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Should there be a ceiling on what percentage of 
GdP countries spend on health?

effective programmes are low cost—for 
example, the national service frameworks 
for coronary heart disease and diabetes in 
the UK, which identify and treat patients 
at high risk of vision loss, and programmes 
to help people with long term medical con-
ditions such as diabetes and Parkinson’s  
disease.3-5 

Policies and incentives
There are new policies and incentives for 
enhanced primary care that can improve 
services by changed use of funding. Such 
changes include spending on new kinds of 
home care and telemedicine,  which make 
it possible to treat more people out of hos-
pital.6  Disease management for prevention 
and early detection could also contribute. 
The UK’s recent cancer reform strategy 

has made a strong case 
for increased investment 
in prevention, in part 
financed by reduced hos-
pital admissions.7 

We should put advances 
in communication tech-
nology that have revolu-

tionised services such as air travel to better 
use, through locally driven investment 
programmes that create powerful incen-
tives for fast results. Much more support is 
needed to make better use of experienced 
staff time in a service that must live without 
growth in staffing hours. 

As the Organisation for Economic Coop-
eration and Development rightly stressed, 
“Ultimately increased efficiency may be 
the only way of reconciling rising demands 
for healthcare with public financing con-
straints,” and it went on to conclude that 
“changing how health funding is spent 
rather than mere cost cutting is key to 
achieving better value.”8 

The age effect
There are also the fiscal and labour market 
consequences of population ageing with 
fewer young taxpayers or healthcare work-
ers and more older service users.9  We have 
some years before this age effect reaches its 
full impact on health services—we should 
use the time to invest in  redesigning 
 services for older users who have a much 

greater requirement for social as well as 
health support. Within the UK there is a 
general recognition that services for frail 
elderly patients are inadequate.10 

Health care in most developed countries 
is now a series of fragmented activities, a 
kind of feudal system where there is every 
interest in retaining liege control of the 
fragments. There will be no incentive to 
invest in a new kind of health service while 
the easy option of continued growth in high 
spending in the old one remains. Although 
fears have been raised that any cap could 
lead to increased private spending, a more 
effective public sector performance would 
counter this. Indeed, mixed health systems 
in the Netherlands and Australia live with 
lower shares of GDP than the UK.

In the longer term health spending may 
well rise as a share of GDP, but the chal-
lenge for the next five years is to redesign 
services for the future—and for that we need 
strong economic incentives at all points of 
responsibility in the health system.
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 From 1990 to 2005, health 
spending in real terms rose 
almost twice as fast as gross 

domestic product (GDP) across countries 
in the Organisation for Economic Coop-
eration and Development—4.5% compared 
with 2.5%. This is unsustainable in an era 
of lower growth as the UK government, for 
example, says it has reached the limits of 
taxable capacity. A new approach is there-
fore needed.

For the UK and for much of old Europe 
it would be strong and timely discipline to 
plan for health spending to increase at the 
same rate as GDP for the next five years. 
This would send a message that the key 
challenge is to get more 
value from the vast sums 
of money currently being 
spent on health services.

Apart from the United 
States, most developed 
countries now spend 
around $3000 (£2000; 
€2400) per head on health, which is 8-9% 
of GDP. For the next two years, the reces-
sion effect is a threat even to this level of 
spending. Once growth resumes spending 
could rise to $3300 over five years, while 
faster growth could raise it to $3600. The 
cap is a signal about priorities—that it is 
far more important to use the $3300 more 
effectively through system redesign and 
better financial management than to raise 
it to $3600.

Value for money
In the ideal situation we would make 
decisions on health spending according 
to value. This would be especially timely 
given the strong evidence from both the 
US and Europe about the gains of such an 
approach for effective health care.

From 1990 to 1998 the return on health 
expenditure was 148% in the UK (for every 
pound spent, we got £2.48 worth of health 
gain back),1  and similar gains have been 
shown in the US.2 

The priority now is to raise value from 
the health pound or euro. Many of the most 
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for the future—and for that 
we need strong economic 

incentives

Nick Bosanquet professor of health policy, Imperial College, 
London SW7 2AZ n.bosanquet@imperial.ac.uk 



BMJ | 13 deceMBer 2008 | VoluMe 337       1383

head to head

There are several good reasons 
for not fixing health spending to 
a varying gross domestic prod-

uct (GDP). The funds we choose to allocate 
to health care should reflect the comparative 
value that a health service represents for the 
population in relation to needs of other sec-
tors, rather than GDP. The progress of medi-
cal science and an ageing population may 
increase both the relative benefit and cost of 
health care, requiring greater expenditure. 
Health care is labour intensive and therefore 
its costs may increase more than those of 
other sectors of the economy that can more 
easily improve productivity through automa-
tion and technological progress, making cur-
rent distribution of funds inappropriate.

Health spending should reflect medical 
needs not unstable economic trends. Although 
suboptimal effectiveness and efficiency may 
justify temporary caps in further spending to 
provide necessary pressure for improvements 
and incentives to reduce slack, it does not 
legitimise the argument to fix the proportion 
of GDP spent on health care.

Many developing nations have limited 
their spending on health care without assess-
ing its contribution to society, often based on 

 recommendations 

and employers in any community; the NHS 
is the single biggest employer in Europe. We 
therefore need to substantially improve our 
assessment of health care’s GDP and may 
then find that current and even increased 
investment in health is quite “profitable.”

Fair share
However, before health care can make claim 
to increased costs and possibly a bigger pro-
portion of GDP using arguments of value, 
citizens and users need to be convinced that 
the spending on health systems is efficient, 
fair, and equitable.8 Services should primarily 
offer treatments necessary for improvement 
of unequivocal and reasonable health prob-
lems. Only the relevant and most effective evi-
dence based treatments should be performed 
and paid for to maintain acceptable costs. 

However, the subjective 
perception of pain and suf-
fering of patients still needs 
to be met with empathy 
for health care to sustain 
popular support.9 Finally 

reimbursements should cover only the least 
costly of equally effective treatments.

There will be limits on what we choose to 
allocate to health care, but these should not be 
defined by a fixed fraction of GDP or by pro-
jections of current growth. Instead we should 
determine overall spending limits according 
to our estimate of where the total benefits for 
society have reached an optimum. Such esti-
mates are in most countries reached through 
administrative and political deliberation and 
bargaining processes involving professionals, 
economists, bureaucrats, and politicians.10 
Statistics and experience from democratic 
countries indicate that it is possible to reach a 
level of health care that is politically accept-
able to citizens for 8-12% of GDP,11 given fair 
agreement on cost effectiveness. A rational 
choice about the level of healthcare funding 
may result in limited increases in spending 
(and in the proportion of the GDP) as socie-
ties develop and medicine progresses. This is 
a natural evolution of welfare as well as of a 
modern society that most citizens and patients 
would welcome and support.
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Despite the global financial crisis, demands on healthcare budgets seem to be ever increasing. 
Nick Bosanquet believes it is time to limit spending, but Werner Christie argues that it  

should reflect medical needs not economic performance

and conditional loans from the World Bank 
or International Monetary Fund, and often 
resulting in great harm to their populations.1 -3 
The problem is that there is limited research 
and literature in health economics on the 
value and benefit to citizens and community 
contributed by health and health care as a 
whole, even if specific technologies have been 
assessed. Admittedly, it is difficult and contro-
versial to estimate the overall monetary value 
of health and health care. Such estimates are 
 nevertheless crucial to answer the question 
raised in this debate.

Economic contribution of health care
Other market based sectors of the economy 
can refer to sales figures, earnings, and stock 
value as indicators of benefit, dubious as they 
may be.4 Health care produces less tangible but 
quantifiable benefits such 
as recovery, re-established 
abilities, health status, 
and  wellbeing.5 However, 
as these non-monetary 
 benefits are gained at 
 visible financial cost, common economic jar-
gon tends to indicate that most sectors contrib-
ute their share of GDP to the economy, while 
health care costs its share of GDP for society.

Health care not only saves lives, restores 
capabilities, and reduces suffering, it also con-
tributes to the security and quality of life for 

individuals, to a compassionate culture, and 
an equitable and fair community.6 Health is 
a basic precondition for enjoying many of 
the other goods and benefits society and the 
market can provide.

In addition, health institutions contribute to 
the economy by offering extensive employ-
ment, providing environmentally friendly 
jobs for both less and highly educated peo-
ple.7 It offers both high tech and high touch 
(care) service industry careers and generates 
a substantial volume of tax as well as market 
demand for supportive products and services. 
Some of these, like drugs and medical devices, 
are among the most profitable business sec-
tors in the world with substantial contributions 
to GDP. New drugs and health technology 
may increase the volume and cost of health 
care but also boost the benefit through more 
effective and less painful care. Healthcare 
 institutions are among the biggest enterprises 

there will be limits on what we 
choose to allocate to health care, 
but these should not be defined 

by a fixed fraction of GdP
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