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Health care finance
Given the acute nature of the financial crisis afflicting the
National Health Service, it is only too easy to assume that this
is a peculiarly British. phenomenon reflecting the particular
circumstances of our economy. In fact, the crisis of health
care finance-too many demands chasing too few resources
is international. Britain's problems may be aggravated by
local conditions, and in particular by the policies ofthe present
Government. They are, however, in no sense unique. In the
words of that invaluable international collection of data
Health Care: the Growing Dilemma, now available in a revised
edition,1 "Everywhere, our analysis indicates, health needs
and demands will continue to rise faster than the resources to
meet them." This indeed echoes the conclusion of the World
Health Organisation, which, in a report2 published earlier this
year, pointed out that all nations had been affected by inflation
and the "high costs of modern diagnostic techniques and
methods of treatment," and warned that "drastic measures
will be needed in future and the more complicated and expen-
sive procedures will have to be reserved for carefully selected
cases."
The implication of these reports is both clear and uncom-

fortable: the crisis of health care is not a passing, temporary
phenomenon, sooner or later to be dispelled by a new era of
economic growth. It is a chronic condition, and the NHS (like
all other health services) will have to learn to live with it and
to adapt accordingly. Increasingly the emphasis will have to
be on making the best use of available resources and applying
them where they are most needed and where they make the
most impact-though the problem in all this is that these two
aims of policy need not necessarily point in the same direction.
For example, the mentally handicapped may have great
"need" in terms of caring resources, but the impact of
expenditure in terms of curing results would be negligible.

Certainly international comparisons suggest that the total
amount spent on health services, either as a proportion of
national income or per head of population, is an inadequate
indicator of whether or not a country has an effective system
of medical care. The Growing Dilemma shows that the United
States and Germany both spend a higher percentage of their
gross national product on medical care than does Britain;
further, since these are much richer countries, the difference
is even more accentuated when the expenditure is measured
in dollars per head of population. On this measure, the US
spends three times as much as Britain-something like 300
dollars per person annually as against about 100. But when
these countries are ranked by mortality rates for different age
groups the position is reversed: Britain comes 6th in the

international league table, while the United States and
Germany are respectively 19th and 16th. Interestingly, the
countries which combine high expenditure and low mortality
tend to be the small West European States such as Sweden and
the Netherlands, though both these lose more working days
through sickness than this country.
One difficulty in interpreting such cross-national data is

that it is impossible to isolate the contribution ofhealth services
from other factors affecting the population's health, notably
social conditions. Even so, it seems likely that the distribution
and organisation of health services within each country is
crucial. One of the reasons for the poor showing of the United
States is that the supply of doctors there is in an inverse
relationship to need as measured by income: morbidity
and mortality are directly related to poverty. Another factor
is the excessive concentration of medical manpower in certain
specialties: 25% ofUS doctors practise surgery as against only
14% in England and Wales. So not surprisingly the United
States does not appear to get benefits commensurate with the
investment of resources, while Britain seems to do remarkably
well considering the relative inadequacy of the funds allocated
to the NHS.

International comparisons do not, therefore, provide simple
models for improving the NHS, though the Royal Com-
mission will, we hope, look at British problems in the light of
the experience gained by other nations as well as our own
parish-pump preoccupations. Indeed, the experience of other
countries may suggest that some much-discussed options are
less attractive than seems at first sight: for instance, while there
is rightly much concern about the administrative costs of the
reorganised NHS the expense of collecting insurance contri-
butions and paying out individual benefits may be higher still.
The international perspective does also emphasise the import-
ance of certain policy preoccupations shared by all advanced
industrial countries. In particular, it underlines the need for
making more intensive and frugal use of existing resources-
especially in the expensive hospital-based specialties-in order
to apply any extra funds that may become available to
strengthening the preventive and primary-care sectors of the
health care system. Such a strategy is not just a short-term
expedient, forced on Britain by economic crisis. It is a long-
term imperative for all countries faced by a widening gap
between what is desirable and what is available.
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