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Constraint in health care resources in developing
countries is a major factor leading to inadequate
provision and limitation in access to essential health
care services. While health care costs continue to
escalate in most countries around the world, the overall
health care spending in developing countries continues
to stay below 5% of the GDP, the level suggested by
WHO back in 1977 when the Primary Health Care
concept was launched. In Malaysia, it is estimated that
total spending on health care services is around 3.8% of
GDP with 42% of the spending contributed by
individuals and households and the remaining 58% by
the government!. This pattern of health care spending
is in marked contrast to developed countries. Among
the OECD countries for example, the total health care
spending is between 7% to 10% of their GDPs with the
government as the main contributor providing between
65% to 80% of the total expenditure'. The
Macroeconomics and Health Commission of WHO
estimated that low and middle income countries need
to allocate between USD 30 to 40 per person per year
to cover basic health services but at the moment these
countries can afford to spend only USD 13 to USD 24
per person per year'.

One of the many factors which raises health care cost
is the growth of new technologies which include new
medical eqUipment, consumables and drugs. These
new technologies were developed with the aim of
improving the outcome of care but quite frequently
they are costly and may not be affordable by most
sections of the population in the world. In order to
ensure that limited resources are wisely spent,
monitoring and control mechanisms have to be put in
place in a health care system. This is to ensure that
interventions that are proven to be effective and
efficient are allowed to be introduced into the health
care system. 'Effectiveness' refers to the ability of such

intervention to achieve the desired outcome. In health
care the desired outcome is improvement in health
status. To put it simply, effectiveness is doing the right
thing. Effectiveness alone is inadequate in evaluating
an intervention as it ignores cost that has to be borne
by health providers and consumers in order to achieve
the desired outcome. Efficiency provides a wider
perspective in dealing with the choices between
various interventions available to manage a patient or
provide solutions to solve health problems in the
community. Efficiency refers to the ability of an
intervention to produce an output at the lowest
possible costs or to maximize the output at a given
cost'. Cost-effective analysis is a technique to assess
both effectiveness and efficiency in health care systems.

There are many ways to ensure efficiency and
effectiveness in health care systems. In the late 70's
and early 80's, the focus was on development of
national formularies based on the WHO essential drug
list with generic drugs as the preferred choice. In this
approach, doctors and other health care providers can
only prescribed drugs which are proven to be effective
at reasonable cost funded by the government. The first
essential drugs list was released by WHO in 1977 and
since then it has gone through more than ten revisions.
This initiative is given high priority by WHO and many
other international agencies such as UNICEF and the
World Bank because the proportion of expenditure on
drugs as a percentage of an overall health spending is
higher in developing countries which are lacking in
control mechanisms to avoid over prescription of drugs
by medical practitioners. It was observed that while
developed countries spend less than one fifth of their
total health spending on drugs, many developing
countries in the world spend between 25% to 66% of
the total· national health expenditure. In most low
income countries pharmaceuticals are the largest public
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expenditure on health after personnel costs and the
largest household health expenditure'. Among the
criteria used by WHO Expert Committee on Drugs
when choosing drugs in the same therapeutic category
is relative cost-effectiveness by comparing the unit cost
with the level of efficacy6.

However, having a National Drug Formulary alone may
not necessarily be adequate to control over
prescriptions and over spending in drugs. Doctors and
health care workers need to be trained and monitored
to ensure that they practise according to proper
guidelines. In this volume of the Medical Journal of
Malaysia, Teng et at have shown how prescribing habits
of medical officers can be improved with simple
intervention detailing and distribution of leaflets with
guidelines on management of upper respiratory traCt
infections7

• This intervention could be extended to
include other conditions as well as in hospital settings
where costly drugs are more widely used.

In some countries, efforts have been made to improve
efficiency in health care system by controlling the
importation of new and expensive equipment.
Certificate of Needs have been introduced in many
European countries to ensure that new and expensive
medical equipment are introduced in an appropriate
number to avoid inefficiency in health care spending.
The control of expensive equipment to be acquired by
hospitals was made simply to avoid their inappropriate
use by doctors and investors with the aim to recover
their capital investments. Health economists usually
use the term "moral hazards and doctors and hospitals"
to describe the inappropriate and overuse of expensive
medical equipment",9.

Due to the lack of control mechanisms, in some
developing countries the rates of growth of expensive
medical equipment acquired by hospitals and clinics
are higher than in many developed countries. In
Thailand for example, the population to CT Scanners
ratio is higher than in United Kingdom, Italy and
France. In a five-year period between 1996 and 2001,
the values of imported medical equipment in Thailand
grew by more than 100 percent lO

•

More systematic approach to encourage cost-effective
practice is by having a national body to carry out
economic evaluation on selected interventions and
provide input to practitioners to guide them. In Canada
for example, the Canadian Agency for Drugs and
Technologies in Health is a national body that provides
Canada's federal, provincial and territorial health care
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decision makers with credible, impartial advice and
evidence-based information about. the effectiveness and
efficiency of drugs and other health technologies ". An
agency with a similar function was established in
United Kingdom in 1999 called the National Institute for
Clinical Excellence or NICE. This institution is a
government funded agency responsible to assess new
technology and provide clinical guidance to health
professionals and organizations that employ them in
England and Wales12

• Cost-effectiveness of the selected
interventions is an important part of the assessment by
NICE. The Institute functions as an independent entity
outside NHS which gives it the freedom to carry out the
assessment objectively. Even though it is argued that
NICE should look into the equity aspect as well as
efficiency in assessing new technologies, the
organisation plays an important role in providing
information which helps key policy decisions within
the NHS1314.

In some countries, to ensure that the guidelines
provided by health technology assessment agency are
followed by practitioners, funding agencies use these
input to guide their reimbursement packages. In other
words only cost-effective interventions based on
guidelines by health technology assessment agency are
reimbursed by the funding bodies. List of benefits
under the national health insurance schemes in many
countries are drawn up based on input from health
technology assessment agencies.

In Malaysia, the Health Technology Assessment Unit is
currently under the Medical Division of Ministry of
Health. Established in 1995, the Unit has carried out a
number of health technology assessments and
published the reports which can be downloaded from
their website. The capacity of this Unit to carry out
economic evaluation of new and existing health
technology is probably limited since there is no health
economist among the staff listed in their website'. In
order to make it more effective, it is high time that an
independent Health Technology Assessment Agency is
established outside the Ministry of Health so that it can
provide more objective assessment for both public and
private health sector in this country. This is in line with
the on-going efforts by the government to establish the
National Health Care Financing Scheme which will
cover services provided by both public and private
providers. I

In conclusion, with limited resources available for
health care services in developing countries, the
practice of cost-effective medicine is very crucial. New
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and existing medical interventions should be fully and
continuously be evaluated from the perspective of
effectiveness and efficiency to ensure that whatever
resources available within the health sector are not
wasted but used to the maximum level to improve the
health status of the population. At the same time,
reforms in the health care system are required
particularly in developing countries so that mechanisms
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to control and monitor effectiveness and efficiency of
health interventions are put in place and fully
functioning. Only by taking these necessary steps can
the objectives of health care system in improving and
maintaining health status and quality of life of the
population can be achieved and sustainable in the long
term.
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