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Radical answers for tough times
Andrew Jack
explains why there
is growing pressure
across the world for
more efficiency
and innovation

I

n the past decade, the
artemisinin plant used
for thousands of years
as a traditional cure
for malaria in China has
been turned into an effective western-style drug
approved and made available across Africa.
It is also being adopted in
rich countries as a cure for
those smaller numbers of
tourists and immigrants
who have been infected
abroad.
Such
cross-fertilised
development and global distribution of pharmaceuticals and other medical supplies is common and
increasingly rapid. The
cross-border application of
broader and more complex
health policies such as the
delivery of treatment has
proved far more rare and
difficult.
Even the essential starting point – measuring the
relative performance of different health systems to see
which need improvement
and which could potentially
offer inspiration to others –
is fraught with controversy.
The World Health Organisation discovered that to its
cost when it attempted such
an exercise in 2000, sparking strong criticism from
those who performed less
well. It has never repeated
the exercise.
Subsequent attempts by
others to compare the
health of nations, including
by the Organisation for Economic Co-operation and
Development, have proved
far more restricted. Their
analysis has been damped
as much by the politics as
by the undoubted technical
and methodological issues
involved.
While drug and medical
device companies operate
and sell products around
the world, other providers
of essential services such as
health insurers and hospital
groups remain largely geographically locked into one
or a handful of countries.
Most
medical
delivery

seems defiantly local.
But
decision
makers
make a fresh attempt to
encourage the sharing of
ideas this month, as they
gather senior health officials from around the world
in London today to compare
and contrast innovation at
the Global Health Policy
Forum.
The idea is to see if they
might be able to learn more
from each other.
“There are many global
health meetings, but this
one is about engaging policy makers and politicians
to find practical solutions,”
says Lord Ara Darzi, the
surgeon and former health
minister who now chairs
Imperial College’s Institute
of Global Health Innovation.
“The challenges are very
similar, with pockets of
innovation everywhere you
look. The purpose is to create a network that will
allow accelerated innovation and the adoption of
technology, processes and
business models.”

‘The . . .crisis forced
every country to
rethink health
policy and how to
deliver . . . quality
at lower cost’
Joe Jimenez, Novartis
He says there is considerable foreign interest in the
UK’s primary healthcare
system, and its quality outcomes
framework
that
incentivises the focus of
doctors, not to mention the
National
Institute
for
Health and Clinical Excellence (Nice), which advises
the government on whether
new treatments are cost
effective.
But equally, Lord Darzi
praises projects in other
countries including many
in the developing world
that offer lessons for industrialised governments, from
India’s low-cost, highly
effective Aravind network
of clinics and Narayana
Hrudayalaya
hospital
group, to innovative programmes in Mexico, Turkey
and China.
There is little doubt about

the desire for more crossfertilisation. Healthcare is
consuming an ever larger
proportion of global gross
domestic product, with
demand almost unlimited
as life expectancy rises and
with it a desire for
enhanced quality of life
from an ageing population.
Yet, as the US shows with
spending at a global record
above 17 per cent of GDP,
that does not always translate into the best outcomes
for all.
Budget constraints mean
there is unprecedented pressure for improved efficiency.
A recent report by IMS
Health, a consultancy, forecasts that spending on medicines alone will rise from
$1tn last year to $1.2tn by
2016, partly as a new wave
of innovative drugs enters
the market after a drop in
recent years.
Growing
transparency
and the growth in “health
tourism” in the Gulf, India
and eastern Europe alike is
reducing the margin for
error and the tolerance of
poor quality healthcare.
The EU’s own healthcare
without borders initiative,
designed to permit patients
to move between countries
for treatment, will add fresh
pressures for reform.
There are other trends
towards convergence. Martin McKee at the London
School of Hygiene and Tropical Medicine points to
fresh movement towards
universal health coverage.
He sees it as essential to
meeting international goals
for improved access to HIV
treatment and the growing
global epidemic of non-communicable diseases such as
diabetes.
That applies to the US,
where President Barack
Obama’s healthcare reform
efforts to bring the uninsured into the system
recently survived scrutiny
from the Supreme Court –
although it remains subject
to fresh political threat,
especially if he loses to Mitt
Romney in the battle for
the White House.
But universal coverage is
also a theme in many
poorer countries too: from
China, which is gradually
spreading insurance from
urban to rural areas, to
Ghana, which has launched

a national social insurance
system in defiance of critics
who argued it could not
afford it.
That contrasts with a
period in the latter part of
the 20th century when
health systems in developing countries crumbled.
Some blame the austerity
measures of the International Monetary Fund. Others suggest that health –
like education – was caught
with few strong defenders
in the crossfire of broader
efforts to cut public sector
spending and raise efficiency.
Armin
Fidler,
lead
adviser for health policy
and strategy at the World
Bank, says there is much
greater attention today at
his institution to health topics in general and funding
in particular. The consensus is that private health
insurance to fund medical
care is expensive and inefficient; and support through
general taxes the most equitable and efficient.
In any case, just as richer
countries – notably in
Europe – are seeking savings, many emerging economies are investing substantially in health.
Some, such as those in
the Gulf – which traditionally “exported” its doctors
and patients alike – offer a
particularly interesting testbed for a range of new
approaches, from slick US
teaching hospitals to turnkey lower tech Cuban
projects. That has created
fresh appetite to study innovation.
“The debt crisis forced
every country to rethink
health policy and how to
deliver better quality at
lower cost,” says Joe
Jimenez, chief executive of
Novartis, the Swiss pharmaceutical group.
“The topic top of mind
with every health minister
is to identify what works
and try to get rid of what
doesn’t. Everyone is shifting to an outcome-based
approach, to pay for outcomes not transactions.”
Mr Jimenez points to the
growth in more detailed
diagnostics to tailor drugs
to the right patients, and
technologies that can help
monitor and boost compliance such as those which
send electronic signals.

The trouble with bad behaviour
Wellness
Sarah Murray
looks at obstacles to
long-term change
Investment in preventing
illness rather than simply
focusing on curing chronic
conditions might seem an
obvious way for governments to spend their dollars, particularly when
healthcare costs are rising
and public funds are ever
more thinly stretched.
However, while many

find it easy to agree with
this principle, implementing it is much harder.
Given concerns about the
health-related costs of the
obesity epidemic as well as
the rising incidence of
chronic disease, preventive
programmes are attractive
propositions to governments.
The economic case for a
preventive
approach
is
strengthening. Many of
today’s illnesses are longterm conditions that are
extremely costly to manage.
Preventing
them
from
occurring in the first place
– or at least reducing the

effects of their symptoms –
is a cost-effective form of
health investment.
Moreover, consensus is
growing that promoting the
health of a nation requires
input from organisations
outside the healthcare sector.
“The health sector cannot
produce health on its own,”
says Ilona Kickbusch, director of the global health programme at the Genevabased Graduate Institute of
International and Development Studies. “It requires a
broader societal commitment to health and the support of many other policy

sectors and societal organisations.”
Innovative examples of
preventive care are emerging around the world. In
Singapore, for example, the
government-backed
People’s Association works
through youth clubs and
grassroots organisations to
offer services that range
from walking clubs to programmes in which older citizens can compete in games
that promote active minds.
Working with the private
sector is another option for
policy makers. In the US,
Continued on Page 2

“Remote” or home-based
medical monitoring offers
considerable scope for costsavings over hospital care,
as well as earlier detection
and greater comfort.
Others argue that the
growing burden of disease
will require far more radical efforts to enhance prevention, such as through
incentives and “wellness”
programmes pioneered by
companies including South
Africa’s Discovery Health,
subsequently introduced in
the UK, the US and beyond.

Prof McKee cautions that
“so much depends on the
values of the observer”, and
it is difficult for specialists
from one country to transplant initiatives successfully into others.
Mr Fidler agrees, arguing
that what works in the tiny,
well funded city-state of
Singapore
may
prove
incompatible in a vast country such as Kazakhstan
with a very different culture, infrastructure and history.
He also advises caution

Reuters

over the current vogue in
health for “performancebased financing”, which
pleases some donors –
including the UK – seeking
to show results for their foreign aid, but which create a
heavy reporting burden,
raise technical difficulties
in measurement and lead to
misaligned incentives.
But with so much at
stake, efforts to share international experiences and
draw lessons over past failures to implement them can
only be welcome.
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Mixed message of public-private partnerships
Brazil
Critics argue that
providers lack
experience, says
Henry Mance
For a leftwing politician in Brazil, there are few bolder policies
than auctioning the right to
operate a public hospital – and
doing it through a ceremony at
the country’s stock exchange.
That was the approach taken
by Jacques Wagner, governor of
the north-eastern state of Bahia,
who launched Brazil’s first
healthcare public-private partnership (PPP) in 2009.
Modelled on experiences in
Spain, the Hospital do Subúrbio
was built by the public sector,
but privately equipped and operated. It was the first new emergency unit for two decades in
the city of Salvador.
“I think the government took
one look at the challenge of running a hospital, and decided
they weren’t up to it,” says
Jorge Oliveira, chief executive

of Promédica, part of the consortium that now operates the
facility.
The backing of Mr Wagner, a
member of the statist Workers’
party, was significant.
“If [PPPs] hadn’t been introduced by the Workers’ party, I
don’t think they would have
survived,” says Ana Maria
Malik, a professor of health policy at the Getúlio Vargas Foundation in São Paulo.
Brazil’s health system is no
stranger to radical initiatives.
A campaign against H1N1
influenza saw 89m doses delivered within a few months in
2010.
Its well-regarded transplant
scheme, one of the world’s biggest, continues to grow, with
the number of operations rising
by 11 per cent last year.
A domestic market of 190m
people has boosted the local
pharmaceutical industry, now
backed by the government’s
preferential purchasing policies.
However, on issues related to
the structure and financing of
healthcare, change has been
slower.
Private actors already account

for more than half the country’s
healthcare spending, with a
robust jobs market pushing the
spread of insurance schemes.
But, on the provision of primary services, policy makers
are seeking to reconcile European models with public expectations.
While supporters of PPPs
point to improved agility in hiring and procurement, critics
argue that private providers
lack experience and legal backing.
“The Brazilian constitution
states that public health services should be executed by the
public sector. [Today] we have
situations that risk illegally ceding everything to the private
sector,” says Gilson Carvalho, a
doctor and writer on health
financing.
One boon for PPPs may be a
proposed tax reform. The federal
government is considering making all such projects exempt
from social contribution taxes
worth 3.65 per cent of revenues,
as part of an effort to overhaul
the country’s infrastructure. Its
openness to private investment
was in evidence this year, when

it speedily auctioned concessions over three important airports.
In healthcare, however, the
big commissioning decisions
come from regional and local
governments. The International
Finance Corporation, the private-sector arm of the World
Bank, that supported the Subúrbio project, is facilitating two
other PPP projects.

‘I think the
government took one
look at the challenge
of running a hospital,
and decided they
weren’t up to it’
Jorge Oliveira, Promédica
One, in the city of Belo Horizonte, would be closer to a UK
private finance initiative, where
the private sector invests in the
construction of the hospital but
does not operate clinical services.
The private-finance model has

also been adopted by the city of
São Paulo, which is planning to
commission and refurbish several hospitals.
São Paulo’s tender process is
on hold, having been suspended
by the audit court for using outof-date
financial
estimates.
Meanwhile Odebrecht, one of
Brazil’s leading construction
companies, is among those to
have approached the government of Rio de Janeiro about
investing in that state’s public
hospitals.
Where private companies are
not permitted to bid for clinical
services, that role could be
handed over to non-profit
groups – known as “social
organisations”.
Such organisations already
run hospitals. Yet their role,
modelled on experiences in Barcelona, is itself subject to criticism.
“The state chooses who can or
cannot be a social organisation,” says Alberto Kanamura, a
professor at the Insper business
school. “It transfers a public
hospital without a bidding process.”
Expectations for the spread of

PPPs are muted. “If it does happen, it’s going to be very slow,”
says Prof Malik, adding that it
is
unclear
whether
such
arrangements can prove viable
outside the big cities.
“There are some regions in
Brazil that private operators
don’t want to go to.”
Yet Salvador’s Hospital do
Subúrbio has won preliminary
plaudits. In July, it was chosen
as one of 100 innovative infrastructure projects worldwide by
KPMG.
The only big hospital in a
poor suburb of 1m inhabitants,
it has had to increase its beds to
meet demand. The A&E unit
runs 28 per cent over capacity.
The demand for services may
be a lesson for future projects.
Mr Oliveira at Promédica argues
that the public sector should
pay concessionaires per service
provided, rather than require
them to renegotiate the PPP
contract if the number of
patients exceeds forecasts.
“The risk of demand should
stay with the government,” he
says. “Otherwise you end up
being a victim of your own success.”

More bang
for your buck
is the priority
Innovation
Sarah Neville reports on
the struggle around the
world to do more with less

T

he world of the ratings agencies rarely collides with the
universe of global healthcare.
But when Standard & Poor’s
this year produced research to show
that rising healthcare costs are now
the main threat to developed countries’
credit worthiness, it threw into sharp
relief the imperatives facing international health systems.
The struggle to do more with less,
acute in all public services, is most
challenging of all in the arena of
healthcare.
John Appleby, chief economist of the
King’s Fund, a leading UK health
think-tank, likes to brandish a chart
compiled by the Congressional Budget
Office in the US. This shows that, if
growth in health spending continues to
outstrip growth in gross domestic product at its current rate, it will, within 70
years, consume 99 per cent of the
nation’s economic output.
While Prof Appleby believes it is
unimaginable that this would actually
come to pass, the chart serves to dramatise the urgent need to stem the rise
in expenditure. The pressures facing
health systems are four-fold. The first
is fiscal austerity; the second is the
swelling demand for care caused by
obesity and other long-term conditions;
the third is the impact of growing longevity; and the fourth is the high cost
of technological advances.
Jennifer Dixon, director of the Nuffield Trust, another prominent thinktank, says the imbalance between
demand and supply must be addressed,
even in countries that have escaped the
worst ravages of the recession.
“Even if you’re Germany you have to

start looking at value for money,” she
says.
Across different countries, health
systems are moving in uncannily similar directions as they seek to secure
more bang for their collective buck. At
the heart of this shared, global endeavour is a search for ways to keep people
out of hospital so they can be treated
more safely and economically in the
community.
The goal is to develop monetary
incentives that will ensure it is in providers’ own interests to become more
efficient and change the way they
deliver care.
Dr Dixon believes the truly “moving,
shaking force” in achieving this may
turn out to be the growing availability
of
electronically-collected,
routine
information that can help to spot
unwarranted differences in the number
of tests that doctors are ordering for
their patients, for example. The better
the quality of the information, the
more radical the steps that can be
taken to tie payments to performance,
she argues.
However, such approaches risk eroding doctors’ cherished freedom to operate untrammelled. “The pips are
squeaking because all our health systems have grown up . . . with effectively
unchallenged medical hegemony and
autonomy over how money is spent,”
she says. While tighter control can still

‘The demand/supply
imbalance must be
addressed, even in
countries that have
escaped recession’
be exerted in a traditional “fee-for-service” system, where each activity is individually costed, there is a growing
belief that a “capitation” system is the
best way to improve co-ordination

For all its explosive economic
growth over the past 20 years,
life in India remains – for the
vast majority of its citizens –
extremely difficult.
Nowhere is that more clear
than in its health and development indicators.
About 900m Indians are
undernourished and 800m live
on less than $2 a day: on the
latest UN Human Development
Index, India ranks 134 out of
168.
“The challenge is really big
because healthcare delivery in
India is not optimal at the
moment . . . because of the massive scale and because of the
poor delivery to the bottom of
the pyramid,” says Balram
Bhargava, professor of cardiology and head of the StanfordIndia Biodesign programme at
the All India Institute of Medical Sciences.
“All our indices of healthcare

are abysmal, from infant mortality rate to maternal mortality
rate – they have to be improved
to meet the standards at least of
the south-east Asian region, if
not [those] in the rest of the
world.”
Dr Bhargava says the Indian
healthcare industry has a tremendous opportunity if the government approves a plan to double expenditure on healthcare to
about 2.5 per cent of gross
domestic product by 2017.
India, both in spite of and
because of its many difficulties,
has always been a nation of
problem solvers – the term, in
Hindi, is jugaad, and it is, essentially, a sort of make-do attitude
that allows Indians to look at
the generally shoddy state of
affairs around them, and persevere through ingenuity and cunning.
Low-cost healthcare solutions
are important because illness
drives millions of Indians into
bankruptcy each year. According to Oxfam, the UK charity, 40
per cent of Indians who are hospitalised have to borrow money
to cover costs, while 23 per cent
of those ill simply never seek
medical care.
Innovative healthcare solu-

Continued from Page 1

for example, the Affordable Care
Act provides for support to be
made available to businesses
wanting to pilot ideas to promote healthy habits in the
workplace.
These include healthy eating,
smoking
cessation
and
employee exercise programmes.
“Public health officials around
the country are beginning to
work more aggressively with
employers to make the workplace more healthy,” says
Georges Benjamin, executive
director of the American Public
Health Association.
This might include enhancing
the decoration of stairwells to
encourage employees to walk up
and down rather than using the
lift or installing bike racks in
office lobbies for those who
want to cycle to work.
“The immediate return is
healthier employees, less absenteeism and people who are happier in the workplace,” says Dr
Benjamin.
Governments are turning to
sticks as well as carrots.
Denmark,
Hungary
and
France
impose
taxes
on
unhealthy foods while, in New
York, Michael Bloomberg, the
city’s
mayor,
recently
announced a ban on the sale of
“supersized” sugary drinks in
restaurants, cinemas and stadiums.

‘They’ve been able to
shape the debate so
that people have
focused on physical
inactivity instead of
the massive increases
in portion size’

Taking the pulse: some think most opportunity for advances lies in electronically-collected, routine information

between hospitals, primary care and
community care. Under this system,
providers are paid a set sum for each
patient, regardless of the quantity or
nature of the services provided.
The best known example of the system is the big US integrated care
organisation,
Kaiser
Permanente,
which is made up of multi-speciality
medical groups, hospitals and a health
plan. For each of its 9m patients, Kaiser has an electronic record that covers
both community and hospital settings.
“If you are in a medical office building and some type of test is performed
and you walk literally across the street
to the hospital, the notes of the doctor
over here are now immediately visible
over there, or anywhere we happen to
be,” says Hal Wolf, senior vice-president and COO at The Permanente Fed-

eration, Kaiser Permanente.
The data make it easy to see, for
example, if a particular primary care
physician’s patients are routinely winding up in hospital, suggesting steps
could have been taken at an earlier
stage to avoid a hospital admission.
But co-ordinated, high quality care is
delivered by teams rather than individuals, he says, so there are dangers in
trying to tie payments too directly to
the performance of a single doctor.
He adds: “Our aligned incentives and
our efforts as an organisation across
the medical groups, health plan, and
hospitals, are...tied to overall patient
health outcomes and quality outcomes
across our programme. It is a team
approach.”
Across all health systems, this focus
on prevention may increasingly involve

Alamy

patients playing an active role in tackling their own health problems. Dealing with obesity is an example of this.
Richard Saltman, professor of health
policy and management at the Rollins
School of Public Health at Emory University in Atlanta, Georgia, says an
important question is “how do you
restructure the expectations in terms
of what the patient is responsible for in
changing behaviour and how do you
ensure you don’t ask people to do
things that they’re not capable of
doing?”
In healthcare, as in so much else, the
world has spun on its axis since the
financial crisis. For doctors and their
patients, the challenges to established
working practices and entrenched
expectations of what health systems
will provide are only just beginning.

Solution may lie in country’s make-do attitude
India
Neil Munshi considers
the success of a
decentralised system

How to
tackle
bad
habits

tions have cropped up across
the subcontinent over the past
few decades, addressing problems that range from a lack of
clean water and sanitation, critical eyecare, maternal-natal care
and everything in between.
This infusion of low-cost,
high-quality, and often decentralised solutions has improved
the health and lives of millions

Infusion of low-cost,
high-quality solutions
has improved health
and lives of millions of
Indians. It has also
been exported
of Indians, and has been
exported to other developing
countries.
As Raj Kundra, deputy chief
investment officer of Acumen
Fund, a non-profit group that
applies
entrepreneurial
approaches to development , put
it, India is an ideal incubator for
low-cost health solutions that
can be exported abroad.
“India has certain characteristics that make it appealing for

logical reasons for a new
entrant to say: ‘That’s where
I’m going to start’,” he says.
“There are 1.1 to 1.2bn people,
it’s an English speaking country, basic rule of law is there
[and] there are lots of companies there [already].”
The difficulties are enormous
– there are more poor people in
India than in all of sub-Saharan
Africa, and Indians themselves
also feel compelled to act.
Among the 23 companies in
which
Acumen invests the
$25m it has deployed in the
country are some of India’s
most innovative healthcare companies.
Its first investment in the
country, in 2001, was Aravind
Eye Care Hospital, a network
that has come to be regarded as
a model for low-cost, replicable
solutions.
Aravind began in 1976 out of
the house of a family of ophthalmologists and has grown into a
network of 47 rural telemedicine
clinics and 10 hospitals, four of
which provide highly-specialised
tertiary care – the company provides between 40 and 70 per cent
of its care for free, while charging wealthy patients for premium services.

Aravind launched a training
institute in 1992 and, since then,
the network’s model has been
replicated in more than 400 hospitals across India, Africa,
south-east Asia, China and
beyond, says RD Thulasiraj,
executive director.
Similarly, WaterHealth International began building rural,
sustainable water treatment
plants in Indian villages in 2006
before expanding into Liberia,
Nigeria and Ghana.
Of its 550 plants serving
between 5m and 6m people, 500
have been built in India, but
Vikas Shah, chief operating
officer, says Africa will be a big
focus area this year.
The system has been successful, and is easily replicable
because it is decentralised, sustainable and engages the local
community which must provide
the land on which the plant is
built and the water source, he
says.
“The challenge was figuring
out . . . how to scale it up significantly in various states: what
kind of supply chain do you
need, how many crews do you
need for construction, how do
you manage the logistics of the
plant, because many are set up

in very remote locations,” Mr
Shah says.
It is in those remote locations
where the need is greatest for
preventive care such as WHI’s
treatment plants, and specialised care such as that offered by
Aravind. And it is those locations that the government has
tried, with mixed results, to
reach through programmes such
as the National Rural Health
Mission, which has been highly
successful in some states but
plagued by corruption in others.
By the end of this year, the
government plans to launch a
programme that will serve the
needs of the 65 per cent of Indians who lack access to essential
drugs, most of whom live in
rural areas.
It is budgeted at Rs266.7bn
($4.85bn) for the period 2012-17,
by which time the Ministry of
Health and Family Welfare estimates that 52 per cent of Indians will be covered by the programme.
That will go a long way
toward improving the lives of
millions of Indians, but the
problem remains enormous and
India will need all of that
famous spirit of innovation it
can get.

Some governments are tackling the issue of national wellness from all angles.
Since the 1970s, Finland has
developed a broad approach to
improving the health of its population with measures including
reduced agricultural subsidies
for products with high fat content and increased subsidies to
promote domestic production of
berries and vegetables.
Yet in introducing wellness
and
preventive
care
programmes, governments can run
up against a number of obstacles, particularly at a time when
public finances are stretched.
Given the long-term nature of
disease prevention and wellness
programmes, the workings of
democracy can have a damping
effect.
“You’re preventing now so
when people get older they’re
not such a burden on the health
system – and that doesn’t fit
with any election cycle,” says
Tim Daly, a healthcare expert at
PA Consulting Group.
He argues that it is also difficult for governments to score
political points for wellness programmes.
“The way the electorate judge
health policies tends to be on
the perception of the health
services they receive rather
than how healthy they are,” he
says.
When it comes to bans or
taxes on unhealthy food, resistance from the corporate sector
is one obstacle policy makers
may encounter. While companies can respond to the prospect
of tighter health-related regulation by working with governments, they may also engage in
lobbying to fend off legislation.
The corporate response can
take more subtle forms, too.
“The industry has done a good
job of distracting attention from
sugar,” says Martin McKee, a
public health specialist at the
London School of Hygiene and
Tropical Medicine.
“And what’s interesting is
how they’ve been able to shape
the debate so that people have
focused on physical inactivity
instead of the massive increases
in portion size.”
Beyond such obstacles, it is
difficult to design policies – particularly those that are voluntary – that can get citizens to
adopt more healthy habits.
While “nudge” measures have
been much discussed in policy
circles, bringing about longterm behaviour change across
entire populations is a notoriously difficult thing to do.
Prof McKee argues that, ultimately, regulation has to be at
the heart of wellness and preventive care policies.
He cites the factors behind the
success of efforts to reduce
smoking. “It was things like
bans on advertising and bans on
smoking in public places,” he
says. “Self regulation just
doesn’t work.”
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Prospect raised of a safety net for billions of people
Public insurance
Martha Shanahan
reports on global
experiments to replace
out-of-pocket spending
The vicious political and constitutional battle over President
Barack Obama’s healthcare
reform would make it appear
that extending governmentbacked medical insurance is a
radical and innovative policy.
But the US approach is in line
with a trend in which even
some of the most populated and
undeveloped countries in the
world are experimenting with
ways to replace out-of-pocket
spending with public insurance.
This trend has huge global
implications: raising the prospect of a healthcare safety net
for billions of people in middleincome countries, making it easier to tackle public health difficulties, and opening markets for
pharmaceutical and healthcare
providers.

“There’s a push to expand
access to basic healthcare, in
many countries, including countries that will make a huge difference . . . [such as] China and
India,” says Amanda Glassman,
director of global health policy
at the Center for Global Development, the Washington-based
think-tank.
Paying for healthcare out of
the pockets of each patient, the
traditional model, is good for
neither patients’ health or their
wallets, experts say. “It can
make your spending very volatile, it can impoverish you,”
says Ms Glassman. Now, she
says, governments are realising
“it’s better to pay up front”.
Efforts to introduce or reform
national insurance programmes,
however, have not been easy for
many countries. Most are experimenting with a mix of policies,
says Maureen Lewis, former
chief economist of the World
Bank’s Human Development
Network, which looks at policies
on education, health and other
such matters.
“A lot of countries that have
gone to insurance have really

done a patchwork of things
because it’s so difficult,” she
says. “Healthcare is very
grounded in societal preferences, and I think that one size
doesn’t fit all.”
She says there is no longer a
clear difference between socalled social health insurance,
where payroll taxes finance
insurers that contract out to
healthcare
providers,
and
national health systems that are
financed by general revenue.
“Most health systems are difficult now to categorise,” she say.
“It’s a very heterogeneous place
out there.”
Much of the world has moved
to some form of the model, popular in Europe, of relying on a
payroll tax to finance care while
implementing a system to help
those who fall outside that system, says Charles Griffin, senior
adviser for Europe and central
Asia at the World Bank.
“Most of the middle income
countries are moving in the
same direction, which is to have
a mix of payroll tax-financed
insurance for those who work,
and some kind of general tax

subsidy within the insurance
system for those who aren’t
working,” he says.
Colombia, another example,
has a system of “managed competition” in which the government pays and regulates an
insurance company that in turn
contracts healthcare providers
for the care of the poor, says Ms
Glassman.

‘Healthcare is very
grounded in societal
preferences, and
one size doesn’t fit all’
Providing adequate coverage
to every citizen will be “challenging, long, and risky”,
according to the World Bank’s
2011 Health Insurance Handbook.
The authors say that while
many poor and middle income
countries are introducing private and public health insurance plans, they must be “carefully designed to be pro-poor”,
otherwise only middle and

upper income residents will
receive healthcare. “There is no
gold standard when it comes to
the design of a health insurance
system,” the authors write.
Another trend, Ms Glassman
says, is towards a separation
between those who pay for care
and those that provide it. Many
countries have followed the lead
of Britain’s National Health
Service in doing so, she says.
“There’s something similar
that’s occurring in most other
countries, this kind of separation of functions between
financing and provision.”
Many lower income countries
have failed to implement insurance programmes that benefit
the whole population, instead
focusing on patients who are
easiest to reach, such as those
living in urban areas.
“And you forget about the
rest, which is not so great from
a health status standpoint,” Ms
Glassman says.
In Brazil, funding is a public
responsibility with both state
and federal sources. However,
most rich Brazilians opt for private insurance because it

ensures more dependable care.
“They end up with a patchwork
of other ways to finance these
non-profit hospitals,” Ms Lewis
says. While Brazil and other
countries with similar systems
still have the capability to
reform, she says, “it makes it
very complicated and it ends up
not being a streamlined structured system.”
Ms Lewis says healthcare
schemes often fail because planners “haven’t thought of what
the implications are for behaviour”.
If insurance reform is conducted without the proper payment structures in place, for
example, doctors and hospitals
might have an incentive to
increase their own incomes by
keeping patients longer than
necessary.
“The only thing . . . that we
seem to have some universal
agreement on, at least in the
industrialised countries, is that
[insurance] is a better way to
pay hospitals than on a fee for
service basis.”
Another problem is that politicians – not healthcare experts –

craft healthcare reforms to meet
their political needs. Or it is
done by finance ministries that
worry more about where the
money is going than whether
people get adequate treatment.
“In
emerging
economies,
there’s definitely a move afoot
to expand care to everyone and
to expand to everyone the services that are already available,”
Ms Glassman says. “The problems is it’s usually done without
attention to the affordability or
cost-effectiveness of the interventions that they’d like to
finance: it’s usually political.”
Despite pressure on these politicians to provide “universal”
healthcare for their citizens, Ms
Lewis says, the concept is hard
to define. While an entire population might technically be covered under a national health
insurance scheme, reality might
not meet expectations.
“It’s not clear what universal
coverage means. Technically the
[Mexican government] says everybody has coverage, and then
there are a lot of people . . . who
are going into the private sector.”

Court ruling
is no cure for
uncertainty
US reforms
New questions have
been raised by the
decision to uphold the
administration’s
sweeping legislation,
says Alan Rappeport

Screen test: Jeopardy! champions Ken Jennings, left, and Brad Rutter flank a prop representing Watson, the computer now being used to combat cancer

Elementary, my dear Watson

Advances in IT
The answer to more
efficiency may lie in
the next generation of
technology, explains
April Dembosky

T

he supercomputer that
trounced the top two
Jeopardy! champions is
now hard at work at its
next project: treating cancer.
IBM’s most advanced computing system, known as Watson,
was paraded on the national television game show in the US

last year to demonstrate not
only its ability to outperform
human geniuses, but its capacity to learn and reason.
Now, IBM’s scientists and doctors at Memorial Sloane-Kettering Cancer Centre in New York
are training Watson on cancer
treatment protocols.
Doctors are taking advantage
of Watson’s ability to read 200m
pages of information every three
seconds, feeding it mountains of
medical literature and clinical
data so that it may eventually
determine for each patient an
appropriate chemotherapy or
radiation treatment in a matter
of seconds.
“This is very futuristic,” says
Martin Kohn, chief medical sci-
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entist at IBM. “This involves
processing a lot of information
that none of us individually is
capable of processing.”
Watson is part of the future
evolution of health information
technology.
Healthcare experts believe
developments in this field will
bring much needed efficiency
and quality improvement to hospitals and doctors’ surgeries, by
lowering costs.
In the past, the biotechnology
sector was churning out new –
and very expensive – machines
and devices. But at a certain
point, the practical, clinical
improvements these devices provided, compared with the model
one generation behind, were
incremental.
It was not until the late 1980s
and 1990s that the cries of economic analysts began to be
heard – healthcare costs were
spiralling out of control. In the
US, healthcare spending is now
$2.6tn, nearly 18 per cent of
gross domestic product.
“The idea that any new idea
in healthcare had to prove its
value, in improving outcomes
and costs, has developed in the
last 15 years,” says Dr Kohn. “If
imaging technology is developed
that’s better, but much more
expensive, than there’s no reason to pay for it.”
Now the focus is on technologies that can help bring costs
down.
Electronic medical record systems are expected to facilitate
the transfer of patient information between hospitals and doctors’ surgeries, lowering the
need for repeat, redundant tests,
and sharply reducing medical
mistakes, such as administering
the wrong medication, or too
much medication, which can

often result in costly crisis
interventions.
Remote monitoring devices
are expected to play a huge role
in managing chronic diseases
and reducing the number of visits the sick and elderly must
make to the hospital. Instead,
they will be able to measure and
transmit their blood pressure,
glucose levels, and even heart
activity from their own home to
their doctor.
There is also a subset of contemporary Silicon Valley-style
technology companies that are
applying the principles of the
consumer internet and mobile
phone industries to healthcare,
providing patients with more
direct access to their healthcare

‘Consumers will want
the same things from
healthcare that they
have when they buy
any other product’
providers and to information
about prices.
These entrepreneurs want to
make
scheduling
doctors’
appointments and finding prescription drug prices as easy as
booking a flight online or comparison shopping for a new sofa.
“Consumers will want the
same things from healthcare
that they have when they buy
any other product,” says Chuck
Farkas, a senior partner at Bain
& Co’s healthcare practice.
“When I want a dinner reservation, I don’t pick up a phone
book and start calling. I open
Zagat on my smartphone, then I
click through to Open Table.”
One
health
technology

AP

start-up in this mould is HealthTap, which allows people to find
and correspond with doctors
over their mobile phones or tablets, and get immediate answers
to their health questions.
Ron Gutman, the founder,
pulls out his iPhone to demonstrate.
He conjures the image of a
panicked patient, fretting over a
mysterious, colour-shifting rash
as he clicks a photo of his forearm. He uploads it within seconds to the HealthTap network,
where 11,000 physicians in 112
specialties are registered to
answer questions.
A doctor will look at the photo
and write back to him within
minutes with a diagnosis or
advice
about
next
steps.
Patients can go back and forth
with the doctor to clarify the
response, all for $9.99.
“Now, in the age of Facebook
and Twitter, people expect to
have a conversation,” Mr Gutman says, describing generic
health information websites of
the late 1990s, such as WebMD,
as “dinosaurs”.
“People want a service that is
interactive and personalised,”
he adds.
Personalised medical care is
exactly the goal driving the
Watson endeavour as well.
Though IBM’s sophisticated
algorithms and services will
ring in at far more than $9.99,
Dr Kohn believes Watson will
meet his criteria for technological advancement that both
improves clinical results and
saves money.
“If we can help make decisions that are better for this particular patient, choose the preferred therapy first, and do it
more efficiently, then there’s
great potential for cost savings.”

The US Supreme Court’s landmark decision to uphold the
Obama administration’s healthcare law allowed the sweeping
piece of legislation to move forward, but for patients, companies and investors the decision
may have raised more questions
than it answered.
Immediately after the lateJune ruling, governors of several US states vowed not to
implement
the
healthcare
exchanges, an important provision of the law that will allow
healthcare consumers to shop
more easily for insurance.
Meanwhile, the piecemeal rollout of the law, along with promises from President Barack
Obama’s Republican opponents
to repeal it, continue to cast a
shadow of uncertainty.
In spite of those concerns,
many healthcare analysts contend that important aspects of
the law intended to make
healthcare more accessible and
affordable were already being
set in motion.
Paul Keckley, of the Deloitte
Center for Health Solutions,
wrote in a recent note to clients
that 15 states and Washington
DC have met the requirements
to launch health insurance
exchanges, and 3.1m young
adults under the age of 26 are
now covered on their parents’
insurance plans as a result of
the law.
The medical loss ratio requirements imposed on insurance
companies will soon be putting
money back into the pockets of
consumers, with insurers set to
send out rebates totalling
$1.1bn.
One healthcare solution that
has been the subject of great
debate, and that many analysts
argue has potential, is “accountable care organisations”. ACOs,
which Deloitte estimates are
operating in 41 states, are meant
to bring together groups of doctors and hospitals to provide
more co-ordinated and efficient
healthcare.
“The ACO concept is a team
concept,” says Ceci Connolly,
managing director of PwC’s
health research institute. “Physician alignment is going to
have a major impact on success
and failure of an ACO.”
Sceptics of ACOs argue that
they are similar to health maintenance organisations, or HMOs,
that were created in the 1970s
and have proven to be unpopular. Moreover, they suggest that
without substantial changes to
the incentive structures that
doctors and hospitals work
with, greater collaboration will
not take hold.
“The aim of ACOs is to be
accountable and nobody wants
to be accountable,” says Les
Funtleyder, a healthcare expert
for Poliwogg Investment Advisors. “Philosophically it is correct, but the incentives are not
there for people to play nice.”
The Affordable Care Act provides incentives for a variety of
“pilot” programmes that are
intended to cut costs. Health
experts have also been studying

regional systems where medical
costs are relatively low to determine what some states or cities
are doing right.
The New England Journal of
Medicine recently published an
analysis of the community
health system in Grand Junction, Colorado, where Medicare
spending per person is 24 per
cent lower than the national
average. Much of that success
was found to be due to Rocky
Mountain Health Plans, an
insurer that teamed up with
physicians to create cost control
incentives.
The insurer, known as
“Rocky”, has also created incentives to encourage physicians to
meet patients in their hospitals
after procedures, to help reduce
readmissions, and to educate
them on alternative end-of-life
options. According to NEJM,
people from Grand Junction
spend 40 per cent less time in
the hospital during the final six
months of their lives.
Many companies say they
have already been making
strides at improving the transparency of medical costs, which
can often be hazy and confusing.
Giovanni Colella created San
Francisco-based
Castlight
Health in 2008 in an effort to
help consumers understand
what medical procedures will
cost. Castlight sells a portal to

‘One of the main
reasons why medical
costs are elevated is
that we have created a
very inefficient market’
companies, creating a “Travelocity” experience to allow
patients to compare prices.
“One of the main reasons why
medical costs are elevated is
that we have created a very
inefficient market because we
have no idea of the costs of
what we are buying,” Dr Colella
says. “You get hit with out-ofpocket expenses and have no
idea what cost is going to be.”
Health insurers say they are
also trying to improve price
clarity. Tyler Mason, vice-president of communications at UnitedHealth Group, the largest US
insurer, says the company has
developed a mobile application
with a treatment cost estimator
to help doctors and patients to
predict out-of-pocket expenses
better.
Such advances will have to
keep up with the pace of change
in the industry. As reform accelerates, consolidation is also
expected to increase.
In early July, WellPoint, the
US health insurer, agreed to buy
rival Amerigroup in a $4.9bn
cash transaction, marking what
many people predict will be the
beginning of a wave of mergers,
as healthcare companies look
for greater scale.
“As we look at the marketplace going forward and particularly, for example, in the hospital space, we believe there will
be further consolidation, further
aggregation of some of those
customers,” Alex Gorsky, Johnson & Johnson’s new chief executive, said in a recent call with
analysts.
“As a result, we believe that
they’re going to be looking for
more comprehensive offerings
and greater solutions as well as
outcomes versus just products.”
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Lifestyle conditions
increase the pain
for medical systems
Non-communicable
diseases
Andrew Jack finds
poor diet and habits
are adding to the
challenges of treating
chronic complaints

A

s athletes and visitors
from around the world
converge on London
this month for the
Olympic Games, any hope for a
“legacy” of healthier living risks
being undermined by the presence of some of the top sponsors
who have recently renewed
their roles until 2020.
Despite the need for funding
to promote the sporting event,
and claims by the British hosts
that a range of food and drinks
will be available, the names of
Coca-Cola, McDonald’s and Cadbury have triggered concern
over an influence that risks
leaving a nasty aftertaste and
will overshadow more positive
messages.
As Monika Kosinska, secretary-general of the European
Public Health Alliance, put it:
“By unrolling the red carpet to
the advertising and marketing
of junk-food giants, the [International Olympic Committee] is
setting a toxic trap to hundreds
of millions of parents and kids.”
The prominence given to the
discussion
highlights
fresh
awareness of both the impact
and the reasons behind noncommunicable diseases (NCDs),
as obesity and other “lifestyle”
conditions trigger a range of
chronic illnesses that are
swamping medical systems
around the world.
When international politicians
gathered in New York last year
for the second ever United

Nations high level summit
focused on health, their focus
was NCDs.
A decade earlier, the first
such meeting had brought the
world’s attention to the HIV epidemic. That remains an important killer, claiming some 35m
lives around the world since the
1980s and leaving a similar
number infected today – a figure
still rising steadily.
Yet NCDs such as diabetes
affect far more people than HIV,
and for many conditions the relative and absolute burden is
now higher in the developing
than the developed world. Cardiovascular disease, diabetes,

‘By unrolling the red
carpet to the
advertising and
marketing of junk-food
giants, the IOC is
setting a toxic trap’
Monika Kosinska, European
Public Health Alliance
chronic obstructive pulmonary
disease and common cancers
caused by tobacco, poor diet,
insufficient exercise and excessive
alcohol
consumption
account for 60 per cent of global
deaths, but four-fifths of total
NCD deaths in low and middle
income countries.
Progress is proving slow.
Even countries such as Cuba,
which has done much to tackle
infections disease with low-cost
techniques over the past half
century and export its model
abroad, has struggled to contain
obesity at home against a backdrop of unhealthy eating.
In many much poorer countries, there is concern that the
unprecedented “vertical” programmes with heavy donor support and tightly defined objec-

tives, created since the new century for HIV, risk undermining
overstretched and underfunded
medical services tackling other
ailments.
The first issue that requires
far greater effort and innovation
is prevention. With no doubt
over the link between smoking
and lung cancer, governments
have taken increasingly aggressive efforts against the tobacco
industry. These range from high
taxes and bans in public places
to
advertising
restrictions,
including the current battlefront of plain label packaging.
Yet a number of European
governments have entered into
partnerships with the food and
drink industry to tap their funding and creative ideas to tackle
unhealthy eating. That has
sparked concern that such links
limit the ability to impose
tougher regulations on labelling, marketing and contents.
Pioneering efforts in New
York City and other pilot areas
have been more aggressive and
creative, banning transfats in
foods; imposing more disclosure
on calories and ingredients;
restricting sales of large volume
high sugar-content takeaway
drinks; outlawing snack food
vending machines in schools
and fast-food outlets nearby;
and working to reduce salt and
sugar intake through powerful
public health campaigns.
They have also adopted
“nudge” techniques, creating
incentives to sell fresh fruit and
vegetables and fight “food
deserts” where only unhealthy
options are available in shops;
improving zoning to provide
more public recreational space;
and redesigning buildings to
urge greater use of staircases in
place of lifts.
In Brazil, there have been
efforts to place health warnings
on unhealthy food, and to
ensure better diets in school
meals.

The real thing: the names of Olympic sponsors Coca-Cola, McDonald’s and Cadbury have triggered concern

Yet such options can prove
costly and bring resistance to
centrally imposed rules – as the
UK has recently experienced in
its own spats over healthier
food in schools.
A second effort required to
tackle NCDs is in the reorganisation of healthcare services.
Earlier and lower cost interventions require a shift away from
expensive, technocratic and
paternalistic hospital-based support towards more primary care
services.
In many countries that will
require a shift in motivation,
training, salary, benefits for

Innovation can still be a
matter of life or death
Infectious diseases
Pandemics prompt
fresh activity but
many challenges
remain, writes
Andrew Jack

I

f necessity is the
mother of invention,
self-interest is the
father. The influenza
pandemic of 2009 – which
first caught the public eye
in Mexico – triggered a
surge in research, investment and health preparations in the west to tackle
the latest manifestation of
an ancient scourge.
Richer
governments
invested billions of dollars
in purchasing vaccines and
drugs, in the process stimulating fresh activity by companies into new technologies in a field long
neglected by lack of interest
and money.
Considerable effort also
went into developing innovative approaches to regulation, public health communication and the management of surges in demand
for medical care.
All such efforts need to be
replicated not only for flu –
which continues to kill hundreds of thousands of people a year even in its milder
seasonal form – but for
many other infectious diseases. For while industrialised countries have increasingly focused on coping
with the spiralling prevalence of non-communicable
diseases, transmissible ones
still impose a significant
burden of disease and
death.
Furthermore,
while
Ebola, Marburg and other
highly lethal (but often
poorly transmitted) newly
discovered infections periodically emerge to trigger
fear, much of the greatest
underlying challenge still
comes from diseases identified far longer ago.
So far, only smallpox has
been eradicated, and that
was a rare example of a
slow-developing,
quickly
identifiable disease unable
to survive without a human
“host”. Many others, includ-

ing polio and malaria, are
proving far more difficult to
wipe out.
Infectious
diseases
respect no borders. And global warming, combined
with intensified cultivation
and increased movement of
people, animals and plants,
are all contributing to a
resurgence of problems long
important in the “south”
but until recently neglected
in countries of the industrialised “north”.
The combination of resurgent demand in richer
nations
and
lingering
threats in fast-growing
emerging
ones
helps
explain fresh activity by
researchers into ways to
understand and tackle Dengue
fever,
Japanese
encephalitis and a series of
tick-borne diseases, for
example.
The good news is that
many lethal infectious diseases of the past have been
all but eliminated in richer
countries thanks to the
advent of vaccines – even if
some groups of doubters in
Europe and the US have
slowed vaccination rates
and reduced levels of protective “herd immunity”.
Many of these vaccines –
including polio, measles,
diphtheria, tetanus and
meningitis – are now also
being more rapidly disseminated into poorer nations
with donors’ help, through
mechanisms such as the
Global Alliance on Vaccines
and Immunisation, which
co-ordinates
distribution
and helps win better prices.
Yet gaps remain, and
poor underlying medical
infrastructure, sanitation,
clean water and nutrition

can foster resurgences, as
the recent outbreak of cholera in Haiti (likely to have
been imported by UN peacekeepers) has demonstrated.
Enormous strides have
been made in HIV therapies
over the past two decades
to hold the virus in step.
Yet the continued spread of
infection to millions of new
people each year serves as a
reminder of both the importance of prevention and the
practical difficulties of modifying human behaviours
such as unsafe sex and
injecting drug use with
shared needles.
In fact, human actions
provide many important
threats to tackling infectious
disease,
notably

Rising concern over
hospital-acquired
infection is starting
to stimulate
innovation over
hygiene, screening
and isolation
through the largely manmade problem of drug
resistance. Excessive use of
antibiotics in animal husbandry, for example, combined with inappropriate
prescription and non-completed courses in humans,
are threatening the value of
essential treatments.
Rising concern over hospital-acquired infection is
starting to stimulate innovation over hygiene, screening and isolation. It is also
sparking efforts to find new
drugs despite the considera-

Needle work: a boy is vaccinated against flu in Mexico
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ble scientific challenges.
And it is triggering discussions on new models of pricing and usage, since the traditional
pharmaceutical
model driven by high volume sales itself pushes to
inappropriate overuse.
Instead, drug companies
are seeking pooled incentives from coalitions of governments
that
would
reward the development of
a powerful new generation
of antibiotics with high
prices while reducing the
temptation to maximise
their use and undermine
their long-term viability.
Drug resistance is a concern in tackling other infectious diseases too, such as
HIV, malaria and tuberculosis, where medicines may
be taken inappropriately or
incompletely, or may be
counterfeit or substandard
because of poor manufacturing.
Very often, simple reformulation – such as recent
efforts to identify childfriendly, soluble and better
tasting drugs for diseases
including HIV and malaria
– can prove as important as
radically new medicines.
But the small commercial
markets such products offer
has also required innovation in drug development
organisations, with the
advent of public-private
partnerships such as a new
deal between Cipla, the
Indian generic drug company, and the Drugs for
Neglected Diseases Initiative, for paediatric anti–
retroviral medicines.
Many criticised governments and public health
organisations for crying
wolf over the flu pandemic,
pointing out that the H1N1
strain ultimately proved relatively benign. The reality
was that it offered a dry
run for something potentially far worse to come,
and
was
a
sobering
reminder of the continued
limitations of human interventions against Nature.
Infectious diseases still
have tremendous power to
shorten life, and the need
for fresh innovation in the
field – from prevention,
through control to treatment – and remains as
important as ever all
around the world.

families and so on to persuade
well qualified doctors to move
into rural, lower technology
environments.
The danger – highlighted in
countries such as the UK – is
that such general practitioners
become too powerful gatekeepers, slowing down referrals
when necessary.
A related approach is “task
shifting”, whether to pharmacies – now already conducting
vaccinations, medicine reviews
and simply diagnostic tests – or
to lower skilled healthcare
workers and volunteers, despite
resistance from better qualified

medical cadres.
There is also likely to be a
push for individuals to take
more responsibility for their
own health, with the use of
information technology and
mobile phones to help with everything from remote monitoring
to medicine compliance.
Aside from incentives or penalties linked to screening and
exercise, one trend is greater
individual responsibility for
health checks and over-thecounter medicines. One potential tool is the “polypill”, a combination of cholesterol- and
blood pressure- lowering drugs
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to reduce the risk of heart
attacks and stroke. Bought
cheaply and taken without
detailed diagnostics by all those
aged over 55, it should help
sharply reduce the number of
hospital admissions..
Such approaches may push
more cost back on to individuals, too. The key will be to
ensure a balance between, on
the one hand, people taking the
initiative and paying while
health systems are reluctant to
innovate, and, on the other, the
extra costs putting people off
doing anything when they pay
themselves.

