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Editorials

Expenditure Analysis for Planning
Health Services in Developing Countries

The use of cost analysis and cost-effectiveness studies is increasing around
the world as health care service providers, whether in the public or private
sector, endeavour to deliver greater quantity and quality of services for a
given amount of resources. Western countries are trying to cut increases in
health expenditures so that they do not outrun growth in the gross domestic
product (GDP). In developing countries, the challenge of maintaining and
expanding health services while concurrently making structural adjustments,
makes the analysis of health expenditures as relevant as it is to the affluent
nations. Over the last three decades, however, information on health expen-
ditures has grown considerably in the industrialized states but only poorly in
developing countries. As early as 1959, the International Labour Organization
'published a study on health insurance in the USA,l and subsequently,
comparative studies of the Organization for Economic Cooperation and
Development (OECD) nations' annual expenditures on health were prepared
using standard definitions and approaches.? In the less developed countries
these have not been very successful.l though the World Health Organization
(WHO), Pan American Health Organization (PAHO) and United States
Agency for International Development (USAID) have advanced household
surveys and manuals for estimating health expenditures.

The reasons for interest in the field of health expenditures vary. But .the
efforts of North and South, East and West, to analyse health expenditures
uniformly converge on a final desired outcome-to control health costs. The
industrialized countries have less urgency in this regard because of their greater
GDP, higher per capita health spending, and more sophisticated and well-
resourced health care infrastructures. But with expanding populations,
multiplying. public health challenges and increasing resources available, at
least theoretically, for health spending among many individual citizens,
developing countries may perceive a need to greatly enhance their capabilities
and activities in health expenditure analysis. Behind such an interest, including
the paper by Anandet al. in this issue of the Journal," there may also be a
desire to evaluate the relative distribution of health resources, e.g. the amount
dedicated to curative v. preventive services, in addition to an exploration of
strategies to control growth of expenditure. The industrialized nations have
experimented with numerous regulatory mechanisms to control growth in
health costs such as expenditure caps, global budgets for hospitals and health
centres, salary and capitation payments for physicians, and health planning.

While the developing countries are evaluating more fundamental financing
and health care questions, such as the need for market-oriented reforms and
the appropriate balance between public and private sector financing (and
delivery) of health care services, their requirement for rigorous and data-
driven health expenditure analysis is no less than that of the industrialized
nations. But developing countries are also drawn to expenditure studies
because of the belief that these studies can demonstrate that preventive
programmes 'are invariably more cost-effective than treatment services. This
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belief often emanates from intuition rather than observation, and it is supported
by the fact that the costs of many preventive measures, e.g. vaccinations and
screening tests, are often small. When disease is prevented, furthermore, the
costs of treating it are avoided and savings result from a low-cost preventive
strategy. Research has indicated, however, that this is not always the case
and that the situation is more complex.! Preventing disease involves risks as
well as benefits, and even when the financial cost of a preventive measure
appears small, systematic evaluation often demonstrates that the full costs
are considerably larger and often greater than any savings.! Prevention may
actually increase ultimate medical and health expenditures. 5

In 1990, India spent US$ 17488 million on total health expenditures out
of its US$ 291561 GDP.3 This represents an expenditure of 6% of GDP
and a per capita expenditure of US$ 20. Of the total health expenditure,
US$ 3499 million was dedicated to public health services, US$ 13 703 million
to private health services, and US$ 286 million were derived from aid flows
for health.' In the coming years, it will be imperative that difficult questions
about these expenditures be answered, that too through scientific and peer-
reviewed research. Do these expenditures actually improve the objective
health of Indians? What does this level of health expenditure buy for India?
How much is wasted through inefficiency in the production of services and
the selection of which services to provide? Blind expansion of health services
under the presumption that more is better, irrespective of how and where
resources are allocated and of the system outcomes that result, is poor adminis-
trative practice. Examination of the relationship between measures of health
status and the nature of health expenditures at the local, regional and national
levels must become a central focus of policy and political deliberation if India's
health sector development is to parallel advances in her industrial and
economic sectors.
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Minimal Residual Disease in Leukaemia
Intensive chemotherapy (CT) and/or bone marrow transplantation (BMT)
results in long term disease-free survival in patients with chronic myeloid
leukaemia (CML), acute myeloid leukaemia (AML) and acute lymphoblastic
leukaemia (ALL). However, leukaemia relapse remains an important problem.
Relapse occurs either due to growth of minimal residual disease (MRD)
present in bone marrow (BM) at a level undetectable by light microscopy or
due to re-infusion of malignant cells with the stem cell rescue.' Detection of


