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Whatis at issue?

Good health s crucial to individual and:
social welfare around the world

0 Health expenditure in OECD-area is ._
nearly 600 euros per month for each E
family of four

s - U Education expenditure is S|m|Iar

© © Need to distinguish input from output
e L Expenditure is input into health care
slag 0 The output is the health care itself
O Output is key, input is not




EXPendlture On - nge tagﬁhes to
+.leducati
health care s

Expenditure is a poor |nd|cator of outp; |
because its efficiency is uneven
Iceland: substantial hike in expenditure, ¥
but chronic shortage of health care ™
d  Queues, central planning: inefficient
AIIocatlon of resources in health care
-~ could be made more efficient
,M through market solutions
d  Greater efﬂuency means more and
better care for given resources




EXPendlture on ,}_ nge tagﬁhes to
=l educati
health care pisni

Allocation of resources is more efficienf_;
a market economy, requiring |
More private enterprise -
More competition between providers %
More allocation by price
Keener awareness of cost
i Central plannlng IS not an efficient way of
w* securing greater social equality

0 There are better ways, through social
insurance, education, and fiscal policies

S NS



Public expendlture on
health care 2001 (% of GDP)

lceland

New Zealand
Canada
Australia
USA
Germany
Denmark
France
Norw ay
Ireland

Sw eden
Netherlands
Switzerland

Portugal |
UK |

Belgium

Korea |

Luxembourg
Finland
Japan
Austria

ltaly

Spain
Greece

"-_-,Ice|and with
|its yound
populatlon

first place
within OECD

Other Nordics,
with older
populations,
near middle or

- | below

| Adjusted for age distribution of population ‘




Private expendl._f_uare on
health ca re 2001 (% of GpP)

USA |

Korea

Switzerland |

Australia

Netherlands |

Greece

Canada |
Portugal |

Germany

New Zealand |
Austria |
Belgium |

France

Ireland |
lceland |

Spain

ttaly |
Finland |

Japan

Denmark |
UK |
Norw ay |

Sw eden

Luxembourg

1US in class
| of its own

Canada around

average, behind
Switzerland,
Australia, and the

Netherlands

1Al Nordic
| countries below
,average =

for age d|str|but|on of population ‘




- Total

USA

Korea
lceland
Canada
Australia
Switzerland
New
Germany
Netherlands
Portugal
France
Ireland
Denmark
Belgium
Norw ay
Austria

Sw eden
Greece

UK

Finland

ltaly

Japan
Spain
Luxembourg

@ Public m Private

\
T

,pendltu re on
health care 2001 (% of GDP),,,;

-'Composmon
| greatly across

countrles

Q 1:1in US Kore,
and Switzerland 1%
3 1:3 on average

0 1:6 in Nordic
countries and Japan

15 20 !

for age distribution of population ‘

— _ | .
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Total expendlture on
health care 2002 (% of GDP)

United States |
Sw itzerland
Germany
lceland
France
Canada
Greece
Portugal

Sw eden
Netherlands
Belgium
Denmark
Norw ay

New Zealand

ltaly |

Hungary

United Kingdom |
Austria

Spain |

Czech Republic |

Ireland

Finland |

Luxembour

Poland |
Mexico
Slovak Republic |

|Huge expendlturfj‘__i
| with persistent

upward trend due
part to medlcal
progress
Makes a dlfference ‘
how well these
expenditures are
managed

| classic question of

efficiency In allocation

‘| of scarce resources

for age distribution of population




Health, human capltal
and economic growth

Good health is crucial to individual and. f
social welfare around the world

Does public health also matter for 8
economic performance and growth? ™%

d Human capital is good for growth
" - [ Education and health augment and
s improve human capital, and growth
.~ O Living standards are determined by

growth and nothing else, by definition



Growth differentials

| i e Country B;

v Economic system  / 2% per year

v Economic policy A

- v Efficiency
v Health?

[

Nearly threefold
difference after
60 years

Country A:
- 0,4% per year

‘National income per capita

0 b ¢ Years



Main d,etermma nts Of

growth I

Growth

/

Investment

Education

Initial income

Natural resources

@ denotes positi b
posINE e FPhysmal capital and human

capital are good for growth




Main dgtermmants 0 B
gl‘OWth I1 i

/e/ e’

Investment Education

L

Initial ncome |- Natural resources

@ denotes positiveeffect Not certam that poor countries
' grow faster than rich

©® denotes negative effect



Main dgtermmants 0 B

/e/ Growth

Investment Education

B e o

Initial income | Natural resources

) denotes posiiCAEE _'Natura’l“'rfeso-urce depende(zjnce t;cends
et ] t and education
@ denotes negative effect| 1O MU investmen




Main dgtermmants 0 B

growth IV

e

Growth

/

Investment

0

Health

Education

s

Initial income

Natural resources

@ denotes positive effect

©® denotes negative effe_\c.___t' |

e o loes pubhc health matter
| for economic growth?
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50000

= 0.80

40000

GDP per capita 2000 (US dollars)

Health' and
ijncome go
hand in hand

i Births attended by skilled health staff
1975-2000 (% of total)

157 countries




and

Education
0 ind health
w0 | JO hand |n
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60 !

Births attended by skilled health staff
1975-2000 (% of total)

0 20 40 60 80 100

e A, Secondary-school enrolment of girls : : 132 COUntrleS
v 1970-98 (% of cohort) ;




Births attended by skilled health staff

1975-2000 (% of total)
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Health IS
inversely
related to
primary . |
Jroductlon Ak
(and directly
elated to

living
standards)
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Primary production 1960-2000 (% of GDP)

163 countries
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Growth of GDP per capita 1960-2000, adjusted

for initial income (% per year)

Births attended by skilled health staff
1975-2000 (% of total)

Medical care |
is good for
growth and
vice versa

157 countries
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y

ong lives are o
ood for
groyyth and
vice versa

A-Alﬁ F'-
L\_l

for initial income (% per year)
o

Growth of GDP per capita 1960-2000, adjusted

Life expectancy 1960

Here, causation
runs from life
expectancy to
{ growth

147 countries
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econ‘mlc grOWth A increase i . | |k
health expenellture Liid
by 2.5% of GDP. 14§

8 -
6 | - r = 0.42 goes along with
increase in grow
* g o g her capita by 1°
L per year T 4 .

Health expendlture |
is good for growth.
and vice versa:

Same story

for initial income (% per year)

Growth of GDP per capita 1960-2000, adjusted

-8 - | S _
Health expenditure 1990-2000 (% of GDP) - A 163 COuntneS
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Educatidn helpsbafﬂrowth and public- -
health, SO health and growth go hand in hand
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Education Spurs'growfh X aﬁicheodhealth is also good '
for growth, so education and growth go hand in hand




- | These slides are accessible on my'
7 web5|te WWW, h| |s/~gylfason

In conclusmn

Health care, like educatlon
helps build human capital

/ Diseaseand ignorance
efieconoigiq growlis
3 Indlyidugl a | welfe

© ~ on human capital, not natural capital
5 m,,,_,HPubIlc policy needs to encourage efficient -
~allocation of resources in health care

More market solutlons less central plannlng




