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THE ROLE OF HEALTH IN
ENHANCI NG PRCDUCTI VE CAPACI TIES | N THE LDCs

| NTRCDUCTI ON

1. A health crisis afflicts the | east-devel oped countries
that is thwarting their prospects for economc growth and
human devel opnment. This paper describes the nature and
magni tude of the health crisis in LDCs and | ays out an agenda
for action.

2. It is nowclear that there are strategic interventions
which, if inplemented effectively, have the potential to
reduce suffering and pronote prosperity — contributing to a
nore secure world. However, it is equally evident that
success W Il require a sizeable increase in the international
response, and in the level of resources available to LDCs.

3. G obalization — as it affects the flow of products,
peopl e, services and information — nust be nade to work for
the poor. In this context, initiatives to address health

needs at country level needs to be linked wth enabling
actions globally, which, anong other things, can influence
the price of essential drugs and commodities, and ensure the
avai lability of new tools and technol ogies for the future.

4. If better health can fuel the engine of devel opnent,
what are the priorities for action by countries and the
i nternational community? What are nost effective prograns and
interventions to inprove health in LDCs? Wat is the scale
of resources needed in LDCs to inplenent such prograns
effectively? What is the right bal ance between health care
i nvestments and t hose in other areas such as nutrition, clean
wat er, sanitation, occupational safety and the environnent,
whi ch have a pay-off in public health? What nechanisns are
needed to transfer external resources in ways that ensure
speed, transparency and country ownership? Wat Kkind of
econom ¢ and policy environnent will maxim ze the potentia
returns available from investnent in health? \at
arrangenents are needed gl obally to support effective action
at country level?

5. These i ssues w || be di scussed at the special session at
the UN LDC- 111 neeting on Brussels on * Enhancing Productive
Capacities: The Role of Health.” This paper serves as

background to that discussion.
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THE ECONOM C RATI ONALE FOR HEALTH | NVESTMENT | N LDCS

6. Il health and poverty are closely linked with the
cause-and-effect running in both directions. That is, sick
people are nore likely to becone poor, while those who are
poor are nore vulnerable to disease and disability. The
reverse is also true; people in good health are better able
to learn, earn a living and be nore productive than those who
are sick.

7. The econorrimc evi dence which confirns this relationship
for individuals® is now joined by a grow ng body of data
whi ch support a simlar |ink between better heal th and hi gher
productivity at the macro-level of national econom es. For
exanpl e, health inprovenents may have accounted for_as much
as a third of the East Asian "“economc mracle” .EI Wi | e
previ ous research has shown a broad correlation between
average GDP and |ife expectancy, it is not necessarily true
that higher wealth leads to better health. WHO sponsored
research indicated that income growh was | ess inportant to
i nproved health outcones fromthe 1950s to the early 1990s
t han ot her factors, such as access to health technol ogy (WHO
Wrld Health Report, 1999).

8. By contrast, recent research shows that malaria slows
economc gromh in Africa by up to 1.3% each year; wth
mal ari a-free countries averaging three tines higher GDP per
person than those with nalaria, even after controlling for
gover nnment poli %ly geography and other factors affecting
econom ¢ growt h.® Conpoundi ng the problemis H V/ Al DS, which
di sables and kills nostly adults in the prinme of their lives
as workers and parents. The Wrld Bank has estinmated that
wi th an average HIV preval ence rate of 8.6%in 1999, Africa’s
i ncome per capita growth rate of 0.4%in the 1990-1997 peri od
was three tinmes less than it would have been otherw se -
about 1.1% per year. For countries with very high HV
preval ence rates, the econom c cost is even nore devastati ng.

“In the case of a typical sub-Saharan country with a
preval ence rate of 20% the rate of grow h of GDP woul d have
been 2.6 percentage points | ess each year.” 1

! Strauss and Thomas, 1998. “Health, Nutrition and Economic Development,” Journal of Economic Literature
Vol. 36: 776-817.

2 Bloom and Williamson, 1998. “Demographic Transitions and Economic Miracles in Emerging Asia,”,
World Bank Economic Review 12(3): 419-455.

¥ Gallup and Sachs, 2000. “The Economic Burden of Malaria,” Center for International Development,
Harvard University, CID Working Paper No. 52, July.

* Bonnel, R., 2000. “Economic Analysis of HIV/AIDS”, Background Paper for the Africa Development
Forum 2000, World Bank/UNAIDS, September.
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9. There are several pathways throug% whi ch good health
contributes to econom c devel opnent: a) Higher [|abour
productivity -- Healthier workers are physically and nental |y
nore productive, earn higher wages, and are mss fewer days
of work than those who are chronically ill. 1In addition, a
heal t hy wor kf orce creates i ncentives for foreign conpanies to
make long-terminvestnents; b) Hi gher rates of investnent
and savings -- People who live |onger are nore likely to put
away funds for retirenment, which in turn provides funds for
capi tal investnent. Aggregate savings increase as the share
of the population in their prime coincides with their peak
savings years (in the 40s); c¢) Higher educational attai nnment
-- Healthy children are better able to | earn and m ss fewer
days of school. As health inproves, parents invest nore in
educating their children; and d) Denographic changes --
| mprovenents in health lead to | ower rates of fertility and
nortality in the population. The |ag between declines in
nortality and fertility produces a *“baby-boom”, which can
contribute to economc growh if policies allow these extra
wor kers to be productively enpl oyed.

10. Better health alone is necessary but not sufficient to
produce high economc growh rates. Increasingly, it appears
that its inpact depends on the economc and political
environnment in which health inprovenents take place. To
illustrate the conplexities of the relationship between
health and economc growh, Amartya Sen cites two sets of
contrasts. Anong high economic growth countries, sone have
seen significantly inproved health status (e.g. South Korea
and Taiwan) while others have not (e.g. Brazil). Anong
countries that have had dramati c heal th gains, some have had
hi gh rates of economc growh (e.g. again, South Korea and
Tai wan) whil e othﬁés have not (e.g. Sri Lanka and the I ndian
State of Kerala). In other words, a country need not be
rich to be healthy, and countries can becone wealthier,
wi t hout parallel gains in health.

11. Inproving health and wealth at the sane pace requires a
m x of conplenentary econom c, social, and health policies.
As Sen noted, while there is an associ ati on between econom ¢
progress and gains in health, much depends on how the i ncone

generated by economc growh is wused, “in particular,
whether it is used to expand public services adequately and
to reduce the burden of poverty.” At the sanme tine, he

stresses that even in |owincome economes, major health
gai ns can be made by using avail abl e resources in productive
and efficient ways.

> Bloom and Canning, 2000, “The Health and Poverty of Nations: From Theory to Practice,” October.
% A. Sen, “Health in Development”, Keynote Address to the 52" World Health Assembly, May 1999.
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12. Further elucidating the causal relationships between
heal th and economc growth is the task of the WHO Conm ssi on
on Macroecononi cs and Health. An update fromthe work of the
Commi ssion wll be presented at the UN-LDC Il conference.

THE HEALTH CHALLENGE I N LDCs

13. The LDCs have nade sone progress on health status
i ndi cators over the | ast 40 years. Life expectancy increased
fromunder 40 years on average in the 1960s to over 50 years
in 1998. In addition, there has been a substantial reduction
in overall nortality anmong children under five years of age
in LDCs, froma 1960-64 average of 268 peﬁ 1000 live births
to an average of 160 per 1000 in 1995-99.

14. However, LDCs still have anong the | owest scores on nost
i ndi cators of human devel opnent, including those related to
heal t h. On average between 1995 and 1999, 16% of all
children born in LDCs do not reach their fifth birthday — a
rate nore than triple the devel oping country average of 5%
for that same period. Anong the 48 LDCs, only four are on
target to neet the International Devel opnment Goal of reducin
the 1990 level of infant nortality by two-thirds by 2015.
The average life expectancy in LDCs of 51 years conpares to
65 years dcn the developing countries and 78 in CECD
countries.

15. Preventing and treating communi cabl e di seases i s a high
priority for inproving the health of the poor and | essening
poor-rich health differences, according to a recent analysis
by the Wirld Bank of e burden of disease for the world's
poorest 20 percent. The study found that in 1990,
communi cabl e diseases as well as maternal and perinatal
conditions, accounted for 59% of all deaths and 64% of
di sability-adjusted |life years (DALYs) | ost anong the gl oba

" Ahmad, O, et. al., 2000. “The decline in child mortality: a reappraisal,” Bulletin of the World Health
Organization, 78(10):1175-1191.

8 Calculation by UNCTAD; see UNCTAD LDC 2000 Report, p. 16. In addition to the infant mortality goal,
the health-related International Development Goals include: 1) reducing the 1990 under-five child mortality
rate by two-thirds by 2015; 2) reducing the 1990 maternal mortality rate by three-quarters by 2015; 3)
attaining universal access to reproductive health services no later than 2015.

9 UNCTAD, Least Developed Countries 2000 Report.

1o Gwatkin, D. and M. Guillot, 2000. The Burden of Disease among the Global Poor, The World Bank.
Burden of disease is a summary measure of population ill-health that combines data on mortality and nonfatal
health outcomes. To calculate burden of disease among the global poor, the estimation used data from the
world’s countries or regions with the lowest income per capita, including India and China states or provinces.
While this does not correspond to the LDC population, it is a reasonable proxy for the health situation in the
poorest countries.
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poor, conpared with 34% of deaths and 44% of DALY |oss for
the gl obal popul ati on. D seases such as respiratory
i nfections, di arr heal di seases, maternity-related and
chi | dhood di seases were the | eadi ng causes of death and DALY
| oss anmong the global poorest. Unintentional injuries were
the third highest cause of DALY |oss anong the gl obal

poorest, about the sanme as that for the richest 20%gl obal ly.
Wth respect to gender differences, “comunicable diseases
account[ed] for a higher proportion of death and disability
anong poor women than anbng poor nen, even after materna

condittfps are renoved from consideration.” (enphasi s
added)

16. Al projections, includingthe Wrld Bank 1990 bur den of
di sease estimates and its projections to the year 2020 for
t he gl obal poor, have underestinmated the scal e and i npact of
the HHV/ AIDS pandem c. As of 2001, 36 mllion people were
living with HWAIDS, over 95% of them in devel oping
countries. AlDS has becone the | eadi ng cause of death in Sub-
Saharan Africa. In many LDCs, H VAIDS is destroying the
heal t h gai ns of the previous 50 years, leading to declines in
life expectancy in 11 LDCs during the 1990s, with “[t]he
Al DS epi dem an inportant contributory factor in these
reversal s. ” Wth the exception of Uganda anong LDCs, adult
H V preval ence has increased since 1990, and in sonme of the
nost affected countries, adult nortality rates have doubl ed.
The AIDS epidem c poses a threat not only to public health,
but to devel opnent itself, by robbing countries of people in
the prinme of their |ives, decimating the workforce, slashing
productivity, and depriving famlies of parents and
breadwi nners. A few LDCs — notably Senegal and Uganda - are
on target to achieve the International Conference on
Popul ati on and Devel opnent +5 goal of a 25%reduction in HV
i nfection rates anong 15-25 year olds by 2005. Mbost others
are far behind the rate of progress needed to reach this
goal .

17. Though it is adults that are nost affected by H V/ Al DS,
infants and children are increasingly at risk. According to
UNAI DS estimates, about 14 m|lion wonen of chil dbearing age
currently have HV infection or AIDS, increasing the risk of
children born with HV. In countries with very adult HV
preval ence (at |east 5%, direﬁﬁly-related under-5 child
nortality rates al so increased. The rapid rise in adult

! Gwatkin and Guillot, 2000, p. 10.

2 UNCTAD, Least Developed Countries 2000 Report.

3 Adetunji, J., 2000. “Trends in under-5 mortality rates and the HIV/AIDS epidemic,” Bulletin of the
World Health Organization 78(19):1200-1206.
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deaths from AIDS is |eaving a huge nunber of orphans — 12
mllion in Africa al one.

Weakened & Poorly Funded Health Systens

18. The trends in health status are, in part, related to
health spending in the LDCs. In the early 1980s, per capita
heal th expenditure in the LDCs was on average just over $11,
while for other developing countries the average was | ust
bel ow $100, and in high-income CECD countries, the average
per capita health expenditure was nore than $1700. Wile
bet ween 1990 and 1998 t he ot her devel opi ng countri es managed
to increase their per capita health expenditure to nearly
$180, the expenditure in African LDCs actually fell to just
over $8 per person. Asian LDCs (excl udi ng Af ghani stan), nost
of whom were anong the fastest growing LDCs, on the other
hand managed to i ncrease their per capita health expenditure
to just over $25, which is still[ﬁnly one seventh of the
ot her devel opi ng countri es aver age. Nat i onal heal th account
data recently collected by WHO for nearly all of its Menber
States, showed that in 1997, LDCs spent $55 per capita (in
international dollars; $40 at official exchange rates), but
just $33 in public expenditure in international dollars.
Si xteen L spent $15 or less per capita in public
expendi t ure.

19. In many LDCs, health systens are very weak. Their
di sease surveillance and reporting systens are barely
functional making it difficult toidentify, nmuch | ess respond
to, the nost urgent health needs. They cannot provide
uni versal access to even the nost basic health services, as
facilities are poorly staffed, inadequately supplied, and
| acking in basic infrastructure. Efforts to nobilize the
resources of non-profit private sector providers to conbat
priority health problenms are under-devel oped. VWHO s
assessnment of country health system performance found that
only 5 LDCs ranked anmong the top 100 countries in achieving
health system goals related to |[evel of heal t h,
responsi veness to populihion expectations, and fairness in
financial contributions.

14 UNCTAD, Least Developed Countries Report 2000, based on calculations from World Bank, World
Development Indicators, 2000.

> World Health Organization, World Health Report 2000, Health Systems: Improving Performance,
National Health Account Indicators (Annex Table 8)

16 World Health Organization, World Health Report 2000, Health Systems: Improving Performance,
Health system attainment and performance in all Member States, estimates for 1997, (Annex Table 1)
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20. Those countries with high rates of H V/ Al DS preval ence
(i.e. above 10% have experienced trenendous stress on their
health care systens, outstripping their capacity to respond.
In many of these countries, health infrastructure was
al ready inadequate but H V/AIDS nakes the fact even nore
pai nfully obvious. At the sane tine, health staff in many of
these countries are infected by the epidemc, threatening or
removing the people nost needed to conbat the disease.
Ef fecti ve human resource policies to cope with the epidemc
have yet to emerge.
21. Two other key indicators of health systens performnce
tell a simlar story. Children’ s immnization status has
inmproved in virtually all countries over the | ast decade due
to concerted public vaccination canpaigns. dobally, the
percent of children i mmuni zed agai nst neasles rose from53%
in 1987 to 82% in 1997. The LDCs as a group have achieved
nmeasl es i muni zation rates anong children that are al nost 50%
nore children in 1997 than they were in 1987, with at | east
si X now having rates that are greater than 90% But 10 LDCs
actually had declining rates of neasl es i nmuni zati on anpongst
children, and overall, the 1997 rate of 66%is far bel owthe
rate of 87% for other developing countries. Wth regard to
access to essential nedicines, only 6 LDCs (129 have nore
than 80% of their popul ation having adequate access, while
nearly half of all developing countries have attained or
exceeded this |evel.
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VWHAT WORKS TO | MPROVE AND PROTECT HEALTH I N DEVELOPI NG
COUNTRI ES

22. Despite the considerable health problens facing LDCs,
much i s known about what is needed to inprove the health of
poor people. An imedi ate priority is to focus on preventing
and treating the major conmunicabl e di seases in LDCs, which
will save the nost lives in the short-term and contribute
the nost to productivity inthe long-run. Delivering critica
i nterventions for these di seases depends on wel | -functi oni ng
heal th systens. D sease control canpai gns showthe i nportance
of better water, sanitation, and education, as critical
conpl ements to advances in health technol ogy and services.
And the associ ati on between hi gher incone and better health
i ndi cates that econom c policies that ensure the benefits of
econonic growth reach the poor are necessary.

23. This report distils the evidence about what works to
i mprove health in LDCs. To reduce deaths and disability from
the maj or di seases affecting the poor -- malaria, H V/ AIDS,
TB, chil dhood di seases, and nat ernal and perinatal conditions
— requires consensus on a framework for action based on four
key principl es:

= the need for better |inks between global enabling
actions and country policies;
= political |eadership at all I|evels;

= policy coherence across sectors, both nationally and
internationally; and

= a clear focus on what works, adapted to people of
di fferent ages, genders, cultural norns, and carefully
sequenced

24. Better and faster progress is possible if these
principles are adopted and focused on a set of closely
orchestrated acti ons by LDC governnents and t he i nternati onal
communi ty. The actions fall into seven nmjor categories,
shown in the matri x on next page, which together constitute a
framework for action

25. Inplenenting this framework for action in the LDCs
requires clear recognition of the significant political,
econom c, institutional, and human resource chall enges and
constraints in these countries. The remai nder of this paper
therefore focuses on the key inplenmentation issues and
guestions facing both sets of actors.

= First, it discusses elements of the franework for action
within the health sector, or those requiring close
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coordi nati on bet ween heal th sectors and fi nance, pl anni ng,
and ot her governnent authorities.

= Second, it discusses elenments of the franework for action
beyond the health sector, where governnment authorities in
ot her key sectors have prinme responsibility.

Questions for possible discussion at the UN-LDC Il speci al
themati c session on health are highlighted.

10
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PROVOTI NG HEALTH I N LDCs — A FRAMEWORK FOR ACTI ON

Acti on G obal Enabling Action bﬁj t he Nat i onal Policies and Prograns
Conponent I nternational Conmunity by LDC Governnents
1. Mobilize Rai se additional funds from Review priorities in nedi um
addi ti onal exi sting donors; conplenented by term budget and expenditure
resour ces gl obal trust fund(s) — to provide | franeworks and increase health
for health a political focus for fund budget to maxi num extent
priorities raising and to attract new possi ble; utilize savings from
fundi ng partners. debt relief for health
i nvestnent and seek efficiency
savi ngs.
2. Mechani sns for transferring noney | Mechani sms for managi ng
Channel | i ng to LDCs characterized by speed of | additional funds within
and nmanagi ng | action, transparent and fair countries based on strong
funds allocation criteria and national financial management
efficiently procedures, |ow transaction systens; pronopte integration
and costs, and deci sion- neking at wi th devel opnent processes

equi tably country level. Use existing such as PRSPs; and enabl e
channel s where they work well. public, private, and voluntary
organi zations to access
resour ces.
3. d obal Strategi ¢ partnershi ps between Participate in priority
Public Goods | public and private entities to setting, the production and
(i) provide incentives for di stribution of global public
research and devel opnent for new goods for health.
drugs and vaccines, (ii) reduce
the price of key medicines, (iii)
purchase and distribute key
commodities, (iv) conpile and
di ssem nate key evi dence and
information, (v) increase
technol ogy transfer and technical
assi st ance.
4. Investent in, and coordi nated St rengt hen gover nnent
Devel opi ng donor support for, health systens | stewardship; coordinate
effective devel opnment |inked to better efforts across public,
heal th out cones; tools and nethods for private, traditional and
syst ens assessi ng perfornmance; pronoting voluntary providers; |ink

consensus on standards and
strategi es; sharing experience
and best practice

funding to performance;
conmunity participation;
solidarity in financing rather
than user fees; increased
attention to human and
institutional capacity

bui | di ng.

5. Measuring

I ndependent and aut horitative

Strengthen | ocal capacity to

Progress mechani sns for reviewi ng progress | collect data on agreed
agai nst agreed targets indicators; use results to
nmodi fy and i nmprove prograns;
share | essons in global &
regi onal fora.
6. Advocacy G obal and regional advocacy and Nati onal and | ocal advocacy
and soci al publ i ¢ awar eness canpai gns to and public awareness canpai gns

nobi | i zati on

create and naintain political
support anong donors.

to create and nmintain
political support at country

o This framework was developed by WHO and improved by inputs from participants in the UN-LDC I,

Preparatory Meeting on Health, Ottawa, Canada 28-29 March 2001, co-sponsored by the Canadian International
Development Agency and the Malawi Ministry of Health.
18 International actors include multilateral agencies, bilateral donors, and private contributors

11
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| evel .

7. Policy Pronote coherence in

coherence i nternational devel opnent
across policies and nultilateral rules
sectors and treaties in the areas of

trade and investnent, econonic
devel opnent, environnent,
intellectual property protection
and | abour policies — across UN
agenci es and within OECD

countri es.

Wthin the context of PRSPs
pronote conpl enmentary policies
and investments in key health-
rel ated sectors, e.g.
education; food security and
safety; safe water and
sanitation; clean household
energy sources; taxes, trade
and i nvestment policy; and
mcro-credit.

12
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Franework for Action — The Agenda Wthin the Health Sector

26. Wrsening AIDS, TB and nularia epidemcs are not
i nevi tabl e, shown by many successful strategi es deployed in
devel oping countries to reduce the incidence of these
di seases, and preve%b t he deaths they cause. A recent report
by six UN agencies—, describes health prograns that are
effective in conbating AlDS, tubercul osis, malaria, chil dhood
di seases and maternal and perinatal conditions, even in
resour ce- poor settings.

27. Several LDCs are noteworthy for their success in
i npl enenting effective health prograns. Uganda has
significantly lowered its high HYV infection rates as a
result of a broad-based national effort, involving safe sex
education progranms in schools and on the radio, increased
condom use through subsidized prices or free distribution,
and sane-day voluntary counselling and testing services. In
the Tigray region of Ethiopia, over half amllion people are
treated for malaria each year by a network of vol unteer
health workers. And a program that teaches nothers how to
di agnose and treat nalaria in the hone led to a 40%reducti on
in overall death rates anong children under age five. In
Mal awi , governnment comm t nent has hel ped to i ncrease neasl es
i mruni zati on coverage from 50% in 1980 to al nost 90% now,
dramatically reduci ng neasl es cases and deat hs.

28. The UN report identifies six inportant characteristics
of programres that have succeeded to control diseases of
poverty:

e political commtnent at the highest level is key to
achi eving results and sustaini ng programes;

» successful disease and nortality prevention has often
i nvolved new ways of working, e.g., entering into
partnerships with the private sector, non-governnental
or gani zati ons, and UN agenci es;

e innovation, born out of a pragmatic approach to
achieving results, has made all the difference in sone
countries;

* pronoting the home as the first hospital hel ps reduces
child deaths. In particular, the training and education
of nothers has been a key to success;

* widespread availability of supplies, nmedicines and ot her
| ow-cost tools at conmunity-level is essential;

e nmeasuring results is key to planning control neasures.

19 Health, a Key to Prosperity: Success Stories in Developing Countries, WHO, UNICEF, UNESCO,
UNAIDS, UNFPA and the World Bank, 2001.

13
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29. There remains, however, a massive gap between the
resour ces needed to hel p poor coommunities tackle the priority
heal t h probl ens, and the fundi ng and human capacity currently

available to them An additional $1 billion a year, well
spent, is needed to reach targets for rolling back malaria in
Africa. For TB, at least half a billion dollars per year is

needed i n hi gh burden countries. For H V/AIDS the gap i s even
| arger — probably in the order of $3 billion for stepping up
prevention, treatnent and support in Africa alone. Add in
anti-retrovirals and the costs rise even nore dramatically.
Early results from WHO s Comm ssion on Macroeconom cs and
Heal t h suggest that the total cost for scaling up critical
interventions is on the order of $10 billion per year. Most
of this noney nust conme through increased devel opnent
assi stance as well as debt relief. It nmust be new noney, not
taken fromthat being spent on other devel opment priorities.

30. Many LDCs have the potential to achieve good health
results, but cannot organi ze, deliver, or purchase critica

services due to weakened or non-functioning health care
systenms. All health systens share commobn goals: inproved
health, responsiveness to legitimte expectations of the
popul ation, and fair financial contributions. WHOs Wrld
Heal t h Report 2000, Health Systens: |nproving Perfornmance,

identifies four core functions needed to achi eve t hese goal s:

1) organi zing service delivery, 2) producing the right m x of
key health systeminputs and resources, 3) financing, and 4)
exercising strong stewardship -- governnments taking
responsibility for ensuring that all sectors, policies, and
public and private actors contribute to key health system
goals. Better performance of these four functions can make
substanti al gains towards the goals possible in countries at
all levels of devel opnent.

31l. Access to health care, especially for the poor, depends
onits affordability. One key reconmendati on fromthe report
is for countries to ensure access to care for the poor by
financing health care for as large a percentage of the
popul ati on as possi bl e t hrough prepaynents, rather than out-
of - pocket paynents at the tine of service delivery. 1In
countries w thout prepaynent financing for health expenses,
out - of - pocket paynments for health care consune a |arge
fraction of income and many famlies have to go into debt if
one of their famly nenbers beconmes seriously ill.
Prepaynent protects people fromfalling into poverty if they
are seriously injured or develop catastrophic illness.
Prepaynents cone in several forns — taxes, social security or
i nsurance premuns, or fees paid in advance. Most soci al

14
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health insurance prograns in |low and |ower mddle-incone
countries do not benefit the poor, and | owincone countries
often lack the capacity to adm nister insurance prograns.
Communi ty- based prepaynent schenes nay be viable in sone
cases, but in no country do they extend coverage nationally
and by requiring up-front paynents, do not reach the poorest
househol ds. Thus, tax-based health financing systens,
supported by external aid, appear to be both the nost
equitable and the nost feasible option in |owincone
countries.

32. Many of the health needs in LDCs can only be net at the
international |evel, through the provision of global public
goods. Among the nost critical global public goods for
health are the generation and di ssem nation of know edge of
epi dem ol ogi cal research and effective health systemreforns,
and transfer of newtechnologies. Indeed, it is in the arena
of technol ogi cal innovations where the gl obal divide between
rich and poor nations is becomng nost stark. LDCs are
technologically “ di sconnected” relative to the rest of the
world, not only in telecomunications, but also in new
nmedi cal technol ogi es. Research and devel opnment of new drugs,
vacci nes and other technologies are desperately needed to
prevent and control diseases that primarily affect LDCs. The
costs are beyond their neans, yet the benefits woul d accrue
globally. At present, very little of the estimted US$60
billion spent on pharmaceutical R & D is focused on health
probl enms that nost affect LDCs; greater investnent in the
di seases that nost affect LDCs is therefore critical.

| mpl enent ati on | ssues and Chal | enges Wt hin the Heal th Sect or

33. Donestic Financing for Health. Public sector
heal th expenditure in many LDCs is | ess than US$10 per year
per capita, making it difficult to afford even the relatively
nodest costs of drugs and supplies needed to scale up
effective interventions. Raising additional funds for public
sector health spending fromdonestic sources may be possi bl e
to the extent that econom c growh increases total GDP and
income per capita. But with current per capita incones
averaging US$300 in LDCs, the realistically achievable
financing for health in such countries, fromboth public and
private sources, is likely to be about 5% of average annual

20 pyplic goods are those that are not adequately provided by private market forces alone because the benefits
are available to everyone (no one can be excluded), diminishing the incentives for private actors to provide
them. Public goods become global in nature when the benefits flow to more than one group of countries, and
no country can be effectively denied access to those benefits.
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income, or just $15 per capita per year. Even then, a
package of essential health interventions is likely to cost
as nmuch as four tines that anmount, highlighting the gap
bet ween the health needs in LDCs and current resources.

= |n countries where health spending per capita is |less
than 5% of GDP, is this a realistic goal? Is the issue
i ncreasing overall health spending, or increasing the
public share of total health spending? If the latter,
what are the inplications for shifts in public budget
al l ocations away fromother sectors? Can ot her sectors’
contribution to health be better quantified?

= \What are the nacroeconom c inplications and practical
constraints to raising donestic revenues for health
from general taxes, earmarked taxes (e.g. social
security), and private spending (user fees or health
insurance)? Is it possible/realistic to expect LDCs to
rai se nore revenues for health fromgeneral or earmarked
taxes? Are tax reforminitiatives likely to hel p?

34. International Financing for Health. The internationa
donor conmunity currently gives around US$50 billion per year
in official devel opnent assistance (ODA), of which US$3.5 to
$4 billion (about 8% is for health, population and nutrition

activities. This represents a near-doubling of health’s share
of total devel opnent assistance from 1990 when it was 4%
I ncreases in the anount of funds for health, and its share in
total ODA, reflect growing international consensus on the
i nportance of health to devel opnent. However, LDCs’ share of
heal th ODA funds dropped slightly during the 1990s, from an
aver age of 40%of all health ODA funds between 1990 and 1992,
to 36% between 1996 and 1998. LDCs still receive three tines
nore aid to health per capita than the other country incone
groups on aver age.

» Despite the positive trends in health ODA relative to
total ODA, current ODA all ocations for health remain far
bel ow the estimated funding needs in LDCs. How shoul d
t he total funds needed for health be cal culated i n LDCs?

= How can the drop in LDCs’ share of total health ODA be
reversed? Sinply by increasing total ODA allocated to
health in LDCs? O, should funds be established to
support gl obal public goods for health, in which nost

21 WHO Commission on Macroeconomics and Health, Preliminary Findings, November 2000.
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funding goes to LDCs? What are the inplications for
ot her devel opi ng countries?

= \What can be done to i ncrease the anmbunt of health ODA to
LDCs in the formof grants (rather than | oans), so that
ODA does not underm ne efforts to relieve countries of

their debt burdens? (see next point)? WII a sudden
increase in ODA <create problens wth absorption
capacity?

35. Debt Relief and the Health Dividend. The huge debt
burden of nost LDCs constitutes a major barrier to greater
spendi ng i n a nunber of key sectors, including health. Many
LDCs have been deened eligible for greater debt relief from
the Wrld Bank and I M-, under revised HPC 2 criteria. To
qualify for debt relief, countries nust develop a |long-term
Poverty Reduction Strategy Paper (PRSP). Countries may submt
Interim PRSPs which, if approved, qualify the country for
i mredi ate debt-service reduction. To the extent that debt
relief proceeds free up governnent funds to be used for non-
debt paynent purposes, it creates the potential for
addi ti onal spending on the social sectors, including health.

" |s it reasonable to require HPCs to i nvest sone of the
proceeds from debt relief into the health sector, or
should they be free from such externally-inposed
conditions? Are specific “health conditionalities”
warranted to ensure that any health i nvestnents that are
made will be directed towards the poor?

= To the extent that the H PC/ PRSP process does not fully
address the debt crisis in developing countries, and
H V/ AIDS represents a economc and human crisis of
enor nous proportions, should the international community
consi der debt relief for health that goes beyond debt
relief as currently structured?

36. Aid Coordination. Problens with aid coordinationinthe
LDCs are | ong-standing, with both sides responsible for many
of the difficulties. To resolve these problens, several
countries and donors are experinenting wi th new approaches to
inprove aid coordination, for exanple through sector-w de
approaches (SWAps) that seek to rationalize donors’

contributions in support of nationally-developed and
gover nnment - owmned health policies and priorities. This process
is under way in many African LDCs and a few in Asia. In

addition, PRSPs offer a vehicle to bring together donors in
support of poverty reduction plans designed by countries
t hensel ves. Wil e nost countries are still in early stages of
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these processes, they hold promse for strengthening
governnments’ ability to oversee the entire health system(in
the case of health SWAps), for integrating health into
overal | devel opnent and poverty reduction plans (in the case
of PRSPs), and ensuring that donors’ contributions support
government priorities.

= Are sector-wi de planning approaches to health system
reform a significant inprovenent over other donor
coordination efforts? Wat incentives or tools can be
used to focus aid coordination on pro-poor health
i nprovenent? Do health-sector SWAps help or hinder
cross-sectoral poverty reduction efforts?

= To what extent has the PRSP preparation process, or that
of the UN Devel opnment Assi stance Franework, inproved aid
coordi nati on across sectors? Are PRSPs a useful vehicle
for integrating health sector reforns with devel opnent
pl ans in ot her sectors, in support of poverty reduction?
I s cross-sector poverty reduction planning of this sort
sustai nable in the | ong-run?

37. Resource Allocation Wthin the Health Sector. Wth | ow
| evel s of resources from both donestic and international
sources, it is incunmbent upon national governments to nake
the best use of they funds they have to achi eve the great est
heal t h gains. This requires cost-effective and nore equitable
distribution of funds to achieve a better balance between
primary and hospital care, between regions and districts
within the country on the basis of need, and anong health
care interventions that will lead to the greatest health and
productivity gains.

= What can be learned fromnational efforts to reall ocate
funds between districts within countries on the basis of
need, rather than population or historical patterns, to
inprove equity? Are such efforts conpatible wth
decentralization initiatives? Are there sone useful
nodel s for achi eving consensus anong key stakehol ders —
| ocal governnent, civil society, health practitioners —
on how to allocate health resources equitably and
efficiently?

38. Role of Private Expenditures & User Fees. Large out-of-
pocket health spending represents a disproportionate burden
for the poor and contributes to poverty in cases of

catastrophic illness. User fees or charges — both officia
and unofficial -- can deter the use of essential health
services especially by the poorest. In view of the large
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i nformal sectors in nost LDCs, which make it adm ni stratively
i nfeasible to collect health i nsurance prem umtaxes, fornal
heal t h i nsurance schenes are likely to benefit only the well -
of f. For these reasons, careful consideration nust be given
to the issue of user fees and private health i nsurance. User
fees were found to be the | east preferable anong all possible
fi nanci ng sources by the Addi s Ababa Consensus on Principl es
of Cost Sharing in Education and Health (UN Econom c
Comm ssion for Africa, 1997). The Consensus reconmended t hat
if user fees are used, exenptions, sliding fee scales, and
ot her nmeans of protecting the poor should be inplenented.

= As nost attenpts to exenpt the poor fromuser fees have
failed, are user charges still valid in LDCs? If so,
under what circunstances? What can be done to reduce the
practice of charging unofficial user fees ( “under-the-
table” paynments)? What can be learned fromefforts to
establ i sh communi ty-based prepaynent schenes for health
financi ng? Are such comrunity-based schenes a viable
bui I ding bl ock towards | arger health i nsurance pools in
LDCs?

39. Inproving Health Human Resources. In many LDCs, health
care workers’ salaries have been stagnant or declining for
many years, froman already | ow base. Thus, it is conmon for
health care workers to “supplenent ” their nmeagre wages with
unof ficial fees and charges that create problens in access to
care by the poor. To address this problem it is undoubtedly
necessary to increase official salaries. But questions have
been raised about whether that neans across-the-board
increases in salary scal es by civil service/public enpl oynment
authorities, or carefully structured plans to |ink higher
salaries with performance (i.e. higher quality of care) or
service in renote l|ocales. The latter requires close
coordi nati on between Mnistries of Civil Service and Heal t h,
and wth public [ abour unions. Meanwhile, challenges remain
inrecruiting and retaining qualified health personnel, who
are increasingly emgrating to countries where they can earn
nor e.
= \What can be | earned fromdevel opi ng countries that have
triedto link higher wages with i nproved perfornance, or
service in renote l|locations? Are there non-nonetary
i ncentives or rewards that have proven effective in the
rai sing the nunber or skills of health human resources
i n devel opi ng countries?

= As LDCs cannot offer sal aries conpetitive with those for

heal th professionals in nore devel oped countries, what
el se can be done to retain health professionals? Should
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LDCs seek commtnents from devel oped countries to
prevent health professionals, trained partly or wholly
at public expense, fromobtaining visas unl ess they have
conpl eted public service requirenments?

40. Geater Production and Equitable Distribution of d obal
Publ i c Goods for Health. Currently, there is vigorous debate
about the effectiveness of intellectual property protection
in stimulating research and devel opnent of new drugs and
vacci nes for diseases that primarily affect the poor. Somne
believe that such R & Dw Il be performed only if IP rights
are strongly protected, while others nmaintain that wthout
t he guarantee of substantial profits, R&Dw Il continue to
be concentrated in products for rich-country markets.

» |Is there a need for “push” incentives, such as
chal | enge funds or purchase guarantees to encourage
pharmaceutical R & D to increase efforts on diseases
primarily affecting the poor? If so, how shoul d t hey be
structured?

= What should the international community do to ensure
that resulting i nnovations are avail abl e and af f ordabl e
to LDCs? Shoul d LDCs create alliances with nul tinational
firms to increase technol ogy transfer?

= \What systens can be used to protect the rights of
hol ders  of traditional knowl edge and nedi ci nal
practi ces? How should the custodi ans of such know edge
be conpensated if it 1is adapted by industry for
comrerci al purposes?

Franewor k for Action — The Agenda Beyond the Health Sector

41. Even if universal access to health services were

possible, it would not be sufficient to elimnate the
di fferences in health between rich and poor. The reason is
that nmany of the determ nants of ill-health, and thus the

means for making significant inprovenents in the health of
the poor, depend on actions beyond the health sector. This
requires inproved access to safe and adequate food, clean
water, sanitation, and basic education. Qutside the
traditional domains of health care and public health, the
health of the poor can also be inproved by reducing their
exposure to violence and environnental hazards, and that
| essen the devastating inpacts of conflicts and natural
di sasters.
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42. Basic Infrastructure for Safe Water and Sanitation.

Despite progress over the |ast decade, 1.1 billion people
remain Wi thout access to safe water supply and 2.4 billion
wi t hout access to any sort of inproved sanitation facility.
Wth estimted gl obal popul ation growmh of over one billion

people in the next 15 years, pressure will only increase on
services that are already overwhel ned, especially in urban
ar eas. The current challenge in water supply is
straightforward in principle - to neet demand — but conpl ex
in practice, involving key governnent institutional inputs
and econom c¢ and financial incentives to encourage greater
investnment. In contrast, the construction and nmai nt enance of
sanitation facilities is often a nore community and
i ndi vidual affair, requiring education for behavi oural change
and comunity participation.

43. Food and agriculture policies. Food security and food
safety issues are nearly inseparable in LDCs. On the food
security side, malnutrition or under-nutrition affects an
estimated 235 mllion people, or 40% of all people in LDCs,
and accounts for as much as a third of the burden of disease
in Sub-Saharan Africa. Food represents on average 15% of
total nerchandise inports in LDCs. As nost LDCs’ econom es
are dependent on agriculture, food productionis critical for
donmestic consunption and for export expansion. On the food
safety side, assuring the safety of food is critical not only
to protect public health donestically, but also to neet
i nternational standards so that LDCs can take advantage of
export market openings. LDCs need to strengthen their food
safety control systens and capacities to: a) inplenent WO
SPS provisions to neet the demands of export trade, b)
conduct risk assessnents to identify and prioritize food
safety risks and opportunities, and c) devel op focused pl ans
that will reduce the biggest food safety risks, thereby
targeting limted resources to the donestic and export-
ori ented probl ens of greatest concern. At the sane tine, LDCs
need nore help to increase their participation and
ef fectiveness in international food safety organi zati ons, so
that their concerns are taken into account in setting
st andar ds.

44. Gender-Sensitive Poverty-Reduction Strategies and Basic
Education for Grls. Wnen are essential for ensuring the
food security, nutrition, and health of their famlies,
indicating the need for special efforts to target poverty
reduction strategies to wonen. Wthout strengthening
education for girls, and providing access to basic health,
education, (mcro)credit and | and ownership rights, famlies’
basi ¢ survival can be at risk In addition, concrete actionis
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needed to integrate health information and services wth
initiatives to increase access to basic education in LDCs,
especially for girls, to help reach the goals of the Wrld
Educati on Forumi s Dakar Franework for Action

45. Energy Policies and Prograns. The energy sector plays a

significant role in the health of the poor. Indoor air
pol lution, arising fromuse of wood, coal and crop residues
for cooking and heating fuel, 1is responsible for a

significant proportion of disease and disability in
devel oping countries. Resulting health problens, including
acute respiratory infections, burns, poisoning, and chronic
| ung di sease, primarily affect poor wonen and young chil dren.

Househol d energy projects conducted in the | ast decade have
tried to replace bio-nass with nore efficient fornms of fuel
and to i nprove cook stoves. These prograns have reduced bi o-
mass consunmed as fuel by 30 to 70% freeing up household
funds for other critical Efeds, whi | e reduci ng pol Il ution from
snoke em ssions by 40% Nat i onal clean household energy
prograns have been inplenented in several LDCs and are being
pronoted to reduce the health risks from environnental
pol | uti on.

46. Fiscal Policies. Through fiscal policies, Mnisters of
Finance can also make inportant contributions to health
i nprovenent in LDCs. For exanple, they can support mcro-
credit lending policies that acknow edge the inportance of
health i n repayi ng | oans. | n Burkina Faso, where diarrhoea is
a maj or cause of death, those seeking mcro-credit | oans nust
attend an education session on the inportance of persona
hygi ene, and in eastern and southern African, nany mcro-
| endi ng prograns pronote condomuse. To reduce the burden- of -
di sease due to tobacco consunption, finance authorities also
can increase the sales taxes on cigarettes. At the
i nternational |evel, Finance M nisters can |l end their support
for adoption of key elenents in the Franework Convention on
Tobacco Control involving elimnation of duty-free sal es of
t obacco products, to strengthen the hand of LDCs in reducing
demand for cigarettes.

47. Trade and Private Investnent Policies. Health-and-trade
i nkages in LDCs hold prom se for both econom c devel opnent
and i nproved health. To date, however, trade expansion has
tended to harm or insufficiently benefit, health or health
systens. For exanple, country efforts to nake use of public
heal t h protecti on safeguards in international trade rules on
intellectual property rights have been hindered by trade

22 GTZ, Household Energy Program, 1997.
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sanction threats and | awsuits by nul ti nati onal pharnaceuti cal
conpani es. Meanwhil e, sonme devel opi ng countries train health
professionals for “export” to generate remttances, but
this exacerbates health professional shortages in the
countries of origin. Many countries also seek to attract
private investnent, but the entry of foreign for-profit
private health providers and insurers can cause nore harm
than good if it siphons off professionals from the public
sector, or underm nes equity in health financing. Fi nance and
trade officials that advocate greater donestic or foreign
private investnment in health should be aware that health
mar kets operate differently from other markets. Strong
regul ation is needed to ensure that such investnents do not
underm ne efficiency, quality or equity goals for the health
system Trade and health officials nust work together to
desi gn national policies that take i nto account both econom c
devel opnent and heal t h needs.

48. Enpl oynment and Labour Policies. The capacity to work
depends on the health of workers. Yet, the ILOesti mates that
nore than 1.2 mllion people die fromwork-rel ated accidents
or di seases each year, with work-rel ated acci dents esti nmat ed
to be over 250 mllion each year. Wen fam |y breadw nners
experience episodes of ill-health, long-termdisability, or
death, the results can be disastrous, as the entire househol d
suffers due to the loss of income and the high cost of
medical care. Mintaining the health of workers is
increasingly seen as critical by enployers as an essenti al
busi ness i nvest nent. Governnents can assi st by pronoting safe
and heal thy work settings, for nen and wonen in both fornal
and i nformal sectors. This invol ves devel opnent, adopti on and
enforcenment of occupational health and safety standards in
line wth international |ILO standards. At the sane tine, the
I LO needs greater powers to enforce mnimm occupational
safety and health standards adopted by Menbers, to protect
wor kers fromexposure to workpl ace hazards and reduce deat hs
and disabilities from occupational injuries. For those who
fall ill or are injured at work, social security systens
should be put in place to tenporarily replace incone and
cover nedical costs. Comunity-based health and socia
services for sick workers would provide new sources of
enpl oynent, and ensure that workers need not take off work to
care for sick fam |y nenbers.

| mpl emrent ati on | ssues and Chal | enges Beyond t he Heal t h Sect or

49. Need for International Policy Coherence. While nuch of
t he policy coherence agenda i s focused at the national |evel,
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such efforts need support and reinforcenent at the
i nternational |evel. Several recent UN conferences, including
the MIllennium Summt and the Wrld Sunmt on Socia
Devel opnent +5, enphasized the need for greater policy
coherence between international policiesindifferent sectors
to achieve nore progress towards poverty reduction and the
I nternational Devel opnment Goal s.

= \What nechani sns can be used to exam ne the coherence
bet ween i nt ernati onal econom c or social policies and
public health objectives before their adopti on? Wul d
heal th i npact assessnents be useful ?

50. LDC Participation in International Organi zat i ons.
International policies in support of poverty reduction are
nost useful to LDCs if their concerns and needs are
adequately reflected. This requires LDCs to fully participate
in decision-making processes of maj or i nt er nati onal
organi zations. Yet, nost LDCs |ack the capacity to do this
due to limted nmeans or lack of technical know edge, or
insufficient political power to affect the outcone of policy
debates. Efforts are under way by several international
agencies to expand their technical assistance resources and
better target their technical assistance to the needs of
LDCs, but to date progress has been sl ow.

= \What changes — e.g. technical capacity building, form
institutional structures, or changes i n deci si on-nmaki ng
processes — could enhance the participation and
i nfl uence of LDCs in international negotiations?

51. Muiltilateral Trade Agreenents and Heal th. The i ncreasi ng
i nfluence of nultilateral trade rules on health in many areas
denonstrates the inportance of ensuring that public health
obj ectives are taken into account in both in national trade
policies and in nultilateral trade agreenents. At the gl oba
| evel , some have suggested that changes nmay be needed in the
WO Agreenent on Trade-Related Aspects of Intellectua
Property Rights (TRIPS) to ensure that devel oping countries
can nore easily nake use of l|legally avail able exceptions to
nmake patented |ife-saving drugs nore avail abl e or af fordabl e.
O hers stress the inportance of shielding devel oping
countries from wundue pressure to nake nmarket access
conmtnments in health services and insurance under the
General Agreenent on Trade in Services (GATS) that would
permt or expand the entry of foreign providers, if doing so
woul d underm ne national health equity efforts.
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How can LDCs ensure that national health and trade
policies are nutual |y supportive for econom c and soci al
devel opment ? How can LDCs use trade in health goods or
services for economc growm h, while ensuring it does not
weaken national health capacity or conprom se health
equity? What do LDCs need to be able to regulate and
manage foreign investnent in health services?

VWi ch provisions in existing WO agreenents on TRI PS or
GATS shoul d be changed or strengthened to ensure that
LDCs do not experience adverse effects on their health
systens? Should the public health safeguards in the
TRIPS Agreenent be nodified to ensure that LDCs can
i nport essential drugs at an affordable price? Are there
new provi sions that would protect LDCs frompotentially
adverse effects of liberalization in trade in health
services?
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