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INTRODUCTION

The fi rst “global” approach to health care was marked by the overwhelming 
vote of the World Health Organization’s (WHO) World Health Assembly 
to embrace the 1978 Alma-Ata Declaration and the objective of ensuring 
“Health for All” by 2000. Four key principles at the center of the Alma-Ata 
policies were simple and clear:

 1. Health, defi ned as “a state of complete physical, mental and social 
well-being, and not merely the absence of disease or infi rmity,” was 
proclaimed to be “a fundamental human right” rather than being 
regarded more narrowly from a less effective curative focus or “medi-
cal model.”

 2. Universalism refl ected the drive to include the whole population of 
every country within a protective network of health care and health 
services, available on the basis of need rather than the ability to pay.

 3. Health systems should be based upon primary health care (PHC), 
defi ned as “essential health care based on practical, scientifi cally 
sound and socially acceptable methods and technology made univer-
sally accessible to individuals and families in the community through 
their full participation and at a cost that the community and country 
can afford.” PHC should combine primary care with the availabil-
ity of accessible hospital and secondary care services (World Health 
Organization, 1992).

 4. Health systems have an important role in supporting public partici-
pation not only in the organization and delivery of health services, 
but also in shaping policies and actions on the social determinants of 
health.
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The consensus around these values represented the high point of the post-
war welfarist approach in Western Europe and most Organisation for Eco-
nomic Co-operation and Development (OECD) countries, but it was already 
being undermined by political developments which changed the ideologi-
cal paradigm of the dominant capitalist countries. This shift began in ear-
nest with the election of Margaret Thatcher as British prime minister in 
1979, Ronald Reagan as United States (US) president in 1980, and Helmut 
Kohl as German chancellor in 1982. Their economic policy of monetar-
ism (using high interest rates to bring down infl ation), accompanied by the 
rise of neoliberalism and its emphasis on liberalization, deregulation, and 
privatization, helped to shape what later came to be called the Washington 
Consensus (Williamson, 1990, 2000). The policy elements of this “con-
sensus,” refl ecting the political agendas of the three dominant globalizing 
economies, were openly embraced by the leading international fi nancial 
institutions, the International Monetary Fund (IMF) and the World Bank 
(Stiglitz, 2002).

The impact of these changes was magnifi ed by the economic crises which 
befell many newly independent states in the 1980s. These states began with 
aspirations to establish universal, publicly funded health care systems but 
were forced to seek support and accept stringent conditions (Structural 
Adjustment Programs, or SAPs) on loans from the World Bank and IMF 
and as a basis to secure global credit ratings. These conditions increasingly 
involved the privatization of public services, opening up of markets for pri-
vate providers, and tighter restrictions on government spending on welfare, 
including health and education. Meanwhile, donor governments in key 
high-income countries attempted to transfer management techniques and 
economic/organizational models from the private sector as a basis to reor-
ganize and reform public services, which were portrayed as bureaucratic, 
monolithic, infl exible, and ineffi cient. The evidence-free nostrums of “New 
Public Management” with its core concepts of contracts and “steering 
rather than rowing” (Osborne & Plastrik, 1998; Denhardt & Denhardt, 
2002) emerged from this same process. The consequences have been an 
increased focus on curative medicine rather than public health (promotion, 
prevention, and protection approaches), target setting based on economic 
and fi nancial rather than health-related goals, and vertical programs dic-
tated by global bodies without reference, until very recently, to the wider 
implications for health care provision in the recipient countries.

The World Bank, which had been little involved in health until the mid-
1980s, began advocating an increasingly neoliberal package of policies. 
These policies not only broke from the consensus of universalism but also 
focused increasingly on technical solutions, cost-effi ciency, and medical 
models, while making use of some of the language of primary health care. 
With its growing focus on cost recovery (user fees), private sector provid-
ers and an explicitly two-tiered system in which only a minimal package 
of essential care would be available to the world’s poor, the Bank’s policy 
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represented a defi nitive break from the values of Alma-Ata and contrib-
uted to the replacement of its more comprehensive vision of health system 
reform with an intervention-specifi c approach known as “selective” pri-
mary health care (Cueto, 2004).

By contrast, the organization tasked with driving forward the princi-
ples and values of Alma-Ata, the WHO, had gone into retreat, unable to 
challenge the resources and the ideological weight of the bank. The bank’s 
vast budget for projects and research has sponsored a largely one-sided 
line of enquiry and debate, while the WHO found its budget frozen in 
real terms, requiring it to seek compromising “partnership” with the bank 
and, increasingly, with the private sector (see Chapter 12, this volume). The 
WHO’s relative lack of economic knowledge was one of the factors which 
led it to recruit World Bank health economists, resulting in the much pub-
licized controversies surrounding the WHO’s 2000 World Health Report 
(WHR) regarding the choice of metrics by which it evaluated the effective-
ness of health systems internationally (Braveman, 1998; Gadelha et al., 
2001; Navarro, 2002; Brown, 2002; Landmann Swzarcwald, 2002). This 
report also criticized primary health care as a failure and the Alma-Ata 
declaration for not referring to private fi nancing and for a time diluted 
the WHO’s historic commitment to the concept of a basic human right 
to health. The 2008 World Health Report, however, on the topic of pri-
mary health care, is reasserting WHO commitment to this approach, and is 
indicative of recent retreats from the neoliberal approaches to health sector 
reform discussed in this chapter.

Much global discourse on health sector reform, however, persists in 
promoting policies that embrace free-market values, resulting in what 
Unger, De Paepe, Ghilbert, Soors, & Green (2006) describe as “disinte-
grated care.” This chapter examines the global causes and consequences 
of this free-market embrace, concluding with a brief set of policy cautions 
for those concerned with building health systems based upon principles of 
equity, accessibility, and meeting social needs.

Driving Towards “Disintegrated Care”

The World Bank and, until very recently, the IMF became highly infl uential 
in shaping policy in low- and middle-income countries:1 by the late 1990s 
the Bank was spending around US$100 million each year on research, and 
it has consciously fostered an image of itself as a “knowledge bank” (Pin-
cus & Winters, 2002). However, the Bank’s infl uence goes beyond policy 
and ideology. It has discretion to grant or withhold loans; by the end of the 
1990s it was the largest funder of health sector activities, overtaking the 
WHO, and in the six years since 2000, annual Bank lending for health-
related projects has averaged US$2.5 billion—13 percent of total lending 
through the two branches of the World Bank serving middle- and low-
income countries: respectively, the International Bank for Reconstruction 
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and Development (IBRD) and the International Development Association 
(IDA) (World Bank, 2005).

In 1985 the Bank published a major document arguing the case for user 
fees for health care (de Ferranti, 1985). This was followed by an offi cial Bank 
document which combined arguments for user fees with a concerted argument 
for a reduced role for the state and increased reliance on market mechanisms 
and the private sector (World Bank 1987). But the most infl uential policy 
document shaping health policy for developing countries was the Bank’s 1993 
World Development Report (WDR) (Walt, 1994) This report effectively pro-
posed the consolidation of a two-tiered global health system, accepting that 
wealthy countries would be free to spend as much as they wished but urging 
that public funding of hospital care in developing countries be reduced to a 
rudimentary minimum, with remaining services privatized in delivery, fi nanc-
ing, or both. The same report estimated the costs of a “minimum package” of 
public health and essential clinical services in the poorest developing countries 
at US$12 per head of population (World Bank, 1993, p. 10).

Despite critical reports on the failure of the 1993 policies to deliver even 
the “essential package” (Colgan, 2002) and mounting evidence of the nega-
tive impact on equity and access fl owing from the imposition of user fees 
(Creese, 1997; England, Kaddar, Nigam, & Pinto, 2001; Nanda, 2002), 
the Bank continued to press low- and middle-income countries in this same 
direction. In 2000 American non-governmental organizations persuaded 
Congress to threaten a withdrawal of US funding if either the IMF or World 
Bank continued to make user fees for health or for education a condition 
of loans to developing countries (Weisbrot, 2001). One result of this was 
the declaration in the 2004 WDR that the Bank no longer had a “blanket 
policy” on user fees (Hutton, 2004).

The accumulating negative evidence of structural adjustment policies on 
the health and welfare of the world’s poorest—for example, a 2001 review 
of seventy-six articles studying the health effects of structural adjustment 
programs found just 8 percent recorded positive results and 45 percent were 
negative (Breman & Shelton, 2001)—led the bank and IMF to reform their 
approach to SAPs and to launch a new policy of Poverty Reduction Strategy 
Papers (PRSPs) (see Chapter 7, this volume). By July 2008, sixty-six coun-
tries had produced at least one PRSP, while some countries had already 
produced several (International Monetary Fund [IMF], 2008). However, 
conditionalities and the drive to privatization were still very much alive 
in the Bank/IMF negotiations over the cancellation of debts for the fi rst 
twenty-three Heavily Indebted Poor Countries (HIPC) (Gupta, Clements, 
Guin-Siu, & Leruth, 2001). HIPC countries were required to make improve-
ments in immunization and health care delivery, including steps to slow the 
spread of AIDS, before they received the promised fi nancial reward. In 
Malawi, the process dragged on for years while the country also fell victim 
to limits on the proportion of public spending that could be used to pay 
public employees (Fontana, 2005) (see Chapter 7, this volume).
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These policies have not gone without criticism, even by some of the Bank’s 
and IMF’s major shareholding countries. In 2006, the British government 
threatened to withhold its payments to the Bank unless it dropped its require-
ment that poor countries liberalize their economies and privatize public sector 
enterprises (Elliott, 2006). In 2007, the Norwegian government did withhold 
25 percent of its World Bank tranche on the basis that the Bank’s continuing, 
if now somewhat less strident, loan and grant conditionalities would effec-
tively prevent recipient countries from emulating Norway’s social democratic 
policies if they so chose (Bretton Woods Project, 2008).

Other Organizations Offering the Same Menu of Market Reform

The World Bank’s favored package of market-style health system reforms 
is echoed by the regional banks like the Asian Development Bank (ADB) 
and the Inter-American Development Bank (IADB). Other global forces 
involve the donor agencies of the world’s wealthiest countries. Increasingly 
their assistance is channeled through the World Bank and thus subject to 
the Bank’s market-oriented reforms. When bilateral (country to country), it 
often refl ects the more general global economic policies of the donor coun-
try. One such example of this has been the US Agency for International 
Development (USAID), with a budget of almost US$1.5 billion for health 
development projects in 2003 (Michaud, 2003). Since its establishment as 
a subdivision of the State Department in 1961, USAID has been explicitly 
tied to the US administration of the day, and to its foreign policy objectives, 
with a consistent bias towards privatization, economic liberalization, private 
sector involvement, and socially conservative policies (USAID [US Agency 
for International Development], 2003; Ollila, 2005; USAID, 2006). On a 
worldwide scale, consultancy fi rms such as Abt Associates, John Snow Inc., 
and Management Sciences for Health (frequently funded by development 
assistance funds from donor countries or the World Bank) also promote the 
drive towards more private sector and market-style policies (Lee & Good-
man, 2002). So, too, do large-scale corporations involved in health care: 
drug companies, private insurers, and private hospital chains and corpora-
tions including Australia’s Ramsay Healthcare and South Africa’s Netcare, 
Discovery, and Life Healthcare (Fortson, 2007).

The United Kingdom (UK) and the United States, the dominant powers 
in the World Bank (Walt, 1994), are strikingly similar in their eagerness to 
use economic levers to achieve policy change, making these two countries’ 
interventions very different from equivalent programs advanced by other 
countries. For example, while the UK’s Department for International Devel-
opment (DFID) has been strongly criticized for promoting privatization, 
and working in similar fashion to USAID through private consultancies in 
pushing this line of policy (Hilary, 2005), Australia places little emphasis 
on private providers (Barraclough, 2005; Australian Agency for Interna-
tional Development [AusAID], 2008). The Danish aid agency Danida has 
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explicitly criticized the impact of user fees (Danida [Royal Danish Ministry 
of Foreign Affairs], 2005, p. 27) and the Danish defi nition of the “private 
sector” includes trade unions. Germany’s GTZ/GmbH (German Agency 
for Technical Cooperation) also follows a markedly different agenda from 
USAID and DFID. In December 2005 it jointly organized a major inter-
national conference in Berlin with the International Labour Organization 
(ILO) and the WHO around the theme of social health insurance in devel-
oping countries, in which the concept of social insurance is clearly linked 
with universalism rather than restricted to providing cover for the minority 
of workers in formal sector employment. The German approach is thus dis-
tinct from the World Bank concept of social insurance, which tends to lead 
towards the kind of two-tier system that has taken shape in Colombia and 
some other countries, in which the provision for the poor is quite different 
from and inferior to that available to formal sector employees (Homedes & 
Ugalde, 2005; Flores, 2006). An accompanying critique from the German 
organizers explicitly highlighted the “considerable and negative impacts” 
of policies based on the Washington Consensus, while GTZ/GmbH guide-
lines submitted to the conference stressed principles including “universal-
ity, solidarity, and social responsibility” (Schwefel et al., 2005, p. 6).

The health system policies promoted globally by the Bank and USAID 
are both highly infl uenced by the preponderance of health policy and 
health economics academics based principally in US and UK universities. 
While by no means all health policy specialists in these academic institu-
tions support the market-oriented policies of the Bank and USAID, many 
of those who do back the Bank’s line tend to benefi t more readily and con-
sistently from research funding and ready avenues for publication of their 
fi ndings, and exert considerable infl uence in both institutions and with 
national governments. This grouping, described by Lee and Goodman 
(2002, p.116) as a small, “tightly integrated network of policy-makers, 
technical advisors and scholars,” has largely shaped and driven the policy 
reforms promoted by global bodies: “Analysis of [health system] policy 
changes over time suggests that the process of policy initiation and formu-
lation has been largely top-down, developed and supported through the 
Washington and London hubs.”

Stone (2001, p. 352) refers to these “hubs” as epistemic communities, 
noting also the role of a transnational network of “élite, technical and 
scientifi c cliques” in effecting change in policy and policy agendas and 
becoming “entrenched in bodies such as the IMF, World Trade Organiza-
tion (WTO), OECD and World Bank.” The WHO itself has felt the pres-
sure of these communities in its own health systems policy development: 
only two of the team drafting WHR 2000 were from health ministries in 
member states, while others came from the World Bank, health insurance 
companies, universities, the OECD, and private health organizations, as 
two academic critics of the epistemic community have pointed out (Ollila 
& Koivusalo, 2008).
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However, the eventual “consensus” often convinces only the elite com-
munity of policy shapers themselves. Even the Pan American Health Orga-
nization (PAHO) has voiced criticisms of the narrow circle that has had 
any voice in health policy: “It is simply unacceptable for health policy to be 
researched and conducted in small, closed circles of consultants and policy-
makers . . . It is in the very defi nition of good governance that people have 
a right to a meaningful say in the decisions that govern their lives” (PAHO 
[Pan American Health Organization], WHO [World Health Organization], 
& IDRC [International Development Research Centre], 2001, Foreword).

It would be a mistake to see all such problems as simply fl owing from the 
World Bank/IMF. Market-style policies and ideological pressures can fl ow 
also from adaptation to the global market itself and the prevailing ideas 
and policy frameworks elsewhere in the market system. However, since 
the majority of market-style policies are more expensive to implement than 
the more integrated systems they replace, with high bureaucratic overhead 
costs, they require political commitment to drive them through, whether 
this be external pressure from the Bank or the ideological conviction of 
center-right national governments. This helps explain why the policy pro-
posals are more often talked about than implemented (Lister, 2005). Some 
governments, notably those of Sri Lanka, Ghana, Thailand, and Costa 
Rica, have withstood pressures and retained more progressive and equi-
table health system policies (Rannan-Eliya & Somanathan, 2005).

While policies shaping health systems in the world’s poorest countries 
are decided to a considerable degree in multinational institutions, non-
governmental organizations (NGOs), and aid agencies elsewhere, in high-in-
come countries a very different situation prevails. There is pressure to clamp 
down on spending: the European Central Bank, charged with the stability of 
the euro, has advocated a cap on health care spending, proposed greater pri-
vate involvement in the funding of health care and the introduction of copay-
ments (2003), and called for greater use of private fi nance, coupled with the 
use of “market forces” to move towards “effi cient solutions,” and the restric-
tion of public health care to “core services” for health care and prevention, 
leaving individuals to provide for “non-essential health expenditure.”

Policies for the thirty wealthiest countries, however, are debated and pro-
moted through the OECD, whose researchers have become more critical of 
market-style reforms in the last few years. In 2004, the fi nal chapter of a 
report on a four-year OECD health project, discussing “value for money 
in health systems,” dismissed many of the stock neoliberal policies. Cost 
sharing, the purchaser-provider split, decentralization, payment by results 
(activity-based systems of payment), and competition between providers 
were all found wanting (OECD Health Project, 2004). A long history of uni-
versal access to health care in most OECD countries has also made it more 
diffi cult for political parties, even those favoring increased privatization and 
marketization, to dismantle public health systems to the extent that occurred 
in many low-income countries during the imposition of SAPs.
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MARKET PRESCRIPTIONS FOR FAILURE

Market-style policies and “reforms” do not arise spontaneously at the national 
level in developing countries. Still less are they a direct or inevitable response 
to the pressures of globalization on national economies. However, as Armada 
& Muntaner (2004) conclude from their literature review, such policies have 
mostly originated as theoretical proposals lacking any serious evidence of their 
effectiveness. If space is to be opened for the implementation of progressive 
and soundly based reforms, it is necessary fi rst to dispel illusions in the menu 
of measures already established as the “norm,” discussed following.

A Minimum Package of Care

The World Bank’s Investing in Health in 1993 estimated that delivery of 
an “essential clinical package” would cost on average about US$12 in low-
income countries and US$22 per capita in middle-income countries (World 

Box 8.1 The many faces of the private sector.

Public Service International, the international organization of public sector trade 
unions, distinguishes between a number of levels and forms of privatization:

Privatization of ownership
Privatization of responsibility
Privatization of provision
Privatization of fi nance
Privatization through markets—creating conditions where the private 

sector can compete with the public sector for government or social 
insurance scheme funds (PSI, 1999, p. 9).

The World Bank’s report The Business of Health in Africa (2007), published by its 
affi liate, the International Finance Corporation (IFC), which makes loans to the 
private sector in developing countries, further points out that, within this frame-
work, there are various different types of “private” provision in health care:

 1. As well as private-for-profi t provision, there are different types of private 
not-for-profi t provision (charities, religious groups, registered nonprofi ts/
co-ops, each of which may or may not levy user charges).

 2. Private provision that is publicly fi nanced and under varying forms of 
government regulation (as is the case in most OECD countries).

 3. Private fi nance to build, manage, and operate hospitals and facilities deliv-
ering public sector services (variously referred to as the Private Finance 
Initiative or Public Private Partnerships).

 4. Private fi nancing for private provision in both for-profi t and not-for-profi t 
services (the latter being, for example, community insurance schemes).

By no means do all of these variants of private sector involvement necessarily have 
a negative impact upon equity of access and provision, although almost all private 
involvement carries overhead costs, and needs to deliver some form of surplus or 
working balance which, in turn, can result in the diversion of public funds or 
resources that might otherwise have been available to fund frontline services.
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Bank, 1993, p. 116). This was then (and often is still) well above the levels 
of spending in many low-income countries. Even the Bank’s essential “mini-
mum package” was estimated to require a quadrupling of poorer countries’ 
spending on public health from US$5 billion to US$20 billion a year in 
1993 prices. But the Bank warned: “The case for government fi nancing of 
discretionary clinical health care—services outside the essential package—
is far less compelling. In fact, governments can promote both effi ciency 
and equity by reducing—or when possible eliminating—public funding for 
these services” (World Bank, 1993, p. 119).

The decision that such services should not be funded publicly means that 
any such services could only develop in the private sector, levying charges 
which would inevitably be unaffordable to the poor. Only the wealthy few 
would have access to secondary- and tertiary-level care services not avail-
able to the vast majority. And because it was unaffordable, the World Bank 
conception of a minimum or essential package became increasingly per-
ceived as a target, effectively a “maximum” for organizations such as the 
WHO (Laurell & Arellano, 1996) and a priority for, fi rst, donor countries 
and, eventually, the proliferation of global public-private partnership funds 
for health.

The WDR framework for policies based on a “minimum package” has 
persisted, not least in the very limited health aspirations of the Millennium 
Development Goals (MDGs), and also in the narrow focus of vertical pro-
grams for immunization and AIDS treatment. Some countries have worked 
to introduce social health insurance schemes in which the subsidized enrol-
ment of the poor comes with a reduced entitlement to a “minimum pack-
age” of care, as in Colombia (where it is equivalent to just 20 percent of the 
value of the full insurance package) and Mexico (Flores, 2006).

Imposition of User Fees

This policy is one of the most deeply ingrained in the thinking of those 
responsible for policy in developing countries. A recent survey of thirty 
African countries found twenty-seven still imposing fees (Oxfam Interna-
tional, 2006). Of twenty-four priority countries supported by DFID, twenty 
had user fees at primary care level (Witter, 2005, p. 5).

The Bank’s 2004 WDR actually argues that “paying for services con-
fers power,” claiming that “modest co-payments can also provide an entry 
ticket to clinical services for poor people by reducing capture of supposedly 
free services by richer groups” (World Bank, 2003, p. 143). This assumes—
without evidence—that the poor can afford and will pay a “modest co-
payment,” and that the rich will not, even though they are better able to 
afford it. Any illusions that patients might be “empowered” by fees should 
be dispelled by the revelations in recent reports of patients being forcibly 
detained in Burundi for failure to pay hospital bills (Human Rights Watch, 
2006) and in Ghana, where newborn babies have been held in hospital in a 



190 John Lister and Ronald Labonté

bid to force mothers to pay maternity bills (UN Offi ce for the Coordination 
of Humanitarian Affairs, 2005; Amanfo, 2006). Schieber (1997) claims 
that cost sharing is a means to combat “moral hazard,” an economic con-
cept referring to egregious misuse of something that is freely or easily avail-
able, while Wang’ombe optimistically suggests that the “right” people are 
deterred by user fees, reducing “frivolous demand” (Wang’ombe, 1997, p. 
151). However, there is little actual evidence of frivolous demand in devel-
oping countries or in other contexts (Deber, 2000), and reducing demand 
does not necessarily reduce the need for health care.

The validity of claims that user fees can actually lead to an increase in 
utilization if they are accompanied by an improvement in the quality of 
services and availability of drugs has also been questioned by research from 
Nigeria which suggests that poor users excluded by the fees are replaced by 
wealthier sections of the population who can afford to pay—a backward 
step for equity (Blas, 2004, p. 19). Those most likely to be deterred from 
accessing health care are the poorest—and especially women. In fact, this 
effect is the most consistent and predictable result from any cost-recovery 
program (Creese & Kutzin, 1995).

Just four of the thirty-one African countries implementing user fees 
claimed that either “effi ciency” or “equity” was an objective (Leighton & 
Wouters, 1995). A study in Tanzania found that the administration of the 
user fee program cost more than the user fees brought in (Kessler & Alex-
ander, 2004), while in Honduras, the fees raised less than 2 percent of 
the Ministry of Health’s income, with two-thirds of the funds collected 
required to administer the fee system itself (Flores, 2006). Conversely, there 
have been some “astounding” successes where user fees have been abol-
ished, notably in Uganda (Hutton, 2004).

The World Bank played a crucial role in generalizing the imposition 
of user fees. By 1998 about 40 percent of the Bank’s health, nutrition, 
and population projects—and almost 75 percent of those projects were 
in sub-Saharan Africa—included the introduction or increased applica-
tion of user fees (Dunne, 2000). Few countries have been able to estab-
lish any signifi cant system to exempt the poor from user fees: indeed, 
even though the Bank’s position in 1993 advocated exemptions where 
possible, its main focus throughout remained on introducing fees at a 
level that would not be a barrier to the poor, and fi nding ways to argue 
that in certain circumstances fees may actually increase the use of some 
services (World Bank, 1993). Yet all empirical evidence appears to con-
fi rm that in practice the imposition of charges reduces the utilization 
of services. The scale of the reductions observed ranged from 52 per-
cent in Kenya (Mwabu, Mwanzia, & Liambila, 1995) to 64 percent in 
Zambia (Kahenya & Lake, 1994). Such evidence led the United Nations 
(UN) Research Institute for Social Development (UNRISD) to conclude 
that “Of all measures proposed for raising revenue for local people, this 
[user fees] is probably the most ill advised” (United Nations Research 
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Institute for Social Development, 2000; Whitehead, Dahlgren, & Evans, 
2001, p. 834).

A variant model of user fees has been the Bamako Initiative (BI), in 
which the fees go into community-owned “revolving funds” to be spent 
and controlled locally. This model is still running in Benin, Mali, and 
Guinea. However, “a large proportion of the poor still do not use key 
health services in all three countries,” and Bamako Initiative health cen-
ters have become a service for the affl uent (Blas, 2004). After twelve 
years, government subsidies to the BI system in Guinea still benefi t richer 
groups proportionately more than they do the poorest.

It is clear, of course, that any abolition of fees would carry signifi cant 
additional costs in the short and medium term, since not only would any 
revenue stream be lost, but also a large body of pent-up demand would 
be released. Experiences from Uganda, Zambia, and South Africa (Gil-
son & McIntyre, 2005) show that there are real dangers if the abolition 
of fees is not properly prepared and resourced. If there are not appropri-
ate increases in staffi ng, equipment, and other supplies, the result could 
be the inundation of local services. Such a change of policy therefore 
requires practical and material/fi nancial support rather than simply a 
general Bank statement that it has “no blanket policy” on user fees.

Ooms (2006) goes further and challenges the whole “illusion” of sus-
tainability as a criterion for planning services for the poor. Sustainabil-
ity of services was part of the rationale for user fees, or for community 
insurance schemes such as the Bamako Initiative that have been shown 
to produce less equitable outcomes. Ooms points out that it is impos-
sible for the poorest countries to sustain adequate levels of health care 
services from their own resources, and emphasizes the need for more 
long-term and guaranteed assistance from the wealthiest countries. In 
a recent policy debate on global health system reform, Sachs makes this 
point even more powerfully:

Let’s recognize the iron laws of extreme poverty involved here. A typi-
cal tropical sub-Saharan African country has an annual income of per-
haps $350 per person per year, of which much income is earned in 
kind (as food production for home use), rather than as money income. 
The government might be able to mobilize 15 percent of the $350 in 
taxes from the domestic economy. That produces a little over $50 per 
person per year in total government revenues (and in many countries, 
much less). This tiny sum must be divided among all government func-
tions: executive, legislative, and judicial offi ces; police; defense; educa-
tion; and so on. The health sector is lucky to claim $10 per person per 
year out of this, but even rudimentary health care requires roughly 
four times that amount. (In rich countries, public spending on health 
is $2,500 per person or more.) Foreign aid is therefore not a luxury for 
African health. It is a life-and-death necessity (2007).
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Encourage Private Health Insurance

One of the reasons the World Bank and other agencies have promoted user 
fees has been to stimulate the emergence of insurance schemes even in the 
poorest countries: but even advocates of this approach have struggled to 
fi nd supporting evidence. One major USAID-funded workshop in Zimba-
bwe analyzing “lessons learned” on health care fi nancing concluded that 
“user fees are vital to the introduction of any type of insurance system” 
(McEuen & McGaugh, 1997). Despite this, extensive surveys by USAID-
funded Data for Decision Making (DDM) could fi nd only limited evi-
dence of success in such health insurance schemes operating in developing 
countries:2

DDM research . . . indicated that only small percentages of the popu-
lations studied had any kind of health insurance, and that insurance 
schemes currently do not contribute signifi cant resources to total 
health fi nancing. Current insurance schemes also tend to cover mainly 
the more wealthy income groups or the formally employed, limiting 
the reach of such schemes into the lower income or rural populations 
(McEuen & McGaugh, 1997).

The Bank has been keen to promote community-based health insurance 
schemes, but many have been on a very small scale. In Kenya, one scheme 
studied for Partnerships for Health Reform (PHR) had managed to enlist 
only 0.3 percent of its target population and by 1998 had only the hos-
pital’s staff as members, while other such schemes surveyed in Uganda, 
Tanzania, and the Democratic Republic of Congo had either targeted tiny 
communities (which arguably lack the resources to create a sizable risk 
pool) or failed to achieve any signifi cant wider support (Musau, 2008). 
A DDM-sponsored study of insurance failures in a variety of developing 
countries found, for example, that “Zambia’s local districts are receiving 
less funding than before the reform, and user fees may be limiting access. 
In most countries insurance reforms have been associated with shifting of 
resources from the general ‘solidarity pool’ to private insurance and private 
providers who attend wealthier patients . . .” (Berman & Bossert, 2000, 
p. 10). Indeed, by 1997 the Bank concluded that “Because of cost and the 
pronounced market failure that occurs in private health insurance, this is 
not a viable option for risk-pooling at the national level in low and middle 
income countries” (World Bank, 1997, p. 8).

The Bank’s ideologically driven search for market-led policies as a means 
to resolve gaps in health care has led it into the contradictory position of 
promoting policies which research shows to be ineffective, such as social 
health insurance in countries with very small proportion of formal sector 
workers and a patchwork of small-scale insurance schemes which have also 
proven to be unable to draw in suffi cient low-income subscribers to cover 
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the rural and urban poor. Nonetheless, eight years later, together with its 
most commercial, proprivate sector wing, the International Finance Corpo-
ration (IFC), the Bank was again collaborating with leading neoliberal aca-
demics and executives from major health insurance companies and health 
maintenance organizations (HMOs), discussing the economics of volun-
tary health insurance at low-income levels (Wharton School, 2008). At the 
end of 2007, the IFC again took the lead in establishing a US$500 million 
“equity investment fund” plus another US$400–US$500 million vehicle 
to fi nance local banks lending to entrepreneurs setting up for-profi t busi-
ness in African health care, looking to a market projected by McKinsey’s 
at US$21 billion a year by 2016 (Economist, 2007). The IFC argues that 
investors could expect “compelling fi nancial returns” on their investment, 
and focuses strongly on for-profi t private providers (International Finance 
Corporation, 2007).

Promote Contracts with the Private Sector or NGOs

The enthusiasm of some donors for the establishment of contracts with the 
private sector or NGOs in low- and middle-income countries appears to 
fl ow predominantly from the desire to transfer ideological norms and orga-
nizational paradigms—including some which would create electoral diffi -
culties if applied in the donor countries themselves—from the developed to 
the developing countries, regardless of the managerial and other problems 
that inevitably arise.

Its link to globalization is that contracting out services (“steering rather 
than rowing”) is part of the economic and new public management phi-
losophy dominating much global policy discourse, which aims for a mini-
mal public sector and maximum private sector involvement. Moreover, the 
recipients of the contracts are likely to be multinational corporations or 
their subsidiaries whose interests in global services provision has under-
pinned, in part, the European Union’s push for further liberalization com-
mitments by developing countries under the WTO General Agreement on 
Trade in Services (GATS). Contracts can in theory be used to regulate any 
part of the health system, covering not only support services, but also clini-
cal care, again from public or private sector providers. However the con-
tract culture that has emerged leaves a number of unresolved problems. As 
Ling (2000, p. 99) explains, “Contracts always have ‘gaps,’ performance 
indicators can always be manipulated or used perversely, and even worse, 
as ‘contract culture’ takes over from trust and good will, everyone looks to 
exploit these opportunities more forcefully.”

Purchasing from Private Providers in Developing Countries

Developing countries can face pressure from global bodies and from pow-
erful donors (notably the World Bank and USAID) which are ideologically 
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committed to privatization and the expansion of the private sector (Akin, 
Birdsall, & de Ferranti, 1987; World Bank, 1993; Skaar, 1998; Mudyara-
bikwa, 2000; IFC [International Finance Corporation], 2002). In 1997, for 
example, Peru’s government opened up health services for private sector 
providers as a condition of IMF fi nancial support. Most loans to Latin 
American and Caribbean countries from the World Bank and Interna-
tional Development Bank (IDB) favored private fi nancing and provision of 
health systems in place of public sector provision: one 1998 loan to Nica-
ragua involved “modernizing” public hospitals by creating private wards 
for fee-paying patients (Armada & Muntaner, 2004, pp. 31–32). Among 
the alleged attractions of the policy in the eyes of its enthusiasts is that it 
facilitates “using the private sector’s greater fl exibility and generally better 
morale” and “using competition to increase effectiveness and effi ciency” 
(Loevinsohn & Harding, 2005). Yet an extensive USAID-funded literature 
review has noted that “contracting health services to the private sector is a 
policy that is frequently recommended, but evidence of its effectiveness is 
lacking” (Rannan-Eliya & Somanathan, 2005, p. 9). This lack of support-
ing evidence has not deterred USAID, whose Private Sector Partnerships 
(PSP) web site notes with approval changes in Indonesia which it claims 
had “successfully shifted market share from predominant reliance on the 
public sector to reliance on the private sector. The Indonesian case study 
examines the policies and programs implemented to incentivize the private 
sector to enter the Reproductive Health/ Family Planning marketplace” 
(USAID, 2008).

Private provision of health care, however, often combines higher costs 
beyond the reach of poorer households with very low quality treatment. 
McPake & Mills (2000, p. 813) further fi nd that private-for-profi t provid-
ers seldom offer services “of a public health nature,” even immunization. 
Instead they “over-prescribe in general” and tend to use excessive, unnec-
essary technology. Evidence from developed economies (UK) and in some 
developing countries such as Thailand shows that far from improving effi -
ciency, the purchase of publicly funded care from private sector providers 
serves to increase costs and thus drain resources out of limited public sector 
budgets (Brugha & Zwi, 2002; Lister, 2008; Player & Leys, 2008).

Maximum Involvement of the Private Sector

Without drawing clear distinctions between private for-profi t and nonprofi t 
providers, both the World Bank and USAID want to promote greater col-
laboration with the private sector. Axelsson, Bustreo, and Harding (2003) 
making explicit if evidence-free presumptions of “greater cost effectiveness 
of the private sector compared to the public sector” and the superior “effi -
ciency” of the for-profi t private sector (Skaar, 1998). Governments would 
be relied upon to purchase, regulate, and, in some cases, subsidize private 
sector services. The Bank’s commercial lending arm, the International 
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Finance Corporation (IFC), which clearly favors the for-profi t private sec-
tor, welcomes the fact that “[t]he aim of much of recent health care reforms 
in several countries has been to increase the role of the private sector as the 
provider (rather than the fi nancer) of care” (International Finance Corpo-
ration, 2002, p. 3).

The IFC only supports fi nancially viable (profi table) projects. Its strategy 
is primarily centered in urban areas where (especially in poorer countries) 
the private market is “most mature” (International Finance Corporation, 
2002, p. 36). It wants to “contribute to the fi nancial protection against ill 
health and to the strengthening of the middle class,” and evinces little inter-
est in the health of the poorest (International Finance Corporation, 2002). 
It now views Africa as an expanding and potentially profi table market for 
health care provided on a for-profi t basis (International Finance Corpora-
tion, 2007).

However, even nonprofi t private provision may be no more, or even less, 
effi cient than centrally funded public systems. Costa Rica, for example, has 
been under pressure from the Bank to privatize its health system, the most 
successful in Central America and one which provides comprehensive pri-
mary health care to over 90 percent of the population. However, its experi-
ments with nonprofi t provider cooperatives in the early 1990s showed them 
to be more expensive, less effi cient, and no better in quality than the main-
stream public sector services. The co-ops also had a negative impact on the 
effi ciency and costs of the public clinics (Homedes & Ugalde, 2005).

The dismal evidentiary record of private sector involvement led to the 
Bank muting somewhat its enthusiasm, with the health chapter in its 2004 
World Development Report including a number of passages highlight-
ing market failure and the shortcomings of private sector providers. The 
2004 WDR explicitly rejects any “one size fi ts all” system and places little 
emphasis on decentralization, competition, privatization, user fees, or mar-
ket-style mechanisms that were once its health policy mainstays and which, 
apparently, remain so with its commercial IFC lending arm.

Privatization of Existing Public Sector Services

Privatization of services hitherto provided by publicly owned agencies may 
be linked with moves to decentralization or corporatization (Preker & 
Harding, 2000; Sein, 2001), or may fl ow from other aspects of New Public 
Management and policy reform.

Some World Bank economists see privatization as following naturally 
from what they term the “autonomization” and corporatization of hospitals 
(Preker & Harding, 2000). However, very little full-scale privatization of 
health care facilities and services has been carried through in more advanced 
economies, or even in the transition economies of the former Soviet Union 
and Eastern Europe. In Chile, the Pinochet regime drastically cut health 
care spending to 34 percent of its 1974 level by 1990. The proportion of 



196 John Lister and Ronald Labonté

private beds more than doubled to 25 percent between 1981 and 1992. But 
even under a military dictatorship and at its peak of “authoritarian neo-
liberalism,” Pinochet pulled back from privatizing the entire system, and 
left 75 percent of hospital beds in the public sector (Taylor, 2008).

Public-Private Partnerships

A different adaptation to the pressures of the market can be found in the 
emerging UN and WHO concept of Global Public Private Partnerships 
(GPPPs) (Buse & Walt, 2000). By 2001 around seventy such partnerships 
were identifi ed, many of them involving drug companies and research proj-
ects (Buse & Waxman, 2001; Evans & Chen, 2002).

This stance has been controversial among NGOs and within the WHO’s 
own structures. Critics point out that the WHO, with its global budget 
from all sources of US$1.7 billion per year in 2004–2005 (rising to an aver-
age US$2.4 billion per annum over the six years to 2013), with a majority 
coming in voluntary donations, and upwards of US$500 million a year 
in contributions from specifi c health initiatives (Director-General, 2008; 
WHO, 2008), is potentially vulnerable to political and economic pressure 
from much wealthier drug companies and private corporations, making 
any “partnership” profoundly unequal (Hardon, 2001). There are also 
fears that the privately backed campaigns may result in a reduced local 
capacity to produce vaccines, and a rejection of local generic products by 
a skeptical public convinced that the cheaper product is inferior (Hardon, 
2001). Any attempt to provide developing countries with the modern medi-
cal techniques that have enabled health gains in the advanced economies 
would also require the additional development of modern, well-equipped 
hospitals and specialist staff—yet the resources and commitment to this are 
lacking (see Chapters 7 and 9, this volume).

Competition between Rival Service Providers

To create conditions for competition, centralized systems must be broken 
up and decentralized. Although competition brings with it new overheads 
in the form of transaction costs, the Bank has not explicitly broken from 
the assumption in its 1987 and 1993 policy documents that competitive, 
market-style policies with maximum use of the private sector are a gen-
eral formula to address the reform of health care systems to all countries 
and circumstances, even though the possibilities for establishing genuine 
competition between health care providers, or even “managed competition” 
between rival health funds, are largely restricted to the wealthier countries.

In developing countries, where incomes are chronically low, promarket 
reformers fear that competition between providers would be eliminated if 
publicly provided services were available free of charge to all, including 
the wealthiest service users. This, they argue, would deter the wealthy and 
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middle classes from either paying into private insurance schemes or pay-
ing to use alternative private hospitals (Shaw & Ainsworth, 1995). Even 
where a degree of competition exists, it by no means guarantees a positive 
long-term outcome for health care services to the poor. One USAID-funded 
study of Tanzania notes the profoundly unequal lack of provision of com-
petitive for-profi t private health care in rural areas (Munishi, Yazbeck, & 
Lionetti, 1995).

Decentralization—Does One Size Fit All?

The call for decentralization is a theme running through most studies and 
reports advocating health system reform in wealthy and poor countries 
alike. It is “generally recognized as a major strategy for health reform” 
(Rannan-Eliya, van Zantern, & Yazbeck, 1996, p. 5; Valentine, 2008). In 
abstract, the notion of “transferring power from unconcerned and inef-
fi cient central bureaucrats to the people” is hard to oppose (Homedes & 
Ugalde, 2005). Yet as much as any element of the generic health reform 
prescription, decentralization needs to be geared to the specifi c needs and 
political and social realities in each country. The results of decentralization 
can also prove very different from those intended, as an extensive literature 
review for USAID-funded Partnership for Health Reform discovered:

 1. Control over service provision may be captured at local level by elites 
who are even less responsive than central government to the needs of 
the poor.

 2. Urban populations are often more politically infl uential than rural 
populations and therefore better placed to keep a larger share of 
resources.

 3. Decentralization may also offer new openings for local-level corruption.
 4. The new system may fi nd itself struggling in the face of a lack of local 

managerial skills and expertise.
 5. Decentralization may also mean smaller-scale and less well-resourced 

providers, which wind up delivering less training and skills for staff 
and lower quality care.

 6. Smaller organizations also lose potential bargaining power and econ-
omies of scale in negotiation with major suppliers.

 7. Smaller-scale, more local structures almost inevitably offer less scope 
to tackle inequalities in the terms and conditions of health workers 
(Rannan-Eliya et al., 1996, pp. 5–6).

Granting local hospitals and health services powers to raise local funds 
may liberate local entrepreneurial talent in a wealthy area but condemn 
poorer inner-city and rural health services to permanent underfunding 
and second-class status (Mackintosh, 2001; Homedes & Ugalde, 2005). 
In Mexico, for example, an IDB report found that decentralization led to a 
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serious decline in the quality and quantity of primary and hospital services 
for the poor (Homedes & Ugalde, 2005, p. 87). The results of decentraliza-
tion have been “mixed, at best” (Bossert, 2000, p. 3).

Corporatization

The notion of going beyond decentralization to establish local health care 
providers as autonomous, free-standing corporate bodies in their own 
right has been gathering momentum among the advocates of market-style 
reforms (Preker & Harding, 2003). In the developed countries, this is not 
new. The British government’s marketizing measures separated provider 
units from purchasers and led to “self-governing trusts,” the fi rst of which 
were launched in 1991. New Zealand’s government also experimented 
along the same lines in the early 1990s, with profoundly mixed results 
(Lovelace, 2003). “Foundation Hospitals” in Spain and Sweden (and now 
Britain) have gone further in fl oating hospitals as free-standing “corpora-
tized” enterprises with their own discretion to borrow funds and conduct 
deals with the private sector. This type of autonomy may prove, as with 
one Swedish hospital, simply a transition point to full-scale privatization 
(Busse, van der Grinten, & Svensson, 2002). The Swedish government 
later prohibited any further privatization of health services. Hospital 
autonomy in Brazil has not improved the quality of care (Homedes & 
Ugalde, 2005), while in other countries, including Argentina, Chile, Uru-
guay, Ecuador, and Tunisia, relatively limited experiments with hospital 
autonomy have yielded mixed and generally poor results (Preker & Hard-
ing, 2003).

These policies, we will argue later, are attributable to globalization forces 
alone. National, demographic, and technological factors, and the political 
preferences of elites within nations, also affect the willingness and extent of 
their adoption. There is one uniquely global set of pressures, however, that 
are affecting health systems: that of trade treaties.

Health as Commodity: The Pressure for 
Global Trade in Health Services

Services are assuming an increasingly important economic role in most 
high- and some middle-income countries. The key trade treaty covering 
services is the WTO’s General Agreement on Trade in Services (GATS), 
designed specifi cally to increase trade in all forms of such services. There 
are four “modalities” of this trade (with examples from health services):

 1. Cross-border delivery of services (laboratory analyses, telehealth).
 2. Consumption of services abroad (health/medical tourism).
 3. Commercial presence (foreign investors in private health insurance or 

facilities).
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 4. Presence of persons (special GATS visas for temporary movement of 
health workers from one country to another).

Of key concern is the impact of liberalization of services trade in sectors 
important to health: health care, education, water, and sanitation. GATS 
proponents argue that whether liberalization in these services produces a 
net public health gain or loss depends upon the domestic regulatory struc-
tures put in place to manage its impacts (Adlung & Carzaniga, 2002). This 
may be true. But, with respect to health services, the 2000 WHR cau-
tioned, “Few countries have developed adequate strategies to regulate the 
private fi nancing and provision of health services,” noting that “the harm 
caused by market abuses is diffi cult to remedy after the fact” (World Health 
Organization, 2000).

Health and other essential public services meet basic human needs in a 
way that many other services do not; and commitments made under the 
GATS essentially lock in existing levels of commercialization with the 
prospect of increased liberalization in that service sector only increasing, 
and never decreasing, the extent of commercial involvement. Countries 
can elect to commit only some sectors and not others, although there is a 
requirement for all WTO member nations to continue negotiations to pro-
gressively liberalize all service sectors. While few developed countries have 
made substantial health services commitments (with some, such as Canada, 
emphatically declaring their intention never to do so), many developing 
countries have done so (Adlung & Carzaniga, 2006), often with fewer limi-
tations than those specifi ed by high-income countries and without a full 
awareness of the consequences. These consequences include the right of 
foreign investors or service providers to invoke trade dispute resolution pro-
cesses if denied access to a country’s domestic market, so denying similar 
opportunities to domestic actors will become politically infeasible.

Measures to increase private investment and provision in health services 
are often justifi ed on the basis that they “free up” public resources for more 
effective and targeted provision to the poor. The weight of evidence, how-
ever, fi nds the opposite: commercialization in health services or insurance 
creates inequities in access (Barrientos & Lloyd-Sherlock, 2000; Bennett 
& Gilson, 2001; Cruz-Saco, 2002; Barrientos & Lloyd-Sherlock, 2003; 
Hutton, 2004) and also in health outcomes (Koivusalo & Mackintosh, 
2005). Much of this chapter so far has refuted this claim. The experience 
of Thailand in cross-border health services trade offers further and more 
particular cautions.

Thailand has not made commitments in health services under the 
GATS but has actively participated in global trade in health services 
since the early 1990s, notably the promotion of private urban hospitals 
and health tourism. Facilitated through tax incentives to investment in 
private hospitals, this has enabled a rapid and substantial rise in the 
number of foreign patients being treated, most coming from high-income 



200 John Lister and Ronald Labonté

countries such as Japan, the United States, Taiwan, the UK, and Austra-
lia, but also increasingly from Middle Eastern oil-rich nations. In 2001, 
more than one million foreign patients were estimated to have been 
treated in both private and public facilities (though predominantly in the 
former). The government policy is to continue to increase the number of 
foreign patients.

The resources used to service one foreigner may be equivalent to those 
used to service four or fi ve Thais, equivalent to three or four million Thai 
patients in 2001. In order to address the increased demand for health pro-
fessionals created by foreign patients and the internal brain drain, the Thai 
government in 2004 approved a policy to increase by over 10,000 the num-
ber of doctors in the following fi fteen years. This measure may address 
some of the future shortage of physicians, but does not address immediate 
needs or deal with the question of how incomes generated by medical tour-
ism can be better harnessed to benefi t the local population (Pachanee & 
Wibulpolprasert, 2006).

The rapid growth in medical tourism, estimated at over 30 percent annu-
ally, is not restricted to Thailand. Other countries ramping up private hospi-
tals for private, or privately insured, overseas patients are India, Singapore, 
South Korea, and the Philippines. Increasingly, such hospitals are seeking 
ISO or other forms of certifi cation to convey levels of quality comparable to 
that of hospitals in high-income countries. Together with the fl ow of health 
workers from developing to developed countries (primarily nurses, many 
of whom end up working in private extended-care facilities for elderly per-
sons), we are witnessing the rapid creation of a global private health system 
for those who can afford it. The long-term implications for public health 
systems—which, unlike private systems, remain locked within national 
borders—are troubling, especially given the lack of adequate public health 
systems and health workers in many of the countries seeking to benefi t 
from these private fl ows.

Governments may still want to experiment with commercialization in 
some components of their health systems. But until governments have dem-
onstrated their ability to regulate private investment and provision in health 
services in ways that enhance health equity, they should avoid making any 
commitments in binding trade treaties. It is not clear that any govern-
ment, anywhere in the world, has met this test. There are further political 
and ethical considerations associated with the GATS, underscored by the 
South African experience. One of the last acts of that country’s apart-
heid regime was to commit to fully liberalize trade in health services. The 
postapartheid government subsequently passed national legislation guar-
anteeing certain health rights by requiring inter alia needs testing before 
service providers can set up shop in different parts of the country. Intended 
to improve equity in access, this provision violates its GATS commitments, 
leaving the country vulnerable to costly disputes (Sinclair, 2005). Such an 
outcome—while still only potential—leads some to call for canceling all 
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existing GATS commitments on health services and removing health ser-
vices from the scope of subsequent negotiations (Woodward, 2005).

Is Globalization the Real Driver of Health Sector Reforms?

So far this chapter has examined the prevailing pattern of change or 
“reform” to health systems and one common feature emerges: whether the 
changes have arisen from the aspiration of national leaders and policymak-
ers to match global trends or been imposed by global bodies, none of the 
main menu of policies arises directly from globalization as such. Of course 
the predominance of neoliberalism refl ects the economic and ideological 
domination of transnational corporations and the wealthiest OECD coun-
tries. This can also result in increased political pressure on middle- and 
low-income countries to comply with the line of “reform” favored by the 
international fi nancial institutions and donor agencies.

But the policies that feature most prominently in the checklist of health 
system reforms associated with such advice are themselves not a logical 
or necessary response to external global pressures. The available evidence 
suggests that these policies do not result in leaner or more cost-effective 
government. They do not reduce, but increase costs; they do not increase, 
but impede effi ciency. If the aim is to restrict government and other spend-
ing or to be more competitive, any country would do better to avoid these 
expensive “reforms.”

Nor are the policies an appropriate response to the burden of disease 
and health needs. For example, all but a tiny handful of Bank documents, 
studies, and projects completely ignore the issue of mental health care pro-
vision, despite the appalling lack of resources for mental health (WHO, 
2001; Beeharry, Whiteford, Chambers, & Baingana, 2002), and similarly 
ignore the rapidly growing issue of the health needs of older people (Lloyd-
Sherlock, 2005). The favored menu of reforms, instead, is drawn from an 
ideological “one size fi ts all” approach, and has been applied with various 
degrees of commitment and conviction by national governments that have 
had little or no hand in devising them.

So if globalization itself is not the direct wellspring of reforms and 
policies to reshape health systems, how can its infl uence and impact on 
health care best be understood? Stiglitz, a latter-day Keynesian critic of 
the IMF and World Bank, defi nes globalization as “the closer integration 
of the countries and peoples of the world which has been brought about 
by the enormous reduction in costs of transportation and communica-
tion, and the breaking down of artifi cial barriers to the fl ows of goods, 
services, capital, knowledge and (to a lesser extent) people across bor-
ders” (Stiglitz, 2002, p. 9).

To understand what has gone wrong with globalization, Stiglitz focuses 
attention on “the three main institutions that govern globalization: the IMF, 
the World Bank and the WTO” (2002, p. 10). Stiglitz also points to the 
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abrupt change of emphasis in the World Bank following a “purge” of its top 
offi cials in the early 1980s, to be replaced by neoliberals appointed under 
Ronald Reagan. An organization which had once investigated the failure of 
markets in developing countries and focused on government action to reduce 
poverty was transformed into one which saw “government as the problem”; 
there was a similar sea change in the IMF (Stiglitz, 2002, pp. 13–14).

These changes at the top level of two global bodies have had a major and 
lasting impact on the health systems of the developing countries. Following 
the Stiglitz approach, the effects of globalization on health systems can be 
most clearly identifi ed in the low- and middle-income countries through 
analyzing the impact of global institutions, including the WHO and the 
new global donor bodies (e.g., the Bill and Melinda Gates Foundation, the 
Global Fund to Fight AIDS, Tuberculosis and Malaria (GFATM), the Presi-
dent’s Emergency Plan for AIDS Relief [PEPFAR]) on fi nancially dependent 
governments. By contrast, the OECD countries, whose governments gener-
ally enjoy greater scope for autonomy in decision making, within the con-
text of well-developed health systems, but which also face generally greater 
political pressures arising from public expectations, have mostly charted 
more limited and cautious paths of reform.

Where is the Counterfactual?

A growing body of increasingly critical and independent literature has begun 
to question assumptions that have stood unproven at the center of World Bank/
IMF orthodoxy since the early 1980s. The most recent examples include the 
debunking of fi ve common “myths” on health systems including the notion 
that private providers are more effi cient than the public sector (Hsiao & Hel-
ler, 2007), and Wagstaff’s critical review of the limitations of social health 
insurance (2007). However, it is less easy to fi nd evidence to support a coun-
terfactual analysis, since few countries have had the combination of political 
will and material/human resources to pursue an alternative course.

Some counterfactuals, although largely hypothetical, have been esti-
mated on an economic basis. In Sri Lanka an estimate has been made 
of the economic benefi t that would have accrued if a malaria eradication 
program had been in place over the thirty years 1947–1977: this calculates 
that national revenues would have increased by US$7.4 billion at a cost of 
just US$52 million (Sabri, 2004). We also have a good idea what many 
countries of sub-Saharan Africa would have aspired to in the way of health 
services in the absence of pressure from the World Bank and IMF SAPs, 
since a number of them took the opportunity immediately after achieving 
independence to establish publicly funded health care, free at point of use, 
and supported by substantial economic expansion in the 1960s and early 
1970s. Most of these—such as Kenya, Uganda, Zimbabwe, and post-1979 
Nicaragua—registered substantial gains in life expectancy and reductions 
in child mortality (Gatheru & Shaw, 1998; Birn, Zimmerman, & Garfi eld, 
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2000; Colgan, 2002). By contrast, health outcomes have fallen back in 
almost every country that has implemented SAPs since the 1980s, which 
sharply reduced state spending on health care and imposed user fees. It 
must be recognized, however, that this was not purely the result of health 
policy: the same period was also the one of sharp economic decline and 
the start of the HIV/AIDS epidemic, which weakened health systems were 
in no position to confront.

Despite poor evidence to support it, the odds have been stacked in favor 
of market-oriented health sector reform, not least because of the lack of 
coherent opposition. Yeates (2001, p. 29) notes the “marked absence” of any 
international institution with equivalent infl uence and economic power to 
the Bank or IMF “advancing a social democratic or redistributive agenda.” 
The voice of the WHO can easily be ignored by governments preoccupied 
with the conditionalities of loans and credit ratings from the international 
fi nancial institutions, or securing USAID funding for a project.

While there is absence of solid evidence to support a “counterfactual” 
model, the Bank itself acknowledged in its 2004 WDR the striking suc-
cess of the Cuban government’s health system, despite Cuba’s very obvious 
rejection of every one of the Bank’s main lines of health system reform. 
Cuba’s health system has remained centralized, nationalized, and free to 
all at point of use (with the exception of copayments for prescriptions), is 
funded from state revenues, and has managed to combine an extensive and 
effective network of primary health care and public health together with 
high-technology hospital treatment. In the absence of signifi cant economic 
growth, and despite over forty years of a US economic blockade and sixteen 
years after losing Soviet economic support, Cuba has continued to spend 
6.6 percent of gross domestic product (GDP) on health care, increasing life 
expectancy and reducing child mortality to levels comparable to Canada, 
and better than those in the United States (PAHO, 2008).

The unique political context of Cuba suggests that it could not be read 
across as a “counterfactual” to other developing countries, few of which 
have had leadership willing to remain as committed for over four decades 
to such a radical set of policies and priorities that required economic sac-
rifi ces in other sectors. The ongoing US embargo, forcing Cuba’s exclu-
sion from the mainstream of world trade and market pressures, and its 
alignment with countries willing to defy US pressure, have also allowed 
an enlarged “policy space,” permitting a very different line of policy from 
indebted African countries dependent on IMF loans.

However, some other governments in very different circumstances 
(notably Sri Lanka, Ghana, Thailand, and Costa Rica) have also with-
stood pressures to conform to the globalized menu of health reform and 
retained more progressive and equitable policies, delivering improved 
health outcomes for their population. While the conventional wisdom 
of neoliberalism has been that governments in low-income countries 
lack the tax base to roll out or sustain publicly funded health care, 
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this assumption is strongly contested by Rannan-Eliya & Somanathan 
(2005), drawing conclusions from a systematic survey of sixteen Asian 
countries. They argue that user fees could be reduced or eliminated by 
government spending as little as 2 percent of GDP on a universal health 
system that would give most benefi t to the poor.

Insofar as globalization—in the form of global bodies compelling 
dependent governments into following a line of policy, or global charities 
implementing vertical programs without building any wider or sustain-
able infrastructure of health care—can be seen as the driver of health sec-
tor “reforms,” it appears to be driving them in the opposite direction to 
the available evidence and delivering predictably poor results. The success 
of policies contrary to those prescribed by the World Bank/IMF appears 
to be as consistent as the failure of the neoliberal reforms in improving 
health and delivering equitably accessible health systems (Homedes & 
Ugalde, 2005; Unger et al., 2006). The Bank’s 2004 WDR is strikingly 
short of positive examples to illustrate the usefulness of the policies it had 
prescribed for over fi fteen years.

By contrast, even relatively limited resources channeled along more 
productive (and evidence-informed) lines can improve health equity and 
deliver remarkable human (and economic) benefi ts not only to the poor 
but to the whole of society. In contradistinction to the nostrums that still 
dominate global policy discourse on health system reform, the Health 
Systems Knowledge Network of the WHO Commission on Social Deter-
minants of Health in its narrative review of evidence concluded rather 
succinctly that the key overarching features of heath systems that generate 
preferential health benefi ts for socially disadvantaged groups, as well as 
general population gains, are:

 1. The leadership, processes, and mechanisms that leverage intersec-
toral action across government departments to promote population 
health.

 2. Organizational arrangements and practices that involve population 
groups and civil society organizations, and particularly those work-
ing with socially disadvantaged groups, in decisions and actions that 
identify, address, and allocate resources to health needs.

 3. Heath care fi nancing and provision arrangements that aim at uni-
versal coverage and offer particular benefi ts for socially disadvan-
taged groups (specifi cally, improved access to health care, better 
protection against the impoverishing costs of illness, and the redis-
tribution of welfare between rich and poor that sustains health 
equity gains).

 4. The revitalization of primary health care, as a strategy that reinforces 
and integrates the other health equity promoting features (Gilson, 
Doherty, Loewenson, Francis, with inputs and contributions from 
members of the Knowledge Network, 2007).
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Needed now is a new global epistemic community, projecting a vision-
ary health reform project based upon what has worked well in the past, 
that can expose the weaknesses of so-called reforms that have not proved 
themselves to be either benefi cial or cost-effective, and promote an alter-
native line of policy that can replace these failed and costly policies with 
a new approach that will enable health systems to deliver more and better 
treatment on a more equitable basis in the future.

NOTES

 1. The IMF remains highly infl uential in most low-income and least developed 
countries which are still reliant on it to manage balance-of-payment prob-
lems or currency crises; but an increasing number of South Asian and Latin 
American countries are pooling their own foreign currency reserves to man-
age these problems without IMF assistance and intrusion (Weisbrot, 2006).

 2. The workshop included participation of government representatives, health 
staff, academics, NGOs, and donor agencies from Botswana, Ghana, 
Malawi, Mozambique, South Africa, Zambia, and Zimbabwe, with addi-
tional representatives from Ethiopia, Kenya, and Uganda (McEuen & 
McGaugh, 1997, p. xi).
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