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Linking health and economic policy to 
speed up increased household welfare
Guy J. Carrin1

Jeffrey Sachs has made a powerful plea for scaling up investment 
in the health sector in developing countries, as an essential ele-
ment in the fight to reduce poverty. He argues that in order to 
meet the challenge of providing a better organized health system, 
drastic increases in external funds will be needed. He further 
counts on better health to automatically enhance productivity 
and enable higher economic growth. Indeed, for him, macroeco-
nomic issues are not at the forefront of the discussion: scaling up 
is seen as an essentially sectoral concern. I am far from at ease 
with this view, however. I doubt that many developing countries 
will automatically and quickly benefit from the impact of better 
health on productivity and economic growth.

I do not want to disprove the available evidence that, on 
average, there is a positive nexus between health and economic 
growth in a large sample of countries. Rather, my worry is about 
the speed with which this positive interaction can be set in mo-
tion. I believe this is of great interest to many people, especially 
those in low-income countries who, apart from wanting good 
health, also hope for the material well-being that means having 
enough money for food, children’s education, housing, etc.

In the short run, it does seem evident that health improve-
ments will enhance or at least maintain households’ welfare, 
for example by helping breadwinners who were previously ill 
and not fully able to work to restore their income position. Is 
this sufficient? While the employed will tend to become more 
productive as a result of better health — and the extra produc-
tivity should be translated fairly rapidly into higher salaries or 
income — this is unlikely to be the case for many of the large 
group of unemployed or underemployed.

I submit that there is an urgent need for extensive invest-
ment plans in the various sectors of the economy, which will 
boost the planned output in the economy and thus trigger em-
ployment and generate income. Without such investment plans, 
households’ wealth will risk stagnation. As is the case with the  
scaling up of health services in low-income developing coun-
tries, these plans will also require foreign direct investment. 
Proof of the beneficial effects of investment on the economy 
and welfare in general can be found in many East Asian coun-
tries: in several of them foreign direct investment has played a 
crucial role. One can further learn from these countries how 
they entered into a virtuous circle of economic growth spurring 
health improvement spurring further economic growth, and 
so on. Therefore, it ought to be examined how investment can 
be triggered most efficiently and rapidly. Foreign direct invest-
ment ought to be stimulated through the continued opening 
up of developing economies as well as by the use of powerful 
investment incentives through new and innovative bilateral 
and international agreements.
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To summarize, better health in developing countries, 
especially for the poorest people, is badly needed, and this of-
fers an important potential for improved production capacity. 
Nevertheless, important investment in sectors of the economy 
other than the health sector alone is also required to enable 
people to benefit economically, and reasonably rapidly, from 
the investment in health. In other words, it is advanced that 
any new health policy ought to be accompanied by economic 
policy directly stimulating investment and employment, rather 
than merely waiting for health’s economic benefits.  O
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Find out what works to achieve the MDGs
William D. Savedoff2

Professor Sachs has put forward two important arguments for 
dramatically scaling up efforts to improve health in developing 
countries. The first is based on the urgency for dealing with the 
extraordinarily high burden of diseases such as HIV/AIDS and 
malaria, because they have social and economic consequences 
that lock countries into continued poverty, poor health and 
situations of failure.

The second argument is that health investments repre-
sent a better use of public funds than other current uses. It is 
on this latter argument that Sachs has been most original and 
insistent. Rather than posing the question of allocating funds 
between vaccinations and hospital care, or between health and 
education, he emphasizes the low absolute levels of spending 
on critical social services compared with any number of other 
relatively less important uses. This second argument stops us 
from asking about the opportunity cost of one programme 
versus another. Instead, it forces us to ask: “if funds were not 
the limiting factor, what would we do differently?”

So far, answers to this question have been inadequate. 
Our lack of new ideas is not surprising — in part, because in-
sufficient funding is only one of many reasons for the failure of 
public health services in developing countries. Institutional and 
political problems, a scarcity of skilled health professionals, 
and mismanagement are also to blame, but do not constitute a 
reason to accept current practice or our limited scope of action. 
With proper use of new funds, it should be possible to confront 
and resolve such constraints.

There is another reason, however, for the dearth of new 
proposals. In part, it is because we do not know what works. 
A recent book documents 17 successful public health interven-
tions (1), but in preparing it another 27 cases — considered 
to be important successes by many experts — were excluded 
because no rigorous impact evaluations could be found. Conse-
quently, we learned little about those interventions, whether or 
not they were really successful and what did or did not work. 



951Bulletin of the World Health Organization | December 2004, 82 (12)

 Round Table 
  Round Table Discussion 

1  Assistant Professor, Yale University School of Medicine, New Haven, CT 06520, USA (email: jennifer.ruger@yale.edu).

As another example, community-based funding of health ser-
vices has been promoted for decades, but a recent review of 127 
studies found that only 24 of them measured whether service 
utilization had increased. Of these, only two cases had the inter-
nal validity necessary to learn whether or not the programmes 
were working (2).

I believe that it is necessary to take Sachs’s challenge 
seriously and to think boldly about what can be done when 
funds are not a constraint. We also have to recognize, however, 
the handicap of having invested so little in building knowl-
edge about public health interventions over recent decades. 
Fortunately, initiatives are under way to remedy this situation 
at several development banks, bilateral agencies, nongovern-
mental organizations and private foundations. As one example, 
the Center for Global Development has convened a high-level 
working group to investigate how collective action by interna-
tional agencies could effectively channel funds into studies that 
promote real learning. As we mobilize today to tackle urgent 
health problems, we must not forget to collect the information 
about these programmes and policies that will make it possible 
— in three, four or five years from now — to say “try this, it 
works!”  O
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Millennium Development Goals for health: 
building human capabilities
Jennifer Prah Ruger1

In 2000, the world community adopted the Millennium Devel-
opment Goals (MDGs), a number of which are health-related 
(child and maternal mortality; HIV/AIDS, malaria and other 
diseases; poverty; hunger; safe water; sanitation; and essential 
drugs), and began a process of global cooperation to achieve 
set targets within fifteen years. Since that time, there has been 
much discussion of current progress, future achievements and 
roadblocks to success. Virtually every international organization 
has weighed in on the debate.

In his thought-provoking article, Jeffrey Sachs reiterates  
the compact agreed to by poor and rich countries in the Monter-
rey Consensus — that rich countries increase donor financing, 
while poor countries accept responsibility for good governance, 
policy design, and transparency and openness in implementa-
tion. While the next step for rich countries is clear, poor coun-
tries have additional steps to take with regard to increased donor 
financing, Sachs argues. These steps are fourfold: a strategy for 
scaling up health services; implementation plans for investments 
in physical capital and human resources; a financing plan; and 
advocacy. This approach rests on the premise that the primary 
barrier to achieving the MDGs for health is suboptimal govern-
ment health-care spending.

Improving government health-care spending and invest-
ments in human and physical capital are essential to achieving 
the health-related MDGs, as is improving resource allocation 
within the health sector through more equitable allocations tar-
geted to primary care and specific populations and geographical 
areas. Greater efficiency and better health-care quality are also 
critical. Low-technology, cost-effective solutions exist to pre-
vent death and disease such as antibiotics, immunizations, basic 
hygiene and health care, health knowledge, bednets, prenatal 
and obstetric care and nutrition. From a medical or public 
health perspective, the problem is not a lack of interventions; 
the predicament is that they are not being made universally 
available. Solving the dilemma of universal coverage and access 
to technology (1, 2) is a problem of collective action, not one 
of medicine or public health.

Achieving the health-related MDGs thus requires more 
than scaling up public health investment, important though 
it is (3); it also requires a transformation in underlying values 
and societal structures (2, 3). Progress towards health for all will 
require a strong commitment by national and local leaders who 
are held accountable by their electorates (4). Such assurances 
involve social arrangements that protect all individuals, espe-
cially the most deprived and excluded, from avoidable health 
deprivations and rest on principles of equality of all people and 
health improvement as a common goal of humanity (5, 6). 
Establishing social arrangements that secure the opportunity to 
be healthy requires, in turn, a culture of social norms and ethics 
and the institutions, laws and strong economic environment 
to provide resources for sustainable health system reform. Eco-
nomic resources are indeed required to assist health spending, 
but a growing economy and increased health spending must 
be sustainable, not temporary: the international community 
should provide support, not promote dependence.

Achieving the MDGs for health also requires democratic 
systems that are inclusive and publicly accountable and that 
ensure free and independent media and civil society, transparent 
policy-making and separation of powers (4). Military dictator-
ships, for example, have little incentive to ensure health for all, 
and poor and sick people without civil and political rights have 
little power to establish claims to social policies that promote 
access to quality health care and other social services (3, 7). 
Greater political voice can be an important step in alleviating 
social disparities, and participation in collective decision-making 
about health is itself a valued freedom.

At the international level, global actors and conventions 
can help establish better policies, laws and institutions and 
achieve consensus on global norms and ethics (1). It is thus 
imperative to establish a system of global governance that is 
inclusive, fair and transparent, one that offers opportunities for 
participation of all countries and individuals so the benefits of 
the global economy and technology — especially technology 
for health — are distributed more equitably and aid in securing 
fundamental freedoms for all.  O
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Macroeconomic reform is necessary to 
progress in the MDGs
David Sanders1

Jeffrey Sachs proposes that not only the health-related Mil-
lennium Development Goals (MDGs), but even the first and 
overarching goal — the reduction of global poverty by half by 
2015 — are dependent on making health services available for 
all. Thus, he avers, “improvements in public health are vital 
not only in their own right but also to break the poverty trap 
of the world’s poorest economies”. This echoes an important 
new message from the Commission on Macroeconomics and 
Health (CMH) that places significantly greater emphasis on the 
contribution of health to economic development than on the 
contribution of underdevelopment and poverty to ill-health 
(1). But as Katz has commented: “The relationship between 
health and poverty is two-way but it is not symmetric. Poverty 
is the single most important determinant of poor health. But 
poor health is very far from being the single most important 
determinant of poverty. Poor health exacerbates existing poverty. 
Both the vicious cycle and the ‘virtuous’ cycle of health and 
poverty are misleading images, as they imply equal weight of 
the two poles of health and economic development” (2).

Nevertheless, Sachs asserts that health services are the key 
to attaining the MDGs. While health services undoubtedly 
have much to contribute, there is considerable historical and 
empirical evidence that demonstrates the major contribution 
of improved incomes, environmental factors (water, sanitation, 
housing, etc.) and social factors (education, social capital, gen-
der and racial equity, etc.) to health improvements (3). Although 
Sachs recognizes this by referring to smoke-free living environ-
ments and water supply, the remainder of his article is based 
on a calculated gap of US$ 30 billion per year “to enable the 
poorest countries to deliver basic life-saving health services” (my 
emphasis). While such a costing exercise is useful, the challenge 
of improving public health — and achieving even the health 
MDGs — is about much more than health services.

Sachs’s article is, above all, a moral challenge to the rich 
countries to “hold up their end of the bargain”. Developed 
countries are reminded of the Monterrey Consensus that urged 
them “to make concrete efforts towards the target of 0.7% of 
gross national product (GNP) as official development assis-
tance (ODA) to developing countries”, as the evidence is that 
ODA from the G8 has been declining in the recent past, despite 
commitments to the contrary by the rich countries (4).

In order to secure what is, in effect, the charity of the 
rich world and obtain more donor financing for health, 
Sachs urges developing countries to take four ambitious 

steps: develop an overall strategy for scaling up health services; 
develop detailed plans of implementation, including a (welcome) 
focus on human resource development; develop a financing plan; 
and undertake advocacy. In a sense, he advises poor country 
governments to make ambitious plans and bold demands in 
order to receive more largesse from the wealthy world.

The strength of this brief article is that it passionately, yet 
succinctly, flags the health and health-care crises in developing 
countries and challenges rich countries to bridge the financing 
gap with substantially increased (but, to them, easily affordable) 
overseas aid. Its fundamental weakness, however, is that, like 
the CMH, it carefully avoids any interrogation of currently 
dominant macroeconomic policies or of the structures and 
mechanisms that entrench developing country disadvantage, 
ill-health and deteriorating services. For public health and 
the health sector, these include the World Trade Organization 
— dominated by the rich and powerful countries — and its 
conventions regulating trade in both commodities and intel-
lectual property, the latter being exploited as patent rights 
by the transnational pharmaceutical corporations and plac-
ing many essential drugs beyond the economic reach of many 
poor countries. Similarly, the new GATS (Global Agreement on 
Trade in Services) convention, which threatens privatization of 
public services, including health, is not mentioned nor is its 
likely effect in further accelerating the medical “brain drain”. 
As in the CMH, Poverty Reduction Strategy Papers (PRSPs) 
are recommended as the main mechanism to direct ODA 
towards strengthening developing countries’ health systems. 
Yet PRSPs are an integral component of the above regime of 
global economic governance that includes reforms such as 
reduced public spending on health and is leading to rapidly 
widening inequalities in income, access to health services and 
health outcomes (5).

While Sachs’s advocacy for increased aid is welcome, his 
silence on radical reform of the present increasingly discrimina-
tory global economic dispensation, of which more equitable 
ODA should be part, is akin to focusing on palliative care 
rather than on primary prevention of global economic inequity 
and its effects. Without such macroeconomic reform, it is not 
only unlikely that the MDGs will be achieved for the poor, 
but it is almost certain that progress towards them will not be 
sustained.  O
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