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PREFACE 

This free e-book has been written as a public service by the author. The aim is to enable members of the public to have an idea of what some of the major issues in health policy are. 
Ordinary citizens should be concerned about health policy because it affects whether health care of reasonable quality is geographically available and accessible.

“Accessibility” in health care includes financial affordability, i.e. patients and their families are not forced to go into heavy debt or even become bankrupt because of high medical bills resulting from major sickness or long hospital stays; having to undergo major medical procedures such as complicated surgery; having to take expensive drugs for long periods of time; or having to pay for the nursing home care of elderly parents or other relatives.
The quality of care provided in the community by doctors (and other health care personnel) as well as in hospitals and nursing homes should also be of concern to members of the public. 
I wish to thank Professor Dr. Teng Cheong Lieng of the International Medical University (IMU – located in Kuala Lumpur, Malaysia) and Dr. Wong Kam Cheong (a Malaysia-born doctor based in New South Wales, Australia) for reading this book and suggesting changes that have improved both its quality and readability.  
Kai-Lit Phua, PhD  FLMI

Shah Alam, Malaysia

July 2017
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Chapter One - Introduction
Why should ordinary members of the public be concerned about health policy? Should this not be left to experts such as university professors who specialise in the study of health policy (especially comparative health policy) and health economics, to the planners and regulators in the Ministry of Health, or to the national Medical Association? 

In a democracy (a term which means “rule by the people”), citizens should have input into how public policy is formulated and implemented, at what cost and to whose benefit in both the short run and the long run. 
Two professors-cum-experts in health policy said that

"The real challenge of health policy is how to use resources to provide medical and social services that meet the legitimate wants of citizens at costs citizens are prepared to pay." Theodore Marmor and Claus Wendt (2012)
Ordinary citizens should be concerned about health policy because it affects whether health care (General Practitioner care, specialist care, hospital care, long term care) of reasonable quality is geographically available and accessible (financially affordable especially, i.e. patients and their families do not need to go into heavy debt or even become bankrupt because of high medical bills resulting from major sickness or long hospital stays; having to undergo major medical procedures such as complicated surgery; having to take expensive drugs for long periods of time; or having to pay for the nursing home care of elderly parents or other relatives).

Table 1 below gives some reasons why all citizens should be concerned about the cost of medical care and long term care, e.g. nursing home care:

Table 1 
[image: image2.png]Why should you be concerned about the cost of health
care (medical care and long term care)?

1. As a healthy member of the public - your elderly
parents, parents-in-law, spouse or other family members
may need major medical care

2. As a future patient - as you get older, you have a higher
chance of needing major medical treatment (e.g. major
surgery) or going through a prolonged hospital stay.

3. As you get older, your chances of needing long term
care (e.g. nursing home care) also increases




Chapter Two – Leading Issues in Health Policy
All concerned citizens should keep these in mind when pondering over health policy: availability, cost, quality, and safety. 
Availability refers to whether health care facilities are reachable within a reasonable geographical distance or travel time. Cost refers to whether the care provided is within the financial capability of the patient and the patient’s family members (e.g. through a combination of out-of-pocket expenses, coverage through a health insurance plan – both public and private, and free or heavily subsidised services provided by the government or non-governmental organisations). 
Quality and safety refer to whether the care provided is of reasonable standard and whether the care provided actually harms the patient. (Quality can be measured by things such as diagnosis errors, medication errors, hospital-acquired infections, hospital readmission rates).    
The following are some of the leading issues in health policy which all concerned members of the public should have some knowledge of (in alphabetical order):
1. Access to health care

2. Competition in health care
3. Costs and cost containment
4. Efficiency and equity
5. Government regulation of health care 
6. Health care financing

7. Incentives and how they influence provider behaviour and patient behaviour
8.  Malpractice and Unethical Behaviour
9.  Market failure

10.  Neoliberalism and New Public Management (NPM)

11.  Pharmaceutical drugs
12.  Privatisation

13.  Quality in health care 
14.  Rationing of health care
Chapter Three - Access to Health Care 

Access to affordable health care of reasonable quality delivered in a timely manner helps people to stay healthy, recover from acute sickness, manage chronic disease, and to function effectively as productive members of society. Affordable care means that people can pay for health care (typically, care provided by GP doctors, specialist doctors, and also outpatient or inpatient hospital care) without going into severe debt or even personal bankruptcy. People can pay for health care through any combination of out-of-pocket payment, pre-payment, or health insurance plan (private insurance or public National Health Insurance). Care can also be paid for through a Medical Savings Account like Singapore’s Medisave scheme. 

“Timely manner” means that a patient does not have to wait too long to be seen by a health care provider. For example, not having to wait months and months for elective (non-urgent) surgery.

A “barrier to health care” is anything that makes it more difficult to gain access to health care. These can be geographical, financial, cultural, social or informational.

An example of a geographical barrier would be a long distance to travel in order to reach a clinic or hospital. Another would be mountainous terrain in a country with a poor road or rail system. 

Financial barriers include being unable to pay out-of-pocket for basic care (or common drugs prescribed), or lack of health insurance coverage to pay for specialist care, expensive drugs, high cost medical procedures, or prolonged hospital stays. Low income people can fall into heavy debt if they have to borrow money to pay medical bills that are high relative to their incomes. In countries like the USA, the term “medically indigent” has been coined to describe people who fall into poverty because of high medical bills. In fact, more than half of all personal bankruptcies in the USA are due to medical bills. 

Social and cultural barriers to health care include discrimination on the basis of ethnicity, religion, educational level (of the patient), gender, age, sexual orientation, citizenship status and so on. Some health care providers may treat patients of particular minority ethnic or religious groups with disdain. This may make the patients more reluctant to seek care. 

Poorly-educated patients, female patients, elderly patients, homosexual patients, patients who are illegal immigrants, may experience the same at the hands of health care providers such as doctors and nurses.
On the other hand, female patients from certain cultures and countries may be reluctant to be seen by male doctors.    

Informational barriers include lack of knowledge on where to seek care – especially lack of awareness of the availability of services provided free or at low cost by NGOs (non-governmental organisations) in the community.  
The use of digital technology (e.g. smart phones) to access health information on the Internet (from reliable sources) is a promising approach to improving the health of ordinary people. However, disadvantaged social groups such as the poor or the lowly-educated may not be able to do so because of factors such as lack of affordability, inadequate infrastructure in remote areas, and lack of knowledge on how to use new technology.
Chapter Four – Competition in Health Care 
“Competition”, according to mainstream economic theory (i.e. neoclassical economics), means the constant contests between different sellers (individuals or organisations) to sell their products/services to buyers in the market. Markets used to be localised in the past and they also used to be physical locations, e.g. places where peasants brought their products to sell to buyers. Today, with new technology and rapid means of communications, markets can be global and virtual. For example, online stock trading, with buyers and sellers distributed throughout the world. 

Proponents of competition argue that it would force sellers to become more efficient in production, improve the quality of their products and services, engage in marginal cost pricing, constantly innovate etc. in order to survive in the marketplace.

This is of course an ideal type scenario. In the real world, competition can be much reduced or even absent because of factors such as monopoly (only one seller, e.g. there is only one manufacturer for a very effective medical drug), oligopoly (small number of sellers), collusion between sellers resulting in price-fixing, protection against foreign competitors because of trade barriers set up by governments (protectionism), monopolistic competition (non-price competition), information asymmetry (buyers have much less information than sellers) and so on.   

Critics of competition in health care argue that the idea of promoting competition to improve efficiency, enhance quality and keep prices reasonable is very problematic for the following reasons:

Ordinary people possess little technical knowledge about medical care vis-à-vis health care professionals such as doctors. Therefore, they tend to follow what the doctor recommends in terms of drugs to take and treatments to undergo. Unethical doctors in fee-for-service situations (e.g. the doctor is paid a fee for each service provided or each drug sold to the patient by the doctor’s clinic) may recommend the most expensive drugs and medical treatments if they can benefit financially from doing so. There may also be overtreatment of patients, i.e. provision of care that is not medically necessary, or keeping a patient in a hospital longer than medically necessary. 
In Australia, doctors can prescribe but not legally dispense medicine. A patient will take the doctor’s prescription and go to a pharmacist who will dispense the medication. This policy is designed to reduce conflict of interest on the part of the prescribing doctor.
During times of medical emergency, many patients or their worried family members will not pay attention to the costs that will arise. They are unlikely to engage in “comparison shopping” in such situations. 
Health care consumers are often unable to evaluate the quality of services provided by doctors and hospitals, or the skill levels of individual doctors. Thus, the bedside manner of a doctor, or the “hotel services” provided by the hospital may influence judgments about how “good” the doctor or hospital is. 

National medical associations can sometimes act as de facto trade unions set up by local doctors to prevent competition from foreign doctors, e.g. a foreign-trained doctor may have to pass a series of very difficult exams in order to legally practice medicine in a particular country such as the USA.  

Private hospitals in situations of monopoly or oligopoly may take these opportunities to “charge what the market can bear”. This is especially so if their patients are affluent or have very extensive health insurance coverage.  

Chapter Five – Costs and Cost Containment  
Governments all over the world are facing the challenge of rising health care costs. The usual response to this challenge tends to be a combination of regulation (e.g. public authorities in Canada or the Netherlands negotiating with drug companies to hold down the cost of proprietary/branded drugs) and promotion of competition (e.g. the introduction of “managed care” into a country’s health care system).
The following have been identified as factors contributing to rising health care costs:

New technology
Ageing population

Epidemiological transition

Medicalisation of social problems

Rising expectations of the public

Introduction of public programmes without proper cost containment  

  mechanisms 

Unwise spending by the government

Mistakes in privatisation of health care services

The introduction of new technology in health care often drives up costs, e.g.

organ transplants, kidney dialysis, the neonatal intensive care unit (to treat premature babies), medical imaging systems such as MRI machines, or PET scanners. 

The following are from my lecture slides on how to control health care costs:

How to Control Costs? (New Technology)
a. Control import and introduction of new technology, e.g. technology assessment law and "certificate of need" (CON) law.  
b. Get doctors to practise medicine more cost-effectively, e.g. prescribe generic drugs, do not order expensive lab tests unnecessarily
c. Better planning and utilisation of facilities, e.g. the whole of Australia has fewer MRI machines than the Kuala Lumpur region of Malaysia! Reduce the number of machines and utilise them more fully

How to Control Costs? (Population Ageing)
a. Promote healthy lifestyles among the young as well as the old
b. Alternative ways of caring for the aged, e.g. care at home rather than in institutions if possible
c. Place aged people in long term care facilities rather than hospitalise them
d. Avoid "heroic medicine" if patient is a terminal case

How to Control Costs? (Epidemiological Transition – the transition in the pattern of disease to more and more cases of chronic and degenerative disease) 
a. Prevention and health promotion at the individual level
b. Spend more on environmental health and occupational health programmes
c. Better regulation of food industry (including “junk food” and the fast food industry)

How to Control Costs? (Medicalisation of Social Problems)
a. Non-medical programmes to tackle social problems such as smoking and drug/alcohol abuse, e.g. ban cigarette advertising, heavy taxes on tobacco and alcohol products

How to Control Costs? (Rising Expectations of the Public)
a. In government hospitals, do not provide unnecessary "hotel services" (since “hotel services” such as TV sets, more expensive furniture etc. only increases costs) 
b. Patients should be made to pay more if they want better "hotel services" 
c. For chronic conditions, teach patients and their families better self-care so as to avoid expensive complications, e.g. diabetics and proper foot care can prevent foot amputations 
d. Insurance companies should not pay for newer drugs and medical procedures, i.e. those which have not been subjected to rigorous clinical trials

How to Control Costs? (Financing Schemes Without Proper Cost Control Mechanisms)
a. Pay doctors and other health care providers through capitation, salaries or negotiated fees 
b. Lessen "fee-for-service" payments to reduce "supplier-induced demand" (i.e. the ability of providers to increase demand – such as a specialist doctor asking a patient to come for a follow up visit when there is actually no medical need to do so)
c. Utilisation reviews to identify high cost health care providers
d. More cost-sharing by patients, e.g. co-payments, deductibles and co-insurance (to reduce unnecessary care-seeking, to promote more appropriate care-seeking such as seeing a GP for a minor sickness rather than going directly to a specialist)

How to Control Costs? (Unwise Spending by the Government)
a. Spend more on prevention and health promotion, e.g. spend more on antenatal care rather than on neonatal intensive care
b. Reduce hospitalisation rates (i.e. wherever possible, treat on an outpatient basis) and have quicker discharges of hospitalised patients
c. Utilise lower cost health personnel to treat routine medical problems, e.g. use nurse practitioners and medical assistants to treat simple medical cases
d. Do not build hospitals unless absolutely necessary, e.g. in situations such as high demand for inpatient hospital care (because hospitals are expensive to staff and keep in operation)
How to Control Costs? (Inefficient Privatisation)
a. Privatise only if this will increase competition and result in greater efficiency (improved efficiency is associated with lower prices, better service quality, better access)
b. Better laws and better enforcement of existing laws regulating the private sector, e.g. one (controversial) proposal would be to allow private sector doctors and hospitals to advertise and inform the public about their charges for various procedures
c. Where privatisation is failing, the government should take over from the private sector
Chapter Six – Efficiency and Equity

When heath economists use the term “efficiency”, they usually mean either technical efficiency (increasing output with the same amount of inputs) or allocative efficiency (using combinations of different kinds of inputs to achieve better results). 
Technical efficiency can be improved by changing the work process or redesigning the organisation, e.g. improving triage in the Accident and Emergency department of hospitals, or getting hospitals to discharge patients more promptly, or moving some patients to long term care facilities rather than keeping them in public hospitals (thus freeing up hospital beds for others who need to be hospitalised).  

Allocative efficiency can often be raised in a particular nation’s health care system, e.g. improving population health in a developing country by spending on a combination of better water supply and sanitation, basic education, housing, pollution control etc. in combination with medical care spending – instead of just increasing spending on health services alone.

Equity with respect to health policy can refer to any of the following:

Equity in terms of financing, i.e. who bears the burden of paying the taxes  

   necessary to fund health care provided by the public sector
Equity in terms of spending on health care by the government, i.e. the
   government should spend more on services used by poor people (since the

   poor tend to have poorer health than the rich) 
Equity in terms of utilisation of health services provided by the government

Equity in terms of outcome of public health programmes, i.e. health gaps
   (measured by indicators such as the infant mortality rate and life
   expectancy at birth) should be narrowed between the poor and the rich,
   between rural areas and urban areas, between minority ethnic groups and
   majority ethnic groups, etc.    
There are also the concepts of “horizontal equity” and “vertical equity”.

Horizontal equity refers to the notion that people with similar health care needs should be able to make similar use of health care resources. 
Vertical equity refers to the (more controversial) idea that people with higher needs (such as more serious sickness) should be allowed to make use of more health care resources. The concept of vertical equity is more controversial because some critics argue that unhealthy lifestyles of individuals who smoke, drink alcohol heavily, abuse drugs, have poor nutritional habits, fail to wear seatbelts or motorcycle helmets, drive recklessly etc. usually lead to serious health problems. Hence, why should other people pay for the outcome of the unhealthy lifestyles of these individuals? 
Others argue that this is a form of “victim blaming”, i.e. lower class people have less healthy lifestyles because of their more deprived social or economic circumstances. For example, growing up in low income drug-ridden or high crime neighbourhoods; living in areas where there are few grocery stores that sell healthy foods such as fruits and vegetables; the price of fast foods is lower than that of other more healthy foods (in the USA); living stressful lives that increase the chances of smoking and drinking alcohol (in order to cope with stress).          
Chapter Seven – Government Regulation of Health Care 
In the real world, governments need to regulate the health care industry to achieve socially desirable outcomes. For example, the public needs to be protected against the sale of counterfeit, substandard, contaminated or expired medical drugs. This is done through public regulatory agencies such as the Food and Drug Administration in the USA. However, health policy scholars note that the phenomenon of “regulatory capture” (i.e. public sector regulators get too cozy with the industry they are supposed to be regulating) can jeopardise this and thus allow pharmaceutical drugs that actually harm health to be available on the market.  
The public also needs to be protected from price-gouging by private sector health care providers (such as overcharging of patients, or providing care which is not medically necessary). Furthermore, the public needs to be protected against technically incompetent or negligent care providers in clinics, hospitals and long term care facilities such as nursing homes. 
The health insurance industry also needs to be regulated so that insurance policies that are sold to the public actually provide protection against high medical bills, e.g. insurance companies cannot deny payments on flimsy grounds, or find all kinds of excuses to remove high cost patients from continued insurance coverage.

Governments can also regulate the health care sector in other ways, e.g. accreditation of medical schools, licensing of doctors and hospitals, etc. Sometimes, some of these functions are delegated to the national medical association by the national government.
Laws can be passed by the government to regulate the health care industry. However, these need to be expanded into detailed form by public bodies such as the Ministry of Health’s regulatory division. In turn, there should also be proper implementation and enforcement, with appropriate mechanisms (such as fines, license suspension, withdrawal of accreditation) for offenders who violate the laws and regulations.   

Chapter Eight – Health Care Financing
The term “health care financing” refers to the (1) raising of funds and the

(2) spending of funds on health care.

Health care can be paid for via a combination of the following:

Personal funds, e.g. out-of-pocket (OOP) payments using your own money
Financial help from relatives and friends (including borrowed money)

Local charity organisations (free care or highly-subsidised care)

Private health insurance (including employer-provided health insurance)

National Health Insurance (NHI) schemes such as those of Taiwan and
   South Korea

Medical Savings Accounts such as that of Singapore’s Medisave programme

Public sector care (free or highly-subsidised care such as the National Health
   Service in Britain, Ministry of Health clinics and hospitals in Malaysia,

   Veterans Health Administration hospitals in the USA)  

Foreign NGOs such as Doctors Without Borders (Medecins sans Frontieres
   or MSF)

Foreign governments that help to fund Ministry of Health activities in poor
   countries
OOP payment is only possible for small health care bills but this is beyond the means of many people for high bills arising from prolonged hospitalisation, serious sickness, major surgery, expensive branded/proprietary drugs and so on. Thus the necessity for other forms of payment such as through private insurance, public insurance such as NHI, and highly-subsidised public sector health care. 

Health insurance schemes are a form of “risk-pooling” where individuals join in a financial pool and thus reduce the risk of having to pay high medical bills out-of-pocket. In an insurance scheme, the healthy subsidise the sick, and the young subsidise the old. In return, those who are healthy and young now will be subsidised when they become old and sick later.  

In Britain’s NHS and Malaysia’s public sector clinics and hospitals, the financially better off subsidise the poor since those who are “rich” pay more in terms of taxes. Those who use little or no public sector services in Malaysia also subsidise those who use more public services in the health sector.
Health insurance schemes need to maintain financial solvency. If the enrollees in a scheme are mostly old and sick (because of “adverse selection”, e.g. the young and the healthy drop out from the scheme), this would threaten its financial viability in the longer term.          

Chapter Nine – Incentives and How They Influence Provider Behaviour and Patient Behaviour
One important concept in economics is “incentives” (especially financial gain and social recognition) and how they influence human behaviour. Similarly, in the sub-field of health economics, studies have been conducted on how different systems of provider payment can influence the behaviour of personnel such as doctors and hospital administrators. 
Doctors can be paid on the basis of fee-for-service, capitation, salary, or a combination of these. The main criticism of fee-for-service is that there is an incentive to overtreat patients, e.g. provision of services that are not medically necessary (such as asking a patient to come for a follow up visit which is actually not medically necessary), to overprescribe drugs, or to prescribe more expensive drugs when less expensive drugs (such as generic drugs) are available. 
Capitation means that a doctor is paid a fixed amount per month for each patient on his or her list, irrespective of whether the patient comes to see the doctor or not. For example, the NHS in Britain pays its GPs on the basis of capitation. The main weakness of capitation is that this may influence less conscientious doctors to refer more patients (especially sicker patients who are more likely to make multiple visits or are more costly to treat) on to other doctors (specialists). There is also the possibility that unethical doctors may actually undertreat patients, or fail to inform patients about the full range of treatment alternatives for their particular medical condition.  

The main criticism of putting doctors (or other health care workers) on a salary system is that there is no incentive to work harder or provide better service to patients. Indeed, if the salary is regarded as being too low, absenteeism amongst doctors (as in the public sector system of some Third World countries) may be a significant problem. Theft of medical supplies and equipment by health care workers from public clinics and hospitals may also occur.    

Public hospitals often operate on the basis of an annual budget allocation by the Ministry of Health. Private hospitals may charge on a fee-for-service basis. They can also charge on a per diem basis (i.e. the patient is charged a particular amount for each day the patient is hospitalised). 
The annual budget allocation for a particular public hospital may be too small in relation to demand for hospital services from the public. On the other hand, if the annual budget allocation is too generous, there is no incentive for the hospital administrators to operate more efficiently, or to inform the Ministry of Finance about this. In fact, as the end of the fiscal year approaches, the hospital administrators may actually try to spend as much of the monies available as soon as possible. 

As for private hospitals, those operating on a fee-for-service basis are influenced to maximise revenue by providing unnecessary medical services (or providing expensive “hotel services”), or in the case of payment on a per diem basis, keeping the patient in the hospital longer than necessary.  
The USA government’s Medicare programme introduced the DRG (Diagnostic-Related Group) to pay for hospital care in the 1980s. This was soon adopted by private health insurance schemes. Under the DRG system, a hospital is paid a fixed amount which is dependent on what DRG a patient is classified under. One challenge faced in the DRG system is hospital administrators trying to “game the system”, i.e. classifying a patient under a DRG which pays a higher rate to increase revenue.
When there is third party involvement (i.e. a private health insurer or a public insurer) between a patient and the doctor, or the patient and the hospital, the patient and the health care provider may not be cost-conscious.

For example, if the insurance company pays for health care costs, and there is no cost-sharing on the part of the patient, the patient may ask for the (perceived) highest quality of care possible, and the doctor is likely to do so, since the patient does not have to pay “out-of-pocket”. Hence the necessity for cost-sharing. This can be done through user fees such as co-payments, co-insurance and deductibles.  
Chapter Ten – Malpractice and Unethical Behaviour 
“Malpractice” can be defined as the failure of a trained and licensed professional to behave in ways or to perform professionally at levels that are expected of members of their profession. Examples of malpractice (broadly defined) and unethical behaviour in health care include errors arising from technical incompetence (such as failure to diagnose a serious disease or making a major error while carrying out surgery), neglect of patients such that patient well-being is affected, financial misconduct such as fraudulent billing, discriminatory behaviour against particular groups of patients, sexual misconduct such as molest of patients, dereliction of duty such as absenteeism of salaried health care workers from public clinics and hospitals during work hours, etc. In the field of psychiatry, sexual relations with patients is also considered to be a form of malpractice – this is because patients undergoing therapy are in a vulnerable mental state. 
Even more serious cases of professional malpractice such as murder of patients by doctors, nurses and other health care providers have occurred, e.g. the notorious British doctor named Harold Shipman who killed a large number of elderly patients while pretending to treat them. 

The purchase of insurance to protect against claims of professional malpractice can be a major financial burden for particular groups of specialist doctors in countries where such lawsuits routinely occur (such as the USA).

Steps can be taken to reduce the occurrence of malpractice in health care, e.g. proper training and licensing of health care professionals (including continuing medical education for doctors), suspension or even cancellation of the licenses of health care professionals found guilty of malpractice, fines or imprisonment imposed by public authorities, etc. 
The public authorities also need to prevent and penalise abuse (physical, psychological, sexual) or neglect of residents in long term care facilities such as nursing homes. 

The process of preventing medical malpractice can actually begin with the selection and training of medical students, i.e. medical school applicants or medical students who show signs of strong personality disorder which may negatively impact patients later on, can be rejected for admission, or even ejected from medical school (especially when there is serious misconduct while studying in a medical school – since there is a strong association between serious student misconduct and professional misconduct later on in professional careers).  
Malpractice needs to be distinguished from medical errors arising from systemic defects within a particular health care organisation, e.g. drug prescription errors can be reduced through the use of an electronic system (so that errors arising from poor handwriting of the doctor can be eliminated).
There is a term called “defensive medicine” – this refers to the economically wasteful strategy of the health care provider (such as a doctor) who orders a lot of medical tests or laboratory investigations in order to protect against a potential medical malpractice claim.         

Chapter Eleven – Market Failure
“Market failure” refers to instances where the market does not work properly (under conditions such as monopoly, oligopoly, monopsony etc.) such that resources are not efficiently allocated, output is lower than actually attainable and prices are higher than under competitive conditions. For market-oriented economists, government intervention is only advisable under a condition of market failure. (More left-wing economists disagree with this view). 
Mainstream economists acknowledge that market failure can arise because of information asymmetry (e.g. a provider such as a doctor possesses more technical knowledge than a patient, and an unethical doctor can steer the patient towards a more expensive form of treatment when less costly alternatives are actually available), externalities, public goods and so on. 

An externality occurs when the behaviour of one party affects the welfare of another party that is not directly involved in an economic transaction or activity. An example of a negative externality is a factory that pollutes the environment and threatens the health of people who live near the factory. In such a case, the government can intervene by imposing a fine on the factory for violating existing environmental laws. The government can also introduce new laws to control the behaviour of the factory owners, i.e. taking further action through regulation.

Public goods are (in economic jargon) “non-excludable” and “non-rival” and can give rise to the “free rider” problem. Because the nature of a public good is such that individuals cannot be effectively excluded from use and where use by one individual does not reduce availability to others, the government should step in to ensure adequate production of the public good (such as pollution control to ensure clean air) and fund its production through mandatory financial contributions such as through taxes.
The “free rider” problem refers to people who do not pay for a service provided, but actually benefit from it. An example would be pollution control programmes carried out by the government (which benefits all citizens). To solve the free rider problem, the government can fund its anti-pollution activities through a compulsory tax scheme imposed on all residents.  

Chapter Twelve – Neoliberalism and New Public Management (NPM)
Neoliberalism is an ideology that favours market solutions to social and economic problems and challenges, including the provision of health care of reasonable cost and reasonable quality in a timely manner to patients. Thus, supporters of neoliberalism typically are critical of regulation and are enthusiastic about privatisation of health care services. They claim that the promotion of “consumer choice” and competition between health care providers would help to promote consumer sovereignty as well as efficiency. 

New Public Management (NPM) is closely associated with the ideology of neoliberalism. NPM proponents typically argue that the adoption of managerial techniques and practices from the private sector would make government operations more efficient, i.e. achieving the same results at lower cost or with the use of fewer resources. Towards this end, they favour ways to measure job performance and output in public bureaucracies, and to implement systems to do so, e.g. “pay for performance” schemes where the achievement of key performance indicators (KPI) are rewarded with performance bonuses or promotions. NPM proponents also argue that an entrepreneurial spirit should be inculcated in the public bureaucracy and that innovation (such as public-private partnerships) should be encouraged. In the human services area, the focus should be on “customer service” as in the private sector.    

Critics of efforts to “reform” health care systems such as the National Health Service (NHS) of England argue that the endless rounds of NPM-influenced “reforms” tends to add more layers of supervisory bureaucracy and demoralise front line staff such as doctors and nurses. 
In developing countries, public-private partnerships can be riddled with cronyism (such as awarding a public contract to build a hospital to an unqualified politically-linked crony company) or corruption (a contract that allows the private sector partner to grossly overcharge the government, or engage in financial kickbacks to the politicians and bureaucrats who awarded the contract). 
Chapter Thirteen – Pharmaceutical Drugs 

There are three factors related to pharmaceutical drugs that should be of concern to the members of the public, i.e. safety, efficacy, and cost. “Safety” refers to whether a particular drug actually damages the health of a patient who takes it. One example of an unsafe drug from the history of medicine is thalidomide. This was taken by women to prevent morning sickness during pregnancy in the late 1950s and early 1960s and resulted in serious birth defects in babies. The most notable birth defect was flipper-like limbs. 

“Efficacy” refers to whether a drug actually works or not, e.g. whether Drug X actually cures the patient of a particular episode of acute disease. In the case of antibiotics, increasing resistance from disease-causing bacteria to antibiotic drugs introduced earlier is a real cause for concern in contemporary medicine. 

“Cost” refers to how much a patient (or a third party payer such as an insurance company or a government health care financing body) has to pay for a particular drug. When drugs for a particular disease are priced at high levels – and there is no low cost “generic” equivalent – this can affect the affordability of the drugs for patients and their family members.  
Governments can take action to hold down drugs costs, i.e. through negotiations with drug companies (as in New Zealand, Canada and the Netherlands), “parallel imports” and through more drastic actions such as price controls or “compulsory licensing”. Parallel imports refer to the import of a particular drug from countries where the drug is sold at a lower price. Compulsory licensing refers to the government allowing a local drug company to make and sell copies of a proprietary drug – without the permission of the patent holder of the drug (usually a foreign drug company). Governments can also help in the setting up of local companies that manufacture generic drugs that cost much less than branded/proprietary drugs (whose patents have expired).        

Government authorities that regulate medical drugs (such as the Food and Drug Administration in the USA, and the National Pharmaceutical Regulatory Agency in Malaysia) must also prevent poor quality drugs from coming onto the market, i.e. counterfeit drugs, expired drugs, adulterated drugs, and drugs that cause serious side-effects in patients. Adulterated drugs include those with levels of active ingredient that are lower than what is stated, or drugs that contain banned substances. 
The issue of adverse drug interactions arising from polypharmacy (e.g. a senior citizen with multiple health problems such as high blood pressure, arthritis, and diabetes taking so many different kinds of drugs that adverse interaction effects can arise) also needs to be considered. 
Post-marketing surveillance of drugs (drugs already approved by the regulatory authorities) is necessary so that drugs that actually turn out to harm patients can be quickly taken off the market. An example would be the drug Vioxx (rofecoxib) taken to control pain in patients with arthritis that turned out to increase the risk of myocardial infarctions (heart attacks) and strokes.  

Chapter Fourteen – Privatisation
Privatisation can be defined as the transfer to the private sector of activities and programmes that were traditionally the domain of the government and its public institutions. Until the late 1970s when Margaret Thatcher became the Prime Minister of the United Kingdom, the supply of electricity, the provision of piped water, rubbish collection, the building and operation of highways etc. was usually the responsibility of the government in most countries. Thatcher and her economic advisors pushed for privatisation of public services using the argument that the private sector can deliver such services more efficiently and effectively than government bureaucracies. With the support of international organisations such as the World Bank, other governments also followed the path of privatisation subsequently.    

Thus, then Prime Minister Mahathir Mohamed followed the British example and launched privatisation programmes beginning in the early 1980s in Malaysia. For example, activities in public hospitals such as cleaning and maintenance of physical facilities, linen supply, and medical waste management were privatised. The provision of medical drugs and supplies to public clinics and public hospitals were also privatised. 
Critics of privatisation allege that often, such programmes have resulted in higher costs for the Malaysian government (e.g. privatisation of provision of medical drugs and supplies to public clinics and hospitals) or for ordinary citizens. Higher costs can also be accompanied by deterioration of quality of services supplied. This is especially so when privatisation contracts are awarded (without tender) to politically-linked “crony capitalist” companies.  

Privatisation initiatives in the UK include allowing NHS patients to be treated in private hospitals. The criticism is that private hospitals “cherry pick” patients and avoid handling patients who are the less profitable to treat. 

Chapter Fifteen – Quality in Health Care 
According to the late Avedis Donabedian (an expert and pioneer in the measurement of quality in health care), quality can be measured in terms of structure, process and outcome.

An example of “structure” would be the availability and state of human and physical resources available to treat patients. Are there enough doctors, nurses, pharmacists, allied health personnel etc. on hand to deal with the health problems of patients in a particular community or country? Is the specialty distribution of doctors (e.g. GPs versus specialists, numbers of psychiatrists) satisfactory? Is the geographical distribution of doctors satisfactory? Are most doctors concentrated in cities and rich areas of the country while the countryside and poor communities have inadequate numbers of doctors and other health personnel?

What is the quality of the health personnel available? Are they adequately-trained or is there a problem with some medical schools (especially private for-profit ones) churning out significant numbers of doctors with deficient clinical skills?

Are physical facilities such as clinics and hospitals adequate in number and is their geographical distribution satisfactory? Are clinics and hospitals adequately stocked in terms of pharmaceutical drugs and other medical supplies? 

“Process” refers to how work is organised and monitored, e.g. in the Accident and Emergency department of a hospital, an effective medical triage system needs to be in place so that more serious cases will be prioritised and patients who are less seriously ill can be handled later. Other systems of medical care can and should be redesigned in order to reduce cases of avoidable errors, e.g. the introduction of checklists into the operating theatre, electronic submission of drug prescriptions from doctors to pharmacists (thus eliminating the possibility of prescription errors because of poor handwriting) and so on.

“Outcome” refers to the actual impact on the health of patients as indicated by statistics, e.g. hospital-acquired infections, hospital readmission rates, errors such as leaving items within the patient’s body after surgery, quality of life of the patient after medical treatment, length of survival time after major medical treatment etc.  
When assessing quality of care, timeliness is also an important consideration, i.e. patients should not have to wait for a long time to see a doctor or to undergo surgery.         

Chapter Sixteen – Rationing of Health Care
When the NHS was first introduced in the UK in the late 1940s, the expectation was that making health care free to the British people would bring about the following results – the health of the people (especially people from the poorer classes) would improve over time and thus, health care spending by the government would stabilise or even decrease (after adjusting for population growth) over time. 

However, this did not turn out to be the case – health care spending kept on increasing and thus, some aspects of the NHS had to be changed and became no longer free at the point of use.

Other countries have also experienced the same phenomenon, i.e. universal health coverage is accompanied by steady increase in health care costs. Thus, governments are forced to introduce some form of rationing sooner or later. 

Rationing can appear in various forms, e.g. long waiting lists (queues), introduction of user fees, or failure to include specific drugs or certain kinds of medical services in the list of things that will be paid for in full by a national health insurance scheme or the national health service.      
Rationing can also be in the form of excluding certain groups of people from access to particular kinds of medical services. For example, restricting access to kidney transplants only to people below a certain age.  
Rationing can also be achieved by using GPs as “gate-keepers” (through referrals) to higher cost specialist doctors and to hospitals. This is practiced in the NHS in the UK. 

In order to hold down health care costs, some form of rationing is unavoidable in national health care systems. 
“Medicine is a social science; politics is nothing else but medicine on a large scale.” (Rudolf Virchow 1821-1902) 
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(Graphic is from the blog “The Revolution Continues”)
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