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Abbreviations

DALY - disability-adjusted life year
DMC - developing member country
GDP - gross domestic product
HIV/AIDS - human immunodeficiency virus/acquired

immunodeficiency syndrome
HPN - health, population, and nutrition
IMR - infant mortality rate
Lao PDR - Lao People’s Democratic Republic
M&E - monitoring and evaluation
MMR - maternal mortality ratio
NGO - nongovernment organization
ODA - Official Development Assistance
OECD - Organisation for Economic Co-operation and 

Development
PHC - primary health care
PRC - People’s Republic of China
STD - sexually transmitted disease
TA - technical assistance
TB - tuberculosis
WHO - World Health Organization

iii



iv

Glossary

Capitation: A system of health care provider reimbursement in which payment is
made for each patient on the roster of the provider, regardless of frequency of visits
or type of services received by the patient. A health maintenance organization (HMO)
is an example of a capitation-based reimbursement scheme.

Efficacy: The impact of a preventive or clinical intervention under carefully con-
trolled conditions. Efficacy represents the best possible outcome that can be achieved
by an intervention and contrasts with effectiveness, which describes the impact
under real-world conditions.

Fee for Service: A system of health care provider reimbursement in which pay-
ment is made for each service provided to a patient, regardless of who finances the
payment.

Infant Mortality Rate: The annual number of deaths of children less than one year
of age expressed per 1,000 live births. It approximates the probability of dying
between birth and exactly one year of age.

Life Expectancy at Birth: The number of years newborn children would live if
subject to the mortality risk prevailing for the cross-section of population at the time
of their birth.

Maternal Mortality Ratio: Number of maternal deaths per 100,000 births attribut-
able to pregnancy, childbearing, or puerperal complications, i.e., within six weeks
following childbirth.

Morbidity: Illness or incapacity due to a disease.

National Health Accounts: The breakdown of all health expenditures in a country
into categories based on sources and uses of funds.

Prevalence Rate: The number of cases present at a given time divided by the
estimated population at the same time.
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Primary Health Care: The first level of health care for a community, which gener-
ally includes preventive services, health education and promotion, reproductive
health services, efforts to improve nutrition, and basic curative care such as treat-
ment of diarrhea, acute respiratory-tract infection (ARI), and tuberculosis (TB). The
World Health Organization (WHO) also considers the first level referral hospital as
part of the primary health care system.

Tertiary Care: Health services carried out in a hospital that provides the highest
technical level of care available. It includes provision of services by specialist doc-
tors using more advanced diagnostic and treatment technologies than are available
in lower level hospitals.

Total Fertility Rate: The number of children that would be born to a woman if she
were to go through her reproductive life experiencing the current age-specific fertility
rates.

Under-Five Mortality Rate: The annual number of deaths occurring among chil-
dren who have not reached their fifth birthday, expressed per 1,000 live births. It
approximates the probability of dying between birth and exactly five years of age.



Contents

Executive summary

Introduction 1
Major themes 1
Development of the policy paper 3

Regional health context 5
Health status 5
Major trends in the health sector 14
Financing of health services 20
Global commitments to the health sector 22

The Bank’s involvement in the health sector 25
Trends in Bank lending 25
Performance of health sector lending 26
Relations with bilateral and multilateral organizations 29

Issues and options 33
The health of the poor, women, and indigenous peoples 33
Setting clear priorities 37
Mobilizing resources for the public health sector 38
Building managerial capacity 43
Testing innovative approaches 45
Introducing effective, new, and affordable technologies 46
Focusing on functions which constitute public goods 47
Increasing collaboration between public and private sectors 50

The Bank’s health policy 57
Rationale for investing in the health sector 57
The Bank’s health sector strategy 62
Implications for the Bank 70
Recommendation 73

vii



ix

Executive summary

H ealth conditions in the Asian and Pacific region have dramati-
cally improved over the last 35 years. The under-five mortality
rate declined 60 percent, the most rapid rate of decline observed in its

history. Improved health status has been accompanied by a 47 percent decline in
the total fertility rate. Despite the impressive progress, there is much more that needs
to be accomplished. Infant mortality rates (IMRs), particularly in South Asia, are
higher than in any other region in the world, except Sub-Saharan Africa. The region
is home to more than 75 percent of the malnourished children in the world. The
poor, women, and indigenous peoples bear a disproportionate burden of this ill
health. The poorest-income quintile suffers an IMR that is about 2.8 times higher

than the wealthiest quintile, and the poor
face more grave economic consequences as
a result of being sick. Almost half of the
financial crises faced by the poor arise from
meeting medical expenses. Women also face

a high burden of disease as witnessed by high maternal mortality ratios that have
changed little in the last 20 years. In most countries, indigenous peoples suffer an
infant mortality rate that is about twice that of the general population. Despite progress
in making modern contraception available to couples, there are still countries and
regions with such high fertility as to interfere with their economic and social devel-
opment. In addition, there is a rapid increase occurring in the prevalence of smok-
ing, HIV/AIDS, and use of illegal drugs.

The Policy for the Health Sector is intended to make the Bank’s efforts in
addressing these challenges more effective and efficient. While health and popula-
tion activities are inextricably linked, population issues are not examined in detail
in this paper as they are addressed in the Bank’s Population Policy (approved by

Health conditions in the Asian and
Pacific region have dramatically
improved over the last 35 years.
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the Board in 1994). Similarly, this paper does not explore nutrition interventions in
detail, as these are being examined under a regional technical assistance project
and will be addressed in a forthcoming policy paper on nutrition.

The financial crisis in Asia is undermining the social progress made over the
past several decades as millions of people are being thrust deeper into poverty.
The poor and the newly unemployed have been forced to reduce spending on
health at the same time as the cost of pharmaceuticals and other inputs have been
increasing. Decreases in health insurance coverage and a significant shift from pri-
vate to public health care facilities is putting additional stress on the public health
care system. The financial crisis highlights
the role of the government in ensuring that
the poor, women, and other vulnerable
groups have access to basic affordable
health care and points to the need for poli-
cies that promote access, equity, and system
efficiency.

Major trends that will have important consequences for the health sector in the
region include (i) the epidemiological transition from infectious illnesses to non-
communicable conditions at the same time as threats from infectious diseases such
as HIV/AIDS and tuberculosis are emerging; (ii) the demographic transition to low
fertility, which will result in a 60 percent increase in the population that is 60 years or
older by 2020; (iii) urbanization, which will result in greater health hazards for the poor
and more complex health care delivery systems; and (iv) technological advances, par-
ticularly in the area of vaccines, diagnostic tests, and information technology.

The Bank’s first loan in the health sector was approved in 1978, and 35 loans
were approved for a total of $1.2 billion by the end of 1998. Health sector lending
as a proportion of total Bank lending averaged 1.5 percent over the last decade;
there is no obvious upward trend. This is significantly lower than comparator orga-
nizations. The nature of Bank lending has shifted toward primary health care and
greater investments in software as opposed to civil works. As judged by
postevaluation reports, the performance of health sector loans has been similar to
other sectors within the Bank. There has been a lack of objective indicators by
which to assess performance, although there have been recent improvements in
this area. There also appears to have been an improvement in recent years in the
quality of the design of health sector loans. In its health sector operations, the Bank
recognizes the importance of close coordination with partner institutions. The Bank
has relied on the skills, knowledge, and experience of WHO, World Bank, UNICEF,

The financial crisis highlights the role
of the government in ensuring that the
poor, women, and other vulnerable
groups have access to basic affordable
health care.
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UNFPA, and bilateral organizations. Formal cofinancing with multilateral or bilateral
organizations has taken place in 34 percent of health sector loans; levels of cofinancing
were substantially higher in the last six years compared with previous years.

The key issues confronting the health sector are (i) the health of the poor,
women, and indigenous peoples; (ii) setting clear priorities to ensure the most
efficient use of resources; (iii) mobilizing resources for the public health sector;
(iv) building managerial capacity; (v) testing innovative approaches; (vi) introduc-
ing effective new technologies; (vii) focusing on functions which constitute public
goods such as research, health education, and regulation; and (viii) collaboration
between the public and private health sectors.

Assisting the health sectors in its developing member countries (DMCs) pro-
vides a means for the Bank to achieve its five strategic development objectives.
First, improvements in health support economic growth through (i) increased worker
productivity, (ii) increased returns to investments in education, (iii) increased returns
to other factors of production, and (iv) freeing up financial resources by prevent-
ing disease. Second, investments in health help to reduce poverty. The poor suffer
from worse health status and face more serious economic and financial conse-
quences when they become ill. The poor themselves rank access to health services
as a highly felt need. Third, enhancing the health of women will improve their lives
and status. Improving their access to health services will reduce gender-based
inequities and contribute to the well-being of their families. Fourth, investments in
health are a key aspect of human development and population planning. Increas-
ing access to integrated family planning and maternal and child health services has
a significant effect on both health status and fertility. Finally, investments in health
contribute to environmental protection by encouraging slower population growth
which will stabilize population pressure on natural resources.

Besides accomplishment of its development objectives, Bank assistance to the
health sector benefits from the demonstrated effectiveness of health interventions.
A growing body of scientifically rigorous evidence supports certain interventions
and provides confidence that investments in these will have a dramatic impact.
Government and Bank intervention in the health sector is justified because of the
positive externalities associated with many important interventions, market failures,
and equity considerations.

The Bank’s overall approach to the health sector will be to assist DMC govern-
ments in ensuring their citizens have broad access to basic preventive, promotive,
and curative services that are efficacious, cost-effective, and affordable. The Bank
will increase its health sector lending in consultation with DMC stakeholders. Its
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activities in the health sector will be guided by five strategic considerations out-
lined in the health sector policy matrix in this report (see page 94).

(i) The Bank will work to improve the health of the poor, women, children, and
indigenous peoples by (a) increasing its lending for the health sector and
maintaining its current emphasis on primary health care (including reproductive
health, family planning, and selected nutrition interventions); and (b) focusing
on vulnerable groups with particular attention to women, and measuring the
extent to which the poor, women, and indigenous peoples have access to health
services.

(ii) The Bank will maintain a focus on achieving tangible, measurable results by
(a) further strengthening monitoring and evaluation of all health sector activities,
(b) emphasizing interventions with strong evidence of effectiveness,
(c) improving the quality of loans at entry, and (d) improving implementation
of health sector activities.

(iii) The Bank will support the testing of innovative approaches and the rapid
deployment of effective and affordable new technologies through (a) financing
pilot tests of new approaches to health care financing, organization, and
management; and (b) helping support the deployment of new technologies,
particularly new vaccines.

(iv) The Bank will play a significant role in health sector reform by encouraging
DMC governments to take an appropriate and activist role in the health sector.
This will involve engaging in policy dialogue to encourage the DMCs to
(a) increase their budgetary allocations for primary health care; (b) diversify their
sources of health care financing; (c) collaborate more extensively with the private
sector; and (d) increase support for public goods such as research, health
education, and regulation.

(v) The Bank will increase the efficiency of its health sector investments by (a) helping
to strengthen management capacity of the public sector in the DMCs;
(b) improving its economic and sector work, and strengthening linkages with
other sectors; and (c) further strengthening its collaboration with partner
institutions operating in the health sector.
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Introduction

Major themes

T his paper addresses the challenges and opportunities facing the
health sector in the Asian and Pacific region over the next decade.
To have an impact on the overall health of Asians, a number of significant

challenges need to be met. Chief among them is improving the health of the poor,
women, and other vulnerable groups so that they too can participate in economic
and social development. While the challenges are great, so too are the opportunities.
New and affordable technologies advances, such as vitamin A supplementation
that can reduce child mortality rates by 23 percent, and accumulating knowledge
about managing, organizing, and financing health care, offer tremendous
opportunities to dramatically improve the health conditions in the region. Making a
difference to the health of these vulnerable groups will require an emphasis on

tangible goals and practical means for accom-
plishing them. Focusing on measurable
results will help the Bank and its develop-
ing member countries (DMCs) meet the
challenges they face.

Results require resources, and therefore financial resource constraints in the
Bank’s DMCs are of central importance. The ongoing economic and financial crisis
is putting pressure on already tight health sector budgets. DMC governments have,
historically, invested a smaller percentage of their budgets in health than govern-
ments in other developing nations.1  Increasing budgetary allocations to the health
sector, particularly for high impact, primary health care (PHC) services, is a priority,
but it is not the only solution to the shortage of resources. Diversifying sources of

1 United Nations Children’s Fund. 1998. The State of the World’s Children. New York: Oxford
University Press.

While the challenges are great, so too
are the opportunities.
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financing, through such mechanisms as social health insurance schemes, is another
major challenge facing the Bank’s DMCs. Increasing public expenditures will not
be effective unless the governments of the region use their resources more effi-
ciently. This will require carefully choosing priorities and focusing on activities that
are efficacious and cost effective.

Given the challenges the region faces in the health sector, there is a need to
innovate and evaluate new methods to address major issues. Since innovation is
critical to success, the Bank can play a leadership role by actively encouraging and
financing innovative approaches. Part of the process of innovation will involve
careful testing and evaluation of these approaches so that useful ones can be sepa-
rated from those that are merely novel. Many of the important innovations will arise
in the area of the relationship between the public and private sectors. While this is
an exciting area, it is also an area where little is known for certain and there will
likely be important differences between countries. In settings such as this, it is inap-
propriate to be prescriptive. Rather, a learning, evolutionary, and empirically based
approach is called for.

An empirical approach to testing new
ideas in management and financing exem-
plifies the need to apply scientific rigor more
generally to health sector activities. The
application of scientific methods and
approaches will be a critical means for
achieving results. For example, rigorous
monitoring and evaluation of the effectiveness of health care delivery will help
ensure impact and emphasizes the need for appropriate management information
systems. Support for certain types of health research will also reap great benefits
and provide the interventions that will constitute the opportunities of the next ten
years. Discovering new interventions will not be sufficient. A scientific approach
will also emphasize the rapid deployment of cost-effective new technologies. Finally,
scientific approaches are needed to critically appraise the evidence for the specific
interventions that are prioritized and the broad organizational changes that are rec-
ommended. The Bank can play a catalytic role by helping in the accumulation and
dissemination of such evidence.

The Bank has been involved in the health sector for 20 years and has made
35 loans aimed at improving health and population services (see Appendix 1). It has
made a significant contribution to the region’s concerted effort to expand publicly
provided health services. Starting in the 1960s, developing countries in the region

Given the challenges the region faces in
the health sector, there is a need to
innovate and evaluate new methods to
address major issues.
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recognized the need to invest in health services and established large public health
care systems, including large hospitals. The public health systems, particularly the
health centers and health posts at the periphery, brought modern health care to
hundreds of millions of people, who previously had not had access to such ser-
vices. The results are impressive. The under-five mortality rate in the region fell
60 percent over the last 35 years, by far the fastest decline in its history. However,
the recurrent costs of running large public health care systems have outstripped the
governments’ willingness to allocate budgetary resources to the sector. The result-
ant lack of funding and hollowing out of the public health systems has brought into
sharp relief the issue of the state’s role in the health sector. There is a growing
recognition that laissez-faire policies will not work and that governments need to
be actively involved in the health sector but that they should do “more steering and
less rowing.” Many of the most important activities in the sector deserve to be pub-

licly financed; however, that does not mean
that they need to be publicly provided.
Delineating appropriate roles for the state
and the private sector in regard to health care
constitutes a key issue for the Bank’s DMCs.

Development of the policy paper
This paper builds on previous Bank papers in the health and population sector,
particularly Health, Population and Development in Asia and the Pacific (1991)
and the Population Policy (1994).2  While health and population activities are inti-
mately linked, population issues are not examined in detail in this paper as they are
addressed in the Population Policy. Similarly, this paper will not explore nutrition
interventions in detail, as these are being examined under regional technical assis-
tance and will be addressed in a forthcoming policy paper on nutrition. In
developing this paper, broad and frequent consultations took place with a wide
variety of stakeholders. In workshops in Bangladesh, Philippines, and Viet Nam,
representatives of governments, academe, nongovernment organizations (NGOs),
community organizations, and the private sector discussed a draft of this paper with
Bank staff. Comments and suggestions were also sought from other DMC govern-
ments, NGOs, academic institutions, multilateral organizations, and individual

2 Population Policy, Framework for Assistance in the Population Sector, approved by the
Board of Directors on  12 July 1994.

The public health systems, particularly
the health centers and health posts at
the periphery, brought modern health
care to hundreds of millions of people.
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experts, and more than 70 written replies were obtained. (A summary of the written
comments and of the discussions in the country workshops is available on request.)
In addition, detailed discussions were held with staff of the World Bank and the
World Health Organization (WHO). The perceptions of beneficiaries were assessed
in two ways: selected NGOs working directly in communities were asked about
their clientele’s felt needs and their perceptions about health and health services
generally, and the medical anthropology and sociology literature was also searched
to find studies regarding beneficiary perceptions.

The diversity of the Bank’s DMCs,
particularly their different stages of economic
development, makes it a challenge to define
issues that apply equally to all of them.
There are certain problems that are more
important for some DMCs than others. For
example, diabetes is a much more common problem in the Pacific DMCs than
elsewhere in the region, while malaria is a more serious problem in Southeast Asia.
(Detailed statistics on the health status of each DMC are available in the Bank’s 1999
publication Health Sector Reform in Asia and the Pacific, Options for Developing
Countries.) However, in spite of the heterogeneity of the DMCs, it is possible to
identify common strategic issues and policy responses. For example, in all the DMCs,
regardless of their level of development, insufficient attention to PHC can have
devastating consequences. The Central Asian republics, despite having highly trained
health workers and a sophisticated health care delivery system, have just emerged
from the worst diphtheria epidemic since World War II, even though the vaccine
needed to prevent the disease costs only $0.25 per fully protected child.

In spite of the heterogeneity of the DMCs,
it is possible to identify common strate-
gic issues and policy responses.
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Regional health context

Health status

Changes in health status

Health conditions in the Asian and Pacific region have dramatically improved
over the last 35 years. The under-five mortality rate declined 60 percent
from 225 per 1,000 live births in 1960 to 88 per 1,000 in 1995. This rate of

decline is unprecedented in the history of the region. Similarly, life expectancy at birth
in the DMCs has increased 39 percent from 46 years in 1960 to 64 years in 1995 (see
Figure 1). Improved health status, particularly the decline in under-five mortality, has
been accompanied by a substantial decrease in fertility. The total fertility rate has
decreased 47 percent from 5.9 children per woman in 1960 to 3.1 children in 1995.
While much work remains to be done in the area of population, previous success,
such as that enjoyed by  Indonesia, Republic of Korea, Sri Lanka, Thailand, and Viet
Nam allow for optimism that further fertility reduction is possible.

Despite the impressive progress made in the physical well-being of its popu-
lation, the region still faces serious challenges in the health sector, including the
following:

(i) Child mortality rates in the DMCs, particularly South Asia, are higher than in
any other region in the world, except Sub-Saharan Africa. Every year in the
region, more than 7 million children under age five years die, and almost all
of these deaths are preventable.

(ii) The aggregate trends hide the fact that the progress over the last 35 years has
been fragmentary. There are countries, such as the People’s Republic of China
(PRC), Sri Lanka, and Viet Nam that have made dramatic improvements in the
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health of their populations. There are other countries, however, where progress
for a variety of reasons has been considerably slower. In Cambodia, for
example, years of war destroyed its health care system and left it with a high
child mortality rate. Census data from Papua New Guinea indicates that the
infant mortality rate (IMR) has actually increased since 1981.

(iii) Even within countries that on average enjoy good overall health status, there
are large pockets of ill health. For example, the PRC has achieved remarkable
gains over the last 35 years; however, in the poorest 9 percent of counties of
the PRC, comprising a population of about 100 million, the IMR is three times
higher than the national average.3

(iv) Malnutrition, particularly in South Asia, remains rampant. The subcontinent
contains 75 percent of all the malnourished children in the world, and the
proportion of its children who are moderately or severely underweight, at
51 percent, is 70 percent higher than in Sub-Saharan Africa.4

3 Hsiao, W.C. 1995. The Chinese Health Care System: Lessons for Other Countries. Social Science
and Medicine 41(8): 1047-55.

4 United Nations Children’s Fund. 1998. The State of the World’s Children. New York: Oxford
University Press.
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(v) The ongoing economic crisis in many DMCs is endangering the health of the
poor, because of reduced incomes, loss of health insurance coverage (for
laid-off workers), and the rising prices of essential supplies. For example, in
Indonesia, the cost of X-ray films increased by 400 percent in the last year. At
the same time, governments’ ability to address these challenges is being
hampered by the tightening fiscal situation.

(vi) Life expectancy in the Central Asian republics has declined since 1987.5

(vii) There are still countries, such as the Marshall Islands and Pakistan, that have
fertility rates so high as to interfere with sustainable economic growth. With
huge cohorts of children born each year, the ability of these countries to
provide minimal health and education services to their children is being
overwhelmed. Sick and uneducated children imply a mortgaged future.

Much of the reason for the dramatic
improvements in health that have been
observed in the region is increased access to

health services. Other factors have played a role in improving health but the effect
of each one, individually, is uncertain. For example, investments in water and sani-
tation may have contributed to improved health but there remains considerable
controversy about the size of the effect, if any. An analysis of changes in life
expectancy in 94 developing countries ascribed half of the improvement to socio-
economic development. The other half of the improvement was attributed to the
provision of preventive and curative health services.6  This conclusion is strength-
ened by the fact that all the newly industrialized economies of East Asia had very
low IMRs before their economies took off. In the latter part of this century, rapid eco-
nomic growth has followed, rather than preceded improvements in health (see Box 1).

Regardless of the importance of other factors, there is no disagreement about
the striking improvements that have been achieved in the provision of health ser-
vices. While reliable data from the 1960s are not available, even figures from 1980
indicate the large improvements that have occurred in access to health care. For

5 World Health Organization. 1992. Highlights on Health in Kyrgystan. Copenhagen. World
Health Organization Regional Office for Europe.

6 Preston, S.H. 1980. Causes and Consequences of Mortality in Less Developed Countries Dur-
ing the Twentieth Century. In Population and Economic Change in Developing Countries,
edited by R. Easterlin. New York: National Bureau of Economic Research; and —. 1985. Mortal-
ity and Development Revisited. In Quantitative Studies of Mortality Decline in the
Developing World. World Bank Staff Working Paper 683.

Sick and uneducated children imply a
mortgaged future.
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example, in Indonesia between 1980 and 1995, measles immunization rates for
children increased from 5 to 70 percent. During the same period access to health
services (defined as being able to reach appropriate health services within one
hour using the usual local means of transportation) improved from 75 to 93 per-
cent. For all of Asia and the Pacific, the ratio of doctors to population decreased
from 1:11,000 in 1970 to 1:4,500 in 1990.7

The health of the poor

The poor in the region, as elsewhere, suffer from much worse health than their
wealthier compatriots. For example, the lowest income quintile in the Lao People’s
Democratic Republic (Lao PDR) experiences an IMR that is 2.8 times that of the
wealthiest income quintile (see Figure 2). Similarly in the PRC, the poorest income
quartile has an IMR that is 2.4 times that of the wealthiest quartile. Much of the
observed difference is due to higher rates of infectious diseases among the poor
and their limited access to basic health services. In the PRC the poorest-income
quartile suffers from an incidence of infectious diseases that is 2.9 times that found
among the wealthy. The distance the poor have to travel to obtain modern health

7 World Bank. 1993. World Development Report 1994: Infrastructure for Development. New
York: Oxford University Press.
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services is also greater. In Pakistan, the poorest-income quintile have to travel 39 per-
cent further to get to a health facility than the average citizen, and coverage of
prenatal care for poor women is less than one third of that for wealthy women.

Not only do the poor suffer from adverse health conditions, they also face
more serious consequences as a result of ill health. As they are more dependent on
their physical labor and have fewer savings, the economic effects of illnesses on
the poor are more severe and frequent. For example, in Bangladesh, 27 percent of
poor urban households indicated that they had faced a financial crisis during the
previous year, and in 47 percent of the cases, the crisis arose from the illness of a
family member and the expenses that were incurred. Similarly, the Grameen Bank
has found that ill health is the single most important cause of default among its
borrowers. The economic consequences of illness on the poor are, to a large extent,
preventable because the diseases that they suffer from disproportionately are ame-
nable to prevention or cure at low cost.

In spite of the benefits to be derived from concentrating public health
expenditures on the poor, most public subsidies in the Bank’s DMCs are being
captured by the upper-income groups. For example in Indonesia, the wealthiest
and the poorest quintiles capture 28 and 10 percent of all public subsidies for health
and 41 and 5 percent of subsidies for public hospitals (see Figure 3). The Asian
economic crisis may exacerbate this problem as the nonpoor switch from private to
public hospital care. Since hospital care accounts for the majority of the public health
budget across Asia, increasing the proportion of subsidies for hospitals that are
captured by the poor poses an important challenge.
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Women’s health

Throughout their lives, women face serious health problems, and specific efforts to
improve their health are of recent origin and limited success. The lack of progress
in improving the health of women is exemplified by the absence of a significant
downward trend in maternal mortality ratios (MMRs) in the DMCs. While under-five
mortality rates and life expectancy have improved considerably, there has been
little change in the MMRs. For example, in Bangladesh from 1972 to 1992, under-
five mortality was cut in half, the total fertility rate declined by one third, but the
MMR remained virtually unchanged. It is also in the area of maternal mortality where
developing Asia is lagging furthest behind industrialized countries. With an aver-
age of 410 deaths per 100,000 live births, the DMCs have an MMR that is 32 times
higher than the average for developed countries. By comparison, the average under-
five mortality rate is 11 times higher than in the industrialized economies.

Women’s health status is affected by complex biological, social, and cultural
factors; however, there are some common issues that cut across most of Asia. First,
women suffer from widespread discrimination as witnessed by the deficits in the
female population arising from excessive female mortality. It is estimated that there
are 29 million and 23 million such “missing” women in the PRC and India,
respectively.8  The problem is pronounced among children in South Asia (see Box 2).

8 Coale, Ansley J. 1991. Population and Economic Development. Princeton, N.J.: Princeton
University Press.
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Second, women have less access to family resources and generally are financially
constrained when they become seriously ill. Third, women often find that the pub-
lic health care system is insensitive to their needs in terms of privacy, access to
female health workers, and availability of services that are particularly important to
them such as family planning and maternal care. Fourth, women face distinct health
problems throughout their lives that require carefully designed responses. For
example, women are more likely to get infected when exposed to sexually trans-
mitted diseases (STDs), less likely to have identifiable symptoms, and thus more
likely to suffer long-term consequences such as chronic infection and infertility. A
similar problem arises with gender-based violence. While males are often assaulted
by casual acquaintances, violence against women is usually chronic and perpe-
trated by men well-known to the victims. Hence, when dealing with women vic-
tims of violence, the health care system will need to ensure a secure environment
and provide a means for addressing the underlying chronic problem. Recent
occurrences of systematic violence against women highlight the fact that this prob-
lem is not simply one of individual violence but a broad social issue. The health care
system will also have to respond to the needs of older women who may be particularly
vulnerable to problems such as osteoporosis which limit their physical access to ser-

vices. Fifth, women generally have less access
to health services than men do. This results
from women having to provide more care for
other members of the family, lacking finan-
cial resources, and being more constrained by
personal security considerations.

The consequences of ill health among women are felt not just by the individuals
directly affected but also by their families. To a large extent, the well-being and proper
development of children depends on the health of their mother. In Bangladesh, chil-
dren (especially girls) are much more likely to die if their mother dies than if their
father dies or neither parent dies.9 Similarly, women in the region are often responsible
for looking after the elderly, and the health and well-being of the latter is thus depen-
dent on women remaining healthy themselves. Women’s contribution to the economic
well-being of the family is substantial but only partly reflected in official statistics. Besides
household work, women are often responsible for producing food. Loss of income

9 Over, M., et al. 1992. The Consequences of Adult Ill-health. Chapter 4 in The Health of Adults in
the Developing World. New York: Oxford University Press for the World Bank; and Feachem,
RG. 1992. The Health of Adults in the Developing World. New York: University Press for the
World Bank.

The consequences of ill health among
women are felt not just by the individuals
directly affected but also by their
families.
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resulting from illness may be particularly deleterious because women tend to spend a
much greater proportion of their earnings on consumption by dependent family
members.

The health of indigenous peoples

Though often discussed, there is little reliable information on the health status of
indigenous ethnic minorities in the region. What information exists suggests that
there is a significant problem. In Viet Nam, indigenous peoples suffer an IMR that is
between 1.75 and 2.75 times higher than ethnic Kinh (Vietnamese). In Lao PDR, the
IMR among the Lao Theung and Lao Sung is 30 percent higher than among lowland
Lao (Lao Loum) and chronic malnutrition (stunting) is 31 percent more prevalent among
the former. Part of the explanation for the poorer health status among the ethnic groups
is that they tend to live in very remote rural areas where they have little physical access
to health services. In Lao PDR, the Lao Theung and Lao Sung have to spend 65 percent
more time to get to a health facility than the Lao Loum. While physical access is impor-
tant, there are other impediments that limit access to services, such as the shortage of
indigenous health workers. Ethnic minorities also tend to rely more heavily on tradi-
tional practitioners and have had less exposure to information about modern medi-
cine. For example, 91 percent of lowland Lao women knew about modern methods
of contraception, compared with only one third of indigenous women.

Major trends in the health sector

The epidemiological transition

The epidemiological transition is the shift in the burden of disease from primarily
communicable illnesses, such as diarrhea, pneumonia, and tuberculosis (TB), to
noncommunicable conditions such as heart attacks, depression, strokes, and cancer
(see Box 3 for more information on the burden of disease). Currently, the burden of
disease in the region results principally from communicable diseases, maternal
conditions, and nutritional disorders. By 2020, the proportion accounted for by non-
communicable diseases will nearly double to about 67 percent.10  Influencing the
occurrence of noncommunicable diseases will require the encouragement of healthy
behaviors such as avoidance of alcohol and drugs, consumption of a nutritious diet,
regular exercise, and cessation of cigarette smoking. Tobacco consumption is high and

10 Murray, C.J., and A.D. Lopez. 1996. The Global Burden of Disease. Cambridge, Massachusetts:
Harvard University Press.
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increasing, and will have devastating health and economic consequences in the DMCs.
For example, one out of every six citizens of the PRC alive today will die as a result of
smoking. For the region as a whole, 11 percent of the burden of disease will be attrib-
utable to cigarette smoking by 2020.

As important as the epidemiological transition is, infectious diseases will
remain a critical threat to the health of all Asians. For the poor especially, communi-
cable diseases will continue to be a major cause of mortality and morbidity. This
implies that the DMCs will have to confront infectious diseases and malnutrition at
the same time as they attempt to deal with chronic illnesses. Tuberculosis, for
example, will not significantly decline over the next two decades and the emer-
gence of strains of the disease that are resistant to available medicines has already
occurred. The prevalence of these drug-resistant strains will increase substantially
unless there is significant improvement in tuberculosis control efforts in the DMCs.
The 1994 outbreak of pneumonic plague in India and the 1997 avian flu problem
in Hong Kong, China are good examples of the constant health and economic
dangers that infectious diseases represent to the whole of Asian society.

+�	�����&�����������*�C@I��C���
0 3 6 9 12

Smoking

TB

HIV/AIDS 1990

2020



17

The threat of infectious diseases to the health of the region is best exempli-
fied by HIV/AIDS. Its prevalence is increasing dramatically, and some of the DMCs,
such as Cambodia, India, Myanmar, Thailand, and Viet Nam, are in the midst of
large HIV/AIDS epidemics. Even those DMCs with low HIV prevalence will need to
promote safe sexual practices through intensive health education aimed at tangible
changes in behavior. A high priority for all the DMCs will be the aggressive treatment
of sexually transmitted diseases (STDs) which can help prevent the dramatic spread

of the disease. Transmission of HIV/AIDS
through intravenous drug use also needs to
be addressed if the disease is to be con-
trolled. Like other infectious diseases, HIV/
AIDS exacts a heavy toll among the most vul-
nerable. The poor have less access to infor-
mation, are less able to afford the costs of

prevention, have limited access to diagnosis and treatment, and are more finan-
cially vulnerable when they become sick. Women appear to be at a greater biological
risk than men of acquiring the infection and in many cultural settings are less able to
negotiate with their partners for safer sex.

The demographic transition

Improvements in health (with consequent increases in life expectancy) and declin-
ing fertility in all the DMCs mean that the proportion of elderly will rapidly increase
in the coming years. The proportion of the population that is over 60 years old will
increase from 7.5 percent in 1990 to almost 12 percent in 2020, and the absolute
number will increase from 200 million to 455 million. This rapid increase has
important implications for the health policies of the Bank and its DMCs. Much of
the disease burden among the elderly results from chronic, noncommunicable
diseases that are difficult and expensive to treat. Indeed, almost all the shift toward
noncommunicable diseases that will occur between 1990 and 2020 will be due to
demographic changes. Because the elderly need more and more expensive health
care, the demand for health services, and their cost, will increase dramatically as
populations age. Moreover, the increase in the elderly population is being accom-
panied by the disintegration of family and community support systems for the aged,
resulting from, among other factors, rapid urbanization and decreases in the ratio of
workers to elderly dependents. With fewer traditional support systems available,
DMC governments will have to begin developing mechanisms to finance health
care for the elderly. The challenge in developing these mechanisms will be to ensure

Transmission of HIV/AIDS through
intravenous drug use also needs to be
addressed if the disease is to be
controlled.
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that they do not reduce the resources available for other priorities such as preventive
health care and maternal and child health services.

Urbanization

Over the next three decades, the urban population of the region is expected to
increase dramatically from 1.2 billion in 1995 to 2.5 billion in 2025 and more than
400 million will reside in cities of 10 million or more.11 Available data from house-
hold surveys indicate that, on average, urban populations enjoy better health status
than those in rural areas. For example, in Papua New Guinea, the IMR is 34 per
1,000 live births in the cities but 87 in the countryside, a pattern that is observed in
all the countries in the region. However, this simple type of analysis hides the large
disparities that exist between income classes.
A study in Manila showed that the IMR was
2.8 times higher in a slum area than for
nonsquatter areas. Hence, the urban poor
suffer from health conditions that are signifi-
cantly worse than simple rural/urban com-
parisons suggest.

Much of the difference in health status between the urban poor and other
sectors of society results from the greater prevalence of infectious diseases due to
high population densities, poor ventilation, and inadequate nutrition. For example,
TB is prevalent among the urban poor because inadequate ventilation and lack of
light allow the TB bacterium to survive longer in the air and spread the infection.
Vaccine-preventable diseases such as polio and measles are also more prevalent in
crowded cities and efforts to control these diseases will flounder if the urban slums
remain as a large reservoir of infection. The urban environment also significantly
contributes to the health problems of the urban poor. The lack of safe water and
adequate sanitation likely results in greater prevalence of diarrhea: in the slums of
Dhaka, diarrhea is twice as prevalent as it is in the rural areas of Bangladesh.12  In
addition, lead and air pollution are more serious threats to city dwellers than to rural
residents.

In the urban areas, people have access to a wide variety of health care pro-
viders, including for-profit modern hospitals, private practitioners, pharmacies,

11 Asian Development Bank. 1996. Emerging Asia: Changes and Challenges. Hong Kong: Asian
Development Bank.

12 United Nations Children’s Fund. 1996. Achieving the Mid Decade Goals for Children in
Bangladesh. Bangladesh: Bangladesh Bureau of Statistics, Ministry of Planning, Government of
the People’s Republic of Bangladesh, with assistance from UNICEF.

TB is prevalent among the urban poor
because inadequate ventilation and
lack of light allow the TB bacterium to
survive longer in the air and spread the
infection.
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NGOs, public sector health facilities, and traditional healers. This array of service
providers compels governments to consider their role in the health sector. Given
the extensive network of providers, there is a less obvious need for the public
sector to be involved in the direct provision of health care, particularly for the emerg-
ing middle class. However, the public sector will still have to ensure that (i) the
poor have adequate access to affordable services; (ii) there is delivery of public
goods such as health education and vaccination; and (iii) there is coordination,
support, and regulation of private sector activities, including the enforcement of
environmental health regulations.

Technological trends in health

Technological advances in the last few years and exciting new developments on
the horizon provide tremendous opportunities for the DMCs to significantly improve
the health of their populations. For example, one of the outstanding successes in
public health in developing countries in the last 20 years has been the advent of
widespread child and maternal immunization. In the region as a whole, measles
immunization coverage in 1995 reached 84 percent of children, resulting in almost
500,000 lives being saved every year. So far, immunization efforts have focused on
just six diseases where low-cost vaccines are available: measles, pertussis, tetanus,

diphtheria, polio, and TB. However, with
advances in biotechnology, the next 10 to
15 years will witness the introduction of pow-
erful new vaccines against some of the most
important infectious diseases affecting the
people of the region. The most exciting
developments are occurring in vaccines

against rotavirus (a major cause of diarrheal deaths in children) and pneumococci
(the leading cause of pneumonia, which is the principal cause of death in children
under five).

Two other promising areas of technological advance in the next decade will
be easier diagnosis of important diseases and better access to information. Recent
discoveries provide more accurate, inexpensive, and practical means for diagnos-
ing illnesses, particularly infectious diseases. For example, a newly developed test
can accurately make the diagnosis of the most dangerous type of malaria based on
a finger-prick blood sample.13  This test will be of particular use in places without

13 Beadle, C., et al. 1994. Diagnosis of Malaria by Detection of Plasmodium Falciparum hrp-2
Antigen with a Rapid Dipstick Antigen-capture Assay. Lancet 343: 564-68.

One of the outstanding successes in
public health in developing countries in
the last 20 years has been the advent of
widespread child and maternal
immunization.
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access to highly trained staff, well-equipped laboratories, and electricity. Informa-
tion technologies may also increase policymakers’ access to high-quality information.
The world wide web will increase policymakers’ physical access to information,
and systematic reviews of research studies will improve the quality of the available
information. For example, researchers have formed the Cochrane Collaboration14

to summarize and disseminate the results of trials in clinical medicine and public
health. These summaries provide a powerful tool for policy analysis by allowing
officials to understand the results of all relevant studies.

Financing of health services

Financing health services in the DMCs

The largest source of health care financing in the Bank’s DMCs comes from private
expenditures, most of which are out-of-
pocket. Data from national health accounts
provide the most reliable indication of the
shares of private and public expenditures.
These data indicate that government budget-
ary allocations account for much less than half of total expenditures. In the Philippines,
they account for 44 percent of total expenditures and, in India, 22 percent.
Typically, 70 percent or more of the public subsidies support public hospitals, leaving
less than 15 percent of total health expenditures to cover primary health care.

Experience in high-income countries

As the Bank’s DMCs undertake reforms in health sector financing, the experience
of developed countries may provide some useful information to guide policy for-
mulation. Over the last 20 to 50 years, every high-income country in the Organisation
for Economic Co-operation and Development (OECD), with the exception of the
United States, mandated universal coverage of prepaid health care, i.e., some form
of social health insurance in the broadest sense. Although the specific approaches
have differed the results have been similar. Universal coverage has been achieved;
life expectancy is generally higher than would be predicted from the gross domes-
tic product (GDP) and education levels; and most systems are actually single-payer
systems, with the attendant capacity for controlling cost inflation. In these countries,

14 http://www.update-software.com/ccweb/cochrane/cdsr.htm

The largest source of health care financ-
ing in the Bank’s DMCs comes from
private expenditures.
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which are the world’s most market-oriented economies, public sector financing
(including publicly mandated finance) ranges from 80 to 97 percent of health

expenditures. This experience suggests that
mandating universal coverage is a practical
long-term policy objective.

Developed countries currently spend
an average of 8 percent of their GDP on

health services.15  In all the high-income countries, there is a consensus on the need
to contain spiraling health care costs but less agreement on how this is best accom-
plished. Over the last two decades, experience in these countries suggests the
following tentative conclusions:

(i) Leaving health care to the interplay of market forces with minimum public
intervention has led to rapid cost escalation, widening inequities, and poorer-
than-expected health outcomes.

(ii) Reimbursement of health care providers on a fee-for-service basis has generally
led to more rapid growth in health care costs than other methods of
reimbursement. Use of capitation (where providers are given a fixed fee each
year for each patient on their roster, regardless of whether or not the patient
received services) or salaries, likely results in more effective cost containment.

(iii) Unrestrained growth of the provision of high-technology services, such as
magnetic resonance imaging, combined with fee-for-service re-reimbursement
schemes, results in substantial cost escalation. The rapid increase in total health
expenditures experienced in the Republic of Korea over the last ten years
provides a particularly useful example for the DMCs.

(iv) While direct government intervention has resulted in some cost containment,
there is increasing interest in using quasi-market and private sector approaches.
A number of countries are experimenting with the contracting out of
nonclinical services and others are testing internal markets and managed
competition as a means for increasing efficiency.

Mandating universal coverage is a
practical long-term policy objective.

15 Organisation for Economic Co-operation and Development. 1994. The Reform of Health Care
Systems: A Review of Seventeen OECD Countries. Health Policy Studies No. 5. OECD, Paris.
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Global commitments to the health sector
At a series of international conferences, world leaders have affirmed that universal
access to basic health services is a critical aspect of social development and pov-
erty reduction. Quantifiable and time-
bound targets were established and
endorsed by the World Health Assembly in
1978, the World Summit for Children in
1990, the International Conference on
Nutrition in 1992, the International Confer-
ence on Population and Development at
Cairo in 1994, the World Summit for Social Development at Copenhagen in 1995,
and the Fourth World Conference on Women at Beijing in 1995. (Examples of
these targets are a one-third reduction in under-five mortality rates, and the
achievement of 90 percent immunization coverage by the year 2000.) The targets
endorsed by these conferences and summits represent an international
commitment to the provision of basic health services, including family planning,
reproductive health, and nutrition, to all people. Beginning with the Cairo and
Copenhagen conferences, the international community called on developing
countries and their partners to translate their commitments to the specific targets
into “a mutual commitment between interested developed and developing coun-
try partners to allocate, on average, 20 percent of official development assistance
(ODA) and 20 percent of the national budgets, respectively, to basic social pro-
grams.”16  This 20/20 commitment, as it came to be called, defines basic social services
as basic health, including reproductive health, population, and nutrition; primary
education, including early childhood development and basic education for youth
and adults; and environmental health comprising low-cost water supply technolo-
gies and low-cost sanitation.

While total ODA from OECD members has declined over recent years both
as a percentage of GDP and in constant dollars, the situation in health is a little less
clear. From the mid-1980s until 1991, there was a real decline in aid for the health
sector; however, since that time, the amount dedicated to health appears to be
increasing but has not returned to mid-1980s levels in real terms. While the data do

16 United Nations. 1995. The Copenhagen Declaration and Programme of Action: World Summit
for Social Development. New York: United Nations.

World leaders have affirmed that
universal access to basic health services
is a critical aspect of social development
and poverty reduction.
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not allow for an analysis of external assistance to the health sector in the Bank’s
DMCs, overall ODA for the Asian and Pacific region is less than what it was in the
mid-1980’s. In sum, the available data suggest that ODA for health in the DMCs is
lower in real terms than it was 10 years ago and is unlikely to rise appreciably in the
next few years.
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The Bank’s involvement
in the health sector

Trends in bank lending

The Bank’s first loan in the health sector was approved in 1978 and
through 1998 it has lent $1.2 billion for health and population. In
real terms, the Bank’s annual lending, for health and population more than

doubled from 1978 to 1997; however, as a proportion of total Bank lending, it has
not changed and over the last ten years has averaged 1.5 percent. This is a signifi-
cantly lower proportion than other multilateral development banks. The difference
cannot be accounted for simply by the absence of concessional lending to the PRC
and India. In 1996, World Bank lending for health and population to Asia and the
Pacific, excluding the PRC and India, accounted for 7.3 percent of total lending,

almost four times the proportion of the Bank.
There is no obvious upward trend in the pro-
portion of Bank lending for health.

While the Bank has not increased the
proportion of its lending devoted to the
health sector over the last 20 years, the nature
of its lending has changed dramatically. From

1978 to 1991, PHC accounted for only 36 percent. Since the publication in 1991 of
the Bank’s paper Health, Population and Development in Asia and the Pacific,
PHC has taken up almost 66 percent. Similarly, investments in population activities
increased from 2 to almost 20 percent. On the other hand, investments in district
and tertiary care hospitals declined from 55 to 4 percent. There has also been a
noticeable shift in the type of expenditures the Bank has financed. Financing of

The Bank has moved away from merely
funding hardware and is investing more
in the software aspects of health system
development.
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civil works from 1978 to 1991 accounted for 47 percent of total lending but decreased
to 19 percent from 1992 to 1997. Funds for training and management activities such
as supervision, disease surveillance, and management information systems, have
increased from 27 to 47 percent of health sector lending. Essentially, the Bank has
moved away from merely funding hardware and is investing more in the software
aspects of health system development. This tendency has been strengthened by
the use of sector development programs which involve both policy and investment-
type lending.

Performance of health sector lending

Overall performance

The performance of health sector lending in the Bank has been comparable to
other sectors. Based on formal evaluations carried out by the Operations Evaluation
Office, there have been no unsuccessful health sector projects, while the average
for the Bank is 11 percent (see Appendix 2). The amount of delay has been slightly
higher than other sectors, and there have been fewer “generally successful” projects
(33 percent compared with the Bank average of 57 percent). Possible reasons for
the lower proportion of generally successful projects include (i) 50 percent of the
health projects that have been postevaluated were the first Bank-sponsored health
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sector projects in the country, while the comparable figure for all postevaluated
Bank loans was 32 percent; and (ii) all the postevaluated health projects were
approved more than 13 years ago, and therefore do not reflect the newer focus on
PHC, which the Bank has been utilizing since the beginning of the 1990s. As indi-
cated in Appendix 2, there has been a substantial improvement in the design of
Bank loans since the early 1990s.

Monitoring and evaluation

A major factor complicating the evaluation of completed health sector projects is
the lack of objective indicators of success contained in the original designs. Of
health projects approved prior to 1994, only 52 percent had chosen one or more
objective indicators of success during appraisal (none had indicators for each com-
ponent), 28 percent had collected benchmark data, and only 17 percent presented
data for nonproject areas even though all had components that were limited to a
specific geographic area. In the projects where the executing agency was supposed
to develop indicators after appraisal, this rarely occurred. Overall, few of the projects

approved before 1994 complied with the
Bank’s guidelines on benefit monitoring and
evaluation. The picture has improved sig-
nificantly since 1994 (see Appendix 2) as a
result of increased recognition by health sec-
tor staff of the importance of monitoring and
evaluation (M&E). Nonetheless, much work

still needs to be done, particularly in ensuring the collection of baseline data and
consistent use of appropriate comparison groups.

Other aspects of project design

A sector synthesis conducted by the Bank’s Operations Evaluation Office based on
findings from 12 postevaluated loans, and a separate in-depth analysis of all 35 health
sector loans approved until December 1998 carried out by the Bank for this paper
(see Appendix 2), point to the following conclusions:

(i) There has been a substantial change in the design of projects since the 1991
publication of the Bank’s health sector strategy paper Health, Population and
Development in Asia and the Pacific. Generally, it appears that health sector
loans are now more carefully designed (brief descriptions of some recent health
sector loans are in Box 4, 5, 7, and 8 ).

Of health projects approved prior to
1994, only 52 percent had chosen one
or more objective indicators of success
during appraisal.
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(ii) Recent health sector loans have addressed the Bank’s crosscutting concerns
about women and population planning. There has been a significant increase
in the number of projects with components or subcomponents related to
women’s health issues, and this may understate the attention given women’s
health. Other projects that support
PHC included specific indicators
related to women and emphasized
activities intended to improve
women’s health. Similarly, there has
been a substantial increase in family
planning activities.

(iii) Early health sector loans either did not involve consultation with beneficiaries
or did not document it if it occurred. More recent projects have displayed
greater interest in conferring with beneficiaries; however, there is clearly a
need for greater beneficiary involvement in all aspects of project design and
implementation.

(iv) Use of alternative approaches and the testing of innovations has become an
important aspect of health sector loans. Unfortunately, the pilot tests, as
designed, often have not been able to provide definitive answers about the
effectiveness of the innovation they were testing. Most lacked clear indicators
of success and most did not include a comparison group.

(v) Most loans (86 percent) addressed the lack of capacity in the executing
agencies (almost entirely, ministries of health). However, the analyses were
of a general and nonsystematic nature and virtually the only response was
additional training and consulting services. Unfortunately, the training and
consultant inputs were designed in such a way that it would be impossible to
tell whether they had any beneficial effect.

(vi) Recent health sector loans have generally paid more attention to public goods
such as health care research, health education of the general public, and
regulation. However, the funds allocated to health care research have been
minimal, and the activities in health education have only recently included
proper evaluation techniques.

More recent projects have displayed
greater interest in conferring with ben-
eficiaries.
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Relations with bilateral and multilateral
organizations
WHO is the lead technical agency in the health sector worldwide and aims to help
achieve universal attainment of the highest possible level of health. In support of
this goal, WHO has four main tasks: (i) to provide worldwide guidance in the field
of health; (ii) to set global standards for health; (iii) to cooperate with governments
in strengthening national health programs; and (iv) to develop and transfer appro-
priate health technology, information, and standards. WHO maintains very close
relations with the ministries of health in the DMCs, and hence plays an important
role in policymaking, standard setting, regulation, aid coordination, and capacity
building. Generally its country programs do not include large-scale investment
projects and its assistance is usually technical in nature.

The United Nations Children’s Fund (UNICEF) focuses on the protection of
children’s rights, helps meet their basic needs and expands their opportunities to
reach their full potential. UNICEF places emphasis on the most disadvantaged chil-
dren and the countries in greatest need. Its country programs promote the equal
rights of women and girls, and support their full participation in the political, social,
and economic development of their communities. The United Nations Population
Fund (UNFPA) extends assistance to developing countries, countries with econo-
mies in transition, and other countries at their request to help them address repro-
ductive health and population issues; and raises awareness of these issues in all
countries. UNFPA’s four goals are to (i) help ensure universal access to reproduc-

tive health, including family planning and
sexual health, for all couples and individuals;
(ii) support population and development
strategies that enable capacity building in
population programming; (iii) promote
awareness of population and development

issues; and (iv) advocate for the mobilization of the resources and political will
necessary to accomplish these goals.

The World Bank is the largest external financier of health, population, and
nutrition (HPN) projects and its assistance to the sector dates back to 1970. Initial
assistance aimed at expanding access and providing essential supplies, but evolved
to place more emphasis on institutional strengthening and reform of health sys-
tems. The World Bank’s HPN strategy, issued in 1997, emphasizes the need to work
with many partners in the sector to ensure mobilization of sufficient financing for

The Bank recognizes the importance of
close cooperation with partner
institutions.
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the sector as well as sharing of the lessons learned. To date, it has financed about
250 HPN projects for a total of $13.5 billion.

In its health sector operations, the Bank recognizes the importance of close
cooperation with partner institutions. Collaboration with WHO, UNFPA, UNICEF,
World Bank, and other multilateral and bilateral institutions has been extensive.
Almost all projects have involved detailed consultation and coordination with other
development partners active in the health sector of the country concerned. In addi-
tion, WHO and other agencies have participated in loan fact-finding and appraisal
missions. The Bank has relied heavily on the technical expertise that WHO pro-
vides and maintains close high level and technical relationships with WHO region-
ally and by country. Similarly close relationships have been maintained with the
World Bank, UNICEF, UNFPA, and bilateral organizations, through both formal and
informal channels. Formal cofinancing with bilateral or multilateral organizations
has taken place in 34 percent of health sec-
tor loans; levels of cofinancing were sub-
stantially higher in the last six years compared
with previous years. Cofinancing has been
obtained from a wide variety of sources,
including Australia, European Union,
Germany, Nordic Development Fund,
Sweden, United Kingdom, UNFPA, United Nations Development Programme, World
Bank, and WHO. Even in situations where formal cofinancing has not occurred, the
Bank and other development institutions have found mechanisms to coordinate
their activities. There have been four loans in which joint project implementation
units were financed with the World Bank to reduce administrative costs to the gov-
ernments involved. Regional TA and sector work have been undertaken with UNICEF,
World Bank, and other partner institutions.

The Bank’s comparative advantage lies in the financial, economic, and tech-
nical expertise it brings to the health sector, as well as the relatively large-scale and
long-term financing it can provide. This combination of expertise and financing
allows it to work closely with technical agencies, such as WHO and organizations
like UNICEF and UNFPA, that play a key role in advocacy. The Bank enjoys an
advantage in addressing broad issues of health care systems development, which
often require more substantial investments than can be provided by other bilateral
or multilateral partners. Similarly, innovations in health care financing, manage-
ment, and organization require testing on a scale that other development partners
cannot generally provide. The Bank can also help finance the expansion of suc-

Innovations in health care financing,
management, and organization require
testing on a scale that other development
partners cannot generally provide.
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cessful programmatic interventions that have been developed by other agencies.
For example, in Lao PDR, UNICEF helped the Government develop a community-
based approach to malaria control that was then expanded with Bank financing.

Another comparative advantage of the Bank is its ability to bring together
other key players, including ministries of finance and planning, to work with health
care planners and policymakers. Based on the considerable experience gained since
it began lending to the sector in 1978, the Bank can apply the lessons learned from
previous projects to assist policymakers in health sector reform. The Bank has indepth
knowledge of the Asian and Pacific region and has established excellent relation-
ships with DMC governments. This translates into an ability to engage in meaning-
ful and amicable policy dialogue with senior government officials.
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Issues and options

The health of the poor, women, and
indigenous peoples

Focusing on the poor

Alleviating the excess burden of disease borne by the poor can be accom
plished in a number of ways, including (i) increasing physical access to
services; (ii) focusing on the control of health problems that disproportion-

ately affect the poor; (iii) increasing the resources available for health facilities fre-
quented by the poor; (iv) measuring the performance of health care systems in
providing services to the poor; and (v) employing more participatory approaches.

Increasing physical access to services. While there has been significant
improvement in the last 35 years, many of the poor in the region still lack physical
access to health services. One way of improving their access is to establish more
health centers and small health posts, particularly the latter, in rural areas. Another
frequently overlooked tactic is the use of outreach activities. Having health workers

travel regularly to distant villages to provide
preventive and promotive care is a simple
but effective means of increasing the
coverage of services for the poor. Provid-
ing adequate travel allowances can act as a
powerful incentive for health workers to visit
outlying areas regularly.

Focus on health problems of the poor. Much of the difference in mortality
rates between the poor and nonpoor results from infectious diseases. For example,
TB is almost exclusively a disease of the poor, partly due to crowding and the lack

Disease control efforts directed at TB,
malaria, and diarrhea will have dispro-
portionate benefits for the poor because
they bear a larger burden of disease.
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of effective treatment of active cases. Disease control efforts directed at TB, malaria,
and diarrhea will have disproportionate benefits for the poor because they bear a
larger burden of disease.

Increasing the resources available for health centers and health posts.
Public subsidies for health centers and health posts are much more equitably cap-
tured than those for hospitals. Hence, increasing the resources available for these
facilities will also have a disproportionate effect on the poor. Increasing the avail-
ability of supplies, improving quality of care, and improving the working condi-
tions of health workers in these facilities will be efficient means for improving the
health of the poor.

Measuring use of services by the poor. An important means for improving
the health of the poor is to regularly measure the extent to which they are benefit-
ing from health services. Until now, health statistics have rarely been disaggregated
by income level or other indicators of dep-
rivation. Data routinely collected at health
facilities are difficult to break down by
income; however, this is possible to achieve
during household surveys. If DMCs routinely
track disaggregated coverage data as part of
their management information systems, dis-
crepancies between the poor and the better-off can be recognized and alleviated.

Employing participatory approaches. Employing participatory methods at
the field level, such as the formation of village health committees and establish-
ment of a system of community health volunteers, may help improve the respon-
siveness of the health care system to the needs of its clients, particularly the poor.
Unfortunately, implementing these participatory approaches on a large-scale has
proven difficult, although NGOs have enjoyed success in smaller-scale programs.

Targeting health services. Targeting health services is an attempt to increase
the efficiency of the system by withholding subsidies from the nonpoor in favor of
the poorest sectors of the society. However, there is little reason to believe that
targeting, by itself, will increase access. There are a number of other difficulties
with targeting. First, the extent to which ill health and poverty cluster in distinct
geographical locations or among identifiable groups is limited. Data from Indonesia
indicates that targeting the poorest 30 percent of villages will reach only 56 percent
of the poor. Excessive targeting might, therefore, miss a large proportion of the
poor. Second, there are programmatic and managerial costs associated with target-
ing that may be substantial. Third, the data used for targeting may not be accurate,

An important means for improving the
health of the poor is to regularly 
measure the extent to which they are
benefiting from health services.
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resulting in misclassification. Where the data for targeting must be collected, this
may entail a significant cost. Self-targeting through a focus on the health problems
of the poor and facilities more frequently used by them is usually a better and less
costly approach.

Improving women’s health

There are a number of specific actions that DMC governments can undertake in the
health sector to improve women’s health. First, they can ensure women have access
to a package of basic services that include (i) family planning with a wide selection
of contraceptive methods; (ii) tetanus toxoid immunization; (iii) supplementation
with vitamin A, iron, folate, iodine, and where appropriate, protein; (iv) intensive
efforts to control reproductive tract infections; (v) systematic treatment of TB (more
women of reproductive age die each year of TB than of maternal causes); and
(vi) good quality maternal health services. Second, DMC governments can improve
women’s access to these health services in a number of ways. Physical access can
be improved by reducing the time women must travel to obtain services, either
through improved outreach services or establishment of additional health centers
and health posts. Financial access can be improved by waiving or reducing user
charges for women. (This would be easy to implement, but has rarely been tried.)
“Cultural” access to services can be improved by increasing privacy in health facili-

ties, recruiting and deploying more female
health workers, and specifically targeting
greater health education efforts at women.
For example, Indonesia and Malaysia have
begun counseling adolescent women about
family planning and other aspects of repro-
ductive health. Third, DMC governments
can ensure that the health care system, com-

munities, and women themselves, are more gender sensitive. It is important to train
health workers and policymakers in the special needs of women and alert them to
their special role in helping improve the status of women. This should include
training on recognizing and dealing with violence against women. In addition, health
statistics should be routinely disaggregated by gender, where appropriate, so that
gender disparities can be identified and addressed.

Access to services can be improved by
increasing privacy in health facilities,
recruiting and deploying more female
health workers, and specifically target-
ing greater health education efforts at
women.
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Increasing emphasis on the health of indigenous peoples

Improving the health status of indigenous peoples will first require a better under-
standing of their current health status and health needs. In this regard, applied
sociological and anthropological studies will be important in understanding their
views about health and how to sensitively respond to their felt needs. Based on
currently available information, efforts to improve the health of indigenous peoples
should focus on (i) establishing more health centers and health posts in areas popu-
lated by indigenous peoples to improve physical access; (ii) increasing financial
access by reducing or waiving charges; (iii) identifying, training, and recruiting
ethnic minority health workers who can provide services in their communities;
(iv) encouraging the use of beneficial traditional practices alongside modern health
services; and (v) community-based approaches that include traditional leaders.
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Setting clear priorities

Focusing on programmatic interventions

Due to resource constraints, DMC governments and the Bank have to set clear
investment priorities. It is simply not possible for the DMCs to do everything in the
health sector, and a lack of focus increases the risks of poor management, ineffi-
ciency, and ineffectiveness. For prioritizing specific interventions, DMC govern-
ments and the Bank should consider a limited set of criteria: (i) the efficacy of the
intervention and the quality of the evidence supporting it; (ii) the burden of dis-
ease prevented or cured by the intervention; (iii) the ease of implementation of the
intervention taking into account both supply-side and demand-side factors; (iv) the
cost and cost effectiveness of the intervention; and (v) equity considerations, i.e.,

its effect on the poor, women, and indig-
enous peoples. Based on these criteria, a
series of high-priority interventions that all
the Bank’s DMCs should fully invest in are
listed in Appendix 3, Table A3.1.

As an example of a high-priority
intervention, immunization is clearly very effective and can prevent 72 to 98 per-
cent of the diseases for which vaccines are currently being used. The scientific
evidence supporting the effectiveness of the vaccines is impressive. Immunization
also addresses diseases associated with a large burden of preventable disease among
children in the Bank’s DMCs. It is also an intervention that is easy to implement in
the field. The high levels of coverage achieved in the region indicate that DMC
governments have the capacity to provide the service (supply-side issues) and
indicate that parents willingly submit their children for vaccination (demand-side
issues). In fact, immunization has been one of the easiest activities for which to
mobilize community volunteers. Vaccination is also low cost, $15 per fully immu-
nized child, and highly cost effective at $20 per case prevented, making it one of
the most cost effective interventions available. Finally, vaccination addresses
diseases that differentially affect poor people. For example, measles, which is highly
contagious, is much more likely to spread in conditions of overcrowding and is
more likely to be fatal among the malnourished. Given these considerations, and
the positive externalities associated with it, immunization is clearly a high priority
activity that should be publicly financed.

A lack of focus increases the risks of
poor management, inefficiency, and
ineffectiveness.
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The interventions listed in Appendix 3, Table A3.1, are services that all coun-
tries should ensure are delivered to their citizens. However, there are other
interventions that may be good investments but have characteristics that make them
less of a priority (see Appendix 3, Table A3.2). For example, improved weaning
practices are potentially critical because it is a time when young children easily
become malnourished. The problem is that there are few interventions for improv-
ing weaning that have been demonstrated to be effective and low cost.

Investing in the health care system

In addition to prioritizing programmatic interventions, investments in the health
care system itself are required. Almost all the priority interventions listed in Appen-
dix 3 require an effective system of health posts and health centers. However, PHC
typically receives 30 percent or less of government health budgets. It also receives
little managerial attention from ministries of health, partly reflecting the interests
and knowledge of the doctors who are in top management positions. The result, in
most of the DMCs, is that the health posts and health centers that constitute the
infrastructure for delivering cost-effective
PHC services to the poor, are underfinanced
and lack managerial support. Thus, ensur-
ing greater financing for health centers and
health posts and improving the managerial
capacity to support these peripheral facili-
ties constitute urgent priorities.

Mobilizing resources for the public health sector
The level of financing of public health activities in almost all the Bank’s DMCs is
insufficient to address major problems and make substantial improvements in the
health of the population. Much of the problem lies in the low level of investments
in health being made by DMC governments. Even before the onset of the current
economic and financial difficulties, government expenditure on health from 1990
to 1996 was lower in the region than in any other region of the world. Expressed as
a percentage of total government budgets, allocations for health in the DMCs was
only half of the average for all developing countries (see Table 3). The lack of
financial resources is evident in the shortage of drugs and equipment in public
health facilities; the low, demotivating salaries paid (often late) to health workers;
the inadequate maintenance of buildings and equipment; and the failure to deliver

The health posts and health centers that
constitute the infrastructure for deliver-
ing cost-effective PHC services to the
poor, are underfinanced and lack
managerial support.
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all the high-impact, low-cost services listed in Appendix 3. With technological
advances, the gap between what is being achieved and what could be achieved at
low cost will likely widen.

In increasing the funds available for public health services, policymakers in
the Bank’s DMCs face choices in the mechanisms they employ. These mechanisms
need to be assessed in terms of the ability to raise substantial revenues, ease of
implementation, and equity considerations, including the potential to pool risks.
Governments can generate additional funds for public health activities through
(i) increased allocations in government budgets; (ii) external borrowings and grants;
(iii) social insurance; and (iv) user charges. In addition, governments can encour-
age or mandate increased private expenditures on health services.

Increased budgetary allocation. Budgetary allocations make up by far the
largest component of the public health budget and typically account for 70 to
80 percent of the funds available for public health activities. Because revenue col-
lection systems already exist, increasing the allocations for health is administratively
simple. Taxes on tobacco and alcohol provide governments with an opportunity to
generate more revenues and can also reduce consumption, particularly by the poor.
Government budgets provide a means for pooling risks.

As demonstrated by the current crisis in the region, when serious economic
troubles occur, governments may be tempted to decrease budgetary allocations for
health even as the poor find themselves worse off. Decreasing budgets, especially
for PHC, will rob the poor of an important aspect of the social safety net. There are
a number of reasons to believe that DMC governments can increase their health
budgets in the medium term, including (i) developing countries in other parts of
the world spend roughly twice as much on health as a proportion of total
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government expenditure; (ii) as national incomes begin to increase again, govern-
ment revenues will rise as a percentage of GDP; (iii) as incomes increase, experi-
ence suggests that public expenditure will expand as a proportion of total health
expenditures; and (iv) DMC governments, with Bank assistance, are encouraging
more private sector investment in physical infrastructure, privatizing state-owned
enterprises, and reducing subsidies captured by the rich. These policies can free up
resources that could be invested in human development.
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External assistance. The proportion of public sector health expenditures
accounted for by external borrowings and grants varies considerably, but averages
about 10 percent. Smaller countries and those with low incomes tend to exhibit
greater reliance on external sources. While it accounts for a relatively small proportion
of the total, external assistance can have a disproportionate effect because it pro-

vides (i) a large proportion of new capital
investments; (ii) additional, nonsalary
resources that are often used for essential
inputs such as in-service training, drugs, and
vaccines; (iii) advice on technical and mana-
gerial issues; and (iv) the impetus and

opportunity to test new approaches on a pilot basis. External assistance generally
has a beneficial financial impact on the poor. As discussed earlier, the trend in bilat-
eral and multilateral assistance for health originating from OECD countries is unclear
but is unlikely to increase substantially in the next few years.

Social insurance. Based on the experience of most OECD countries, social
health insurance provides the DMCs with an opportunity, in the medium, to increase
financing for health, ensure more equitable access to services, and improve out-
comes. However, such insurance schemes are complex to design and challenging
to administer and should be introduced gradually. Social insurance for formally
employed workers is generally financed through an earmarked payroll deduction
from both the employee and the employer, supplemented by general tax revenues.
Since, in most DMCs the pool of formal sector workers is small, social insurance has
been implemented in only a few countries. Among the DMCs, excluding the newly
industrialized economies, only the PRC, Indonesia, Philippines, Thailand, and
Viet Nam have thus far established sizable social insurance schemes, and they cover
from 17 to 38 percent of the population. Hence, across the region, social insurance
provides about 10 to 15 percent of public financing. While the collection of funds
is relatively simple, payment of benefits can be complex and is open to fraud and
abuse. (New computer software may be able to diminish this problem.) The equity
implications of social insurance can be complicated and depend on the particular
design. Because most benefits are captured by the wage-earning middle class and
well-off health care providers, any government subsidy will be inequitable. In
addition, almost all the schemes implemented thus far put a cap on benefits and
therefore do not offer risk pooling against catastrophic illnesses. The difficulties
encountered with implementing social health insurance in developing countries
point out the need to introduce these schemes cautiously and gradually. Careful

Decreasing budgets, especially for PHC,
will rob the poor of an important 
aspect of the social safety net.
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evaluation of initial efforts based on both quantitative and qualitative information
will allow the identification and correction of problems as the coverage of insurance
widens. While it may take some time to
establish effective social health insurance
schemes, if carefully designed, they can
provide an equitable means for increasing
health care financing and ensuring risk
pooling.

User charges. Charging patients for
services provided, or otherwise financed, by
the government has been promoted as a means to increase revenues for the public
health system. However, when applied to PHC facilities intended to serve the poor,
such charges have distinct disadvantages. For outpatient services particularly in rural
health centers, user charges have not been able to raise more than 15 or 20 percent
of operating costs. Thus, discussions of user charges in the PHC setting need to be
tempered by the fact that they account for a small proportion of total revenues.
User charges for PHC also suffer from some serious difficulties. First, they tend to
be difficult to administer and have high administrative costs relative to the amount
collected. Second, user charges are inequitable as they decrease utilization by the
poor, the young, and the elderly. Unfortunately, there does not appear to be a
simple way of means testing to allow the poor to be exempted. Third, implement-
ing user charges in the public sector leads the private sector to raise their prices,
further reducing options for the poor. Fourth, user charges for services that have
positive externalities, such as the treatment of TB and STDs, can endanger disease
control efforts in the community.

Instituting user charges in hospitals, which disproportionately serve the bet-
ter off, can contribute to increased efficiency and is a sensible approach to cost
recovery. User charges in hospitals may be one means to decrease the inequitable
capture of subsidies. For example, high fees on private rooms in public hospitals
may be used to have the wealthy cross-subsidize services used by the poor. (This
attractive approach has not yet been implemented on a broad scale in the Bank’s
DMCs although Papua New Guinea has started doing this with Bank assistance.) In
addition, formal user charges in public hospitals are preferable to the informal
charges that have become ubiquitous. The administration of user charges in hospi-
tals is usually easier than in health centers because financial and accounting sys-
tems already exist. The major challenge in introducing user charges for hospital
care is ensuring that they do not further diminish use by the poor. In the long-term,

While it may take some time to estab-
lish effective social health insurance
schemes, if carefully designed, they can
provide an equitable means for
increasing health care financing and
ensuring risk pooling.
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this issue can be dealt with through social insurance, but in the short term other
approaches will be required. These may include emergency loans and postpayment
schemes.

Facilitating or mandating private expenditures. Where governments can
facilitate or mandate expenditure of private resources on health, they may be able
to increase total health expenditures. If designed carefully, such policies may also
allow governments to decrease the subsidies captured by the rich, thereby allow-
ing more public resources to be focused on the poor. The mechanisms available to
governments to increase private health expenditures include (i) mandating the pur-
chase of private insurance by identified groups; (ii) establishing a system of medi-
cal savings accounts under which individuals are forced to save a certain percent-
age of their wages in special accounts earmarked to meet future medical expenses;
and (iii) setting up a system of emergency loans to meet the immediate costs of
catastrophic illnesses. Using private expenditures to allow allocation of more pub-
lic funds to the health of the poor is clearly very attractive. However, these approaches
suffer from a number of problems. First, enforcing mandates and managing the
required systems is administratively complex and open to waste and fraud. Second,

they reduce the extent of risk pooling and
the opportunities for cross-subsidization of
the poor by the wealthy. Third, they reduce
social solidarity and create multiple tiers of
health care based on ability to pay. A related
problem is that by removing the wealthy and

politically influential from the public health system, government budgetary alloca-
tions for the sector may decline from their already low levels. Fourth, all these
approaches are virtually untried in developing countries.

Building managerial capacity
Even with carefully selected priorities and sufficient resources, achieving results
will require strong management. There is a broad consensus that a shortage of
management capacity within DMC ministries of health has impeded the develop-
ment of effective and efficient health care systems. Efforts to build such capacity
need to differentiate between the two broad functions of the public sector: (i) service
provision; and (ii) policy development, financing, regulation, monitoring, and
evaluation. Analyzing the capacities of government institutions to carry out these
two functions will be critical to successful management strengthening activities.

Instituting user charges in hospitals,
which disproportionately serve the
better off, can contribute to increased
efficiency.
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Strengthening the management of service delivery

Previous capacity-building activities have focused primarily on the service delivery
function and have generally been limited to the provision of training. While train-
ing may be vital, its effectiveness has not often been evaluated. More importantly,
the training activities do not address a fundamental problem. Ministries of health
and the individual managers within them are rarely held accountable for the results
of their efforts. There are few rewards for success, almost no sanctions for poor
performance, and little incentive to increase
efficiency. In this context, DMC governments
need to ask fundamental questions about
how they can modify incentive structures.

Improving the management of pub-
licly financed health care delivery systems
will require (i) consideration of innovative
approaches that can increase accountability; (ii) the application of modern man-
agement techniques for particular functions such as supervision and logistics; and
(iii) careful monitoring of the quantity and quality of services delivered. Increasing
the responsiveness and accountability of the health system will require new orga-
nizational arrangements and approaches to management.  Purchasing health or
ancillary services from the private sector through contracting or other mechanisms
may provide DMC governments with a means to increase efficiency and needs to
be explored more widely. Granting greater managerial autonomy to staff closer to
the actual site of service delivery will improve services as long as clear accountabil-
ity for achieving results is assured. Another possible approach to improving man-
agement is the more widespread use of performance-based incentives. While these
innovative approaches are currently being tested, there are a number of manage-
ment techniques needed at the periphery that have already demonstrated their
effectiveness. For example, a study in the Philippines demonstrated large benefits
from regular and systematic supervision, and modern logistics management can
improve the availability of drugs and supplies.

Regardless of who is responsible for their delivery, ensuring that services are
being adequately provided at the periphery constitutes the bottom line for capacity
strengthening activities. Hence, it is critical to assess the quantity and quality of
health services. This can be done through the strengthening of management
information systems by conducting health facility surveys, small household surveys,
consultations with clients about their level of satisfaction, and diseases surveillance.

Ministries of health and the individual
managers within them are rarely held
accountable for the results of their
efforts.
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Health facility surveys involve sampling relatively small numbers of peripheral
facilities (typically 40 to 100) and collecting data on the availability of skilled staff,
drugs and supplies, operating funds, adequate records, regular supervision, and
other aspects of quality of care. Small household cluster surveys, typically involv-
ing a few hundred respondents provide crucial data on the quantity (coverage) of
health services being provided. Client satisfaction surveys and focus group
discussions are also vital to ensure that services are responsive to the needs of the
community. Disease surveillance is required to provide policy makers and managers
with usable information about patterns of disease occurrence.

Strengthening capacity in policy development, financing,
regulation, monitoring, and evaluation

The capacity of DMC ministries of health to carry out the “steering” functions needs
to be strengthened. Despite recent efforts to improve policy formulation, many
ministries do not have the resources to analyze health sector needs. Many have not

dealt with issues like decentralization or
rationalization of the public health care sys-
tem. A related problem is that most minis-
tries of health do an inadequate job of
assessing expenditures in the health sector,
leaving managers at all levels with little

accurate information about costs and the availability of resources. Evaluation of
health care system performance is another role that DMC governments have had
difficulty with. The reasons for the poor performance of these functions vary from
country to country but often include (i) lack of attention from senior officials;
(ii) shortage of personnel with specialist skills in these areas because many manag-
ers are doctors with only clinical training; and (iii) inadequate systems and structures
for carrying out these functions.

Testing innovative approaches
Given the compelling financial and organizational challenges facing health care
systems in the region, there is a great need for DMC governments to implement
innovative approaches. Unfortunately, innovation is not synonymous with suc-
cess. Thus, there is a need to rigorously pilot test new approaches to separate the
merely novel from the truly effective. In addition to determining effectiveness,
pilot testing of policy alternatives also provides a means for discovering operational

Ensuring that services are being
adequately provided at the periphery
constitutes the bottom line for capacity
strengthening activities.
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problems prior to widespread implementation. These problems can then be
addressed before large amounts of resources are wasted on what are often costly
and complicated interventions. Through pilot testing, ministries of health can become
learning organizations that increase their efficiency through continuous quality
improvement. The sharing of experiences will help develop an international body
of knowledge about successful practices.

Experience with pilot testing has pointed out a number of problems, particu-
larly the pilot test bias. This occurs when an innovation is implemented in a small
area with (i) levels of financial inputs per beneficiary that are not replicable on a
broader scale; (ii) excessive external technical and management assistance; and
(iii) selection of pilot areas based on high levels of political support that may not be
representative of other areas. With extensive resources and political support, even
poor ideas may be “doomed to success.”
When implemented on a larger scale, these
supposed successes are not replicated. An-
other common difficulty with pilot tests is
the absence of proper evaluation,
particularly the lack of a comparison group.
Without a concurrent comparison and rigorous evaluation, the proponents of an
innovative approach are usually able to claim success. However, when the innova-
tion is scaled up, the lack of effectiveness becomes apparent. Large-scale pilot tests
by their nature reduce, if not eliminate, the pilot-test bias. Testing innovations in
areas with populations in the hundreds of thousands or millions makes it more likely
that expenditures per beneficiary approximate what would be available on a country-
wide basis. External technical and management assistance is also dispersed over a large
area thereby lessening the likelihood that excessive managerial inputs exaggerate per-
ceived effectiveness. Large-scale pilot tests also enjoy economies of scale in carrying
out evaluation, which increases the probability that it will be done properly.

Introducing effective, new, and affordable
technologies
The application of effective, new, and affordable technologies provides the DMCs
with many opportunities to leapfrog problems that plagued rich countries during
their development. Unfortunately in the past, these technological advances, espe-
cially in public health, were usually adopted very slowly. For example, measles
vaccine was licensed in the early 1960s, yet it took almost 30 years before children

There is a need to rigorously pilot test
new approaches to separate the merely
novel from the truly effective.
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in the region routinely benefited from this safe, inexpensive, and cost-effective
vaccine. This story looks ready to be repeated with two relatively new vaccines,
hepatitis B and Hemophilus influenza B (Hib). Both are proven effective and are in
widespread use in developed countries but have barely been introduced in the
Bank’s DMCs. Hepatitis B vaccine, for example, prevents a disease that is wide-
spread in the region, is low cost, and is easy to include in ongoing immunization
activities but is available to less than 20 percent of the infants. With advances in

biotechnology there will be many new tech-
nologies available in the next ten years that
will be of huge benefit to the populations
of the DMCs. Seizing the opportunities that
these technologies provide will require
political support and adequate financing.

The Bank can play a leadership role by helping its DMCs make timely investments
in deploying these technologies.

Focusing on functions which constitute
public goods
The DMC governments have not given much emphasis in the past to functions that
are uniquely their responsibility and which constitute public goods, such as:
(i) research and information collection; (ii) modifying behaviors related to health
and hygiene; and (iii) regulating private sector activities that impinge on health.
Without government, involvement many of these critical activities will simply not
take place and the effects on the health of the population could be dramatic.

Investing in research

Over the last half century there has been inspiring progress in a variety of health
technologies. This newly found ability to prevent or treat illnesses came about pri-
marily as a result of the investments governments and the private sector have made
in research. Sadly, little investment has been made in research focused on health
conditions that affect the poor in developing countries. For example, pneumonia,
diarrhea, and TB constituted 18 percent of the global burden of disease in 1990, yet
attracted only 0.2 percent of the $56 billion spent on health research worldwide.
Not only are the funds available for research on diseases of the poor limited, they
appear to be declining. Between 1988 and 1993, bilateral ODA for health research

With extensive resources and political
support, even poor ideas may be
“doomed to success.”
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and development declined 37 percent.17  This small and declining investment in
research and development is tragic because research and development has yielded
spectacular returns. All the research on the effectiveness of vitamin A in reducing
child mortality cost less than $10 million, yet it has the potential to save more than
650,000 lives per year in Bangladesh, India, Indonesia, and Philippines alone.18

Since 1978 the Bank has invested less than $5 million in health research (less
than 0.5 percent of total health sector lending) and much of this has occurred in the
last few years. WHO has done a careful analysis of research priorities in developing
countries and is helping to coordinate international efforts to increase the funds
available for research and development.19  Useful criteria for the Bank and its DMCs
in prioritizing their investments in research and development include: (i) the stud-
ies should directly relate to practical interventions that are applicable in DMC settings,
i.e., downstream research such as field trials
of new interventions; (ii) the topics should
be ones that the private sector is unlikely to
invest in because of the noncommercial
nature of the intervention; (iii) the research
should relate to diseases or conditions that
disproportionately affect poor people; and
(iv) the topics are not currently being investigated. In addition to helping finance
the research the Bank and the DMCs should ensure that the results are widely
disseminated.

Modifying health-related behaviors

Successful efforts to reduce the burden of disease are often dependent on affecting
people’s behavioral choices. Effective programs to decrease smoking, limit the spread
of HIV/AIDS, improve personal hygiene, reduce the use of illegal drugs, or pro-
mote good nutrition are heavily dependent on influencing behaviors through health
education, social marketing, and community mobilization. These programs are
almost pure public goods and deserve to be publicly financed. The private sector
will simply not invest in efforts to promote healthy behaviors that do not involve

17 World Health Organization. 1996. Investing in Health Research and Development. Report of
the Ad Hoc Committee on Health Research Relating to Future Intervention Options. Geneva:
World Health Organization.

18 Humphrey, J.H., et al. 1992. Vitamin A Deficiency and Attributable Mortality among Under
5-year olds. Bulletin of the World Health Organization 70(2): 225-232.

19 World Health Organization. 1996. Investing in Health Research and Development. Report of
the Ad Hoc Committee on Health Research Relating to Future Intervention Options. Geneva:
World Health Organization.

The research on the effectiveness of
vitamin A in reducing child mortality
cost less than $10 million, yet it has
the potential to save more than
650,000 lives per year.
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the sale of a particular product. Indeed the private sector sometimes promotes
products, such as cigarettes, breast-milk substitutes, and alcohol that can be injurious
to health. Despite the public goods nature of modifying health-related behaviors,
DMC governments are currently spending only a small proportion of their budgets
on it. Few reliable estimates exist of public expenditures on health education but it
is rarely more than 1 percent of the public health budget, even in the era of HIV/
AIDS. Part of the reason for the lack of investment may be that changing people’s
behavior is difficult. In North America, it took more than 30 years and billions of
dollars to change people’s attitudes to smoking. In developing countries, this
difficulty is compounded by the shortage of rigorous studies that explore cost-
effective means of affecting behavior. Nonetheless, modifying unhealthy behav-
iors is so pressing that the Bank and its DMCs need to invest in discovering effective
and efficient means of accomplishing it in the Asian context.

Regulating the private sector

One of the most difficult challenges DMC governments face is effectively, effi-
ciently, and transparently regulating private sector activities that relate to health.
Governments are uniquely placed to regulate such activities, and, while they should
work with other stakeholders, they must ultimately take responsibility. The regula-

tory function is critical, because without it
the health of the population can be put at
grave risk. For example, a Bank-financed
study in the Lao PDR demonstrated that
47 percent of medicines purchased in pri-
vate pharmacies were substandard and

nearly a third were bogus. Until now, DMC governments have not devoted many
resources to regulation, and even where laws and regulations exist, they have been
rarely and inconsistently enforced. Besides the large and burgeoning pharmaceuti-
cal market, governments will need to ensure proper regulation of the food supply,
education and licensing of health workers, provision of curative care, and environ-
mental health hazards.

The obligation to regulate these activities is not just a burden on govern-
ments; it also provides an opportunity to significantly improve the health of the
population. For example, enforcing regulations that remove lead from the
environment can be an extremely cost-effective means to foster the intellectual
development of children. Similarly, ensuring that salt is iodized, wheat flour forti-
fied with iron and vitamin A, and breast-milk substitutes properly marketed can

The regulatory function is critical,
because without it the health of the
population can be put at grave risk.
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provide dramatic benefits for child health. The single most important area for gov-
ernment regulatory efforts will be in tobacco control. Based on a careful analysis of
the global experience with efforts to reduce tobacco consumption, WHO20  has
recommended that governments raise taxes on tobacco such that prices increase
significantly faster than inflation and growth in GDP (the price elasticities in devel-
oping countries are about –0.6, indicating that increased taxes on tobacco boosts
government revenues and decreases consumption, particularly by the poor). WHO
has also recommended that developing country governments (i) impose a total
ban on all advertising and promotion of tobacco products; (ii) mandate very large
warnings in the local language on the front
of each cigarette package; (iii) ban smoking
in public places and in the workplace (as
the Bank itself does); and (iv) publicize the
legislation on tobacco control.

While regulation of private sector
health-related activities is an appropriate role
for governments and affords opportunities to
improve the health of the population, it can also create serious problems. Chief among
the potential dangers are the generation of bureaucratic red tape that stifles enterprise
and corruption that increases costs throughout the system. Although there is limited
experience with successful regulation in the DMCs, there are a number of possible
approaches that should be tried more broadly. These are described briefly in Box 6.

Increasing collaboration between public and private
sectors
The private sector in health is growing rapidly in the region and already accounts
for the majority of total health care expenditures. In spite of its size, many DMC
governments have avoided working with the private sector, partly because of a lack
of familiarity with mechanisms for such cooperation. The collaboration between
the public and private sectors can take many forms, including (i) contracting out
the delivery of health services to private providers or NGOs; (ii) contracting ancil-
lary services such as equipment maintenance, food service, or laundry services in
hospitals to for-profit firms; (iii) training private pharmacy operators on the proper
case management of important diseases such as TB; (iv) working with traditional

Ensuring that salt is iodized, wheat flour
fortified with iron and vitamin A, and
breast-milk substitutes properly
marketed can provide dramatic benefits
for child health.

20 World Health Organization, 1998. Guidelines for Controlling and Monitoring the Tobacco
Epidemic. Geneva: World Health Organization.
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healers, such as traditional birth attendants; and (v) employing private sector man-
agement approaches in public sector hospitals, such as establishing autonomous,
local boards of directors to oversee their operation. Efforts at public-private col-
laboration may have far-reaching consequences because there are likely synergies
between the two sectors that can benefit consumers. Despite its potential, the evi-
dence for the effectiveness of public-private partnerships, thus far, is mostly anecdotal
and of recent origin. Nonetheless, the potential of such collaboration is large and a
variety of approaches are possible.

NGOs. Domestic and international NGOs provide a significant share of health
services in developing countries. For example, they supply more than 10 percent
of clinical services in India and Indonesia. Collaboration between governments
and NGOs has been expanding over the last decade in the health sector, and there
are many opportunities for coordinated action. Since NGOs are already actively
involved in providing services to poor communities, it is natural that governments
should look to them to improve the coverage and quality of health services. This
may take the form of governments contracting with NGOs for the delivery of health
care, an approach the Bank is helping to test formally (see Box 7). However, NGOs
should be seen not solely as substitute service providers for government. Given
their experience in delivering services and their proximity to the community, NGOs,
together with community-based organizations, can play a vital role in the area of regu-
lation of private sector activities, the organization and operation of health financing
schemes, the development of innovative health activities, and policy formulation.

Private drug sellers. Expenditures on drugs (modern pharmaceuticals) in
the Bank’s DMCs are very high and in some countries sales are increasing rapidly.
In Cambodia and the Philippines, pharmaceuticals account for nearly 80 percent of
total health care expenditures. Throughout the region, people often bypass cura-
tive care providers and go directly to private pharmacies. Thus, the operators of
private pharmacies, many of whom are untrained and unlicensed, are the first line
of health care for much of the population. This provides both risks and opportuni-
ties. The major risk is that the management of diseases such as TB or STDs may be
mishandled, resulting in the evolution of organisms that are resistant to available
drugs. An important opportunity is that, if properly trained and alerted to diseases
of public health importance, they can be an effective means of disease control. The
dynamic and extensive sales networks of the private sector can also be used to
market important commodities such as contraceptives and oral rehydration salts for
the treatment of diarrhea.
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Private providers. Individual private health care providers and private hos-
pitals account for much of the growth in the health sector in the region. Despite its
size, there has been little collaboration between the modern private health care
sector and governments. Issues that need to be explored jointly include (i) means
for improving the quality of care, which is closely related to regulation and licens-
ing; (ii) incentives for the establishment of private facilities in underserviced areas;
(iii) government purchase of services from the private sector; and (iv) use of private
hospitals as teaching facilities for training health professionals.

Traditional healers. Traditional medicine remains an important part of the
health care system in the DMCs. The number of traditional health care providers—
including acupuncturists, bonesetters, ayurvedic and homeopathic doctors, and
traditional birth attendants—is typically many times larger than the number of medi-
cally trained physicians, particularly in rural areas. These traditional providers may
represent an important opportunity for governments to improve the delivery of
certain essential health services. Examples from the DMCs include training and sup-
porting traditional birth attendants to improve pregnancy outcomes in Indonesia,
and the Philippines, and utilizing traditional healers to screen for malaria and dis-
tribute antimalarial drugs in Thailand. These programs appear to have been effec-
tive and were implemented at modest cost.
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The Bank’s health policy

Rationale for investing in the health sector

Investment in health and the Bank’s strategic objectives

Investments in health are fundamental to enhancing human well-being and
advancing economic and social development. Of the Bank’s strategic objec
tives, four, i.e., promoting economic growth, reducing poverty, improving the

status of women, and supporting human development, including population plan-
ning, will be very difficult to achieve without significant improvements in the health
status of DMC populations. The Bank’s fifth strategic objective, protecting the envi-
ronment, will be influenced indirectly by improved health services, which will

help reduce fertility rates and stabilize popu-
lation pressure on natural resources. Thus,
investing in health provides the Bank with a
means to achieve its strategic development
objectives.

a. Health and Economic Growth
Improvements in health provide substantial economic payoffs. Using a sample

of 70 countries, the World Bank estimates that a decrease in under-five mortality of
1 percent is associated with a 1.24 percent increase in per capita income growth.
Another study showed that improvements in male adult survival rates from 1965 to
1990 accounted for a large proportion of GDP growth and that the effect was par-
ticularly strong in poorer countries.21  In India and the Philippines, increased male

21 Jamison, et al. 1998. Health’s Contribution to Economic Growth. WHO Transition Workshop
on Health and Economic Development, Harvard Institute for International Development.

A decrease in under-five mortality of
1 percent is associated with a 1.24 per-
cent increase in per capita income
growth.
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adult survival accounted for 13 and 21 percent, respectively, of GDP growth during
the period studied. Similarly, all of the East Asian newly industrialized economies
achieved low IMRs—in some cases, comparable with that of developed countries—
before their economies took off (see Box 1). The following mechanisms explain
the link between improvements in health and economic growth:

Increased share of working age population. As child health and access to
family planning services improve, birth rates decline. This results in the medium-
term in a high ratio of working age to nonworking age population, and increases
per capita productive capacity. In East Asia, the working age population increased
relative to dependents from the mid-1970s and this helps to explain that region’s
rapid economic growth.

Improved health increases productivity. Healthy workers have more
strength and endurance on the job and a
longer working life. In addition to being
more productive, they take fewer days off
due to illness, and the economic savings can
be substantial. For example, a carefully con-
trolled study in the PRC showed that treat-
ing iron-deficient female factory workers improved their productivity by 17 per-
cent. Similarly, the prevention of hepatitis B in Southeast Asia alone can potentially
add $1 billion to national incomes through improved worker productivity at a cost
of $41 million.

Improved health increases the returns to education. The links between
schooling and income are well established. In Asia and the Pacific, primary educa-
tion yields a private rate of return of 39 percent. Healthy children are better able to
learn and take advantage of the investments made in their education.

Improved health conditions increase the returns to other factors of
production. Good health conditions allow populations to take full advantage of
other factors of production such as natural resources. For example, in Sri Lanka, the
control of malaria from 1947 to 1977 opened up previously malaria-infested areas for
cultivation, adding $7.6 billion to the national income at a cost of only $52 million.

Preventing disease frees up financial resources. For many illnesses, espe-
cially those that are expensive to treat, disease prevention offers a means of reduc-
ing the costs of curative care. The resources thereby freed up can be substantial.
Recent estimates indicate that the global eradication of polio will result in annual
savings of $1.5 billion worldwide (including $230 million in the United States alone).
In India, aggressive treatment of STDs could reduce the number of new AIDS cases

In East Asia, the working age population
increased relative to dependents from
the mid-1970s and this helps to explain
that region’s rapid economic growth.



59

by about 50 percent. In the year 2000, this would save approximately $5 billion
that will otherwise be spent on the care of AIDS patients.

b. Health and Poverty Reduction
Poverty reduction provides another strong rationale for investments in health.

The economic gains to the poor from improved health are greater than for their
wealthier compatriots, since they bear a disproportionate burden of disease.
Moreover, the income of the poor typically depends on physical labor, and thus
illness robs them of a greater portion of their income. Since the poor usually do not
have much savings, they find it difficult to recover from ill health without depleting
their human and physical capital. As mentioned previously, sickness is a major cause
of financial crises among the poor. Thus, a vicious cycle of low capital, low income,
and poor health ensues. Investing in the health of the poor increases their produc-
tivity and educability; assets they need to lift themselves from poverty. Using a
broader definition of poverty than merely low income, such as the one advocated

by the United Nations Development
Programme in its human development
index, also encourages investments in
health. Such investments reduce deprivation
and provide the poor with the immediate
welfare gain of relief from physical suffering.

c. Health and its Effect on Women
Women have special health needs throughout their lives and improving their

health can make a significant contribution to their well-being and that of their
families. They face (i) a high burden of reproductive health conditions; (ii) gender-
based discrimination within households in the allocation of resources for nutrition
and health care; (iii) gender-based violence; and (iv) certain environmental and
occupational health hazards. Moreover, in most DMCs women have the primary
responsibility for ensuring medical care for their children and have to invest con-
siderable time and effort in seeking such services. Strengthening health services
targeted at women and children will help correct gender-based inequities, reduce
the constraints on the time of women, and improve their overall status.

d. Health and Human Development
Improvements in health allow children to reap greater benefits from school-

ing by increasing their attendance and ability to learn, and by increasing the
participation of girls.

Investing in the health of the poor
increases their productivity and educa-
bility; assets they need to lift themselves
from poverty.
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(i) Ensuring good health and correcting nutritional deficiencies in childhood
can have a substantial impact on psychological and physical development
leading to an improvement in children’s ability to learn. For example, a study
from Indonesia demonstrated that treating iron deficiency anemia in children
results in a 22 percent improvement in mental development and a 27 percent
improvement in motor development as measured by standard tests.

(ii) Scholastic achievements of well-nourished children are higher than their
malnourished counterparts. For example, data from the PRC indicate that
children who are malnourished as judged by having low height for age, a
measure of chronic undernutrition, are further behind in school than well-
nourished children.

(iii) Healthier children are also more likely to enter school and attend regularly.
For example, in Nepal, nutritionally normal children were found to be more
than four times as likely to be enrolled in a school as compared with
malnourished children.

(iv) Ill health and lack of access to health
services has a particularly negative
effect on girls’ education. In many
societies, girls miss schools because
they have to look after their sick
siblings.

Improvements in health and reductions in child mortality play a critical role
in population planning. When child survival is uncertain, parents tend to be fatalis-
tic about reproductive decisions and have more children, either to compensate for
a lost child or as insurance against the possibility of losing more children in future.
An analysis of data from around the world indicates that the prevention of ten
infant deaths results in up to five fewer births.22  In addition, there has not been a
single country that has completed the transition to low fertility without preceding
declines in infant and child mortality. Good health and low fertility reinforce each
other. Child spacing and avoidance of high-risk pregnancies (such as occur to
women who have had five or more children) contribute to increased child survival

22 World Bank. 1994. World Development Report 1994: Infrastructure for Development. New
York: Oxford University Press.

There has not been a single country that
has completed the transition to low
fertility without preceding declines in
infant and child mortality.
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and decreased maternal mortality. Thus, investments in integrated family planning
and maternal and child health services are mutually reinforcing and will lead to
both lower child mortality and lower fertility.

Effectiveness of health interventions

For an increasing number of health sector activities there exists compelling evi-
dence of their effectiveness coming from scientifically rigorous studies (see Appen-
dix 4). The existence of such evidence increases the likelihood that successful
implementation of these activities will directly result in decreased age-specific mor-
tality and morbidity rates and reduced human suffering. Strong evidence of effec-
tiveness is essential for DMC policymakers and the Bank because it reduces the risk
associated with making investments in health programs. Scientific evidence also
allows for calculation of credible cost effectiveness ratios, without which
policymakers will experience difficulties in choosing priorities. Compelling evidence
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of effectiveness also avoids the problems created by temporary fashions. Some
interventions become fashionable for a period but are then discarded in favor of
new interventions in a process that harms the credibility of development efforts.
An intervention that enjoys clear evidence of effectiveness, such as immunization,
is not ephemeral.

Role of the public sector

Pursuit of the Bank’s strategic objectives and demonstrated effectiveness provide a
strong rationale for investments in health. Persuasive as they are, these arguments
do not, by themselves, justify public investment in the health sector. Just as with
public investments in other sectors of the economy, it must be shown that govern-
ment intervention is warranted. There should be reasons for believing that market
forces will not achieve good health out-
comes on their own (because of certain
market failures) or that public investments
can achieve better outcomes. There are a
number of good reasons for public interven-
tion in the health sector, including (i) many
health interventions, such as immunization or TB control, display substantial posi-
tive externalities or are public goods; (ii) due to the technical nature of the health
sector, there are major problems associated with imperfect information; (iii) the
existence of large uncertainties and catastrophic illnesses impels governments to
ensure that there is risk pooling; (iv) there are serious insurance market failures
associated with adverse selection by patients, “cream skimming” by insurers and
the creation of moral hazards; (v) there are economies of scale, for example in the
purchase of vaccines and essential drugs; and (vi) equity considerations.

The Bank’s health sector strategy
The Bank’s overall approach to the health sector will be to assist its DMCs in ensur-
ing that their citizens have broad access to basic preventive, promotive, and cura-
tive services that are cost-effective, efficacious, and affordable. Increased access to
these basic services will have a significant impact on morbidity and mortality in the
short to medium term and will provide the foundation for more comprehensive
health services in the long term.

The Bank’s lending to the health sector has represented a small proportion of
its total portfolio. As a result of the economic crisis and emerging threats such as

Many health interventions, such as
immunization or TB control, display
substantial positive externalities or are
public goods.
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tuberculosis, HIV/AIDS, malaria, and smoking, the health needs of the poor in the
region are growing significantly. To keep pace with these substantially increasing
needs, the Bank will strive to increase its lending to the sector. The increase will be
accomplished in the context of country operational strategies and country assis-
tance plans based on dialogue with all DMC stakeholders. In view of the lack of
increase in the level of official development assistance for the health sector over
the last decade, it is important that the Bank further strengthen its collaboration with
partner institutions in the sector, including multilateral and bilateral institutions. The
Bank will also continue to collaborate closely, and take advantage of the technical
expertise of the United Nations agencies involved in health including UNFPA,
UNICEF, and WHO.

The Bank’s activities in the health sector will be guided by the following
strategic considerations: (i) there will be continued focus on improving the health
of the poor, women, children, and indigenous peoples; (ii) investments will focus
on achieving tangible and measurable results; (iii) the Bank will actively support
rigorous testing of innovative approaches to the management and financing of the
health sector, and assist with the timely deployment of effective new technologies;
(iv) the Bank will play a significant role in policy reform by encouraging DMC
governments to take an appropriate and activist role in the health sector that includes
increasing public investment in PHC, facilitating private sector involvement in health,

and increasing the focus on public goods;
and (v) the Bank will increase the efficiency
of its investments in the sector by assisting
DMC governments to strengthen their mana-
gerial capacity, improve economic and sector
work, and strengthen linkages with other
sectors.

Improve the health of vulnerable groups

a. Maintain Emphasis on PHC. The Bank will focus its lending on activities
that will disproportionately improve the health of the poor, women, children, and
indigenous peoples. Without committing itself to any specific target, the Bank will
increase its health sector lending with a continued emphasis on PHC, including
reproductive health and family planning. A consensus has emerged that increased
allocative efficiency of health sector investments can be achieved by focusing on a
package of basic services. These services (described in Appendix 3) are highly cost
effective, address problems that account for a significant proportion of the burden

A consensus has emerged that increased
allocative efficiency of health sector
investments can be achieved by focus-
ing on a package of basic services.
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of disease, are of proven benefit, and provide disproportionate benefit to the poor.
In its policy dialogue, the Bank will encourage DMC governments to expand PHC
budgets and discuss means to improve allocative efficiency. It will also advocate
for a shift away from activities that mainly benefit the wealthy and that have low
benefit-cost ratios, such as tertiary care facilities.

b. Focus on Vulnerable Groups and Measure Benefits
To ensure that the poor, women, and other vulnerable groups are actually

receiving the benefits of improved access to basic health services, the Bank will
track the impact of its investments on these groups. Health sector projects and pro-
grams will identify the means for evaluating the effectiveness of activities in reach-
ing the poor, women, children, and indigenous peoples. Disaggregating data by
income or other easily obtained measures of deprivation will help ensure that the
striking discrepancies between the poor and the better-off are recognized and alle-
viated. Given the importance and significant benefits of improving women’s health,
the Bank will also help ensure that data are disaggregated by gender. The Bank will
pay particular attention to the special needs of women in the design and imple-
mentation of projects. Where appropriate,
loans specifically targeted at women’s health
(including reproductive health, and the pre-
vention and treatment of violence against
women) will be developed.

Focus on achieving tangible results

a. Further Strengthen Monitoring and Evaluation
To ensure the developmental impact of its investments in health, the Bank

will pay increased attention to measuring results. Investments in the health sector
rarely yield financial returns although the economic and social returns may be sub-
stantial. The success of loans need to be judged on the basis of increased delivery
of services, improved quality of care, health impact, efficiency, and cost effective-
ness. Unfortunately, without explicit efforts to measure these, it is not possible to
determine success. Thus, health sector projects and programs will have (i) a set of
clearly defined, objective indicators of success; (ii) a coherent plan that specifies
how baseline and follow-up data will be collected and a budget for data collection;
and (iii) a plan for building the capacity of DMC governments to conduct M&E and
analyze the results. The Bank’s new project performance management system will
be an important contribution to implementing these M&E activities. In addition to

Health sector projects and programs will
have a set of clearly defined, objective
indicators of success.
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project and program specific M&E, the Bank will provide DMCs assistance to improve
the gathering and analysis of general health sector data to assist with planning and
policy formulation.

b. Focus on Interventions with Strong Evidence
The health sector benefits from the existence of scientifically rigorous studies

demonstrating the effectiveness of an increasing number of activities, such as vac-
cination, micronutrient supplementation, and case management of TB. The exist-
ence of such studies significantly increases the likelihood that investments will result
in a substantial improvement in the health of the populations served, and yields
large economic and social returns. Where good scientific data are not available for
an activity, the Bank will be reluctant to invest, except to facilitate the gathering of
rigorous empirical evidence on promising interventions. The Bank will support
efforts to provide policymakers with state-of-the-art information on health inter-
ventions of particular importance to developing countries.

c. Improve the Quality of Health Sector Loans at Entry
The technical nature of health sector lending makes it critical that activities are

based on solid scientific evidence and that lessons from experience in the field are
incorporated into designs. To improve the quality of health sector loans, the Bank

will strengthen its technical peer review pro-
cess. To ensure effectiveness and
responsiveness to the needs of the commu-
nity, the design and implementation of fu-
ture health sector loans will pay greater at-
tention to participatory approaches. Increas-
ing the effectiveness of loans will also re-

quire flexibility in project design to respond to local circumstances, thus greater use
of process approaches will be encouraged. Given that most PHC expenditures are
made in local currencies, the Bank will adopt a realistic approach to local currency
financing.

d. Improve Implementation of Health Sector Loans
Successful implementation of health sector loans requires careful supervi-

sion due to the decentralized nature of health services and the importance of sys-
tems (software) development. The Bank will strengthen the supervision provided
to health sector loans through more frequent and more detailed review missions.

The Bank will finance pilot tests of
innovations in health care financing,
organization, management, and policy
development.
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Procurement and disbursement procedures will take into account the special
requirements of the health sector, such as the need to purchase services.

Support testing of innovations and deployment
of new technologies

a. Support Rigorous Testing of Innovative Approaches
The Bank’s DMCs will face important challenges as they work to improve the

health of the poor, confront emerging threats to health, and increase efficiency. To
develop the innovative approaches that will help meet the challenges, the Bank
will finance pilot tests of innovations in health care financing, organization, man-
agement, and policy development. Such pilot tests will be undertaken on a scale
that can provide definitive results (at least hundreds of thousands of beneficiaries),
utilize an investment per beneficiary that is cost effective and feasible on a country-
wide scale, and will employ rigorous evaluation methods, including the use of
comparison groups and collection of before and after data.

b. Help Finance Deployment of Effective and Affordable New Technologies
The Bank will vigorously support the

deployment of new cost-effective technolo-
gies. Particular attention will be given to
ensuring that existing vaccines are fully
integrated into existing national
immunization programs and that newly
developed vaccines are made available
once their effectiveness has been demonstrated. The Bank will also support the
further development of the interventions in Appendix 3, with a particular emphasis
on activities related to decreasing smoking and controlling HIV/AIDS.

Encourage governments to take an appropriate
and activist role

a. Encourage Governments to Increase Allocations to Health
The DMCs, on average, are underinvesting in the health sector and devote a

smaller proportion of their budgets to health than governments anywhere else in
the world. Within the context of the 20/20 commitments made at the 1995 World
Summit for Social Development in Copenhagen, the Bank will encourage DMC
governments to increase their allocations for basic social services, including pri-
mary health care. With the economic troubles facing the region, DMC governments

DMC governments may be tempted to
decrease budgetary allocations for
health as an austerity measure. How-
ever, austerity is no substitute for
adjustment.
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may be tempted to decrease budgetary allocations for health as an austerity measure.
However, austerity is no substitute for adjustment. The economic crises can be seen
as an opportunity to decrease government involvement in activities that should not
be publicly financed and to reallocate resources to investments in human capital,
such as PHC. The DMCs spend excessively on loss-making state-owned enterprises
and utilities whose subsidies are captured disproportionately by high-income groups.
The Bank recognizes this issue. Its energy policy explicitly encourages the DMCs to
facilitate private sector investment in the energy sector and to use the public resources
that are thereby saved for investments in human development. Bank projects or
programs involving reform of government finances, state-owned enterprises, and
publicly owned or publicly subsidized utilities, will ensure that some of the public
resources saved by these reforms are used to promote basic human services such
as PHC.

b. Assist Governments to Diversify Health Care Financing
The Bank will actively assist the DMCs to diversify their financing for the

health sector. While increasing budgetary allocations will be necessary, it will not
be sufficient to meet the health challenges that the DMCs face. Finding additional
ways of mobilizing resources to finance public health services will be a priority for
the DMCs and the Bank over the next 20 years. Social insurance schemes, if well
designed and carefully implemented, can provide additional funding while pool-
ing risks. The Bank will work with the DMCs to pilot test social insurance schemes
on a gradually increasing scale, with the long-term goal of achieving universal
coverage.

The Bank will address cost recovery
on a project-by-project basis taking into
account concerns about both equity and
efficiency. The Bank’s interest in improv-
ing PHC services for the poor will be jeop-
ardized if user charges discourage their use

of such services. Thus, while the Bank will consider user charges for PHC services,
it will not insist on them unless there is some compelling, situation-specific reason
for employing cost recovery. Nonetheless, the Bank will ensure that PHC services
are efficient and cost effective. Regarding cost recovery for hospital services, the
Bank will help the DMCs test various approaches to user charges and copayments
with the proviso that such cost recovery mechanisms (i) will not decrease use of
public hospitals by the poor; (ii) will increase the proportion of the public subsidy

The Bank’s interest in improving PHC
services for the poor will be jeopardized
if user charges discourage their use of
such services.
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that is captured by the poor; and (iii) will improve the quality of care in these
public hospitals.

c. Facilitate Government Collaboration with the Private Sector,
including NGOs

There are likely to be real efficiency gains if DMC governments work
collaboratively with the private sector, including NGOs. While public-private
cooperation has expanded in other sectors, only tentative efforts have so far been
made in the health sector. The Bank will continue to facilitate public-private part-
nerships in health as a way of increasing efficiency and building up the experience
of DMC governments in working with the large and growing private sector. This
collaboration should not be seen as a means for governments to decrease their
investments or interest in the health sector. In designing projects, the Bank and the
DMCs will explore opportunities for involvement by NGOs, private practitioners,
pharmacies, private hospitals, and traditional healers. As governments get used to
actively collaborating with the private sector, levels of trust will increase and gov-
ernments will do less direct service provision.

d. Increase Support for Public Goods
Much of the progress observed in health in the region over the last 35 years

has resulted from technological advances and the research that produced them. Yet
support for research on the diseases of the
poor appears to be declining. In addition,
there are many aspects of health research
that will not be financed by the private sec-
tor because the results cannot be commer-
cially exploited. Therefore, there is a strong rationale for the Bank and DMC gov-
ernments to invest in health research, particularly applied studies that are of little
commercial interest but are important to the health of the poor and other vulnerable
groups. Another almost pure public good that requires public financing is health
education, which can have a significant impact on the health of communities.

Regulation of the large private sector in health, and other private activities
that impinge on health, is clearly a role for government. However, until now, few
resources have been devoted to this function of government. There are many areas,
such as iodination of salt, where regulation can provide an extremely effective
means for governments to improve the health of the population at low cost. While

While the benefits of regulation may be
large, it may also create red tape and
foster corruption.
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the benefits of regulation may be large, it may also create red tape and foster
corruption. In this challenging area, the Bank will cautiously explore various
mechanisms of government regulation through its lending and TA activities. Dur-
ing policy dialogue, the Bank will actively encourage DMC governments to imple-
ment regulations aimed at controlling tobacco consumption. The Bank will also
encourage its DMCs to raise taxes on tobacco on a regular basis such that prices
increase faster than inflation and growth in GDP.

Increase the efficiency of health sector investments

a. Improve Managerial Capacity
Increasing the efficiency of health sector investments will require improved

management capacity within DMC ministries of health. Whether or not govern-
ments themselves directly provide PHC services, there is a clear need for better
management practices, particularly at the periphery, where PHC services are ren-
dered. As part of project preparation, the Bank will carefully analyze institutional
capacities and incentive structures. In addition to training, capacity-building efforts
will explore innovative organizational approaches and apply effective management
interventions. The success of management strengthening activities will be assessed
in terms of increasing the coverage of cost-effective services, improving quality of
care, and increasing the satisfaction of the community. Assessing these indicators
will require strengthening of management information systems through the use of
household, health facility, and client satisfaction surveys, as well as disease surveil-
lance. Improving the steering functions of ministries of health, such as policy for-
mulation and cost analysis, will receive more attention from the Bank and will also
be based on careful institutional analyses.

b. Strengthen Economic and Sector Work and Intersectoral Linkages
Economic and sector work. Increasing the efficiency of health sector

investments will also require more economic and sector analysis. To improve its
economic and sector work in the health sector, staff of the project and program
departments will work closely to ensure the critical linkages between the health
sector and the Bank’s medium-term strategic objectives, including economic growth,
poverty, and improving the status of women, are properly reflected in country
operational strategy studies. Health sector reviews will be undertaken more fre-
quently and greater attention will be given to economic analysis of health projects
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based on ongoing initiatives, including the development of a handbook for the
economic analysis of health sector projects.23

Intersectoral linkages. A challenging area for the Bank will be strengthen-
ing intersectoral linkages so that health issues can be addressed by other parts of
the Bank. There are a number of important
interventions in the health sector where it
will be more appropriate for other divisions
to play a leading role. The Bank will be
careful that construction sites associated
with power or road sector projects do not
become a focus of HIV infection. In future, large construction contracts will contain
standard clauses (already incorporated in some ongoing contracts) ensuring the
availability in and around construction sites of information about safe sexual prac-
tices, condoms, and treatment of STDs. Other health interventions where a lead
role should be played by other parts of the Bank will include the following:

(i) The Environment Division, working with other divisions, will provide the
necessary direction and strategies in addressing environmental health issues.
For example, in the transport sector, vehicular air pollution control strategies
that will eventually eliminate lead in gasoline and reduce the levels of other
pollutants will be the subject of policy dialogue. Other occupational health
and safety issues, including the effects of projects on public health, will be
considered as part of environmental impact assessment, based on the Bank’s
Guidelines for the Health Impact Assessment of Development Projects (1992).

(ii) The transport divisions will take the lead in decreasing deaths and injuries
from motor vehicle accidents.

(iii) Including health education into primary and secondary school curriculums
will be the responsibility of the education divisions.

(iv) The Social Development Division will assist in providing guidance and support
to DMCs in addressing the health needs of vulnerable groups.

The Bank will be careful that construc-
tion sites associated with power or road
sector projects do not become a focus
of HIV infection.

23 TA No. 5761-REG: Strengthening of Capacity in Economic Analysis of Health Sector Projects
in DMCs, for $350,000, approved on 16 December 1997.
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Implications for the Bank
The strategic policy objectives described here have a number of implications for
the operations of the Bank. These include (i) identifying means for supporting
international public goods such as selected research activities; (ii) staff resource
requirements; (iii) flexible use of lending modalities for health sector activities;
(iv) training of Bank staff; (v) the Bank’s approach to the issue of financial
sustainability in the health sector; and (vi) the Bank’s policy on tobacco.

International public goods. Currently, the Bank has few mechanisms for
financing international public goods, such as research, other than through TA grants.
Grants can be used to finance some aspects of health research, as is currently the
case for agricultural research, but it will be useful to explore other methods of
funding.

Staff resource requirements.  As of August 1998, the Bank has the equiva-
lent of eight full-time staff working on the health sector, including five health spe-

cialists. This represents 1.2 percent of the
Bank’s professional staff (another health spe-
cialist will join shortly). To maintain the cur-
rent volume and number of health sector
loans (which have averaged 1.5 percent and
2.1 percent, respectively, of overall Bank
lending during the last decade) the planned

complement of staff is likely adequate although it does not provide a critical mass
of expertise. The proposed increase in health sector activities will require addi-
tional health sector specialists (including health economists and health administra-
tors). Any additional staff resource requirements will be generally provided through
reallocation of the existing resources.

Lending modalities. There are a number of characteristics of the health sec-
tor that will require flexible use of existing lending modalities. For example, financ-
ing the introduction of new vaccines might require the use of lines of credit,
multicountry loans, or other flexible arrangements. Similarly, pilot testing innovative
approaches to the management, organization, or financing of health services might
require adaptation of current procedures or the development of new products. For
example, the important policy and software aspects of health sector activities may
require relatively small but more frequent loans. Limiting the number of loans to a
country or the number of sectors the Bank is involved in will engender either larger
health sector loans or decreased health sector lending.

Grants can be used to finance some
aspects of health research, as is cur-
rently the case for agricultural research,
but it will be useful to explore other
methods of funding.
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 Training of Bank staff. It may be possible to improve the effectiveness of
Bank lending by providing health sector training to other operational staff in the
Bank, including country economists, programs officers, and social sector econo-
mists. Given the need for macroeconomic policy dialogue to redirect government
budgets toward the social sectors, such training will be timely and useful.

Financial sustainability. Financial sustainability of capital investments in
the health sector is a critical challenge because recurrent costs are large relative to
the investment. Typically, annual recurrent expenses for a health center or health
post represent 20 to 30 percent of the initial capital investment. For hospitals, it can
be 40 to 60 percent. In attempting to promote sustainability, the Bank and its DMCs
should concentrate on the macroeconomic picture, i.e., better fiscal management
and greater allocations for the health sector. Since full, and in many cases even
partial, cost recovery is not advisable in many
parts of the health sector, the sustainability
of investments will depend largely on the
government’s general fiscal situation and
intersectoral allocations. Obviously, such
macroeconomic issues cannot be tackled
simply within the purview of health sector
capital investments, which typically form a small part of government expenditure.
Limiting health investments to what governments can afford to finance in the short
term is often unrealistic, and indeed counterproductive, from a long-term
development perspective. Many countries are caught in a vicious circle of low hu-
man capital, low productivity, low government resources, and low investment in
human capital. The Bank can assist its DMCs to break out of this vicious circle by
investing more in their human resources and by encouraging them to do likewise.

In addressing issues of sustainability in health sector projects, the Bank will
focus on (i) macroeconomic considerations and intersectoral allocations of gov-
ernment resources; (ii) opportunities for introducing insurance mechanisms and
diversifying public financing generally; and (iii) increasing efficiency and equity in
the public health sector. The Bank will not insist on the short-term financial
sustainability of the health projects based on efforts at cost recovery. Further, finan-
cial sustainability of health projects will be viewed in light of the Bank’s Criteria for
Subsidies. While encouraging ownership of project activities by DMC governments
is paramount, the Bank will follow a flexible approach to financing recurrent costs,
especially for projects that redress serious inequities or provide public goods.
Traditionally, the Bank has financed recurrent costs on a declining basis. However,

Typically, annual recurrent expenses
for a health center or health post repre-
sent 20 to 30 percent of the initial capital
investment.
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for projects that promote new technologies, are of a pilot nature, or have overriding
equity considerations, the Bank will apply this approach flexibly. Nonetheless, Bank
financing of incremental recurrent costs generated by projects will be undertaken
only if a sound fiscal policy is in place and a coherent social sector strategy exists

with explicit linkages to broader develop-
ment goals.

Tobacco policy. Due to the heavy bur-
den of disease in the region engendered by
tobacco use (about 11 percent of all mor-
bidity and mortality by 2020) and the unique
commercial nature of the tobacco industry,
the Bank will work closely with DMC gov-

ernments to reduce the use of tobacco products. It is proposed that the Bank (i)
encourage the DMCs to decrease tobacco consumption through increased tobacco
taxes and other means; (ii) support DMC government efforts to regulate the market-
ing of tobacco products, particularly to the young; (iii) not accept any free goods or
services from tobacco companies; (iv) not lend for the growing of tobacco or the
production of tobacco products; and (v) continue to include tobacco products and
processing equipment in the negative list of program loans.

Recommendation
The Board is requested to approve the recommended strategy and policy for the
Bank in the health sector as presented in this chapter and summarized here. (It is
also reflected in the health sector policy matrix in Appendix 5.)

Improving the health of vulnerable groups
(i) The primary objective of the Bank’s assistance to the health sector will be to

help ensure that the citizens of the DMCs have wide access to essential health
services of proven benefit and cost effectiveness (see Appendix 3). The Bank
will increase its lending to the health sector with a continued emphasis on
PHC, including reproductive health and family planning. It will work with its
DMCs to improve the health status of the poor, women, children, and indigenous
peoples.

(ii) In its policy dialogue, the Bank will encourage DMC governments to increase
PHC budgets and shift away from funding activities that mainly benefit the
wealthy and that have low benefit-cost ratios, such as tertiary care facilities.

The primary objective of the Bank’s
assistance to the health sector will be
to help ensure that the citizens of the
DMCs have wide access to essential
health services of proven benefit and
cost effectiveness.
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(iii) To ensure that efforts at improving the health of vulnerable groups are
reaching the intended beneficiaries, Bank loans will employ methods to
measure the extent to which the poor, women, children, and indigenous
peoples are receiving essential PHC services.

(iv) Given the special requirements of women and strong benefits from investing
in their health, the Bank will pay particular attention to their needs in the
design and implementation of projects. Where appropriate, loans specifically
targeted at women’s health will be developed.

Focus on achieving tangible measurable results
(v) To ensure the developmental impact

of its investments in the health sector,
the Bank will focus on the
achievement of tangible, measurable
results. Thus, the Bank will further
strengthen M&E through the selection
of specific indicators, allocation of funds for data collection and analysis, and
development of clear plans for measuring results including the use of
comparison areas and collection of baseline data. The Bank will also support
efforts to build the capacity of DMC governments to carry out monitoring and
impact evaluation, and utilize the information for management purposes.

(vi) The Bank will prioritize technical interventions for which strong scientific
evidence exists. In the absence of such evidence, the Bank will exercise caution
and facilitate the testing and careful evaluation of promising interventions.

(vii) The Bank will also ensure the achievement of tangible results by improving
the quality of its loans at entry. One aspect of this will be strengthening of the
technical peer review process for health sector loans.

(viii) Achieving results will also require more participatory approaches and an in-
depth understanding of beneficiaries. Hence, health sector loans will describe
the participatory methods employed in design and the nature of beneficiary
participation during implementation.

(ix) Flexibility in project design will be encouraged through the greater use of
process approaches. The Bank will also adopt a realistic approach to local
currency financing to facilitate PHC.

The Bank will prioritize technical
interventions for which strong scientific
evidence exists.
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(x) Implementation of the Bank’s lending and TA program will reflect the
decentralized nature of the health sector and the importance of systems
software development. Supervision of health sector loans will be strengthened,
and procurement and disbursement procedures will take into account the
special requirements of the health sector.

Support testing of innovations and deployment of
effective technologies
(xi) To develop the creative approaches that will help meet the challenges the

health sector in the region faces, the Bank will finance pilot tests of innovations
in health care financing, organization, management, and policy development.
Such pilot tests will be undertaken on a scale that can provide definitive results,
utilize a level of investment per beneficiary that is feasible on a countrywide
scale, and employ rigorous evaluation methods, including the use of
comparison groups and collection of before and after data.

(xii) The Bank will help ensure the rapid deployment of effective new technologies
to its DMCs that will improve the health of vulnerable groups. The Bank will
pay particular attention to assisting the widespread use of new vaccines within
the region.

Encourage DMC governments to take an appropriate
and activist role

(xiii) In the context of the 20/20
commitments made at the World Summit for
Social Development, the Bank will actively
encourage the DMCs to increase their
budgetary allocation for health services,
particularly PHC.

(xiv) Bank activities aimed at reforming public finances, decreasing subsidies, and
privatizing state-owned enterprises will attempt to divert some of the resultant
savings to the financing of basic human services such as PHC.

(xv) The Bank will encourage and assist the DMCs to diversify their sources of
financing for the health sector by promoting the use of carefully designed
social health insurance schemes, with the long-term goal of achieving universal
coverage of health insurance.

The Bank will actively encourage the
DMCs to increase their budgetary allo-
cation for health services, particularly
PHC.
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(xvi) The Bank will address cost recovery on a project-by-project basis taking
into account concerns about both equity and efficiency. The Bank will not
insist on user charges for PHC services, particularly if they discourage the
poor from using PHC facilities. For hospital services, the Bank will encourage
cost recovery in the context of addressing overall health sector financing. Such
user charges will be designed to encourage appropriate use of public hospitals
by the poor, increase the proportion of the public subsidy that is captured by
the poor, and improve the quality of care.

(xvii) The Bank will facilitate public-private partnerships in the provision of health
care to promote improvements in
service delivery through increased
efficiency, diversity, and
competition. Special emphasis will
be placed on the role of NGOs.

(xviii) The Bank will work with DMC
governments to increase the resources available for purely public goods
such as research, health education, and regulation. The Bank will increase
its support for applied, noncommercial research of particular importance to
the poor, using its loan and TA funds.

(xix) To assist the DMCs to meet emerging health threats, especially tobacco, HIV/
AIDS, and high blood pressure, the Bank will prioritize research and pilot
testing of activities that are cost effective and that can be implemented through
PHC approaches.

(xx) In its policy dialogue, and with technical and financial support, the Bank
will encourage DMC governments to adopt a regulatory environment that is
conducive to good health, including decreasing smoking, reducing illegal
drug use, increasing food fortification, reducing pollution, and improving
traffic safety.

Increase efficiency of investments in the health sector
(xxi) To increase the efficiency of investments in the health sector, the Bank will

use its lending and TA programs to assist the DMCs to improve the technical
and managerial capacity of health sector institutions. Capacity-building
activities will be based on careful institutional analyses. The success of these
activities will be assessed in terms of their ability to improve coverage,
increase the quality of care, and meet the needs of the community. Progress

The Bank will work with DMC govern-
ments to increase the resources
available for purely public goods such
as research, health education, and
regulation.
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on these indicators will be measured by management information systems
that are strengthened by household, health facility, and client-satisfaction
surveys, as well as disease surveillance.

(xxii) The Bank will improve its economic and sector work in the health sector.
Staff of the project and programs departments will work closely to ensure
the critical linkages between the health sector and the Bank’s medium-term
strategic objectives, including economic growth, poverty, and improving
the status of women, are properly reflected in the country operational strategy
studies and the country assistance plans.

(xxiii) The Bank will strengthen the linkages between the health sector and other
sectors that impinge on good health such as education, environment, and
public finance reform.

(xxiv) The Bank will further strengthen its collaboration with partner institutions
operating in the health sector, including the multilateral and bilateral agencies.
The Bank will maintain close cooperation with and utilize the technical expertise
of the United Nations agencies including, UNFPA, UNICEF, and WHO.

Actions to assist implementation of the policy
(xxv) Due to the rapidly evolving nature of the health sector, the Bank’s health

policy will be reviewed again in 2004; a midterm review will be undertaken
in 2001.

(xxvi) The Bank will adopt the tobacco policy described in this policy.

(xxvii) The Bank will widely disseminate the policy paper to DMC governments,
NGOs, and other stakeholders. In addition, Bank staff will be briefed on the
contents of the paper and staff guidelines will be prepared.
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1978 354 Sha Tin Hospital-Polyclinic Hong Kong 19.500 0.000 19.500
1978 386 Kent Ridge Hospital Polyclinic Singapore 19.000 0.000 19.000
1980 504 Public Health Program Bangladesh 0.000 15.600 15.600
1981 511 Health and Population Malaysia 25.800 0.000 25.800
1981 553 Upgrading of Hospitals Myanmar 0.000 18.500 18.500
1981 562 Health and Population Pakistan 0.000 15.000 15.000
1982 576 Health and Population Sri Lanka 0.000 9.300 9.300
1982 586 Rural Health Services Papua New Guinea 12.000 0.000 12.000
1983 665 Rangoon General Hospital Myanmar 0.000 44.600 44.600
1983 672 Health & Family Planning Services Bangladesh 0.000 27.500 27.500
1984 710 Second Health and Population Pakistan 0.000 16.000 16.000
1985 743 Health and Population Indonesia 41.600 0.000 41.600
1985 746 Second Rural Health Services Papua New Guinea 0.000 8.500 8.500
1985 747 Second Rural Health Services Papua New Guinea 5.400 0.000 5.400
1986 815 Health Services Development Malaysia 50.730 0.000 50.730
1987 850 Third Health Pakistan 0.000 30.400 30.400
1988 926 Second Health and Population Indonesia 39.300 0.000 39.300
1987 980 Third Health (Sector) Malaysia 105.000 0.000 105.000
1991 1074 Second Health and Family Planning Services Bangladesh 0.000 51.000 51.000
1991 1097 Third Rural Health Services Papua New Guinea 0.000 21.000 21.000
1992 1189 Second Health and Population Sri Lanka 0.000 26.100 26.100
1992 1200 Health Care Development Pakistan 0.000 60.000 60.000
1993 1277 Population Pakistan 0.000 25.000 25.000
1994 1299 Rural Health and Population Indonesia 40.000 0.000 40.000
1994 1316 Health and Population Marshall Islands 0.000 5.700 5.700
1994 1331 Women’s Health and Safe Motherhood Philippines 0.000 54.000 54.000
1995 1348 Primary Health Care Lao PDR 0.000 5.000 5.000
1995 1396 Integrated Community Health Services Philippines 0.000 25.910 25.910
1996 1447 Basic Health Services Cambodia 0.000 20.000 20.000
1996 1460 Population and Family Health Viet Nam 0.000 43.000 43.000
1996 1471 Family Health and Nutrition Indonesia 45.000 0.000 45.000
1997 1516 Health Sector Development Program Papua New Guinea 45.000 0.000 45.000
1997 1517 Health Sector Development Program Papua New Guinea 0.000 5.000 5.000
1997 1518 Health Sector Development Project Papua New Guinea 0.000 10.000 10.000
1997 1523 Intensified Communicable Diseases Control Indonesia 87.400 0.000 87.400
1997 1538 Urban Primary Health Care Bangladesh 0.000 40.000 40.000
1997 1568 Health Sector Development Program Mongolia 0.000 4.000 4.000
1997 1569 Health Sector Development Project Mongolia 0.000 11.922 11.922
1998 1606 Early Childhood Development Philippines 15.700 0.000 15.700
1998 1607 Early Childhood Development Philippines 0.000 8.800 8.800
Total  551.430 601.832 1,153.262

Year of Loan Bank
Appv’l. No. Loan Title DMC OCR ADF Total

Appendix 1: Bank Loans to the Health Sector
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Appendix 2: A review of the Bank’s health sector loans and technical assistance

The performance of health sector lending in the Bank has been comparable to other sectors.
Based on formal evaluations carried out by the Operations Evaluation Office, there have been no
unsuccessful health sector projects while the average for the Bank is 11 percent (Table A2.1). The
amount of delay has been slightly higher than other sectors, and there have been fewer “generally
successful” projects. Comparisons with the Bank-wide performance are complicated by the small
number of health sector loans and the lack of quantitative indicators in the original designs.
Possible reasons for the lower proportion of generally successful projects include (i) 50 percent
of the health projects that have been postevaluated were the first Bank-sponsored health sector
projects in the country, while the comparable figure for all postevaluated Bank loans was 32
percent; and (ii) all the postevaluated health projects were approved more than 13 years ago. They
tended to focus on district and tertiary hospitals; this does not reflect the newer approaches,
focusing on primary health care (PHC), which the Bank has been utilizing since the beginning of
the 1990s. An in-depth review was carried out by staff of all health sector loans approved from the
time of the Bank’s first health sector loan in 1978 to the end of October 1997. Project documents
for 35 health sector loans approved during the period were analyzed in detail using a standard
questionnaire.

Table A2.1: Performance of Postevaluated Loans by Sector

               Rating                      Sector
Health Social Infrastructure ARDa Bank-wideb

(n=12) (n=85) (n=172) (n=517)
% projects >50% delayed 66.7 61.2 51.7 55.7

   % Unsuccessful 0.0 5.9 19.2 11.2
   % Partly Successful 66.7 40.0 41.9 31.3

   % Generally Successful 33.3 54.1 38.4 57.1
% of projects that were first
project in the sector in the
particular country 50.0 33.3 31.4 32.1

a Agriculture and rural development.
b Excluding finance sector projects.
Source: Postevaluation Information System.
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Table A2.2: Benefit Monitoring and Evaluation in the Design of Health Sector Loans

       Percent of Loans with Desirable Characteristics

Characteristic Loans Approved from Loans Approved since 1994
1978 to 1993 (23 loans) (12 loans)

(Percent) (Percent)

Chose any objective indicator by which
to judge success of loan 52 92

Chose indicator for all components
of the loan 0 58
Budget allocated for M&E 13 33

Had a clear plan for collecting M&E data 4 83
Planned for the collection of baseline data 24 54

Appendix 2 (cont.)

A previous review of health sector loans, conducted in early 1994, indicated that there was
a lack of attention to benefit monitoring and evaluation (M&E) and the identification of clear
indicators of success. Since 1994 there appears to have been a significant improvement in M&E,
perhaps as a result of increased awareness of staff and the introduction of the project framework
(Table A2.2).

Source:  Staff review of all 35 health sector projects
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Appendix 2 (cont.)

             Percent of Loans with Selected Characteristics
Characteristic Loans Approved from Loans Approved since 1992

1978 to 1991 (19 loans) (16 loans)
(Percent) (Percent)

Evidence of consultation with beneficiaries 0 50
Planned explicit test or pilot of some form
of innovation 42 88
Proportion of pilot tests with evaluation design
including comparison group 0 50

Response to lack of capacity involving local
training 74 94

Proportion of training activities with any
indicators 14 27

Had a component or subcomponent dealing
with women’s health 0 25
Included measurable indicators related to
women’s health 16 56
Had a component or subcomponent dealing
with family planning 42 50

Included measurable indicators related to
family planning other than the total fertility rate,
crude birth rate, and population growth 37 63

Supported any activities related to health
care research (broadly defined). 21 37

Had a component or subcomponent dealing 21 81

Table A2.3: Selected Design Characteristics of Health Sector Loans

There has also been a substantial change in the design of projects since the 1991 publication
of the Bank’s health sector strategy, Health, Population and Development in Asia and the Pacific
(Table A2.3). Generally, it appears that health sector loans are now more carefully designed and
address broader concerns, although some aspects of loan design require further attention.

Source:  Staff review of all 35 health sector loans.
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Implementation of the Bank’s health sector loans compares favorably with projects in other
sectors. Of health sector loans that have been declared effective, 95.2 percent have a triple A
rating compared to 94.8 percent Bank-wide. Health sector loans are experiencing slightly slower
disbursements than other sectors, possibly because projects supporting PHC tend to have many
small contracts, often in remote areas. This highlights the need for close supervision of such
projects. The average health project has had 1.37 review missions per year, which is similar to the
Bank average. The last five years have witnessed a 31 percent increase in the frequency of review
missions compared with the period 1978 to 1991. Supervision of health sector loans likely requires
greater attention, given the decentralized nature of health services and the importance of helping
to strengthen the capacity of executing agencies.

Up until December 1997, the Bank had financed 77 project preparatory and advisory techni-
cal assistance (TA) grants in the health sector. Half of TAs had gone to Group A countries and half
of all TAs were advisory in nature. The advisory and regional TA, tended to focus on policy issues,
particularly health care financing. Six TA completion reports have been circulated covering one
regional and five advisory TAs, all of which were rated as generally successful. Lessons learned
from these TAs include (i) the importance of focusing such TAs on a few, well-defined issues rather
than trying to cover unrelated issues at the same time; (ii) the interest of government officials in
new approaches in the health sector such as partnerships with the private sector; (iii) the need to
coordinate TA activities with the World Health Organization (WHO) and other aid agencies both
to diminish duplication but also to help increase utilization of study results; and (iv) the complex-
ity of social health insurance and health care financing makes it imperative to take a long-term
approach and ensure follow-up of study findings.

Appendix 2 (cont.)
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Appendix 3: Priority health interventions for the developing member countries
Table A3.1: Priority Public Health Interventions Required in All DMCs

Quality of Burden of Disease
Intervention Efficacy Evidencea in Asia

Immunization: measles, Prevents 72-98% Class II, many Fifth leading cause of
diphtheria-pertussis-tetanus of cases, 50% of studies  DALYs lost
(DPT), polio, hepatitis B, tuberculosis (TB) Class I for
tuberculosis (BCG), Hepatitis B
tetanus toxoid (TT)
Vitamin A Reduces overall Class I 23% of mortality is in
supplements mortality by 23% in children 6-72 months.

children ages 6-72 Prevalence of subclinical
months and maternal vitamin A deficiency is
mortality by 38% widespread.

Family planning: modern 80-95% effective in Class I Unmet demand among
methods for birth spacing preventing pregnancy. married women in Asia

Decreases maternal Class II (excluding People’s
morbidity and mortality Republic of China) is > 62
by reducing high risk million or 19% of  married
pregnancies women of reproductive age

Iodine: supplementation; Prevents goiter and Class II 130 million with goiter,
iodination of salt or water cretinism 100% 5 million cases overt
supply cretinism, 680 million

people at risk

Treatment of TB, short- Full treatment 95-98% Class I 1.4 million deaths, 6th
course chemotherapy effective in treating leading cause of DALYs

disease and in stopping lost, 1990
transmission

a Evidence: Class I = randomize controlled studies; Class II= prospective studies with non random
assignment to comparison group and case-control studies; Class III= cross-sectional studies or
studies with historical data and regression analysis to isolate potential causal factors; Class IV= case
series, case studies, and anecdotes.
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                      Ease of Implementation Cost/ Burden on the
Demand Supply DALY Disadvantaged
Issues Issues Saved (Equity)

Demand is high. Most immunization is provided $25 Poor are disproportio-
Parents appreciate by public sector. Governments are nately affected due to
immunizations  able to implement programs cove- crowded conditions.

ring 80% of children ages < 1 year

Demand by parents Capsules require no refrigeration, $1 Poor children and women
is high. can be administered by lay people. are more susceptible

There is difficulty reaching older to deficiency
children. Supplements must be sus-
tained until food fortification is in place

There is a high demand Serious issues of supply, wide variety $25-75 Cost of raising children
by couples, although in technical quality of services. is disproportionately
education and Subsidies reach the poor, who burdensome for poor
marketing are still disportionately use public services. families. Poor women are
needed to reach at higher risk of maternal
high use rate. mortality

Demand is unknown. Salt fortification is making progress $8-19 Prevalence is highest in
but is complicated by large numbers marginal areas, where
of small procedures. Regulation is soils are iodine deficient
required. and where disproportio-

nate number of poor live.
Demand, as reflected Increasing therapy completion $3-5 TB affects the poor dis-
in adherance to therapy, requires very careful implementation, proportionately due to
is a major issue. including logistics and supervision. crowding, poor ventilation,

Much of treatment occurs in the private poor light, and inadequate
sector. Quality of care in the public and nutrition. The poor have
private sectors is a major issue. less access to care.

Interventions are listed in approximately decreasing order of priority.  Issues are highlighted in
bold and italics.

DALY=Disability-Adjusted Life Year; DMC=Developing Member Country.
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Quality of Burden of Disease
Intervention Efficacy Evidence in Asia

Treatment of sexually Cures and prevents Class I: Increasing STD cases;
transmitted diseases (STDs) transmission of STDs. clinical drug increasing multidrug
in high-risk groups May reduce human efficacy in resistance, increasing

immunodeficiency virus most cases HIV
(HIV) incidence by 40% certain; treat-

ment reduces
HIV trans-
mission

Acute respiratory tract Treatment 80% effective; Class I, II First leading cause of
infection (ARI) case ARI case management death among children;
management reduces infant mortality second leading cause

by 20% of DALYs lost, 1990

Management of diarrhea ORT reduces deaths Class II Fourth leading cause of
with oral rehydration from dehydrating lost DALYs; 1.4 million
therapy (ORT); oral rehy- diarrhea by 40% deaths, 1990.
dration salts (ORS) in
community

Malaria prevention: Reduces malaria Class I: Low overall burden, but
bednets impregnated with incidence by 50% 7 studies there are pockets of high
insecticide Class II: prevalence

3 studies

Programs to reduce use Taxation induces Class III- 1990: 5% of deaths and
of tobacco: taxes, health consumption by estima- taxes 2% of DALYs lost 2020
promotion ted 0.5% for every 1% estimate—13% of deaths

increase in price. Health Class II- and 11% of DALYs lost
promotion effects vary. education

Hygiene education: 23-26% reduction in Class I 1990: Diarrhea is the
hand washing diarrhea (2 studies) fourth leading cause of

lost DALYs; 1.4 million
deaths, 1990

Table A3.1: Priority Public Health Interventions Required in All DMCs

Appendix 3 (Cont.)
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                      Ease of Implementation Cost/ Burden on the
Demand Supply DALY Disadvantaged
Issues Issues Saved (Equity)

Demand is high when Lab tests and medication are expensive. $1-55 Women are biologically
symptomatic but Drug supply is often inadequate. more vulnerable to STD
adherence to Syndromic treatment approaches and HIV infection and more
treatment is weak. need to be validated. Much of treat- likely to be asymptomatic.
Demand is low in ment occurs in the private sector. The poor are more likely
asymptomatic cases. Quality of care in the public and to be involved in

private sectors is a major issue. commercial sex.

Demand for treatment Much of treatment occurs in the $25 Crowding and poor nutrition
is high, but parents may private sector. Quality of care in pub- are risk factors for ARI.
bring children in at late lic and private sectors is a major issue
stages of disease. Misuse of antibiotic is widespread.
ORS does not stop Most treatment occurs in the private $25-75 Poor are disproportionately
diarrhea. Cultural views sector. Quality of care in the public affected due to poor
of diarrhea may inter- and private sectors is a major issue, nutrition and contaminated
fere with early treat- with high reliance on antibiotics. water.
ment; parents bring
children late.

Demand high; people Maintaining logistics for yearly $15-20 Poor living in marginal and
willing to pay for insecticidal treatment can be where remote areas are dispro-
bednets; issues of problematic. endemic portionately affected.
comfort
Reducing demand Taxes are a source of government $25 Price elasticity is most
is difficult and time- revenue. Tobacco control efforts are pronounced among the
consuming, requires opposed by commercial interests. poor and youth. Youth are
considerable health Smuggling may occur if taxes are targeted by industry
promotion efforts too high. Limited experience with advertising.
and tax increases. education and cessation efforts on

a broad scale
Demand is constrained Existing strategies too costly for High The poor are dispropor-
when water supply is widespread implementation tionately affected by
diarrhea.
limited.
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Table A3.2: Priority Public Health Interventions with Potentially Serious Drawbacks

Quality of Burden of Disease
Intervention Efficacy Evidencea in Asia

Promotion of breastfeeding Breastfedding promotion Class III Unknown but likely very
and appropriate weaning reduces diarrhea by  and IV large due to widespread

8-20%. Weaning diarrhea and mal-
education reduces the nutrition
proportion of malnou-
rished children by 50%.

Iron supplementation or Reduces iron-deficiency Class I > 50% women and
fortification anemia. Improves child children in South Asia

mental development by 22%, and > 18% in East
motor development by 27% Asia are iron deficient.

Removal of lead from Reducing ambient lead by Estimate Children in countries and
environment: 1 microgram per cubic based on cities with leaded fuels,
-leaded fuels meter (ug/m3) avoids Class II data battery manufacture
-batteries, etc. child’s loss of 0.975 intel- and disposal, and

ligence quotient (IQ) points leaded paints.

HIV/AIDS and STD Increases knowledge Class II 0.5% of deaths and 1% of
prevention through and perception of risk; DALYs lost, 1990
education efficacy in behavior 2020 estimate:

change unknown 2% of deaths and 3% of
DALYs lost

Regulation of air quality: Reduces overall adult Class II Estimated 0.5% of DALYs;
particulates mortality rate by 25% increasing in cities; pollu-

(developed countries) tants cause widespread
lung problems

Improvements in indoor Reduces pollution by 10- Class III Inefficient stoves and fuels
air quality: fuel-efficient 50%. Ongoing studies of are associated with ARI
or ventilated stoves health effects increases (ORs 2-6),

adverse pregnancy
outcomes, chronic lung
and heart disease, and
cancer.

Appendix 3 (Cont.)

a Evidence: Class I = randomize controlled studies; Class II= prospective studies with non random
assignment to comparison group and case-control studies; Class III= cross-sectional studies or
studies with historical data and regression analysis to isolate potential causal factors; Class IV= case
series, case studies, and anecdotes.
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                      Ease of Implementation Cost/ Burden on the
Demand Supply DALY Disadvantaged
Issues Issues Saved (Equity)

Demand constrained Breastfeeding efforts are opposed $25-75 Poorest children are fed
by commercial pressure by commercial interests. substitutes overdiluted
to use breast-milk Governments can regulate with contaminated water
substitutes. Increasing promotion and supply in
appropriate weaning hospitals.
needs considerable
education
Demand is not required Need for frequent contact to $4-13 The poor eat fewer
if fortification is dispense tablets and assure iron-rich foods.
mandated. adherence

Limited demand Requires extensive regulation of Un- The urban poor are
and compliance by the commercial known disproportionately exposed
sector to lead.

Demand is constrained Difficult to reach high-risk $25 Burden of HIV is shifting
by lack of information, populations; sensitivity of issues to the poor, who cannot
inconvenient access in many societies. afford new treatments.
to prophylactics, The poor have less access
and need to negotiate to information and fewer
 safer behaviors. resources to act upon it.

Population demand is Implementation is difficult Un- The urban poor is
high. due to the number and variety known disproportionately exposed

of industries. to air pollutants.

Unknown Unknown Un- The poor rely on inefficient
known stoves and fuels in poorly

ventilated homes. Women
and children are dispro-
portionately affected.

(e.g. uncertain effectiveness, higher cost, difficulties in implementation)
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Appendix 4: Scientific evidence for the impact of health interventions

Paying attention to the quality of the scientific evidence is a critically important aspect of the
health policy process. Where solid evidence exists for an intervention, efforts at its implementa-
tion will lead to tangible results on the ground. Thus assessing the quality of evidence is intimately
related to increasing the probability of developmental impact and reducing the risk of investment.
While there is widespread support for the concept of evidence-based decision making, little
attention has been paid as to how this should be operationalized. Phrases such as “it has been
demonstrated,” “research has shown,” or “best practice suggests” provide little information
about the quality of the evidence. Not considering the type of evidence available for an interven-
tion has sometimes resulted in either missed opportunities or the promotion of activities that are
not efficacious or cost effective. Fortunately, there are a reasonably large number of interventions
in the health sector that are supported by compelling scientific evidence.

Scientific evidence in the health sector can be broken down into four broad categories (these
categories were employed in Appendix 7 to examine the evidence supporting specific health
interventions): Class I evidence represents randomized controlled trials (RCTs), a type of study in
which individual subjects or communities are randomly assigned to receive some intervention or
not and that provides the most scientifically persuasive evidence of effectiveness. Class II evidence
represents controlled studies in which interventions are judged by a comparison between sub-
jects or communities with and without the activity. While compelling, Class II studies are less
persuasive than Class I trials because it is more likely that the two groups being compared are
systematically different from each other. Class III evidence comprises cross-sectional studies
where data are collected at a single point in time or studies that employ historical data and use
correlation or regression techniques to attempt to isolate causal factors. This class of evidence
also includes uncontrolled, “before and after” studies. Class IV evidence is the least persuasive
and includes anecdotes, case studies, and case series. While this type of information can be very
useful for generating new ideas and approaches it provides little conclusive evidence.

A. Class I Evidence: Randomized Controlled Trials
One of the major technological breakthroughs in clinical medicine and public health in the last 50
years, has been the introduction and increasingly widespread use of RCTs. In its simplest form, a
randomized trial involves subjects with the same condition or status being randomly assigned, in
a manner analogous to flipping a coin, to receive active treatment or a placebo. The subjects are
then followed up to determine the effectiveness of treatment. For example, 28,630 children in
Nepal, aged six months to six years were randomly assigned to receive either vitamin A supple-
ments or an inert placebo every four months.1  After one year it was found that the children
receiving the Vitamin A had a 30 percent lower overall mortality rate than the placebo group
(Figure A9.1). Eight such studies have been done in developing countries and when the results are
combined they demonstrate that vitamin A reduces overall child mortality rates by 23 percent.2

From this overwhelming weight of evidence it is almost certain that successful implementation of
vitamin A programs will have a large beneficial impact on the health of children.

1 West K.P. et al. 1991. Efficacy of vitamin A in reducing preschool mortality in Nepal. Lancet, vol. 338,
pp. 67-71.

2 Beaton G.H., et al. 1993. Effectiveness of Vitamin A supplementation in the control of young child
morbidity and mortality in developing countries. ACC/SCN State of the Art Series Nutrition Policy
Discussion Paper No. 13, December 1993.
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RCTs provide the most compelling scientific evidence that a particular intervention actually
does more good than harm. The major advantage of randomization is that it ensures that, on
average, the experimental and control groups are similar in those characteristics that are known
to effect outcome and the myriad of characteristics that might influence the result but are un-
known to the researchers. Not using randomization and not having a control group tend to greatly
exaggerate the perceived effectiveness of interventions. An investigation of 145 different research
studies of the treatment of heart attacks showed that RCTs demonstrated positive results 15.7 per-
cent of the time, while positive results were obtained in 58.1 percent of nonrandomized trials.3
In a summary of published studies in which there were no control groups (so called case series),
the authors claimed positive results for the intervention under investigation 79 percent of the
time.4  Thus, the less carefully controlled the studies, the more likely it is that ineffectual activi-
ties will be promoted as cost effective.

Some of the disadvantages of RCTs are their expense, technical complexity, and the length of
time it takes to obtain results. However, a large number of RCTs have already been conducted in
developing countries; this indicates that such problems can be overcome. More importantly, the
cost of carrying out RCTs is small compared with the resources that will be wasted on ineffective
interventions if such studies are not conducted. A common criticism of RCTs is that they repre-
sent a purely medical approach not appropriate to broader questions. However, RCTs have been
carried out in developing countries on issues as diverse as organization of health services, the
effects of user charges, and effectiveness of health education. Another common criticism is that
RCTs are simplistic because they assume that only one factor is important when causation is
usually multifactorial. In fact, an RCT is the best way of dealing with a complex world. It is the
foremost method for ensuring that, on average, the experimental and control groups are similar
on all factors, both known and unknown. In addition, criticisms of RCTs as simplistic, would
suggest the need for more, not less, scientific rigor.

Appendix 4 (cont.)
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Figure A4.1: Randomized Controlled Trial of Vitamin A Supplements

 Source: West et al, 1991.
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B. Class II Evidence: Controlled Studies
There are two broad types of controlled research studies, prospective and retrospective investi-
gations. The prospective controlled study involves two groups of people or communities that
receive an intervention or are exposed to some hazard. Typically baseline and follow-up data are
collected in the experimental and control group, and the treatment effect is calculated. The major
difference with an RCT is that allocation of the subjects to either group is not under the control of
the researchers. Hence, there is always the possibility that the experimental and control groups
are different in systematic ways that may account for any observed change from baseline to
follow-up.

The second type of controlled study is the retrospective or case-control design. This some-
what counterintuitive design involves finding cases or people with bad outcomes and a similar
group, controls, that did not experience the bad outcome. The exposure of the two groups to the
putative cause is then ascertained, looking back in time, and the increased risk attributable to the
cause is calculated. For example, young children in a village who have died are compared with a
similar group of children who are still alive, for whether they received measles vaccination or not.
It turns out that the children who are still alive are more likely to have been vaccinated. While
case-control studies are generally inexpensive, they are technically difficult to carry out and
subject to many biases. Nonetheless, where well-conducted studies generate consistent results,
as they do in the case of measles vaccine, they can provide convincing evidence of causation.

C. Class III Evidence: Cross-Sectional and Correlational Studies
Cross-sectional studies collect data at one point in time to examine whether there is a correlation
between a putative cause and an important outcome. For example, household surveys in a number
of countries have shown a significant correlation between maternal literacy and infant mortality
rates (IMRs). As literacy rises, IMRs tend to fall. It is intuitively appealing to conclude that increas-
ing maternal literacy will decrease the IMR, but it is not necessarily true. Correlation is not
equivalent to causation, and it is possible that maternal literacy, because it is related to increased
wealth and proximity to health services, is not causally related to a reduced IMR. Disentangling
the causal relationships between multiple factors can be very difficult and even sophisticated
regression techniques cannot provide definitive evidence. Nonetheless, these studies can often
identify possible links that may be examined using more rigorous designs. In addition, there are
some circumstances where correlational analysis and before and after studies represent the only
kind of data available.

Appendix 4 (cont.)
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D. Class IV Evidence: Case Studies and Case Series
Case studies and case series describe what happens after an intervention is implemented among
a defined group. For example, a supervisory system is introduced in three provinces and an
assessment is made after the system has been in place for six months. The obvious problem with
this type of study is that there is no comparison made with provinces that did not implement the
supervisory system, and there is no baseline data to judge whether there has been a significant
change in health worker performance. While obviously not providing very compelling evidence of
effectiveness, these kinds of studies can often provide useful insights that can be incorporated in
more rigorous studies. If carefully done, and if participatory approaches are employed, a great deal
can be learned. For example, in the Philippines, the introduction of injectable contraceptives in a
few areas gave the Department of Health the chance to discuss issues with women who availed of
the service and learn more about why they chose that method, how they felt about the service they
received, and side-effects they encountered.

Appendix 4 (cont.)
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Strategic objectives (• issues addressed)         Operational objectives
Improve the health of vulnerable groups Maintain emphasis on PHC.
• poor health status among the poor
• lack of progress in improving women’s health

status
• services not reaching vulnerable groups

Focus on vulnerable groups and measure
benefits obtained by the poor, women,
children, and indigenous peoples.

Focus on achieving tangible, measurable results Further strengthen M & E
• inadequate  attention to monitoring and

evaluation (M&E)
• little consideration given to quality of evidence Focus on interventions with strong evidence of

supporting interventions effectiveness.
• weaknesses in project design may have

interfered with impact Improve the quality of health sector loans
at entry.

Improve implementation of health sector
loans.

Support testing of innovations and deployment Support rigorous testing of new approaches
of effective new technologies to health care financing and health
• epidemiological and demographic transitions system management and organization.

and emerging threats are impetus for Help finance deployment of new and
continuing innovation emerging technologies, such as newly

• slow deployment of technological advances developed vaccines.

Appendix 5: Health sector policy matrix

DMC=Developing Member Country; HIV/AIDS=Human Immunodeficiency Virus/Acquired
Immunodeficiency Syndrome; PHC=Primary Health Care; UNFPA=United Nations Populations Fund;
UNICEF=United Nations Children’s Fund; WHO=World Health Organization.
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                                             Specific recommendations

The Bank will work with the DMCs to ensure universal access to essential health services of
proven benefit, cost effectiveness, and affordability (Appendix 7). The Bank will continue to em-
phasize lending for PHC.

The Bank will encourage the DMCs to emphasize PHC and to shift away from financing
activities with low benefit-cost ratios such as tertiary hospitals and specialist training.
Bank health projects and programs will employ methods to measure access to basic services by
the poor, women, and indigenous peoples.
The Bank will pay particular attention to the needs of women in the design and implementation of projects.
Where appropriate, loans targeted at women’s health, including reproductive health, will be developed.

Bank health loans will list objective indicators, set aside budgets for data collection and analysis,
have clear plans for measuring results, including use of comparison areas and collection of
baseline data, and develop a plan for building the capacity of DMCs to conduct M&E.
The Bank will prioritize technical interventions that have strong scientific evidence of
effectiveness. Where such evidence does not exist, the Bank will be cautious and support the
rigorous testing of such technical and programmatic interventions.
The Bank will implement a technical peer review process for health sector loans.
Health sector loans will employ and explicitly describe participatory approaches in design and
implementation.
Flexibility in project design through the use of process, rather than blueprint approaches will
be encouraged to reduce risks.  The Bank will adopt a realistic approach to local cost financing.
Supervision of health sector loans will be strengthened. Procurement and disbursement
procedures will take into account the special needs of the health sector.
The Bank will encourage pilot testing of innovations and ensure that they are implemented on a
reasonable scale, utilize a replicable level of investment per beneficiary, and employ rigorous
evaluation methods.
The Bank will assist the widespread use of new vaccines throughout the Region.
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Strategic objectives (• issues addressed)           Operational objectives
Encourage DMC governments to take an appropriate Encourage the DMCs to increase their
 and activist role in the health sector. budgetary allocations for health services,
• low level of public investment in health sector particularly PHC.
• governments have been ignoring private

sector Assist DMC governments to diversify their
• little attention paid to public goods in the health care financing.

health sector
• emerging threats such as tobacco, pollution,

HIV/AIDS

Facilitate government collaboration with
private sector partners, including NGOs

Increase support for public goods such as
research, health education, and regulation.

Increase the efficiency of investments in the health Invest in strengthening technical and
sector managerial capacity.
• low public sector management capacity
• inadequate sector work

Strengthen economic and sector work, and
strengthen the linkages with other sectors.

Appendix 5: Health sector policy matrix
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                                                 Specific recommendations
In the context of commitments made at the World Summit for Social Development, the Bank
will encourage the DMCs to increase their budgetary allocations for PHC.
Bank activities aimed at reforming public finances, decreasing subsidies, and privatizing state-
owned enterprises will attempt to divert some of the resultant savings to the financing of PHC.
The Bank will promote carefully designed social health insurance schemes among the DMCs
with the long-term goal of achieving universal coverage.
The Bank will be cautious in promoting cost-recovery for PHC services, but will encourage it
more widely for hospital care.

The Bank will facilitate public-private partnerships in the provision of health care with special
emphasis placed on the role of NGOs.
The Bank will increase the loan and technical assistance (TA) resources used to support applied,
noncommercial research in the health sector, especially for health problems of the poor.
The Bank will support research and pilot testing of activities against emerging threats that are
cost effective and that can be implemented through PHC approaches.
Through policy dialogue, the Bank will encourage DMC governments to adopt a regulatory
environment that is conducive to good health, and aims at decreasing tobacco use, fortifying
food, and improving traffic safety.
The Bank will help to improve management of health care systems. Capacity-building activities
will be based on careful institutional analyses. Success will be defined in terms of improving
coverage and quality of care, where data is derived from strengthened management information systems
including household, health facility, client satisfaction surveys, and disease surveillance activities.

Project and program departments staff will to ensure that the critical linkages between the health
sector and the Bank’s medium-term strategic objectives, including economic growth, poverty and
improving the status of women are properly reflected in the Country Operational Strategy Study
and the Country Assistance Plan.

The Bank will strengthen the linkages between the health sector and other sectors that affect
health such as environment and education.

The Bank will further strengthen its collaboration with partner institutions operating in the health
sector, including multilateral and bilateral agencies. The Bank will maintain close cooperation
with and utilize the technical expertise of the United Nations agencies including UNFPA, UNICEF,
and WHO.


