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Poverty Alleviation and the Economic
Benefits of Investing in Health
Forum for Finance Ministers 2016
Summary of findings

Investing in health improve health outcomes and
arrests the vicious cycle of poverty, and illness.
The relationship between health and the economy runs
both ways, lasts throughout an individual’s lifetime and
is intergenerational.
In 2000-2011, improvements in health contributed to an
estimated yearly growth in full income of 1-2% across
low- and middle-income countries.
Five core mechanisms explain how health affects
poverty and the economy:
(i)

A model of the dynamics of health, poverty, and economic
d l

Financial protection: Removing financial barriers to access enables the use of health services
when needed, and helps at-risk households avert impoverishing expenditures and poverty.
(ii) Education: The prospect of longer, healthier lives induces people to invest more in their human
capital, as they are better able to realize future long-term gains in employment and income.
(iii) Productivity: Productivity is enhanced through contribution of better health to increased
worker capacity, lower rates of absenteeism, and less workforce turnover.
(iv) Capital investments: Heightened longevity in lifespan and higher incomes mean people save
more for retirement –boosting the economy-wide capital available for increased investments.
(v) The demographic dividend: With the right conditions in place, changes in population age
structure with growing and educated work force creates the opportunity for economic growth.
Case studies of three countries show how different policies were used to strengthen health systems,
expand healthcare access, improve health outcomes, reduce poverty, and achieve economic growth:
•
•
•

Ethiopia’s investments expanded primary health care facilities to enhance access to health
services and improved financial protection by launching a community-based health insurance
scheme.
In Brazil, universal health coverage was achieved through primary care and family health teams
by decentralization, expansion of human resources for health, and health system strengthening
combined with welfare programmes to stimulate demand for health and education.
In Turkey, the Health Transformation Program scaled-up family medicine centred primary
health care, increased health expenditures, extended insurance coverage to the poor and created
a unified health insurance system with equal benefits to improve health outcomes, diminish
impoverishing expenditures and contribute to economic growth.

The success of reforms in these countries was enabled by sustained political leadership, effective use of
fiscal space, a focus on universal health coverage and financial protection, an emphasis on primary health
care, and the combination of supply- and demand-side interventions in the health system.
Though very successful, these countries face the rapidly growing burden of non-communicable diseases
that will place demands on the government health budget. Judicious investments will be needed to
develop strong health systems underpinned by comprehensive primary health care designed to manage
chronic illness. Only then the achievements in health outcomes, poverty alleviation and economic
growth can be sustained.
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Investing in health for economic growth and sustainable development
Health is a catalyst and a critical ingredient for achieving economic, social and environmental goals,
including alleviating poverty and economic growth. Targeted investments can produce improvements
in health outcomes, provide financial risk protection to citizens when they are ill, and produce
substantial societal benefits beyond health to help achieve Sustainable Development Goals (SDGs).
Conversely, ill health produces poverty and hinders economic growth, while poverty drives ill health in
low-, middle- and high-income countries alike (Deaton, 2016), creating a vicious cycle.
This report provides an overview of the evidence of the benefits of investing in health, including the
mechanisms that link health, poverty alleviation, economic growth and human development. Using case
studies of Ethiopia, Turkey, and Brazil, the report presents real world examples to illustrate how better
health translates into improvements in human development. The report draws on the evidence and
country cases to discuss implications for policy makers.
Evidence from Ethiopia, Turkey, and Brazil points to several important characteristics that enabled the
simultaneous introduction of large-scale health and social sector reforms, including, sustained political
leadership, effective use of fiscal space created by economic growth, a transition towards universal
health protection and coverage, an emphasis on primary health care, and combination of supply- and
demand-side interventions in the health system to expand simultaneously financial coverage and access
to healthcare services.

Multidimensional nature of poverty

Poverty has a multidimensional character. While level of wealth or income are often used as measures of
poverty, poor quality of life also characterizes poverty, including access to affordable, quality health care
and education, food security, employment prospects, and the availability of water, electricity, and
adequate transportation infrastructure. Inequality in health, education and employment opportunities
hinders human development.
The multidimensional poverty index (MPI) and the human development index (HDI) are designed to
capture the multi-faceted nature of human development and enable comparison across countries. Health
is at the core of both the MPI and HDI. The MPI provides a comprehensive picture of poverty by
bringing together multiple dimensions of human development. It uses severe, overlapping deprivations
in health, education and living standards to assess individual-level poverty (Alkire, Conconi, and Seth,
2014). Individuals deprived in three or more of 10 indicators (including nutrition, child mortality, and
school attendance) are considered ‘MPI poor’. The HDI also incorporates multidimensional nature of
poverty, using three core indicators: life expectancy at birth, mean years of schooling compared to
expected years of schooling, and gross national income per capita.

Health and macroeconomic growth

Investing in health may ultimately impact macroeconomic growth and other important economic
indicators (Floud et al., 2011). A rich, long-standing literature explores the relationship between health
and the economy, with many economists contending that health fuels economic growth (Fogel, 1994;
Gallup and Sachs, 2001; Sachs, 2001; Bloom, Canning, and Sevilla, 2004). Fundamentally, economists
and other researchers agree that the relationship between health and the economy runs both ways and
lasts throughout an individual’s lifetime and between generations (Deaton, 2003; Floud et al., 2011).
Health status has shown to be a significant predictor of economic growth, with improvements in
population health spurring increases in gross domestic product (GDP) above and beyond other drivers
(WHO, 1999).
The magnitude of the effect of health on macroeconomic indicators is substantial. The Lancet Commission
on Investing in Health estimated that across low- and middle-income countries, improvements in health
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contributed to yearly growth in full income by 1-2% per year from 2000 to 2011 (Jamison et al. 2013).
In South Asia alone, the yearly value of mortality decline was equivalent to 2-9% of average growth in
income per person – half as large as the value of the total increase in GDP. The effects were even larger
in sub-Saharan Africa, where major improvements in health have been achieved since 2000. In highincome countries, such as the UK, improvements in nutritional status alone account for an estimated 2030% of GDP growth between 1800 and 2000 (Fogel, 1994; Floud et al., 2011).

The relationship between health, poverty and economic growth: global evidence
Mechanisms for achieving poverty alleviation and economic growth through investing in health

Investments in health drive economic growth and poverty alleviation in a dynamic manner and over a
long time horizon. The five core mechanisms through which health affects poverty and the economy
are: (i) financial protection, (ii) education, (iii) worker productivity, (iv) capital investments, and (v) the
demographic dividend (Figure 1).

A model of the dynamics of health, poverty, and economic development

Figure 1. Source (Report Authors 2016)
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(i)

Financial protection: Financial protection when receiving care for illness impacts economic
growth and poverty in two key ways. First, removing financial barriers to healthcare improves
access to health services, and ultimately, enhances health outcomes. There is considerable
evidence of the negative effect of user fees on access to health services, especially for the poorest
segments of the population (Newhouse 1993). Removing user fees has been shown to
immediately improve access to basic health services, including curative and preventive services,
helping those in need to access serices when they need them (Lagarde and Palmer, 2008).
Second, financial protection reduces impoverishment by minimizing catastrophic health
expenditures, which push households into poverty by forcing them to use savings, contract
loans, or sell livestock and personal goods to cover health costs (Wagstaff 2008). Each year, an
estimated 100 million people fall below the poverty line because of catastrophic health
expenditures (WHO, 2010). Rates of catastrophic spending for health are usually higher in
countries with limited prepayment systems or limited resources (Xu et al., 2003; Siroka et al.,
2015). Investments in health systems that improve health and provide financial protection
(through universal health coverage for example) reduce the incidence of impoverishing
expenditures, decreasing the number of new cases of poverty.

(ii)

Education: The prospect of higher life expectancy induces people to invest more in their

(iii)

Productivity: Productivity is enhanced through the increased capacity engendered by improved

(iv)

Capital investments: Better health translates into higher capital investments in countries with
suitable institutional and economic conditions. Heightened longevity in lifespan means people
save more for retirement – savings that boost economy-wide capital available for increased
investments to spur economic growth. As incomes rise with higher education and enhanced
productivity, the savings rates increase (Bosworth, Bryan and Burtless 2004). Better health
means people expect to be able to reap returns in future periods, inducing them to allocate more
income to capital investments. (Ref)

(v)

The demographic dividend: As health outcomes improve, mortality falls and fertility declines,

human capital, including education. Better health translates into better attendance at school and
better cognitive functioning. The prospect of longer, healthier lives incentivizes people to
commit to years of schooling up-front, as they are better able to realize future long-term gains
in employment and income (Reference)

health (Strauss and Thomas 1998; Straus 1986). High disease burden leads to higher rates of
absenteeism and high turnover in the work force, eroding productivity. Poor health in
childhood – and even during pregnancy – can have long-term impacts on productivity (Buckles,
Buckles, and Hungerman, 2008; Bleakley, 2010). A healthy, educated workforce is better able to
use capital investments efficiently, thereby increasing total factor productivity across
sectors. Workers’ contributions – whether in manual and non-manual tasks – increase, as
physical and mental capacity increases with improved health. (Ref)

life expectancy of populations, providing an opportunity to reap the benefits of the demographic
dividend. Demographic transition provides an opportunity to yield substantial economic benefits
(Bleakley, 2010b; Bloom, Canning, and Fink, 2014). As fertility holds steady while life
expectancy rises, the number of dependents initially rises. However, as this group grows older, a
bulge in the working age population emerges, leading to better dependent-working person
ratios that broadly benefit the economy. These benefits are not permanent, however, as the
population ages. With the right conditions set in place (education and skilling of children and
the youth, employment opportunities, savings for pensions and foreign direct investment to
create new jobs) for harnessing the economic benefits of a large labor supply, the growing work
force creates a window of opportunity for catalyzing economic growth (Bloom and Williamson,
1998; Bloom and Canning, 2000). With the right economic and employment conditions in place,
the bulge in working-age population can produce a burst of economic growth. Other scholars
have argued, however that if population growth counteracts the gains in productivity – by
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stretching the factors of production too far – economic growth may be stymied (Acemoglu and
Johnson, 2007; Ashraf, Lester, and Weil, 2008). This view is contested, by those who point to
limitations related to time horizons, analytical techniques, and data quality (Bloom, Canning,
and Fink, 2014)

Health and poverty alleviation

Poverty is a critical step in the pathway that links health with economic growth. The relationship
between poverty, the social determinants, and health has been extensively studied and analyzed: the
impoverished often live in poor conditions, without proper access to water, sanitation, food security or
decent housing. Conversely, improved health plays a role both at individual, household and societal level
in reducing poverty, ultimately boosting economic growth. Investing in health systems can improve
health outcomes, and also break the vicious circle of poverty and poor health (Wagstaff, 1987; Sachs JD,
2008).
At the microeconomic level, several studies support the conclusions of macroeconomic studies on the
mechanisms through which health affects both the economy and poverty reduction (Thomas et al., 2003;
Miguel and Kremer, 2004; Almond, 2006; Bleakley, 2007; Almond, Edlund, and Palme, 2009; Field,
Robles, and Torero, 2009; Bleakley 2010a; Cutler et al., 2010; Lucas, 2010; Kremer et al., 2011).

Health and Sustainable Development

In 2015, the United Nations member states adopted the Sustainable Development Goals (SDGs), the
successor to the Millennium Development Goals. SDG 3 aims to “ensure healthy lives and promote
well-being for all at all ages” and is underscored by several health targets, including for communicable
and non-communicable diseases, maternal and infant mortality and universal health coverage. While
many of the SDGs focus on climate change and environmental degradation more broadly, health is a key
link between these environmental factors and human development. Health investments put countries
on the path to reaching several of the SDGs, as benefits of investing in health extend beyond health
system performance, by affecting poverty reduction, economic growth and human development.

Evidence from Ethiopia, Brazil and Turkey
Simultaneous progress in health, poverty alleviation, and economic growth make Ethiopia, Brazil, and
Turkey suitable case studies for illustrating the mechanisms linking health, economic growth, reduced
poverty and sustainable development (Tables 1 and 2).
Since 2000, average, yearly GDP growth has substantial in the three countries, reaching between 2006
and 2011 to 10.9% in Ethiopia, 3.4% in Brazil and 4.25% Turkey. From 2000 to 2011, average life
expectancy at birth rose in the three countries, from 51.9 to 62.1 years in Ethiopia, 70 to 73.6 years in
Brazil and 70 to 74.5 years in Turkey. Health spending per capita also increased between 2000 and
2011, on average rising each year by 16.2% and 10.5% in Ethiopia and Turkey respectively, and 9.9% in
Brazil. (Tables 1 and 2)
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Ethiopia

Brazil

2000

2014

2000

Turkey
2014

2000

2014

Demographics
Total population (millions)

66.4

97

175.8

206.1

63.2

75.9

Life expectancy at birth

51.9

63.44 (2013)

70.0

74.12 (2013)

70.0

75.18 (2013)

Total fertility rate
(births per woman)

6.53

4.52 (2013)

2.40

1.80 (2013)

2.45

2.04 (2013)

Age dependency ratio
(% of working-age population

98.37

83.57

53.21

45.1

58.01

50

Urban population (% total)

14.74

19

81.19

85.43

64.74

72.89

Prevalence of HIV
(% of population ages 15 to 49)

3.2

1.2

NA

NA

NA

NA

Incidence of tuberculosis
(per 100,000 people)

421

207

61

44

37

18

Estimated malaria cases*

8,900,000

3,800,000
(2013)

1,200,000

230000
(2013)

12,000

<50
(2013)

Diabetes (% burden of disease)**

0.40

0.73
(2013)

2.43

3.56
(2013)

2.39

4.15
(2013)

Hypertension (% burden of disease)**

0.23

0.49

0.55

0.70

0.70

0.98

15

19
(2012)

25

19
(2012)

18

24
(2012)

Economic
GDP at market prices

$8,242

$55,612

$657,216

$2,346,076

$266,568

$798,429

Poverty headcount ratio $1.90/day (2011
PPP, % of population)

36.31
(2004)

33.54
(2010)

13.62
(2001)

4.87
(2014)

2.12
(2002)

0.26
(2012)

Epidemiology

Probability of dying between ages 30-70
from cardiovascular disease, cancer,
diabetes, or chronic respiratory disease*

Human Development Index
Antiretroviral therapy coverage
Under-five mortality rate
Maternal mortality ratio (modelled
estimate per 100,000)

0
145.
1
897

50

-

-

-

-

61.8

32

16.2

39.6

17

378

66

46

79

14.3

Table 1. Socioeconomic data source: World Bank Open Data, 2016. All US$ current prices, and the years 2000 and 2013 unless
otherwise stated. Available online: http://data.worldbank.org/
Asterisk * represents data from the World Health Organization’s Global Health Observatory data repository. Available online:
http://www.who.int/gho/database/en/
Asterisk ** represents data from IHME' s Global Burden of Disease. Available online: http://vizhub.healthdata.org/gbd-compare/

Between 2000 and 2011, the share of out-of-pocket expenditures as a proportion of total health
expenditures fell in Brazil by 8.1 percentage points and in Turkey by 12.6 percentage points. In
Ethiopia, out-of-pocket expenditures remained relatively stable, with a small decrease of 0.5 percentage
points from 2000 to 2011.
The three countries also achieved substantial improvements in reducing poverty levels. Poverty –
measured as the proportion of the population living on less than $1.90 per day – declined by 26
percentage points in Ethiopia between 2000 and 2011. In Brazil and Turkey, the poverty head count
7

ratio fell 2.4 and 1.6 percentage points, respectively, between 2006 and 2011. (World Bank 2016; Tables
1 and 2)

Ethiopia

Brazil

2000

2013

2000

Health expenditure per capita
(current US$)

$5.4

$24.5

$264.7

Total Health Expenditure
(% of GDP)

4.45

5.06

Government Health Expenditure
(% total health expenditure)

54.6

Out-of-pocket health expenditure
(% of total)

Turkey
2013

2000

2013

$1,084.6

$197.2

$607.7

7.16

9.67

4.95

5.59

60.96

40.3

48.19

62.93

77.41

35.95

35.38

37.95

29.93

27.65

14.98

-

-

30.10
(2006)

28.34
(2012)

29.4
(2004)

34.6
(2012)

16

32.3

0.54

0.06

0.06

0.04

0.021

0.022
(2010)

1.15

1.89

1.3

1.711
(2011)

-

0.236
(2010)

3.84

7.6

2.93
(2006)

2.402
(2011)

Skilled-birth attendance
(% of total)

5.6

23.1

96.45
(2001)

98.1
(2011)

-

95
(2009)

DPT coverage
(% of children ages 12-23 months)

30

77

98

93

85

98

Financing

Coverage
(all social insurance)
External resources for health
(% of total expenditure on health)
Service Delivery
Human resource density
(physicians per 1000 population)
Human resource density
(nurses and midwives per 100 population)

Table 2. Socioeconomic data source: World Bank Open Data, 2016. All US$ current prices, and the years 2000 and
2013 unless otherwise stated. Available online: http://data.worldbank.org/

All the three study countries were able to improve health outcomes very substantially and demonstrated
between 1995 and 2013 (the latest data available) high performance in key population health outcomes
relative to GDP per capita and health spending per capita, and in relation to comparator peer countries
(Figures 2 A and 2B)
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a) Infant mortality rate and b) under-5 mortality rate relative to health spending and GDP per capita

1995

2013

a

b
Figure 2A. Data sources: World Development Indicators, WHO National Health Accounts 2016
c) Maternal mortality ratio and d) life expectancy at birth relative to health spending and GDP per capita

1995

2013

c
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d
Figure 2B. Data source: World Development Indicators, WHO National Health Accounts 2016
Ethiopia, Brazil, and Turkey achieved these improved health outcomes in different ways. The various
paths pursued to improve health in these three countries, achieve economic growth, and reduce poverty
provide valuable insights on how progress can be made across a variety of contexts.
Ethiopia invested considerably in the health system to expand population coverage of primary health
care facilities and improve financial protection through the launch of a community-based health
insurance scheme. In Brazil, expansion of universal health coverage was facilitated by decentralization
of decision-making (with community participation) and provision of health services to municipalities
with financial incentives to expand primary health care, substantial investment and prioritization of
primary health care through the “Family Health Strategy”, and the expansion of human resources for
health. In Turkey, a comprehensive approach was adopted to improve the health system through the
Health Transformation Program (HTP), with increased total health expenditures, the creation of a
unified general health insurance system, expansion of financial protection for the poorest population
through a non-contributory health insurance scheme financed by budget contributions, scale up of
family medicine centred primary health care, as well as improved access to public and private hospitals.
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Ethiopia Case Study
In the 1990s, Ethiopia faced deep-rooted challenges in its health system. Low per-capita health
expenditures characterized the health financing landscape. Out-of-pocket spending was above the subSaharan Africa average, contributing to already high rates of poverty. Population coverage of health
services was low. A persistent budget deficit in the health sector hampered effective functioning of the
health system (Dibaba et al., 2014).
Recognizing the shortcomings in the health system, the Government of Ethiopia launched the Health
Care Financing Strategy in 1998, followed by substantial reforms to improve the functioning of the
health system and population health (Ethiopian Health Insurance Agency 2015). Reforms focused on: 1)
enhancing government investments in the health system, 2) improving financial sustainability, and 3)
instituting a community-based insurance scheme. In this multi-pronged strategy, enhanced financial
protection was the main mechanism through which health and economic gains were realized.

Enhanced government investments in health : First, the Government of Ethiopia expanded its
investments in the health sector considerably. The government more than doubled its health spending
between 2000 and 2011 from $5.6 in 1999-2000 fiscal year to $7.1 in 2003-04, to $16.1 in 2007-08 and
$20.8 in 2010-11 (The Ethiopian Federal Ministry of Health 2010), with government health spending
growing from 2.4% to 3.7% of GDP (WHO 2016). In real terms, government health expenditure rose
38% over this period (The Ethiopian Federal Ministry of Health 2010).

Fee waiver system: A fee waiver system was instituted to protect the “poorest of the poor” against the

financial barriers to accessing health care. Eligibility of citizens for the fee waiver system is determined
through community participation, with beneficiaries issued a certificate entitling them to free healthcare
services (USAID, 2011). A majority of health facilities in the regions where the scheme has been
implemented have revised their fee schedules (Health System Financing Reform Project 2011).
Exempted services that do not charge fees include, but are not limited to: family planning, delivery, preand post-natal care, TB, leprosy, expanded program on immunization, voluntary HIV counselling and
testing, antiretroviral therapy, and services to prevent mother-to-child transmission of HIV (USAID,
2011). Over 2.2 million waiver beneficiaries have been enrolled in the program in eight regions (USAID,
2011). While there have been some implementation challenges across regions, where the fee waiver and
exemption system was fully implemented in Amhara, poor households now have better access to health
services (Health System Financing Reform Project, 2011).

Community-based insurance scheme : As part of the health financing reforms, in 2011 Ethiopia also
introduced a community-based insurance (CBHI) scheme. Supported by the Federal Ministry of Health,
USAID, and local and international NGOs, the scheme is designed for people working in the informal
sector, representing 89% of the total population (Derseh et al., 2013).
The CBHI has been implemented in three states that have a total population of more than 60 million
(National Population and Housing Census of Ethiopia, 2007). A year after implementation, 45.5% of
target households had taken up the scheme and more than 40,000 households have been enrolled to date
(USAID, 2011; Derseh et al., 2013). Similar to the fee waiver system, enrollment is decided collectively
at the community level (as opposed to the household level). Each member pays 5 Ethiopian Bir (ETB)
registration fee (around US$0.25) and an annual contribution of ETB 180 (almost US$10). The federal
government provides funding for the schemes. Local and regional governments provide a subsidy for
poor households unable to afford pay contribution. The federal government also provides financial
support to the health facilities that provide healthcare services to CBHI members.
In 2013, an assessment of the CBHI program showed that the scheme led to increased utilization and
intensity of care. This, in turn, generated more financial resources for the facilities providing healthcare
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services for CBHI members to expand service provision. Risk of impoverishment due to OOP fell by one
half for those enrolled in the CBHI scheme (Ethiopian Health Insurance Agency, 2015).

Health outcomes, macroeconomic growth and human development

By 2011, major changes in healthcare delivery were apparent. Ethiopia has expanded coverage of health
services with an eighteen-fold increase in health posts and a seven-fold increase in number of health
centers (Ethiopian Federal Ministry of Health, 2011). Primary health care coverage increased from 51
percent in 2000 to 92 percent in 2011.
There has been substantial improvement in population health outcomes (Derseh et al., 2013). Average
life expectancy at birth rose one year per year from 2000 to 2011, increasing from 52 years to 63 years
(World Bank 2015). Child mortality dropped from 166 in 2000 to 88 by 2011. Maternal mortality
declined from 871 to 676 per 100,000 live births. Prevalence of stunting dropped from 58% to 44% from
2000 to 2011.
Macroeconomic indicators have also been strong since 2000. Ethiopia has achieved yearly per capita
growth rates of 8.3% in the last decade (World Bank, 2016), with substantial investments in
infrastructure and market development, including expanded road networks and more integrated
markets.

Poverty reduction and financial protection

Ethiopia has made remarkable progress in reducing poverty. In 2000, 56% of the Ethiopian population
was living under the $1.25 poverty line (World Bank, 2016). By 2011, this proportion had fallen to less
than 30%, a rapid decline the share of the population living in poverty.
As health has improved, school attendance has increased substantially in Ethiopia. The proportion of the
population without education declined 20 percentage points from 2000 to 2011 (from 70% to 50%). The
Net Attendance Rate for primary education rose from 30% to 62% over the same time period.
The contribution of health to improvements in quality of life is best captured through a decomposition
of the declines in the multidimensional poverty index (MPI). Figure 3 presents how much deprivation in
education, health and living standards contributed to the MPI in Ethiopia in 2011 as compared to the
cross-country average. Among those classified as poor by the MPI, health contributed 28% of
deprivation, lower than the cross country average (34%), but more than the contribution of deprivation
in education (26%) in Ethiopia in 2011.
Percentage contribution of deprivations in education, health and living standards to overall poverty, 2011

Figure 3. Source (Alkire, Conconi, and Seth, 2014)

From 2000 to 2011, the MPI for Ethiopia declined by 10%: less than the fall in the poverty headcount
(33%) – a divergence driven by slower progress on living standards in the MPI than is reflected in the
poverty headcount. Figure 4 compares the contribution of living standards, education and health to the
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decline. Health contributed 18%, almost double the contribution of living standards, but less than the
impact of education.
Percentage improvement in proportion deprived in education, health and living standards (2000-2011)

Figure 4. Source (Alkire, Conconi, and Seth, 2014)

Employment, retirement, and workforce productivity

The Government of Ethiopia instituted improvements in its health system as part of concerted state
effort to pursue a “developmental state” model, which placed poverty reduction at its core. In doing so
Ethiopia has effectively used Overseas Development Assistance (ODA) to rapidly achieve government
goals. Since 2000, public investment in health and education has been a central feature of Ethiopia’s
development strategy, augmented by ODA (World Bank, 2015). These efforts have led to major
improvements in health, education economic growth and human development.
Notwithstanding successes, Ethiopia faces three interlinked future challenges. The first relates to
effective transition to a health system funded predominantly from domestic sources by reducing
dependence on ODA. Strong economic growth and prudent fiscal management should help this
transition. The second is the rapid demographic and epidemiological transition that will bring NCDs
that will have to be effectively managed while addressing infectious disease burden. The third relates to
continued investments to achieve UHC, which must be underpinned by strong primary care to ensure
access to comprehensive health services designed to address simultaneously infectious diseases,
maternal and child health and the rising burden of NCDs to sustain the gains in health, economic
growth and human development.
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Brazil Case Study
Creation of the Brazilian Unified Health System (Sistema Único de Saúde) was part of a social
movement, which underpinned the population’s fight against the military dictatorship to secure
democratization and citizens’ rights. The 1988 Constitution, shaped by a democratic struggle and the
Movement for Sanitary Reform (Movimento de Reforma Sanitaria) established health ‘as a fundamental
right and a responsibility of the State’, with provisions to create a unified national health system (Atun
et al., 2015).
The Unified Health System was established to achieve universal health coverage – part of a series of
post-dictatorship social sector reforms in Brazil – aimed at improving health outcomes, providing
financial risk protection, alleviating poverty, and reducing socioeconomic inequalities (Atun et al., 2014).
Social sector reforms combined demand-side interventions, such as conditional cash transfers, and
multisectoral action aimed at alleviating poverty by targeting social determinants of health. Reforms
also combined supply side changes to strengthen the health system in order to improve access for
citizens, especially the most disadvantaged populations (Atun, 2015; Monteiro de Andrade et al., 2015).
The Unified Health System aimed to address high levels of infant and child mortality (especially from
vaccine-preventable diseases), infectious diseases such as dengue, HIV and tuberculosis, the rising
prevalence of cardiovascular disease, and high levels of violence. Primary health care was strengthened
as the platform for introducing multisectoral interventions and enhancing access to immunization and
prenatal care, primary health care services, emergency care, and essential pharmaceuticals (many of
which were manufactured in Brazil) (Paim et al., 2011; Atun, 2015; Monteiro de Andrade, 2015).
Alongside the prioritization of primary health care, the major characteristics of Brazil’s health system
reform were: 1) social participation and advocacy, 2) decentralization across a geographically,
environmentally, and socio-economically diverse country, and 3) the expansion of human resources for
health. These changes led to substantial improvements in average life expectancy at birth, which rose
from 67.7 and 63.0 years for women and men in 1990, to 78.4 years for women and 71.6 years for men
respectively in 2013. Infant mortality fell from 58 per 1,000 live births in 1990 to 15 per 1,000 live
births in 2015.
However, in spite of these achievements, inequities in income distribution, levels of poverty, violence,
and regional variation in health outcomes persist (Atun et al., 2015). Compared with 1990, premature
mortality due to diabetes, as measured by years of life lost (YLLs) in 2013, increased by 43%.
Furthermore, years of life lived with disability (YLDs) as a result of diabetes increased by 123% in the
same time period (IHME 2013). In addition, alcohol misuse, tobacco smoking, undernutrition, and
obesity have subsequently risen (Paim et al., 2011; Atun et al., 2015). These trends are concerning and,
without concerted action, have major implications for the economic growth of the country.

Socioeconomic welfare and human development

Between 1991 and 2008, Brazil’s gross domestic product (GDP) almost doubled from $608 billion to $1
trillion (constant US$), and per capita gross national income rose from $3887 to $5048 (World Bank
2016). The economic growth enabled the Government of Brazil to introduce ambitious welfare reforms,
with policies aimed at stimulating and accelerating prosperity.
In 2008, five years after its establishment, the “Bolsa Família” conditional cash transfer program
distributed over US$7 billion to 10.5 million families. In 2014, this amount increased to US$11.2 billion,
accounting for 0.5% of GDP and covering one in four Brazilians (Paes-Sousa, 2013). Bolsa Família was
an important contributing factor to reduction in poverty by 27.7% during the administration of
President Lula da Silva (Brandao Junior and Aragao, 2007).
Brazil has systematically increased the legal minimum wage since 2000. In 2010, the Brazilian Social
Security System distributed pensions, retirement benefits, health benefits, and welfare assistance to 28
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million Brazilians each month, amounting in total to US$153 billion, equivalent to 6.9% of GDP that
year. The Social Security System offers financial protection to workers and their families in times of
crisis precipitated by illness, accident and imprisonment, and during periods of pregnancy and old age.
In addition to the Unified System for Social Assistance (Sistema Único de Assistencia Social), the
Federal government’s anti-poverty program “Brasil sem Miséria” (Brazil Without Extreme Poverty)
provides integrated support for the country’s poorest families – in particular those residing in the north
and northeast regions of Brazil. Launched in 2011, Brasil sem Miséria expands Bolsa Família with the aim
of eradicating extreme poverty by targeting 15 million of the country’s most neglected persons (PaesSousa, 2013). The program provides support for welfare, nutrition, health, education, housing, alongside
employment and income support in order to raise per capita household income, enhance access to public
goods and services and improve access to employment and economic opportunities. Policies go beyond
cash transfer, seeking to develop capacity and skills for Brazilians to contribute more fully and more
productively to the labor market. Together, these and other social and health initiatives (see Appendix
Table 1 and Table 2) simultaneously invest in health and development, in an effort to create
socioeconomic conditions conducive for economic growth.

Health, poverty alleviation and financial protection: achievements and challenges

Social protection programs and financial protection have contributed to consistent improvements in
alleviating poverty and reducing inequalities in Brazil (Paes-Sousa, 2013). Compared with other
countries in Latin America (Appendix Table 3), Brazil has achieved lower levels of catastrophic health
expenditures (Knaul et al., 2011), although out-of-pocket expenditures approaching 30% of total health
expenditures in 2013 are relatively high (World Bank, 2013).
However, despite poverty alleviation, and improvements in coverage of health services that free at the
point of delivery in the Unified Health System, some citizens incur catastrophic health expenditures
(Montoya Díaz et al., 2012) when purchasing medicines. The assistance towards cost of drugs is limited
to specific diseases and treatments. In addition, two federal programs (Program for Sexually
Transmitted Infections Treatment and Prevention, and the Program for the Dispensation of Special for
chronic conditions) provide assistance for costly medications. In 2012, one in four Brazilians had
purchased an additional voluntary health plan or health insurance, but few of these covered costs of
prescription drugs (Montoya Díaz et al., 2012).
Inequities persist in coverage of primary health care, with low coverage in the Northeast region and the
Amazonian North, which have high levels of poverty, low-income levels, low educational attainment,
high burden of communicable and non-communicable diseases, and segregation by race and ethnicity.

Employment, retirement, and workforce productivity

Described as an “economic time bomb” (The Economist 2012), Brazil has 35 pensioners for every 100
contributing workers accounting and 13% of GDP is spent on pensions – more than any G7 country
with the exception of Italy. This presents substantial challenges to Brazil as it faces an ageing
population with an increasing number of chronic conditions (Romero 2015).
Improvements in longevity bring challenges. In the 1950s, 90% of Brazilians aged 60-64 years were
contributing to the workforce. In 2000, just 65% of the same age group remained in active employment.
This shift was most evident in the public sector, which in 2002 had an average age of retirement and
exit from employment of 52 years, compared to the official retirement age of 65 years for men and 60
years for women (Queiroz 2007). The average age of retirement across all sectors in Brazil is around 55
years (Queiroz, 2007).
Productivity and investment are the cornerstones of economic growth. But, the pension obligations and
rapidly rising non communicable diseases that bring chronic illness place a heavy burden on the
government budget, reduce productivity, and limit economic growth in Brazil – which has experienced
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difficulty sustaining productivity growth, including total factor productivity, with declining investments
as a proportion of GDP compared to other countries of South America (Palma, 2010). Brazil needs
greater public investment in cross-sectorial policies to improve health, education, and sustainable
development – alongside pension reform – to boost productivity and address emerging adverse trends.
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Turkey Case Study
During the 1990s, Turkey experienced political instability, an underperforming economy with rampant
inflation, wide income inequalities and few improvements in her health system (Atun et al. 2013). As a
result, by the end of the 1990s, the Turkish health system faced major gaps in financial coverage and
access to healthcare services. Only 66.3% of the population was covered by health insurance in 2003.
Inequitable and inadequate financing impeded access to health services for the poorest segments of the
population who suffered impoverishing health expenditures, worsened by maldistribution and absolute
shortage of human resources and infrastructures. As a result, although average life expectancy at birth
increased through the 1990s, geographic and social inequities in health outcomes persisted (Atun et al.,
2013).
To address the shortcomings in the health system and poor health outcomes, Turkey introduced the
Health Transformation Program (HTP) in 2003. The HTP combined supply- and demand-side
interventions to expand coverage of health financing and service delivery, enabled by economic growth
that created the fiscal space to increase total health expenditures Rapid scale up of family medicine
centred primary health care was accompanied with expansion of health insurance coverage and creation
of a unified general health insurance system that brought together four separate health insurance
schemes for blue collar workers, civil servants, retired civil servants and the self-employed, with aligned
benefits for all population groups. Contracts were used to source human resources for underprivileged
areas of the country and to increase in hospital capacity by engaging the private sector (Atun, 2015).
Health system reforms were effective in improving key health outcomes, and providing financial
protection, especially for the most disadvantaged population groups (Atun, 2015). Improved financial
protection diminished catastrophic expenditures and contributed to poverty reduction at national level.
Although the evidence remains mixed, recent studies suggest a positive relation between increased
health expenditures and economic growth in Turkey (Arisoy, Ünlükaplan, and Ergen, 2010; Kurt,
2015).

Health outcomes, socioeconomic welfare and human development

Maternal, child, and neonatal mortality are sensitive indicators of health system performance, and are
closely related to the availability of health resources (Dickson et al., 2014). In Turkey, between 1998 and
2009, neonatal mortality declined from 26 per 1000 live births to 10 – a decline achieved by OECD
countries in 30 years (Demirel et al., 2013). Infant and maternal mortality also declined (Baris, et al
2011; Atun et al. 2013).
Between 2000 and 2010, Turkey was ranked first among 113 low-income and middle-income countries
in the rate of decline of under-five mortality (Verguet and Jamison, 2014). Between 2000 and 2008,
average life expectancy at birth rose from 70 to 73 years (Baris, Mollahaliloglu, and Aydin, 2011). The
HTP significantly reduced health inequities between different social groups (Atun et al., 2013).
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Poverty alleviation and financial protection

Expansion of the green card scheme led to an increase in insurance coverage for the poorest groups
from 2.4 million to 2003 to 10.2 million people in 2011 (Ökem and Çakar, 2015). This enhanced financial
protection led to a decrease in the share of out-of-pocket payments out of total health expenditures,
especially for lowest-income households, and a decline in catastrophic health expenditures between 2003
and 2011 (Atun et al. 2013; Yardim et al., 2014).
Some studies argue that high-income groups benefited more from the decrease of out-of pocket health
expenditures (Erus and Aktakke 2012), and between 2004 and 2010, the percentage of households who
incurred catastrophic health expenditures may have increased, (Özgen Narcı, et al., 2015). While the
HTP had a clear impact on financial and geographic equity, further studies are needed to eliminate
regressive out-of-pocket patterns (Ökem and Çakar, 2015).

Health and macroeconomic growth

Studies examining the relationship between health expenditures and macroeconomic growth in Turkey
since the 1960s show mixed results (Kurt, 2015). One study finds a positive impact of economic growth
on total health expenditures, with a 10% increase in per capita GDP associated with a 8.7% increase in
per capita health expenditures between 1984 and 2006 (Sulku and Bernard, 2012).
Two other studies suggest positive impact of social and health investments on long-term
macroeconomic growth: one study shows the positive effect of health and education expenditures on the
Turkish economy for the period 1960-2005 (Arisoy, Ünlükaplan, and Ergen, 2010), and the other, which
analyzes the impact of general government medicine and health expenditures on the Turkish economy
between 2006 and 2013, finds a positive effect of government health expenditures on total expenditures,
aggregate demand and total production, and a negative impact of the expenditures in other sectors
(Kurt, 2015).

Employment, retirement, and workforce productivity

As with Brazil, the demographic and epidemiological shifts mean that Turkey faces a rapidly rising
burden of non-communicable disease, an ageing population and growing pension obligations. The rising
chronic illness will place demands on the government health budget and if not effectively managed will
have adverse consequences on population health outcomes, financial well-being, and economic growth.
To build on her success, Turkey needs to maintain the momentum in health systems reform and develop
multisectoral policies to further strengthen primary health care and to establish a comprehensive set of
services designed to prevent NCDs and effectively manage chronic illness (Atun et al., 2013).
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Policy Implications
The three case studies from Ethiopia, Brazil, and Turkey examine the impact of investing in health
systems on several health outcomes, economic growth, and sustainable development.
While the evaluation of impact of the reforms are ongoing, direct and indirect effects of health
investment in these countries are already apparent, with regards to improved health outcomes, financial
protection, and poverty reduction.
Although implemented at different stages, and in different contexts, investments in health in these
countries share several common characteristics:
(i) Sustained political leadership. Political stability and sustained political leadership helped to
introduce decisive and comprehensive reforms that combined social sector and health system
reforms, with support across the government, which was crucial to achieve improvements in
health, financial protection, improved economic growth, and development.
(ii) Effective use of fiscal space. The three countries used the fiscal space created by economic
growth effectively to invest in the health system, especially in primary health care to improve
coverage, efficiency, effectiveness, equity and responsiveness of health services.
(iii) A transition towards universal health protection and coverage. Expanding access to
health services and reducing catastrophic expenditures, especially for poor households, was an
explicit goal of all three countries for improving financial protection
(iv) An emphasis on developing strong primary health care. Although each country adopted
a specific set of interventions, all placed a great emphasis on improving access to primary health
care, either through the strengthening of family medicine, such as in Turkey, or through the
expansion of decentralized primary health care in Ethiopia and Brazil with use of health
extension workers and community health workers.
(v) A combination of supply- and demand-side interventions in the health system. As
governments designed and implemented the reforms, policymakers recognized the need to
simultaneously address both supply- and demand-side barriers to healthcare by introducing
policies and interventions to stimulate demand and expand supply to enhance access to health
services.
Though very successful, these countries face the rapidly growing burden of non-communicable diseases
that will place demands on the government health budget. Judicious investments will be needed to
develop strong health systems underpinned by comprehensive primary health care designed to manage
chronic illness. Only then the impressive achievements in health outcomes, poverty alleviation and
economic growth can be sustained.
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GDP (US$,
billions)
GDP (US$, per
capita)
Health spending
(US$, per capita)
Total health
expenditure
(THE; %GDP) *
Out-of-pocket
health
expenditure
(%THE) *
Literacy (Female
%) *
Literacy (Male
%)
Life expectancy
at birth (Female)
Life expectancy
at birth (Male)
Life expectancy
at 50 years
(Female)
Life expectancy
at 50 years
(Male)
Health-adjusted
life years at birth
(Female)
Health-adjusted
life years at birth
(Male)

Argentin
a

Brazil

Chile

Colombia

Mexico

Peru

Venezuela*

537.7

2,346.1

258.1

377.7

1,294.7

202.6

381.3

12,509.5

11,384.4

14,528.3

7,903.9

10,325.6

6,541.0

12,771.6

1,074

1,085

1,204

533

664

354

520

7.3

9.7

7.7

6.8

6.2

5.3

3.6

21.1

29.9

31.7

13.9

44.1

34.9

65.8

98

92

97

94

93

91

95

98

91

97

93

95

97

95

79.6

78.4

81.7

78.9

78.7

78.7

79.3

72.3

71.6

76.3

72.3

72.2

75.5

71.8

32.3

31.6

33.5

32.0

31.7

32.0

32.2

26.4

27.5

29.5

28.4

27.7

30.0

28.1

69.4

67.0

70.8

67.6

67.8

67.2

68.2

64.2

62.8

67.3

63.2

63.8

65.0

63.3

Table 3. Socioeconomic data source: World Bank Open Data, 2014. All US$ current prices, unless
otherwise stated. Available online: http://data.worldbank.org/ Life expectancy data source: Institute for
Health Metrics and Evaluation, 2013. Asterisk * represents data from 2012-2013.
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