowledged in much of the 
literature reviewed here, many authors are inconsistent in their use of terminology. Two main forms of 
health equity are identified, vertical equity (preferential treatment for those with greater health needs), 
and horizontal equity (equal treatment for equivalent needs). By and large, the published literature 
focuses on horizontal equity. 
 
The fundamental concern about fairness raises another question-how is fairness to be assessed? 
Whitehead [2] proposes that criteria for assessing which health inequalities are unfair should include 
whether they are due to inherent biological variation, due to informed individual choices, or are 
potentially avoidable. Starfield [3] adds that health inequities must be potentially remediable and 
affect the health status of groups in a systematic way. Others, such as Andersson and Lyttkens 1999 
[4], Williams 1997 [5], and Lindholm, et al 1998 [6] try to quantify the concept of fairness, by 
measuring societal preferences for health equity. Each author finds that societies tend to value health 
equity, but the magnitude of this value is dependent on both the population interviewed and the 
characteristics of the group suffering health inequalities. That is, there is no way to assess 'fairness' 
without imposing some value judgment. For this reason, the ISEqH defines equity as "the absence of 
systematic and potentially remediable differences in one or more aspect of health across populations of 
population subgroups defined socially, economically, demographically, or geographically." [1] 
 
Another contemporary debate on the meaning of health equity concerns whether health equity should 
be measured at the individual or the group level. The World Health Report 2000[7] and its background 
papers [8,9] present an individually-based rather than a group-based approach to measuring health 
inequalities. Other researchers [10,11] argue that such an approach can measure health inequalities 
only. Because individually-based measures only capture the health status of individuals without regard 
to other characteristics, they do not provide the information necessary to determine whether or not 
such inequalities are inequitable [12]. 
 
In attempting to measure health equity, relatively few articles in the published literature focus on 
equity in health outcomes or health status. This review deliberately includes several such articles [13-
19]. In terms of methodology, the extent of health status inequalities appears to be sensitive to the type 
of health measure used (see Turrell and Mathers 2001 [13]) and the way in which groups are defined 
(see Kunst, et al 1998 [14]; Manor, et al 1997 [15]). For the most part, the literature does not assess 
whether or not these inequalities are unfair or unjust. 
 
The majority of the published literature on equity in health focuses on access, utilization and financing 
of health services (see Van Doorslaer, et al 2000 [20]; Waters 2000 [21]) sometimes confusing this 
with equity in health (see Musgrove 1986 [22]). The extent of inequities in access and use of health 
services appears to be sensitive to measurement issues as well, including 1) whether or not access is 
adjusted for different health needs and 2) the type of medical care being studied (e.g. primary versus 
specialist versus hospital care). 
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In order to explain the global preponderance of health inequities, many authors have attempted to 
elucidate the pathways by which inequities in health come to be and are perpetuated. One of the most 
prevalent theories concerns the role of socioeconomic status, measured by education [16], occupation 
[18], and/or income [13]. Other explanations involve social discrimination based on gender [16,23,24] 
or race/ethnicity [17,25]. Proposed pathways include the environment in which people live, such as 
their living conditions and the distribution of income in their country or state [26-28]. Still other 
hypothesized pathways involve the political and policy context, including the extent of primary care 
[29], the geographic distribution and mix of health services [30-33], the fairness of health financing 
[34,35], social policies [18,19,36] and political, social, and economic relationships [37,38]. Several 
articles point to the importance of complex pathways potentially acting in concert to exacerbate or 
propagate health inequities, and probably differing in the relative strength of their components within 
different populations (See Whitehead, et al 2001 [19]; Kawachi, et al 1999 [23]; Sacker, et al 
2001[18]; Shi and Starfield 2000 [29]). 
 
The literature contains a number of policy and program evaluations intended to assess the varied 
responses of communities and nations to health inequities. Three main types of approaches have been 
identified, 1) increasing or improving the provision of health services to those in greatest need [39,40], 
2) restructuring health financing mechanisms to aid the disadvantaged [41-43], and 3) altering broader 
social and economic structures intended to influence more distal determinants of health inequities. 
Few articles in the health literature address the latter approach. 
 
In attempting to assess what works in reducing health inequities, there is a tension between absolute 
and relative definitions of the concept, i.e. whether success is to be measured only by the size of the 
reduction in the gap between the better- and worse-off groups, or to improvements in the worst-off 
group relative to where they started before the intervention. For example, how successful is a program 
that decreases injuries among the poor by 50 percent, but decreases them for the rich by 75 percent? 
The absolute conditions are better for both groups, but the health inequity gap has actually increased. 
Several authors have pointed out this tension and its implications for policy and program evaluation 
(see Gilson, et al 2000 [41]; Yip and Berman 2001 [40]). 
 
Although research on various aspects of health equity has been part of the published literature for 
more than three decades, this review suggests that the field is only recently moving forward with 
greater speed. Most of the more recent articles are clearer in concept and more sophisticated in 
methods than was the case for earlier studies. The International Society for Equity in Health is devoted 
to encouraging enhancements in the state of knowledge through well conceived and well conducted 
research, the findings of which can then be applied to develop and implement better policies and 
programs to improve equity both across and within countries. 
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Annex 8   Measures of access according to WHO 
 
 
 
 
Different types of access measures 
 

Type Measures Examples 

Potential Access 

Health systems  
Characteristic 

Capacity Financing Doctor/population ratio 
Hospital bed/population ratio 
Per capita expenditure for health services  

Enabling 
characteristics 

Personal resources Per cent of population with health insurance 
Income, Health Insurance 
Coverage  

Realized access 

  Type of services  
Site of services 
Purpose of service 

Ambulatory Inpatient  
Physician’s office; Health centre; Hospital 
Primary care 
Secondary care 
Tertiary care  

Equitable access 

  Services distributed 
according to perceived 
patient need  
Services distributed according to 
social advantage 

Symptoms 
Pain, General health, Race/ Ethnicity 
Education 
Occupation  

  Services distributed 
according to enabling 
characteristics 

Income 
Health Insurance 
Coverage  
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Annex 9  Health inequalities indicators 
 
 
 
 
 
1 Peri-natal mortality rate  
2 Number of women aged 65-70 having breast screening  
3 Number of social service assessments of older people 

begun within 48 hours of contact  
4 Number of community equipment provided by social 

services within 7 days (to older people)  
5 Number of pension holders receiving pension credit  
6 Number of older people living at home being supported 

intensively  
7 Number of older people helped to live at home  
8 Number of nightinggale wards   
9 Number of emergency admissions of older people into 

hospital  
10 Mortality from accidents over 65 years  
11 Level of income support for pensioners  
12 Length of time taken for assessment of older people 

by social services  
13 Fuel poverty   
14 Delayed discharge from hospital (wrt older people)  
15 Age specific mortality from accidents over 65 years  
16 % uptake of influenza immunisation of over 65  
17 Life expectancy at birth 
18 still birth rates 
19 single parent status 
20 quality of area, graffiti, rubbish (in relation to infant 

mortality) 
21 mother's country of birth 
22 marital status (of mothers) 
23 % of mothers smoking over 10 cigarettes per day 

(during pregnancy) 
24 Smoking cessation services in maternity services 
25 Obstetric obstructions 
26 maternal age 
27 % of mothers who breastfeed 
28 social class (of new-mothers) 
29 Number of women known to be engaging with 

midwife on smoking cessation programme within 
maternity services 

30 Number of women identified as smoking during 
pregnancy 

31 % mothers smoking during pregnancy 
32 Number of children participating in schemes 
33 Use of contraception on first occasion of sexual 

intercourse by young people under 18 
34 University attendance rates 
35 unauthorised absences from school 
36 Truancy rates 
37 Smoking rates for pregnant teenagers 
38 Rate of reconviction of young offenders 
39 pupils with English as an additional language 
40 pupil absences from school 
41 provision of emergency oral contraception by local 

pharmacists 
42 Proportion of women who have been cared for at some 

point by social services who become pregnant 
before 18 

43 Proportion of under 18’s by gender who register with 
NHS-funded community clinic for contraceptive 
services in any one year 

44 Proportion of under 18 pregnant teenagers in contact 
with health services by the 14th week of pregnancy 

45 Proportion of under 18 abortions performed before 13 
weeks 

46 Proportion of under 18 abortions funded by NHS 
47 Proportion of teenage parents achieving a qualification 

equivalent to NVQ level 2 
48 Proportion of state schools having a written policy on 

SRE in line with DfES guidance 
49 Proportion of state maintained schools committed to 

developing SRE within context of National Healthy 
School Standard 

50 Proportion of social services having satisfactory SRE 
policy for looked after children 

51 Proportion of primary and secondary schools with at 
least 1 accredited teacher of SRE 

52 proportion of people under 25 using class A drugs 
53 proportion of looked after children placed for adoption 

within 12 months of deciding adoption is in the 
children's best interests 

54 proportion of children on social and caring "Children 
At Risk" register 

55 Proportion of children having average levels of 
communication, language and literacy at foundation 
stage 

56 Proportion of children having average levels of 
communication, language and literacy age 2 

57 proportion of children 10-17 having been looked after 
continuously for a year receiving a final warning or 
a conviction 

58 Proportion of care leavers attaining 5 good GCSEs  
59 Proportion of accredited teacher training institutions 

which cover SRE in initial teacher training 
60 Proportion of 16-19 year old teenage mothers in 

education, employment or training 
61 post-neonatal deaths 
62 parental mental health 
63 parental employment 
64 Numeracy skills key stage 2 
65 number of convicted children in care (relative to their 

non care peers) 
66 number of children re-registered on the child 

protection register 
67 number of care leavers with at least one GNVQ/GCSE 
68 number of young volunteers to be peer educators, 

including teenage parents 
69 number of young people with psychosis who receive 

support for 3 years 
70 Number of sure start schemes in deprived wards 
71 Number of sure start schemes 
72 Number of supported housing units occupied by lone 

parents under 18 
73 number of schools/organisations requesting sessions 

on contraception 
74 Number of schools running educational programmes 

(smoking) 
75 Number of schools contacted by police responsible for 

road safety schemes 
76 number of looked after children adopted 
77 Number of drug misusing under 25s partaking in 

rehab programmes 
78 number of condoms and lubricant distributed per 

agency (to prevent underage conceptions) 



Detlef Schwefel: Fair financing for health and health care 

 

61 

79 Number of children with speech and language 
problems 

80 Number of children killed or seriously injured in road 
accidents 

81 Number of children in 'low income households' 
82 Number of children attending educational programme 

(smoking) 
83 Number of children aged 0-5 with average levels of 

personal, social and emotional development for their 
age 

84 Number of care leavers in education, employment, 
training relative to their non-care peers 

85 number of agencies and number if participants at each 
(preventing underage conception) session 

86 neonatal deaths 
87 Missed Secondary school days 
88 Missed Primary School days 
89 Low birthweight babies 
90 looked after children with 3 or more placements 
91 Literacy skills key stage 2 
92 level of adoption stability 
93 Infant mortality rates for children born to teenage 

mothers 
94 Infant Mortality 
95 Infant death rate 
96 immunisation of babies 
97 GCSE attainment 
98 father's social class 
99 Exclusion from secondary school 
100 Cot death rate 
101 Conceptions to girls under 18 years (rates) 
102 Conceptions to girls under 18 years (counts) 
103 cigarette smoking by school aged children 
104 Child Poverty Index 
105 Attendance rates at sure start schemes and initiatives 
106 % of under 25s referred by CJS for drug treatment 

who attend 
107 % of under 22s on modern apprenticeships 
108 % of teenage births recorded as 'sole registration' or 

'other' 
109 % of pupils gaining 5 or more GCSEs at A*-G 

including English and Maths 
110 % of children living in a household where no one is 

working 
111 % of children being 'in need' 
112 % of children aged 0-3 in sure start areas reregistered 

on the child protection register 
113 % of 6-16 year olds who spend a minimum of 2 

hours each week on high quality PE 
114 % of 19 year olds with 5 A*-C GCSEs 
115 % of 18-30 year olds in higher education 
116 % of 14 year olds at or above the standard of literacy 

numeracy science and ICT for their age 
117 % of 11 year olds at or above the expected standard 

for their age in numeracy and literacy 
118 % of women who smoke during pregnancy 
119 Mortality rate from circulatory disease under 75 

years  
120 mortality rate from cancer under 75 years 
121 Sales of fluoride toothpaste as a percentage of total 

toothpaste sales in locality 
122 waiting under 3 months for revascularisation 
123 Waiting under 3 months for anginography 
124 Vehicle crimes per 1000 population 
125 vaccination rates (MMR, flu, meningococcal C) 
126 tuberculosis notification rates 
127 Townsend Index  
128 Total tonnage of household waste sent for recycling 

129 Total tonnage of household waste sent for 
composting 

130 Time taken to clear up cases of poor welfare in 
farmed animals 

131 suicide rates 
132 spending on social services 
133 social support 
134 Smoking cessation rate 
135 Serious accidental injury all ages 
136 Robbery rates (per 1000 population) in principal 

cities 
137 road traffic casualty rate per 1000 resident population 
138 Road traffic casualty rate per 100 resident population 
139 respiratory disease 
140 Renovations to public sector housing 
141 Renovations to private sector housing 
142 Rate of serious injuries and deaths from RTAs per 

adult resident 
143 Rate of reconviction of all offenders punished by 

imprisonment or community supervision 
144 Rate of prisoner escapes 
145 rate of accidents 
146 Rate of accidental fire-related deaths in the home 
147 raised blood pressure 
148 Rail use 
149 quality of healthcare available 
150 Proportion waiting over an hour in A&E 
151 Proportion of vulnerable groups in decent housing 
152 proportion of people with self assessed fair poor or 

bad health 
153 proportion of people with limiting long term illnesses 
154 proportion of people with diabetes being offered 

screening to detect diabetic retinopathy 
155 Proportion of people suffering heart attack who 

receive thrombolysis within 60 minutes of calling 
for professional help 

156 Proportion of people accessing a Rapid Access Chest 
Pain Clinic in under 2 weeks 

157 proportion of lone parent households 
158 Proportion of ineffective trials 
159 proportion of households with a car 
160 Proportion of disputes settled in court 
161 proportion of bedside TVs and phones 
162 premature deaths from cardiovascular disease (rate) 
163 poverty 
164 Overall smoking rates (no. smokers/total residents) 
165 Overall reduction in the rate of serious injuries 

caused by RTAs in the locality per adult resident 
166 Overall reduction in the rate of death by RTA in the 

locality per adult resident 
167 obesity 
168 numbers still quit after 52 weeks 
169 numbers seen by smoking cessation services 
170 Numbers of people with HIV 
171 number of road deaths and serious injuries 
172 number of homes judged unfit to live in 
173 number of days taken to accept people as homeless 
174 numbering hostel accommodation 
175 numbering bed and breakfast 
176 number or people experiencing homophobic 

harassment 
177 number of women killed via domestic violence 
178 Number of speed limit reductions 
179 Number of speed humps built 
180 number of social services with an integrated falls 

system 
181 Number of social houses deemed 'indecent' 
182 Number of serious injuries caused by RTAs in one 

year in the locality 
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183 Number of school road safety initiatives up and 
running 

184 number of residents consulted/participating in regen 
decisions 

185 Number of portions of fruit and veg eaten per day 
186 number of people with severe mental illness 

receiving outreach services 
187 Number of people with chd receiving NSF standard 

advice and care 
188 number of people who remain quit at 4 weeks 
189 number of people reporting racial harassment 
190 number of people reporting homophobic harassment 
191 Number of people registered with a GP 192 Number 

of people killed or seriously injured in road 
accidents 

193 number of people experiencing racial harassment 
194 number of people experiencing domestic violence 
195 Number of pavement-widening schemes 
196 Number of patients dealt with in line with NICE 

guidelines 
197 Number of offenders testing positive at arrest 
198 Number of new speed cameras installed 
199 Number of new pedestrian crossings/traffic lights 

installed 
200 Number of murders 
201 Number of light rail passenger journeys 
202 number of hospitals admitting stroke patients with a 

specialised stroke service 
203 Number of hospital admissions for smoking related 

illness 
204 number of eligible patients receiving 'crisis 

resolution' 
205 number of drug related deaths 
206 Number of deaths from suicide or undetermined 

injury 
207 number of deaths from CHD 
208 Number of deaths caused by RTAs in one year in the 

locality 
209 Number of cycling trips 
210 Number of crimes for which an offender is brought 

to justice 
211 Number of children participating in road safety 

schemes 
212 Number of cessation devices prescribed each year 

per adult resident 
213 Number of carers who have a 'break' 
214 Number of bus passenger journeys 
215 number of assaults reported to the police 
216 number of assaults before victim contacts the police 
217 Number of assaults 
218 Number of additional houses built on developed land 
219 Number of accessible road crossings 
220 Number of A&E admissions caused by RTAs in one 

year in the locality 
221 number of 6-month inpatients 
222 Mortality from suicide and undetermined injury all 

ages 
223 mental illness 
224 mental health hospital admission rates 
225 median wait for treatment of psychosis 
226 maximum wait for an outpatient appointment 
227 Maximum wait for an inpatient appointment 
228 major accidents 
229 life expectancy 
230 levels of volunteering 
231 levels of drug and alcohol abuse 
232 Level of user satisfaction in the CJS 
233 Level of road congestion 
234 Length of time spent waiting in A&E 

235 Length of continuous cycle path in metres 
236 kidney disease 
237 Journey times on London Underground 
238 Jarman scores 
239 index of deprivation 
240 Incidence of recorded crime 
241 IMD scores 
242 housing conditions 
243 houses of multiple occupation 
244 households with a washing machine 
245 households claiming council tax or housing benefit 
246 homelessness of households with dependent children, 

or of households with pregnant household members 
247 Homeless households in temporary accommodation  
248 healthy life expectancy 
249 gypsies and travellers 
250 growth in emergency hospital admissions 
251 Greenhouse gas emissions 
252 GDP per head 
253 fluoridation levels 
254 expenditure on GP services, occupational and 

physical therapies, community services 
255 episode rates for schizophrenia 
256 Domestic burglaries per 1000 population 
257 dental health 
258 deaths from undetermined injuries 
259 Death rates from cancer, diabetes and circulatory 

diseases 
260 death rate from stroke 
261 death rate from lung cancer 
262 Cost effectiveness of local authorities 
263 Condition of local roads 
264 Carbon dioxide emissions 
265 Cancer waiting times (urgent referral) 
266 Cancer waiting times (diagnosis to treatment) 
267 cancer mortality 
268 Bus punctuality 
269 beta thalassaemia or sickle cell disorder 
270 bed occupancy rate in acute inpatient services 
271 asylum seekers 
272 Annual incidence of BSE 
273 Alcohol consumption 
274 Air quality indicators (NO2 and PM10) 
275 Air quality 
276 Accountability to patients 
277 accessible shopping 
278 accessible public toilets 
279 accessible public buildings 
280 accessible employment 
281 accessible crossings 
282 Access to Services 
283 Access to primary care professional within 24 hours 
284 access to inpatient, day care and outpatient care 
285 Access to a primary care doctor within 48 hours 
286 % of substantive asylum seekers cases decided 

within 2 months 
287 % of rural households within a 10 minute walk of an 

hourly or better bus service 
288 % of regeneration board members who are local 

residents 
289 % of people diagnosed with cancer who recover 
290 % of local service electronic capability 
291 % of failed asylum seekers removed 
292 % of drug users successfully completing program 
293 % of drug users participating in drug user treatment 
294 unemployment rate 
295 unemployment claimant count 
296 number of prisoners leaving prison with severe 

mental illness with a 'care plan' 
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297 long term unemployment 
298 Income deprivation index 
299 Employment deprivation index 
300 adults in receipt of severe disablement allowance 
301 adults in receipt of income based job seekers 

allowance 
302 adults in receipt of incapacity benefit 
303 % of people on welfare having money paid directly 

into their bank accounts 
304 % of local people claiming council tax benefit 
305 % of adults in work who lack NVQ2 or equivalent 

qualifications 
306 % claiming income support 
 
 
 
 
 
[Matrix] 
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Annex 10   Health economics aspects of equity in health 
 

 

 
 
 
 
Equity in Health 
 
Handbook of Health Economics Volume 1b, Chapter 35 
Alan Williams and Richard Cookson 
Centre for Health Economics, University of York, York YO10 5DD 
England 
 

 
Abstract 
 
Equity in health has to be distinguished from equity in access to health care, or equity in the distribution of 
health care resources. We take as a working definition of health for our purposes the number of quality adjusted 
life years that a person may expect to enjoy over his or her lifetime. Although we mostly follow the economists' 
custom of regarding equity as synonymous with reducing inequalities in health, we also consider the much richer 
variety of concepts employed by philosophers when discussing distributive justice. Here however we have 
distinguished notions of justice which are essentially procedural from those which are substantive, concentrating 
mainly on the latter. What we have sought to do is to identify the implications of various philosophical theories 
of justice for the way in which a welfare economist might appraise a particular distribution of health within a 
community. To do this we distinguish theories which place constraints on admissible outcomes (the health 
opportunity set), from theories which require the social welfare function (or maximand) to have particular 
properties. This classification is summarised in the Table 1, which is the key exhibit around which the analysis 
and exposition is organised. 
 
1. Scene-setting 
 
In this Chapter our concern is health, and not health care. We view health care as one of many possible 
determinants of health and not necessarily the pre-eminent one. We therefore regard equity in access to health 
care, or in the distribution of health care resources, as an instrumental matter, flowing from a more fundamental 
concern with the distribution of health itself. We shall assume for the time being that health can be measured 
unproblematically, and that the unit in which it is measured is the quality-adjusted life year or QALY1. We shall 
restrict our attention to various ways in which an equitable distribution of health within a population might be 
defined in an operational manner that enables economists to carry out empirical work evaluating possible ways 
in which it might be brought about. We will assume that in order to achieve a more equitable distribution of 
health in a population it will generally be necessary to reduce the overall level of health in that population (in 
other words, we assume that an efficiency sacrifice will usually be required to achieve equity)2. We will not be 
concerned with equity in the financing of health care (or in the financing of any other public policy designed to 
bring about a more equitable distribution of health)3. Nor will we be concerned here with the use of financial 
mechanisms explicitly to promote equity in health, important though these may be as instruments as policy. Our 
purpose is rather to clarify the equity objective itself. For convenience we will assume that the resources the 
community wishes to be used for the pursuit of health have been set aside in an equitable manner, and our task is 
to ensure that there are clear criteria for determining how best to use them in pursuit of an equitable distribution 
of health within that community4. The term "community" is used to encompass all those to whom the social 
decision-makers are responsible. 
 
In economics the term "equity" is usually taken to refer to fairness in the distribution of a good (in this case 
"health"), and "fairness" is taken almost unthinkingly to mean reducing inequalities. In philosophical writings 
equity concerns would more likely be broader than this, and called concerns about "distributive justice". 
Concerns about distributive justice often become intertwined with concerns about procedural justice, a matter 
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which we shall examine more closely shortly5. Philosophical writings tend to focus on what is fair as between 
individuals with known characteristics. Economists, on the other hand, tend to focus on what is fair as between 
groups of individuals distinguished only by some common characteristics, accepting that the other characteristics 
of each individual will be ignored even though they may differ widely. This calls for the exercise of moral 
sensitivity about "statistical lives" rather than about the lives of named individuals whom we can see and touch 
and talk to. For many people this notion of "statistical compassion" seems to create both intellectual and 
psychological difficulties. It is as if personal empathy with one or two individuals is possible but, paradoxically, 
if many individuals are involved this capacity to empathise diminishes. This difference between focusing on 
groups and focusing on individuals also distinguishes economists (and managers) from clinicians and others 
dealing with people at an individual level. The latter often claim that they are under an ethical duty to do 
everything possible for the person in front of them no matter what the consequences might be for everybody else. 
If this assertion is taken at its face value, it would imply that clinicians should ignore their responsibilities for the 
welfare of their other patients except when that patient is in front of them. It seems most unlikely that any 
clinician would actually behave in that way, so perhaps the statement should not be taken at its face value, but 
regarded instead as part of the rhetoric of medical practice, designed to bolster the doctor-patient relationship. 
But whatever may be the role of such statements, it is clear that in a public policy context, where distributive 
justice is an explicit objective, it is clearly not ethical for a clinician to ignore the consequences of his or her 
actions concerning the treatment of one patient for the health of other patients for whom the system is also 
responsible. 
 
The exposition which follows is written primarily for economists with little or no familiarity with the relevant 
philosophical literature. In order to make this literature more readily accessible, we have selected the main points 
made by each of the cited authors and, in the interests of clarity we have stripped away the many qualifications 
and elaborations that are contained in the original works. These original sources need to be consulted carefully 
before claiming a proper appreciation of an author's position. We have also judged it not to be necessary to 
present detailed practical examples to illustrate each case (which is a common mode of exposition in medical 
ethics), but have contented ourselves with indicating the kinds of issue addressed by each philosophical theory, 
leaving the reader to think through the practical implications for particular cases. What we are attempting here is 
the brutal task of forcing high-minded philosophical theories about distributive justice into the procrustean bed 
of welfare economics! That painful process will commence with a brief explanation of how we propose to 
delineate the economist's conventional conceptual framework for that purpose. 
 

 
1See Dolan (2000) for a general discussion of measurement and valuation issues. We shall return to some of 
them later in the specific context of equity weights. 
2If this is not the case, the simultaneous pursuit of efficiency and equity is made that much simpler. 
3This is taken up in Wagstaff and van Doorslaer (2000). 
4It is possible that the social decision-makers will need to take a broader view of equity when deciding on how 
much of the community's resources to set aside for health than they need to take into account when focusing on 
how best to use those resources for health itself (and only for health). 
5From the standpoint of procedural justice, a distribution of health within a community would be said to be just if 
it were the result of processes that were just. It would be the processes that would be the object of attention, and 
not the substantive outcome. The position taken here is that it is the outcome that is the focus of attention, and 
that the processes are instrumental. 
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Annex 11 Balancing solidarity and competition according to WHO 
 
 
 
A core concern in countries engaged in transforming their funding system is balancing the principle of 
solidarity with pressures to establish competition among insurers. Solidarity has become synonymous 
with “risk pooling”, referring to all arrangements in which health care costs are not financed 
individually, and in which people who remain healthy through a given period financially support those 
who become sick and use health care services. The term “solidarity” is also reserved in Europe for 
health care systems designed to reduce health-related inequalities. According to this principle 
individual financial contributions are, at a minimum, not dependent on the individual’s health status – 
instead they are related to his or her ability to pay. However, services are not delivered according to 
ability to pay but according to need. As a consequence, a health care system is judged to achieve 
solidarity if it realizes a more equitable distribution between age groups, between income classes, 
between single people and families, and between good and bad health risks, than would be the case in 
the (fictive) situation of an unregulated private health care market. 
 
Whether a society can base health care funding on competing insurers and, at the same time, maintain 
a high level of social solidarity is a challenging conundrum. In many countries, private health 
insurance schemes are operated in a manner that corrodes social solidarity. This is because the basis of 
payment by individual families to the health insurance company usually takes the form of risk adjusted 
premiums that reflect the health status of each individual. The opposite extreme is funding through one 
or other form of general taxation and solidarity, understood as risk pooling, is in general achieved 
through such a system. The amount of redistribution within such a system depends to a large degree on 
the progressiveness of the tax system. There is, however, no market competition over health care 
financing in such an arrangement, although there is political–budgetary competition between health 
and other areas of government expenditure that may have implications for solidarity. Moreover, 
solidarity will be affected by the level of private health care financing operating parallel to, and 
sometimes mixed with, public financing. 
 
Social insurance usually involves government mandating purpose-specific taxes on employers and 
employees, as well as on the self-employed, pensioners and sometimes even the unemployed. 
Sometimes a specific proportion of social insurance taxes are designated for health, or there is a 
specific earmarking for health. Unfortunately, however, social insurance systems do not usually 
contribute to solidarity in financial terms. Most social insurance systems finance health care in a 
regressive fashion. This is due to the fact that contribution rates are usually a flat percentage of salaries 
or income, and there is often a ceiling on the amounts subject to tax. In such a situation those earning 
above the ceiling, for example, are paying an increasingly lower proportion of their income for social 
insurance and health care. Solidarity is also affected by rules governing who is included in or excluded 
from social insurance, or who may opt out of it. If those with high incomes are not included (or may 
opt out) they do not contribute to the system’s funding and make it more regressive. 
 
If there is only one social insurance agency providing health care services, there is no competition. 
Competition is also absent if there are several such agencies but no right of choice among them. 
Competition can be combined with social insurance schemes to the extent the insured may choose 
among those that have an interest in attracting members. As in systems relying on private health 
insurance, however, there will be a “natural” conflict between solidarity and competition, with social 
insurance schemes trying to compete for the good risks. Government regulation can try to set a 
framework for maintaining solidarity in such systems, and the extent to which solidarity will be eaten 
away by competition depends heavily on such regulation (but also on self-enforcement by statutory 
insurers and consumer education). 
 
In most western European health systems, direct payments by patients at the point of service make up 
a limited portion of overall health care financing. In terms of solidarity, such payments represent the 
most regressive form of payment for health care, since they constitute a greater share of income for the 
poor (who are also higher consumers of medical care). 
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As already noted, a central trend in the reforms in the CEE and CIS countries has been a shift away 
from financing health care through general taxation towards a significant reliance on national health 
insurance funded through payroll taxation. While this trend is an expression of the countries’ will to 
decentralize and liberalize their health care systems, the impact on solidarity is ambiguous, since the 
shift in the source of financing is likely to be regressive. All CEE countries that have introduced 
national health insurance also continue to rely in considerable part on general budgetary revenue. In 
the CIS countries, budgetary revenues still provide the majority of health care funds. 
 
There is, in addition, a growing informal sector. Since services in this sector are provided only for 
those who can afford it, ability to pay plays a more important role in health care than before. 
Therefore, although most CEE countries continue to offer a more or less comprehensive package of 
benefits through their publicly run health care systems, overall solidarity in health financing has been 
reduced. Additional problems created by the informal sector involve loss of control over total 
expenditure, as well as leakage of earnings by health professionals from the income tax system. 
 
Although most western European health care systems still achieve a certain level of solidarity, the idea 
of a health care system based on solidarity evokes increasing scepticism. Although conditions and 
discussions vary in different countries, the basic reasons for this scepticism are similar. Rising health 
care costs conflict with financial pressures on governments not to increase taxes or social insurance 
premiums in a globally competitive environment. A strengthened libertarian and/or neoclassical 
philosophy argues that health should be much more a private good than a public interest. Rising health 
care costs are increasingly seen as a result of the collective, public organization of health systems – 
“moral hazard” and “supplierinduced demand” being prominent issues. Moreover, the shift in the age 
structure is expected to lead to an increase in per capita health care costs. 
 
Nevertheless, European governments have been very cautious about introducing financial reforms that 
would directly damage solidarity. The eight-year history of health reform in the Netherlands reflects 
the trepidation of successive Dutch governments to embrace competitive financing if it would 
compromise solidarity. This tension can also be seen in the 1995 Health Insurance Law in Israel, and 
in reforms now under way in the German sick fund system. 
 
Competition between health insurers (regardless of whether they are private or public) tends to erode 
solidarity in health care financing, since health insurers seek to select good risks. As a consequence, 
health politicians have had to seek innovative solutions to this problem. One common solution has 
been mandatory open enrollment. Another, closely linked to financing, has been the introduction of 
either individual or collective risk-adjustment schemes that redistribute the health insurance system’s 
revenue among competing health insurers. 
 
Maintaining solidarity in health care financing while introducing competition among insurers is an 
ambitious and difficult undertaking. Owing to the dynamic forces of competitive markets, 
implementing competition without damaging solidarity cannot be achieved solely through 
deregulation. The “safety-net” for solidarity has to be designed very carefully, and such an 
undertaking requires experienced supervision of health care markets. Moreover, several crucial 
questions have not yet been answered. Whether competition among insurers really leads to more 
efficient and more effective health care has yet to be demonstrated, as does the question of whether 
recently introduced mechanisms to combine solidarity with competition can succeed. 
 
[WHO EURO 1996] 
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Annex 12  Appropriate role for cost sharing and user fees 
 
 
 
Cost sharing in Europe 
 
Cost sharing refers to any direct payment made by users of health services to the providers of those 
services. Economists are divided as to whether cost sharing can be an effective tool for improving 
efficiency and containing costs. There is, however, more general agreement that, unless accompanied 
by compensating measures for people on low incomes, cost sharing will be inequitable in terms of 
both the financing and the receipt of care. In countries that do not have a functioning universal health 
care system, the rationale for cost sharing may be less one of managing demand than of raising 
revenue for the purpose of sustaining services. For some of these countries, this may also reflect a 
history of informal payments (“grey market”) for services and supplies. 
 
Some researchers and policy analysts have argued that there is an inherent conflict in the use of a tool 
that raises revenues as a means of containing costs. This argument, put forcefully by Canadian health 
economists, rejects the use of cost sharing as a cost-containment measure. On the assumption that 
supplier-induced demand exists and that expenditures (of insurers and patients) are always equal to 
revenues (of providers), they assert that imposing or increasing cost sharing will not reduce costs but 
simply cause them to be shifted from those paying premiums (including taxpayers in a tax-based 
financing system) to those unfortunate enough to fall sick and require medical care. Further, these 
economists argue that in systems in which providers are reimbursed on a per-episode basis, providers 
respond to any generalized reduction in consumer-driven demand by increasing the volume and/or 
intensity of services, in order to maintain their income levels. From this perspective, if it is true that 
provider-driven utilization is a major cause of high health costs, then incentives and/or regulations 
affecting the supply side of the market are likely to be more effective in containing costs. These 
economists reason, moreover, that systems based on per-case reimbursement will always generate 
provider-led cost increases. They also note that cost sharing increases health sector costs by increasing 
the complexity of administering the financing system. Cost sharing raises obvious concerns about 
equity with regard to both the financing and the receipt of care. It can cause inequity in financing 
because of the potential for the burden of cost sharing to fall on households with low incomes. It can 
cause inequity in the consumption of health care services by reducing access for the elderly, children 
and the chronically ill. This reflects the economic reality that price is more of a deterrent to the use of 
services when it consumes a greater percentage of a household’s available funds. Reductions in 
utilization or delays in seeking treatment can lead to lower health status to the extent that use of health 
services would have had beneficial health effects. Broadly-based exemptions from co-payment can 
alleviate much of this problem, but they do so by substantially reducing the amount of revenue raised. 
 
The countries of the European Region employ a variety of approaches to cost sharing. The context for 
cost sharing, the objectives of these policies, and the way cost sharing is implemented in practice tend 
to differ in Western Europe compared to the formerly socialist CEE and CIS countries. 
 
Most western European countries place little emphasis on cost sharing as a tool for either raising 
revenue or containing costs for physician and hospital services. On the other hand, cost sharing for 
pharmaceuticals is widespread. Although the objectives of such policies are rarely stated explicitly, 
their main purpose appears to be to shift part of the cost of drugs to the user. About half of western 
European countries use some form of cost sharing for first contact care, and about half also apply cost 
sharing to inpatient and specialty outpatient care. In most countries the patient’s co-payment tends to 
be nominal and is often accompanied by comprehensive exemption systems. Only a few countries rely 
on cost sharing as a significant source of health sector revenue. In these countries most patients 
typically purchase supplementary private insurance to defray out-of-pocket expenditure. In France, 
despite reliance on the ticket modérateur, 80% of their copayments are reimbursed to patients by 
private insurers. 
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The most common forms of direct cost-sharing are co-payments and co-insurance; only in Switzerland 
is much use made of deductibles. Virtually all countries in western Europe use some form of out-of-
pocket maximum to limit the liability of individuals or households for medical care costs, and none 
employs service or benefit maximums. Hence, income protection is a strong feature of these systems. 
Raising revenue has been a principal concern of cost-sharing policies in most CEE and CIS countries. 
The falling levels of employment in most of these countries in recent years have reduced the scope for 
mandatory contributions to social insurance, since this is usually financed by the contributions of 
employers and employees. Similarly, there are limits to the amount of revenue that can be generated 
through general taxation. Thus many (though not all) of these countries are charging patients directly, 
primarily as a means of providing additional resources to sustain the health services. At the same time, 
the available evidence suggests that providers are increasingly reliant on informal “side payments” 
from patients. 
 
Taking both theory and practice together, it appears that cost sharing does not provide a very powerful 
policy tool for improving efficiency or containing health sector costs. Given the reliance of patients on 
the providers for information that affects their demand for certain services, the theoretical basis for 
using cost sharing to reduce demand for services that are largely determined by the provider (such as 
referral services) is weak. Cost sharing may reduce the utilization of services initiated by the patient, 
but such reductions are not very effective for cost containment. This is because one of the main drivers 
of health care costs is service intensity, which is a provider rather than a demand driven characteristic. 
 
[WHO EURO 1996] 
 
 
 
 
User fees in Indonesia 
 

 
 
[WHO 1999] 
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Annex 13 The effectiveness of health services for health 
according to Navarro 

 
 
Effectiveness of health-care systems  
 
In the WHO's conceptualisation of medical-care effectiveness, the report uncritically reproduces a 
major assumption in medical-care cultures that medicine is very effective in reducing mortality and 
morbidity. I find it astonishing that a prominent public-health agency could state:  
 
"The differing degrees of efficiency with which health systems organize and finance themselves, and 
react to the needs of their populations explain much of the widening gap in death rates between the 
rich and poor, in countries and between countries, around the world".  
 
No evidence is given for such a statement. Actually, published literature shows that much of the 
widening gap in mortality rates within and among countries is primarily related to the growing 
differentials in wealth and income.3  
 
"Health systems have played a part in the dramatic rise in life expectancy that occurred during the XX 
century".  
 
Here again, no scientific data are given to support such a statement. Actually, the evidence shows that 
the most dramatic declines in mortality and increases in life expectancy occurred during the 20th 
century before medical care proved effective. Indeed, most dramatic changes in mortality during the 
century were the result of social and economic interventions.4.5  
 
"If Sweden enjoys better health than Uganda--life expectancy is almost exactly twice as long--it is in 
large part because it spends exactly 35 times as much per capita in its health systems".  
Again, no evidence is given for this statement. All the scientific data show there is no link between the 
level of expenditures in health-care systems and level of mortality. There is evidence, however, for a 
link between political interventions, wealth and income distribution, and mortality indicators.6  
 
This enormous faith in the effectiveness of medical care reaches extreme proportions when the WHO 
report indicates that with "an investment in health care of $12 per person, one third of the disease 
burden in the world in 1990 would have been averted". Thus, the report gives the impression that the 
major problems of mortality and morbidity are a consequence of the limited resources of health-care 
systems. Give more money to a health system and more lives will be saved. The report even quantifies 
how many lives could be saved per dollar invested. Very neat, but profoundly wrong. Nowhere does 
the WHO report present any scientific evidence to support these wild assertions. Again, most available 
data show that other factors are far more important in explaining a country's level of health and 
mortality than are its medical services. Any student of public health knows that medicine is not as 
effective in reducing mortality and morbidity as the medical establishment believes. Indeed, there is 
extensive literature on the social, cultural, economic, and political causes of health and disease. That 
medical care is less effective in reducing mortality than the WHO report assumes does not mean, of 
course, that medicine is not useful in taking care of patients' medical conditions and improving their 
quality of life. But it is wrong to explain a country's level of mortality by its medical services. Not 
even public-health interventions (such as immunising against childhood diseases), which have been far 
more effective in reducing mortality than have medical-care interventions, can be considered the main 
reasons for the mortality decline in the 20th century. Social, economic, and political interventions are 
the primary reasons for this decline.  
 
This mistaken assumption--overestimating the effectiveness of medical and health care--explains why 
some countries, such as the Mediterranean countries, Spain, Italy, Portugal, and Greece, which 
traditionally have good health indicators with long life expectancies, earn high marks in the WHO's 
classification of effectiveness. The report erroneously attributes the low mortality in these countries to 
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the effectiveness of their medical care. Actually, these various Mediterranean countries have different 
types of health services, but all share the characteristic that public expenditures in the health-care 
system as a percentage of gross national product are among the lowest in the EU. Table 2 (basic 
indicators for all member states) of the WHO report shows these are among the countries with the 
lowest probability of dying (per 1000) for children under 5 years and for adults between 15 and 59 
years, and with the longest life expectancy in the world. None of them have large health-system 
expenditures. Their types of funding and organisation are extremely varied--with the common 
denominator, however, of the populations' high level of dissatisfaction with their health systems. 
Actually, the WHO report lists these health systems as among the least responsive (to users) of all 
European systems. In the ranking for responsiveness, Spain is listed 34th, Greece 36th, Portugal 38th, 
and Italy 23rd, all of them among the least responsive in the EU. It would seem then, according to the 
authors of the WHO report, that the effectiveness of health-care systems in reducing mortality 
outweighs their limited responsiveness. They are thus considered user-unfriendly but very effective 
nevertheless. It is highly questionable, however, whether the good mortality indicators of these 
countries are the results of health-care system interventions. 
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Annex 14   The importance of health literacy 
 
 

 
 
[WHO 2000] 
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Annex 15  Human development balance sheet 2002 
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