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1 An Introduction to Health
Systems

DAVID MCCOY AND PASCALE ALLOTEY

1.1 Introduction

Health systems are complex. For one, they are made up of multiple
inter-acting components. Indeed, according to the World Health
Organization (WHO), a health system consists of all ‘organizations,
people and actions whose primary intent is to promote, restore or
maintain health’. They are also usually defined as country-level entities,
rendering them large, encompassing both rural and urban areas, public
and private systems as well as formal/allopathic and informal/trad-
itional systems of health provision.

Health systems perform multiple functions in society — they do not
merely deliver healthcare services and other interventions aimed at
maintaining or improving health. They play a role in protecting house-
holds from the financial impacts of both illness and the costs of health-
care. It is important to note that health systems also perform an
economic function in society (Sachs, 2001). For example, there is
some evidence that the health of a population can influence economic
productivity, while for many health workers and businesses, the health
system is an economic sector that provides employment, wages and
business opportunities. Health systems are also social and cultural
institutions that play a function in helping establish ‘a wider set of
societal norms and values’ (Gilson, 2003).

Health systems are open systems that exist in a dynamic relationship
with their wider context. Indeed, they are diffuse systems with poorly
defined and often porous boundaries and are thus adaptive and con-
tinuously evolving in response to multiple factors. For this reason, the
social, political and economic context of any health system has to be
considered when assessing its structure and performance.

Finally, health systems are sites of competition and contestation
between actors with different needs and wants. There is contestation
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over how health priorities are set, how health systems are financed and
how resources are allocated within the system. There are often ideo-
logically and politically contrasting visions of what role a health system
should play in society and what role the state and the market should
play within health systems.

These different aspects of the complexity of health systems are rarely
addressed simultaneously and in an inter-disciplinary manner. The
truth is that health systems can only be comprehensively studied and
understood through multiple disciplinary lenses, including those of
history, economics, medicine, epidemiology, politics, law, ethics,
anthropology and sociology.

This book presents a comprehensive and critical analysis of health
systems within the context of local politics, history and socio-
economic development. In the following sub-sections, we unpack
some of the different dimensions of health systems complexity.
First, we look at the different societal functions performed by the
health system. We then investigate how health systems are also sites
of contestation between different ideas and values as well as different
interest groups. We then examine a variety of approaches to con-
structing health systems frameworks and typologies and how these
can be used to describe and understand the functioning and perform-
ance of health systems. The next section discusses the open and
contextual nature of health systems and the relationship between
the health system and a variety of external factors, including shifts
in international health policy-making. The chapter concludes with
a brief discussion of systems thinking, which is discussed in greater
detail in Chapter 2.

1.2 The Different Societal Functions of a Health System

For most, the obvious function of a health system is to deliver a variety
of services and interventions. These services may be ‘personal’ services
(delivered to individuals or families) or ‘non-personal’ services (typic-
ally public health interventions targeted at entire populations or the
environment in which people live). Clearly, this is a primary function of
health systems, and most evaluations of health systems performance
are based on how well these personal and non-personal services are
delivered in terms of their effectiveness, accessibility, fairness, efficiency
and affordability.
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However, health systems are more than just a vehicle for delivering
health services. For example, health systems can help define and shape
the identity of countries. For many post-colonial countries, health
systems development is an important ingredient in nation-building,
with the construction of health facilities and the extension of healthcare
to rural populations viewed as indicators of progress and modernisa-
tion that are sources of national pride. Similarly, the health systems of
the United Kingdom, Germany and Canada are often viewed emblem-
atically as a national characteristic.

Perhaps more importantly, health systems play an essential social
function in both shaping and reflecting relations amongst groups of
people in a society. For example, national health systems reflect the
depth and breadth of the social contract between governments and
citizens by determining the scope of health-related rights and entitle-
ments afforded to the citizens or residents. They also shape and reflect
the relationship between the different socio-economic segments of
society by either reinforcing or mitigating the relationship between
social inequalities and health inequalities. The degree to which health-
care is affordable, accessible and responsive is also a critical determin-
ant of social mobility.

Furthermore, much research and evidence have demonstrated how
health systems play a significant role in defining the lived experience
of being poor, socially disadvantaged or infirm. For example, studies
from multiple countries have described how sub-standard and abu-
sive treatment from healthcare providers are viewed as core defining
features of what it is to be poor (WHO & World Bank, 2002).
Similarly, the chronic anxiety and fear produced by the lack of
protection from the costs of illness, injury and disability are
a feature of relative poverty in the USA, even for working families
(Himmelstein et al., 2005; Whitehead et al., 2001). The International
Labour Organization (ILO) defines social health protection as the
provision of organised measures to mitigate the distress caused by
the reduction of productivity, stoppage or reduction of earnings, or
the cost of necessary treatment that can result from ill health (ILO,
2008).

By shaping how medical services are organised, regulated and
delivered, health systems also play a key cultural role in society.
Indeed, by helping to define the experience and significance of core
human experiences such as birth, death and illness, health systems can
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legitimately be viewed as cultural institutions in their own right, inter-
acting with other cultural institutions such as religion and the arts.

Finally, health systems are also economic institutions. Many health
systems incorporate markets of various kinds and sizes, as well as
market actors who view health systems through a commercial lens.
And, as already noted, investments in health systems are also invest-
ments in economic development. Not only are they central to the
production of healthy and productive workers, they are also a source
of employment and can stimulate growth in other industrial sectors.

There is a tendency to gloss over the fact that health systems have
multiple identities and roles and instead view them narrowly in mech-
anistic terms as a structure or instrument designed to deliver health
services. However, a fuller understanding of health systems would
place greater emphasis on their social, cultural and economic signifi-
cance and on the fact that they represent a terrain for the contestation
of different ideas and interests.

1.3 Contestation within Health Systems

Certain competing ideas and interests are particularly important for
determining the design, structure, performance and evolution of health
systems. These include different ideological positions about the role
and responsibility of the state in guaranteeing access and providing
healthcare to all, the role and degree of freedom afforded to markets
within health systems, and the degree to which individuals are respon-
sible for their own state of health and wellbeing.

Health policy is also affected by competition and contestation
between different groups in society over how the costs and benefits of
health systems are shared. Indeed, many authors have noted the funda-
mentally political nature of healthcare reform and policy-making pro-
cesses that determine the allocation and distribution of resources and
the setting of priorities within the health sector (Barker, 1996; Grindle
& Thomas, 1991; Walt & Gilson, 1994).

Of particular importance are competing views on how health sys-
tems should be financed and to what degree financing is regressive or
progressive. Determining the extent to which health systems facilitate
the sharing of risk and the costs of healthcare across the whole of
society is fundamentally a normative process based on views regarding
the obligations of higher-income populations to cross-subsidise the
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needs of lower-income groups, and of the young, fit and healthy to help
insure against the costs of being old, disabled and unwell.

Evans (1997) identifies conflicts of interest in health systems finan-
cing as being grouped around three main axes. He describes the first as
being between ‘those who pay for services, and those who are paid for
them’ and centred around the fact that healthcare expenditure is always
translated into healthcare incomes (to those who are paid to provide
healthcare). As a consequence, there is always a tension between actors
who want to contain costs (taxpayers and governments) and those who
want to maximise expenditure (health professionals, pharmaceutical
companies, etc). In practice, overall expenditure can be grown by
increasing public health budgets and/or expanding the inflow of private
health finance through direct out-of-pocket payments or private insur-
ance systems.

It is also the case that different provider groups within the health
system will compete with each other to capture healthcare expenditure
as income for themselves. Thus doctors may promote ideas and policies
to safeguard the pre-eminence of medicine within health systems and
stave off competition from other types of healthcare provider.
Pharmaceutical companies will promote policies and practices that
increase the consumption of proprietary medicines; private insurance
companies will lobby against social or national health insurance
models and against any regulation of insurance markets that would
impinge on their ability to generate profits. While these tensions may be
the result of legitimate technical disagreements about the most effective
and equitable use of resources in a health system, they may also be the
result of competing interests.

The second axis of conflict, according to Evans, is between different
groups of payers, and it is mainly centred around the choice of method
of health financing and how this determines what share of any given
level of health spending will be borne by different groups in society. As
financing from general taxation generally places a larger burden on
people with higher incomes in contrast to private financing, which
places a greater burden on those who become (or are at most risk of
becoming) ill, Evans argues that it is no surprise that ‘higher-income
people tend to support private finance, whereas lower-income people
do not’.

Evans’ third and final axis of conflict is over access to services and the
choice between a universal and equitable public sector health system
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and a mixed public—private system. This conflict is between a single
system that limits the advantage to people with higher incomes in
accessing better care and a mixed system that gives some people the
opportunity to ‘buy their way to the front of the queue and to ensure
that any “rationing” is imposed on someone else’.

The three axes of conflict can also reinforce each other. For
example, pressure from higher-income groups to ensure that they
can access higher-quality care in the private sector can be reinforced
by provider groups lobbying against cost containment and restric-
tions within a universal system as a way of increasing overall health
expenditure.

Finally, it is important to note that while the choices between differ-
ent health financing models and policies can be framed in political and
ideological terms, they can also be framed in non-political and techno-
cratic ways. For example, universal systems of healthcare financing and
provision can also be promoted as enabling health systems efficiencies
through economies of scale and monopsony power. Equally, mixed
systems of financing and provision can be advocated as efficiency
measures by creating market competition and encouraging greater
levels of individual responsibility for health. This point is pertinent
because there is a tendency to cast many debates about health policy
and healthcare reforms in technocratic terms to obscure or downplay
political and ideological differences.

1.4 Health Systems Frameworks and Typologies

Given the complexity of health systems, it is not surprising to find that
several frameworks have been developed to help study and evaluate
them. Many are designed to help describe and understand the various
components that contribute to the primary function of delivering
health services.

For example, the WHO ‘building blocks’ framework comprises six
building blocks consisting of ‘leadership and governance’; four inter-
mediate blocks consisting of ‘financing’, ‘the health workforce’, ‘med-
ical products, vaccines and technologies’, and ‘health information
systems’; and a final block consisting of ‘service delivery’.
A framework used by Roemer (1993) similarly conceptualises four
functional components that combine to enable service delivery:
(1) financing; (2) production of inputs (e.g. personnel, facilities and
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pharmaceuticals); (3) organisation and structure of the health system;
and (4) management.

These and other frameworks tend to share a pattern of having
a component related to an organising function of some sort (variously
labelled as ‘governance’, ‘stewardship’, ‘management’, ‘leadership’ and
‘regulation’), which is then combined with various categories of inputs
required to deliver services (e.g. finance and personnel).

However, while such frameworks describe the various components
involved in producing health services, they do not provide a useful basis
for understanding the social, political and economic dimensions of
health systems. For example, the WHO building blocks framework
does not allow for the description or assessment of a health system
according to the core issues of how health financing, resource alloca-
tion and benefits distribution are structured and organised.

Thus it is necessary also to consider frameworks that speak more to
these issues, especially political economy frameworks that are focused
on describing the determinants of how the costs and benefits of health
systems are distributed across society. Such political economy frame-
works typically integrate an analysis of how different stakeholders
relate to each other and to certain key functions. Many focus on the
roles and powers of government and other public institutions in defin-
ing the relationship between financing and healthcare delivery, and
determining the mandates, opportunities and powers of other actors,
and use this as a basis for creating a typology of health systems (Bohm
et al., 2013; Field, 1973; Wendt et al., 2009).

One such approach by Rothgang et al. (2005) highlights the core
regulatory function of structuring the relationships between financing
agencies, healthcare providers and potential beneficiaries and classifies
health systems according to who is involved in carrying out this func-
tion. They also break down regulation into six objects: (1) determining
which parts of the population are included in the public and/or private
system (coverage); (2) determining the system of financing; (3) deter-
mining how providers are remunerated; (4) determining which pro-
viders have access to markets and financing agencies; (5) determining
how patients access providers; and (5) determining the content and
range of services available to patients (Rothgang et al., 20035).

Another political economy framework is one used by Roemer to
classify health system policies into four broad types: (1) entrepreneurial
and permissive; (2) welfare-oriented; (3) universal and comprehensive;
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and (4) socialist and centrally planned (Roemer, 1991). The
Organization for Economic Cooperation and Development has also
categorised health systems according to three features: (1) whether the
prime funding source consists of payments that are made voluntarily or
that are compulsory; (2) whether services are provided by direct own-
ership (e.g. the ministry of health or social insurance agency provides
the services itself), by contractual arrangements (e.g. the ministry of
health or social insurance agency contracts providers to deliver ser-
vices), or simply by private providers (paid by direct out-of-pocket
payments); and (3) whether services are paid for prospectively or
retrospectively (Bohm et al., 2013).

As a final example of the many ways in which health systems can be
described and understood, we draw attention to the selection of a set of
five key descriptors suggested by Mills and Ranson (2012):

¢ The dominant method of financing (e.g. tax, social insurance, pri-
vate insurance, out-of-pocket payments).

® The underlying political philosophy (e.g. capitalist, socialist).

¢ The nature of state intervention (e.g. to cover the whole population
or only the poor).

¢ The level of gross national product (e.g. low, middle, high).

e Historical or cultural attributes (e.g. industrialised, non-industrialised,
transitional).

1.5 The Open and Contextual Nature of Health Systems

As noted earlier, health systems are social institutions that can help
inform wider social and political norms and attitudes such as those that
relate to the relationship between the state and inhabitants or between
different segments of society. However, health systems are also clearly
affected and influenced by social, economic and political forces that are
highly contextual.

For example, the end of the Second World War in western Europe
and the end of direct colonialism in Africa and Asia were political
events that helped produce an environment that sustained strong gov-
ernment commitment to the idea of universal public sector health
systems. Conversely, the collapse of the Soviet Union and the shift
from a socialist to a capitalist political system precipitated the collapse
of the universal health system in many parts of the former Soviet Union.
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Other examples of political systems influencing the design of health
systems include the racist and fragmented structures of the apartheid
health system in South Africa and the communitarian health system of
Cuba.

We can also see how ideologies and value systems such as democracy
and human rights can shape the design of health systems. For example,
many countries now have constitutions in which governments have
duties to ensure the progressive realisation of human rights, including
access to essential healthcare. At the same time, health systems are also
affected by political and economic changes. For example, economic
recession and a debt crisis in Africa, Asia and Latin America in the
1980s and 1990s led to structural adjustment programmes that pro-
duced a set of health sector reforms that included public sector budget
cuts and a shifting of the burden of healthcare costs onto households
through the use of user fees and private healthcare.

Similarly, neoliberal policies and globalisation have combined to
produce a set of political dynamics that have had profound influence
on the design and evolution of health systems. These include an
increase in cross-border flows of finance, goods and services affecting
the health sector and the general adoption of policies aimed at deregu-
lating the health sector, outsourcing healthcare services liberalisation
and promoting privatisation. Some of these changes have also been
enhanced by technological developments that have facilitated the faster
and freer flow of finance and information across national borders.

Any understanding of the evolution, design and performance of
a health system must therefore include an analysis of its social, eco-
nomic and political context. It is also important to examine the wider
context when considering policies to develop, strengthen or reform
health systems for the future. While health systems are subjected to
a variety of external forces and changing circumstances, ideally they
should be capable of anticipating new external forces and changes to
the context in which they operate. For example, developments in
medicine that are driven by technological advances in artificial intelli-
gence, gene therapy, robotics, nanotechnology, cybernetics and tele-
communications are likely to create a variety of demands on health
systems and healthcare services that can be accommodated either in
a planned or an unplanned manner. Similarly, we can anticipate that
global warming and climate change, coupled with the likely accom-
paniment of mass population displacements, will exert pressure on
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