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1 Introduction  

As the Millennium Development Compact has argued (UNDP, 2003) the first cluster 
of policies required for countries to break out of their poverty traps involve investing 
in health and education. These investments contribute to economic growth and 
enhanced human development. Moreover, education, health, nutrition, and water and 
sanitation complement each other, with investments in any one contributing to better 
outcomes in the others. Policy-makers thus need to recognize the synergies among the 
many aspects of human development. This notion of synergies among social 
investments is central to reducing hunger, malnutrition, disease and illiteracy – and to 
advancing human capabilities.  

Education affects all types of human development outcomes. For instance, education 
promotes better hygiene and increases the use of health services. Safe water and 
adequate sanitation also determine health outcomes. By reducing infectious diseases, 
they improve children's nutritional status and increase their learning abilities. Together 
such interventions contribute to a health transition – from having communicable 
diseases account for most of a country's disease burden to having chronic diseases as 
the main source (UNDP, 2003).  

The health transition hastens the demographic transition from high to low birth and 
death rates. In addition, higher education levels are associated with better family 
planning. As more children survive, families reduce the number of children they have. 
Over time, lower infant and child mortality plays a major role in falling fertility rates. 
This notion of synergies among social investments is central to reducing hunger, 
malnutrition, disease and illiteracy – and to advancing human capabilities.  

The international experience demonstrates also that gender equality especially in 
access to education is central to overall human development.. The lifecycles of 
educated girls illustrate the synergies among social sector interventions (Figure 1). 
Educated girls are likely to marry later especially if their schooling extends to the 
junior secondary level and they engage in economic activity outside the home. 
Educated girls and women also have fewer children, seek medical attention sooner for 
themselves and their children and provide better care and nutrition for their children. 
Such behaviour reduces the probability of disease and increases the odds of children 
surviving past age five.  

Over time reduced child mortality leads to smaller families and increased 
contraceptive use lowering overall fertility. With smaller households child care 
improves, and with lower fertility the school-age population shrinks. Thus the benefits 
of girls' education accrue from generation to generation. But while strengthening 
women's health and education capabilities in this way is important, action is also 
needed to reinforce their role in society as agents of change.  
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Figure 1 : Educated girls lead different lives  

 

Source:  Mehrotra and Jolly, 2000 

Source: Mehrotra and Jolly 2000  

Past progress shows what is possible. Over the past 50 years most developing 
countries achieved advances in health and education that took nearly 200 years in rich 
countries. But a dozen or so developing countries made especially fast progress, 
achieving social indicators comparable to those in rich countries. These high 
performers offer important policy lessons for other countries in reaching human 
development goals (Box 1).  

If there is any doubt that desirable human development goals can be achieved in less 
than a generation, consider the following gains. Sri Lanka added 12 years to life 
expectancy at birth in just seven years (1945-52). In nine years (1953-62) China added 
13 years. Between 1960 and 1980 Botswana more than doubled its gross primary 
enrolment ratio, from 40% to 91%. And in Zimbabwe the gross primary enrolment 
ratio rose from 75% in 1960 to 124% in 1985, five years after independence.  

Some high performers combined rapid economic and social progress - and now have 
high performing economies (e.g. Republic of Korea, Malaysia, Mauritius). They 
achieved social progress early in their development processes, when national incomes 
were still low-suggesting a certain sequence for investments. In other high-achieving 
countries economic growth was slower and less consistent. Nevertheless, all of these 
high performers show that with the right government priorities and policies, high 
social development is possible even without a thriving economy. What this suggests is 
that for countries to become high achievers, investments in education and health need 
to be the highest priority. In countries where growth has been historically low, such 
investments can provide the foundation for stimulating growth; in countries which are 
already growing, further investment in human capital development can lead to these 
countries embracing a growth path characterized by increasingly sophisticated 
technology, high value-added processes and rapidly rising standards of living.  
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Box 1: Policy lessons from high-achieving countries in health and education  

There is no global prescription for achieving human development goals, and no set 
track for being ‘on track’. Diverse national situations require that countries develop 
strategies for achieving international targets for health and education. But success 
stories abound.  

§ In the 1980s Botswana made strides in education and health much greater than 
expected based on its income level.  

§ The state of Kerala, India, has health indicators similar to those of the United 
States – despite a per capita income 99% lower and annual spending on health 
of just $28 a person.  

§ Cuba’s per capita income is a small fraction of that in the United States, yet it 
has the same infant mortality rate and has kept HIV/AIDS under control.  

High-performing countries in health and education show the remarkable progress that 
can be made within a generation, and similarities between success stories provide 
useful insights into what works:  

§ Public financing was adequate and equitable. In high-achieving countries 
political commitment is reflected not just in allocation of public spending to 
health and education, but also in the equity. Spending has focused on basic 
rather than tertiary health services, and on primary rather than higher 
education.  

§ Education achievements preceded higher health status. From the outset of their 
development processes, all the high-achieving countries pursued high 
enrolments for all children, particularly girls. Thus gender inequality in 
education was lower from the start, and gender differences were narrowed 
much faster than in lower-achieving countries. As investments in public health 
infrastructure emerged, high education levels ensured high demand for and 
effective use of health services.  

§ Educated women were able to act as agents of change. Children’s health and 
education outcomes are not only the result of adequate food consumption and 
health services, but also proper child care. In this respect the capabilities and 
positions of women in the household and in society take on major significance. 
When women are educated, have ownership rights and are free to work outside 
the home and earn an independent income, the well-being of the entire 
household is enhanced (Dréze and Sen 1995). In high-achieving countries 
women not only had near parity in education, they also had high rates of 
participation in non-agricultural employment.  

Source: Chen and Desai 2000; Dréze and Sen 1995.  
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2 Why developing countries are failing to 
provide essential services  

While there are examples of effective delivery of essential services in many developing 
countries or regions within such countries, the overwhelming picture is one in which 
services are failing people in these countries, especially poor people. The World 
Development Report of 2004 (World Bank, 2004), whose theme was ‘Making Services 
Work for Poor People’, showed that the key questions relating to access to services in 
many developing countries are the following:  

§ The lack of access (the quantity of provision question);  

§ Poor quality of provision, including poor ‘technical’ quality;  

§ Prohibitive costs of provision;  

§ A lack of responsiveness to the diverse needs of clients within countries;  

§ A lack of innovation in designing alternative delivery mechanisms; and  

§ An absence of monitoring and evaluation, to ascertain what works and what 
does not.  

This section draws heavily from World Development Report 2004 because of its 
comprehensiveness in illustrating both success stories and failures in developing 
countries.  

2.1 Lack of Access to Services  

There is widespread evidence that outcomes in the provision of services are 
disproportionately worse for poor people. Rates of illness and death are high – and 
rates of school enrolment, completion, and learning are low for poor people. In 
Cambodia, for example, under-five mortality is 147 per 1 000 births among the 
poorest fifth of the population. Many children are unlikely to complete even primary 
schooling. The poor are less likely to start school and more likely to drop out. Among 
15 to 19 years old in Egypt, only 60% in the poorest fifth have finished the six-year 
primary cycle. In Peru only 67% of youths in the poorest fifth have finished the six-
year primary cycle, even though they almost all started school. In both countries 
nearly all adolescents in the richest fifth of the population completed primary school. 
Worldwide more than 100 million children of primary school age are not in primary 
school. Almost 11 million children die before their fifth birthday (WB, 2004).  

Most countries have rich-poor differentials in education or health outcomes. 
Comparing outcomes for richer and poorer people within countries highlights two 
things. First, it shows the absolutely bad outcomes among the poor – for example, in 
Bolivia 143 children of every 1 000 from the poorest quintile died before their fifth 
birthday, and in Niger fewer than 10% of adolescents from the poorest quintile 
completed Grade 6. Second, within-country comparisons give a sense of the possible 
– that is, specific goals already being reached within a country (WB, 2004)  
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In many of the poorest countries, access to schools, health clinics, clean water, 
sanitation facilities, rural transport, and other services is limited. In Papua New 
Guinea, for instance, the average travel time to school is one hour. The availability of 
services varies dramatically across countries. Typically, however, poor people need to 
travel substantial distances to reach health and education services – and often much 
longer distances than richer people in the same country.  

Moreover, staff are getting rarer in some parts of the world. There is mounting 
evidence that AIDS is reducing the pool of people able to become teachers or health 
professionals, and international labour markets are making it hard to keep qualified 
medical staff in poor countries.  

Coverage of other services is also far from universal. More than a billion people 
worldwide have no access to an improved water source, and 2.5 billion do not have 
access to improved sanitation. In Africa, only half the rural population has access to 
improved water or improved sanitation. In Asia only 30% of the rural population has 
access to improved sanitation. Again, there are large variations across and within 
countries. In Cambodia 96% of the richest fifth of the population has access to 
improved drinking water source, but just 11% of the poorest fifth did (WB, 2004).  

The exact relationship between use of services and prices or family incomes varies, 
but for poor people, lower incomes and higher prices are associated with less use. 
Poor people spend a lot of their money on services: 75% of all health spending in 
low-income countries is private, 50% in middle-income countries. And poor people 
often need to pay more the same goods. For example, poor people often pay higher 
prices to water sellers than the better-off pay to utilities (WB, 2004).  

The poor also lack the collateral needed to formally borrow to pay for expensive 
services for which they lack insurance, and therefore resort to informal moneylenders 
who charge very high interest rates. If this financing channel is unavailable, they use 
more expensive traditional or private providers who often provide more flexibility in 
the terms of payment.  

Box 2: What Works - Health Insurance for School Children and Cash Transfers 
to Parents  

In Egypt making health insurance available to school children in the early 1990s 
almost doubled the probability of a health facility visit among the poorest fifth of the 
population substantially reducing the rich-poor gap. In Mexico an innovative program 
– Progresa – provided parents with cash transfers if they attended health education 
lectures (where they also received nutrition supplements) and family members got 
regular medical checkups. The impact of this combination of higher income and 
facility visits was significant: illnesses among children under five fell by about 20 
percent.  

Source: WB, 2004.  
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2.2 The Quality of Service Provision  

Lack of access and unaffordability are just two ways services fail. In low- and middle-
income countries alike, if services are available at all they are often of low quality. So, 
many poor people bypass the closest public facility to go to more costly private 
facilities or choose better quality at more distant public facilities. One consequence of 
this is usually under-used publicly funded clinics. When quality improves, the demand 
for services increases – even among poor clients.  

Services are often dysfunctional. Ensuring that positions are filled, that staff report for 
work, and that they are responsive to all their clients is a major challenge. The more 
skilled the workers, the less likely they are to accept a job as a teacher or a health 
worker in a remote area. Incentive payments might encourage professionals to work 
in remote areas, but they can be expensive. A study in Indonesia estimated that 
doctors would need to be paid several times their current salaries to induce them to go 
the most remote areas (WB, 2004).  

Even when positions are filled, staff absence rates can be high. In random visits to 
200 primary schools in India, investigators found no teaching activity in half of them 
at the time of the visit. Recent random samples of schools and health clinics in several 
developing countries found absence rates over 40%, with higher rates in remote areas 
and for some kinds of staff – although there is wide variation within countries (WB, 
2004).  

Staff alone cannot ensure high-quality services. They also need the right materials – 
books in schools, drugs in clinics. By itself, the availability of drugs in a health facility 
is an ambiguous measure of quality: stockouts could be caused by high demand. But 
when medicines are lacking in clinics and available on the black market, as is often the 
case, something is definitely wrong.  

Another problem is corruption in various forms. Teachers and principals might solicit 
bribes to admit students or give better grades or they might teach poorly to increase 
the demand for private tuition after hours. Surveys in 11 Eastern and Central 
European countries found that the health sector was considered one of the most 
corrupt (WB, 2004).  

Box 3: What Works – Cost Sharing & Revolving Drug Funds  

In Benin cost-sharing in health clinics and revolving drug-funds increased the 
availability of drugs in clinics that previously provided services free but almost never 
had any drugs. Use increased in all the clinics that introduced these measures. This 
strategy helps to avoid situations of widespread corruption, ranging from theft to 
kickbacks for procurement, resulting from the provision of free drugs.  

Source: WB, 2004  
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Box 4: What Works – School Autonomy & Stakeholder Involvement  

Innovative arrangements can encourage teachers to report for work. In Nicaragua 
between 1995 and 1997 teacher attendance increased by twice as much in primary 
schools that were granted autonomy as in state schools managed through the 
bureaucratic system. In India a large-scale basic education programme in the 1990s 
doubled the toilets and drinking water facilities in schools in districts where it was 
implemented. This happened because important community and other stakeholders 
were provided with a sense of ownership through their involvement in the system. 
Stakeholders can mobilize to reduce corruption. Public sector unions have organized 
an anti-corruption network that is supporting national initiatives to protect 
whistleblowers.  

Source: WB, 2004  

The technical quality of services is often very low. Services also fail poor people 
when technical quality is low – that is, when inputs are combined in ways that produce 
outcomes in inefficient, ineffective, or harmful ways. For example, health workers 
with low skills give the wrong medical advice or procedure, or schools use ineffective 
teaching methods.  

Even though technical quality is more difficult to identify in basic education, some 
indicators raise alarm. For example, spending is ineffectively allocated, with 
substantially more going to teacher salaries relative to other factors that would be 
more efficient. Or time is misspent: in five Middle Eastern and North African 
countries primary school students spend only about 65% of the potential time actually 
on task. In Indonesia first and second grade students officially spend only 2.5 hours a 
day in school, and absences and classroom time spent on administrative tasks reduced 
time spent on learning even further (WB, 2004).  

Services are not responsive to clients. Services also fail in the interaction between 
provider and client. Clients are diverse: they differ by economic status, religion 
ethnicity, gender, marital status, age, social status, caste. The inequalities between 
these groups are mirrored in the relationship between clients and providers. In India, 
districts with a higher proportion of lower castes and some religious groups have 
fewer doctors and nurses per capita, and health outreach workers are less likely to visit 
lower caste and poor households.  

Clients report that they value health facilities that are open at convenient times with 
staff who treat them with respect. In El Salvador infrequent and inconvenient 
operating hours greatly reduced the use of health posts. In Sub-Saharan Africa school 
often starts at 8 a.m. while girls are still fetching water, and school holidays are at odds 
with local market dates (WB, 2004).  

The “social distance” between providers and their clients can be large. In Niger, a 
mainly rural country, a study found 43% of the parents of nurses and midwives were 
civil servants, and 70% of them had been raised in the city (WB, 2004).  
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2.3 Determinants of Health and Education Outcomes  

As stated earlier, health and education outcomes are determined by more than the 
availability and quality of health care and schooling. Better nutrition helps children 
learn. Better refrigeration and transport networks help keep medicines safe (Filmer, 
2003).  

Health and nutritional status directly affects a child’s probability of school enrolment 
and capacity to learn and succeed in school. Improving child health and nutrition at 
the pre-primary level has long-term impacts on development.  

Improving the health and nutritional status of students positively affects school 
enrolment and attendance. Improving nutrition is not as simple as supplementary 
feeding at school: households can reallocate resources with the effect of “sharing” 
that food.  

Access to – and use of – safe water, as well as adequate sanitation, have direct effects 
on health status. Hand washing is a powerful health practice, but it requires sufficient 
quantities of water. Nutritional status is likewise associated with access to improved 
water.  

The use of safe energy sources affects both health and education. Indoor air pollution 
– from using dirty cooking and heating fuels – hurts child health. One review of 
studies found that the probability of respiratory illness, or even death, was two and 
five times higher in houses where exposure to indoor air pollution was high. A study 
in Guatemala found birth weights 65 grams lower among newborns of women who 
used wood as a domestic cooking fuel (WB, 2004).  

At any given income, health and education outcomes have been improving. A 
continuing trend in improvements in health going back several decades is interpreted 
as advances in technologies and leaps in knowledge about health and hygiene. 
Moreover, major breakthroughs in immunizations for malaria – or HIV – could have 
a huge impact on mortality at all income levels.  

National income is strongly associated with child mortality and primary school 
completion. Income and health and education outcomes build on each other. More 
income leads to better human development outcomes, and better health and 
education can lead to increased productivity and better incomes. Studies that have 
tried to disentangle these relationships typically find income to be a robust and strong 
determinant of outcomes.  

National endowments are also a strong determinant. Geography and climate 
sometimes make it tougher to overcome health problems. For example, areas 
conducive to mosquito survival have great difficulty in combating malaria – and 
widely dispersed populations are difficult to serve through traditional school systems.  

The performance of public expenditure in producing outcomes varies substantially 
across countries. There are large differences in achievements at similar levels of 
expenditure and similar achievements with very large differences in expenditures – 
conditional on income. Spending more through the public is not always associated 
with improved outcomes. This is not to say that spending cannot be helpful – but the 
way resources are used is crucial to their effectiveness.  
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Governance affects the efficiency of expenditures: in corrupt settings money that is 
ostensibly earmarked for improving human development outcomes is diverted. Staffs 
ostensibly delivering services do not. Managing public expenditures can be a critical 
link in ensuring that allocated expenditures get put to uses that improve outcomes.  

Conflict leaves long-lived scars on health and education. Children in war-torn 
countries are hard to find, hard to get into school, and hard to keep in school. Wars, 
including civil wars, lead to “lost generations” of undernourished and under-educated 
children. These deficiencies are difficult – if not impossible – to make up for. When 
children have been out of school for a long time, it is hard to return. And bad health 
and poor nutrition at an early age affect children throughout their lives.  

Periods of national economic and social crisis can result in bad health and education 
outcomes. This is clear in Russia’s recent history: adult mortality has increased 
dramatically over the past ten years. Sustained economic depression can severely 
compromise children’s health and have cascading effects on subsequent development 
and learning. The evidence of shorter-term economic crises is more mixed. In middle-
income environments school enrolments might increase as the opportunity cost of 
time for young people falls. Even in Indonesia, a relatively poor country, the deep 
economic and social crisis of the late 1990s had smaller impacts on outcomes than 
initially feared. This was partly because broad social safety nets were rapidly put in 
place (WB, 2004).  

Decentralization can be a powerful tool for moving decision making closer to those 
affected by it. Doing so can strengthen the links and accountability between 
policymakers and citizens – local governments are potentially more accountable to 
local demands. It can also strengthen them between policymakers and providers – 
local governments are potentially more able to monitor providers. However, like 
national governments, they are vulnerable to capture – and this might be easier for 
local elites on a local scale.  

Community-level institutions, shaped by cultural norms and practices, can facilitate or 
hinder an environment for improving outcomes. A broader review of the literature 
suggests that participatory approaches to implementing projects are more successful 
in communities with less economic inequality and less social and ethnic heterogeneity.  

Services themselves are important. Inaccessible or poor-quality services raise the 
effective price of health care and schooling, which results in higher mortality and 
lower educational achievement. Poor-quality schools deter enrolment and reduce 
attainment and achievement, especially among children of poor families. Health clinics 
where the technical skills of staff are so bad as to be dangerous will lead to higher 
mortality. Lack of water will significantly hurt child health.  

Financing arrangements also matter. Absorbing the burden of unpredictable large 
expenditures through health insurance can reduce impoverishment, which in turn will 
affect outcomes. Financing primary schooling might seem relatively minor: direct 
costs are typically small. Even so, a lack of access to credit has been found to be 
associated with lower school enrolment. Borrowing to pay the direct costs of primary 
school is almost unheard of, but there could be second-round effects if the lack of 
access to credit means that families need children to engage in home production.  
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Links among services are critical. Vaccines can become less effective, ineffective, or 
even dangerous if they get to hot, freeze, or are exposed to light. The ability to 
transport and store vaccines properly thus determines the success of immunization 
campaigns. In cold climates, schools and health facilities often need to close because 
of the lack of heating, and dependable energy sources can directly affect health and 
education outcomes (Filmer, 2003). The accessibility of services can be a deterrent to 
their use: roads and adequate transport contribute to the total cost of using a service.  

The 2004 World Development Report illustrates that many successful institutional 
innovations worldwide show clearly that services need not fail. They ‘offer lessons to 
guide replication and to scale up solutions’. Below are some examples from the report.  

§ Citizen report cards in Bangalore, India. In the early 1990s public services 
in Bangalore were in bad shape. A technology boom unleashed rapid growth. 
Services were of low quality and corruption was rampant, affecting all income 
groups. To monitor the government’s failure to address these problems, and to 
motivate change, a civil society group introduced report cards in 1994 rating 
user experiences with public services. The results – revealing poor quality, petty 
corruption, lack of access for slum dwellers, and the hidden costs of outwardly 
cheap services – were widely publicized by an active press.  

§ The report cards gradually opened a dialogue between providers and user 
groups – and eventually got a positive response from the managers of public 
agencies. The state’s chief minister set up a task force to improve city 
governance. Follow-up activities – such as an in-depth report card for hospitals 
– delved deeper into problems with individual services. In 1999 a report card 
rated some services substantially higher, though scores on corruption and 
access to grievance systems remained low. The initiative was so successful that 
the Public Affairs Centre (which conducted the survey) collaborated with local 
partners to prepare similar studies in other cities. And other countries (the 
Philippines, Ukraine, and Vietnam) are adopting the approach.  

§ Participatory budget formulation. The city of Porto Alegre, Brazil, with a 
population of more than a million, developed an innovative model of budget 
formulation. Citizen associations propose projects, which are then publicly 
debated. The proposals are combined with technical assessments, and the 
procedure is repeated to determine final budget allocations. The city made 
substantial strides. Access to water went from 80% in 1989 to near universal in 
1996, and access to sewerage from less than 50% to 85%. School enrolments 
doubled. And with greater citizen willingness to pay for better services, city 
revenue increased by 50%. To make the process pro-poor, the poorest people 
had more voting power than others. The approach has proved a resounding 
success for the inhabitants (and for the political party, which repeatedly won 
elections). Several other cities have since adopted similar procedures.  

2.4 Summary  

While there are examples of effective delivery of essential services in many developing 
countries, or regions within such countries, the overwhelming picture is one in which 
services are failing people in these countries, especially poor people. Among the key 
questions relating to access to services in many developing countries are the following:  
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§ The lack of access (the quantity of provision question);  

§ Poor quality of provision, including poor ‘technical’ quality;  

§ Prohibitive costs of provision;  

§ A lack of responsiveness to the diverse needs of clients within countries;  

§ A lack of innovation in designing alternative delivery mechanisms; and  

§ An absence of monitoring and evaluation, to ascertain what works and what 
does not.  

There is widespread evidence that outcomes in the provision of services are 
disproportionately worse for poor people. Rates of illness and death are high – and 
rates of school enrolment, completion, and learning are low for poor people. Most 
countries have rich-poor differentials in education or health outcomes. In many of the 
poorest countries, access to schools, health clinics, clean water, sanitation facilities, 
rural transport, and other services is limited. Coverage of other services is also 
inadequate. More than a billion people worldwide have no access to an improved 
water source and 2.5 billion do not have access to improved sanitation.  

Where services are provided, they are often dysfunctional characterized inter alia, by 
high staff absenteeism, the lack of the right materials (such as text books and drugs), 
and rampant corruption. In addition, the technical quality of services is often very 
low. For example, health workers with low skills give the wrong medical advice or 
procedure, or schools use ineffective teaching methods. Moreover, services are often 
not responsive to clients with policy makers and providers failing to take into account 
important economic and socio-cultural characteristics of the client populations.  

Determinants of Health and Education Outcomes  

Health and education outcomes are determined by more than the availability and 
quality of health care and schooling. They depend fundamentally on the synergies 
developed with other sectoral policies such as water and sanitation, electricity, 
nutrition, and transport.  

National income is strongly associated with child mortality and primary school 
completion. Income and health and education outcomes build on each other. More 
income leads to better human development outcomes, and better health and 
education can lead to increased productivity and better incomes. Studies that have 
tried to disentangle these relationships typically find income to be a robust and strong 
determinant of outcomes.  

The performance of public expenditure in producing outcomes varies substantially 
across countries. There are large differences in achievements at similar levels of 
expenditure and similar achievements with very large differences in expenditures – 
conditional on income. Spending more through the public is not always associated 
with improved outcomes. This is not to say that spending cannot be helpful – but the 
way resources are used is crucial to their effectiveness.  
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Effective decentralization can be a powerful instrument for moving decision making 
closer to those affected by it. Doing so can strengthen the links and accountability 
between policymakers and citizens – local governments are potentially more 
accountable to local demands. It can also strengthen them between policymakers and 
providers – local governments are potentially more able to monitor providers. 
However, like national governments, they are vulnerable to capture – and this might 
be easier for local elites on a local scale.  

While services are failing in many developing countries there have been many success 
stories including the following: the development of citizen report cards in Bangalore, 
India, to enhance accountability by policymakers; participatory budgeting in Brazil; 
and cash transfers to stimulate usage of primary health care facilities in Mexico.  

3 Achieving education goals  

During the 1990s primary education enrolments increased in every region of the 
world, and in many a large proportion of children are enrolled. In East Asia and the 
Pacific, Central and Eastern Europe and the Commonwealth of Independent States 
(CIS) and Latin America  

and the Caribbean more than 90% of children are enrolled in primary school. In 
South Asia 79% are enrolled, and in the Arab States 77%. In Sub-Saharan Africa net 
primary enrolments increased by 3 percentage points in the 1990s, yet less than 60% 
of children are enrolled.  

Of the 680 million children of primary school age in developing countries, 115 million 
do not attend school – three-fifths of them girls. In India 40 million children are not 
in primary school, more than a third of the world's total.  

Moreover, enrolment does not mean completion. Just over half the children who start 
primary school finish it – and in Sub-Saharan Africa, just one in three. One-quarter of 
adults in the developing world cannot read or write. And of the world's 879 million 
illiterate adults, two-thirds are women.  

Developing countries face three main challenges in expanding primary education:  

§ Limited resources. Relative to rich countries, developing countries spend much 
less per student and as a proportion of GNP at all levels of education.  

§ Inequity. When spending is low, rich people often capture a much larger share 
of it-so poor people do not benefit as much.  

§ Inefficiency. Inefficient spending means that a high share of recurrent spending 
goes for teacher salaries, leaving little for learning materials. In addition, low-
quality teaching means that students do not learn as much as they could.  
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3.1 Limited Resources  

Governments play a much more important role in the economies of countries where 
human development is high than in countries where it is medium or low. In 1999, 
median public spending was 35% of GDP in countries with high human development 
– while in countries with medium human development it was 25%, and in countries 
with low human development, 21%.  

Rich countries rarely spend less than 4.0% of GDP on public education. In countries 
with high human development median spending on public education is 4.8% of GDP, 
compared with 4.2% in medium human development countries and 2.8% in low 
human development countries. Moreover, lower incomes mean that per capita 
spending is much less in poor countries than in rich ones.  

When public spending places high priorities on areas other than education and health, 
social spending suffers. Debt service is an important non-discretionary component of 
public spending in many low human development countries. But military spending 
can also squeeze out education spending.  

During 1975-97 developing regions exhibited different patterns of public enrolments 
and recurrent spending on primary education. In South Asia, West Asia and Sub-
Saharan Africa the number of students enrolled almost doubled, while recurrent 
spending (in 1995 US dollars) increased modestly. But in East Asia, Latin America and 
the Caribbean, enrolments remained stable, while recurrent spending increased 
rapidly. Thus some regions invested in quantity (enrolments) and some in quality 
(higher spending per pupil). If quality is to improve in the first group of regions, more 
resources are needed.  

Some studies argue that public spending levels are not important for education 
outcomes. It is true that efficient spending is critical to achieving desired outcomes. 
But the amount of spending is also important. One basic use of any additional 
resources would be to hire more teachers. With 26 million primary school teachers in 
developing countries in 2000, the estimated number of additional teachers required by 
2015 ranges from 15-35 million-including more than 3 million in Sub-Saharan Africa, 
with more than 1 million in Nigeria alone.  

According to the United Nations Children's Fund, achieving universal primary 
enrolment in developing and transition countries by 2015 would cost another $9 
billion a year. That estimate includes additional capital cost requirements as well as 
needs to improve schooling quality – and is more than four times what donors now 
spend, as well as far more than current government spending. Education spending is 
especially low in heavily indebted poor countries.  

Economic growth is unlikely to provide enough resources for developing countries to 
achieve universal primary completion by 2015. In Africa economic growth would 
have to exceed 8% a year to provide the required resources – an unlikely outcome. 
Thus much greater donor support is needed.  

But donor aid for education is insufficient: in 2000 it totalled $4.1 billion, with just 
$1.5 billion for primary education. In the 1990s bilateral aid for education fell from 
$5.0 billion to $3.5 billion, dropping to just 7% of official development assistance – an 
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all-time low. Only France, Germany, Japan, the United Kingdom and the United 
States devote significant shares of their assistance to education.  

In 1996-98 multilateral institutions provided an average of $954 million a year in 
education-related official development assistance. The amount fell to $799 million in 
1999-2001. Commitments for basic education were $402 million a year in 1996-98 and 
fell sharply to $222 million a year in 1999-2001. 3.2  

3.2 Inequity  

Who benefits from public spending on primary, secondary and higher education: poor 
people or non-poor people? In most countries the poorest 20% of the population 
receives less than 20% of the benefits of public spending on education and in some, 
much less. Meanwhile, the richest 20% generally captures considerably more than 
20%. But there are exceptions – including Colombia, Costa Rica and especially Chile – 
where a larger share of public spending on education goes to the poorest 20%. Not 
coincidentally, all three countries have made impressive strides towards universal 
primary enrolments.  

Countries performing well on education devote more resources to primary education 
(averaging 1.7% of GDP) than do countries with average performance (1.4%). High-
performing countries also spend more on primary education relative to their per 
capita incomes. And they allocate less of their education budgets to higher education.  

Despite improvements in the 1990s, the countries with the lowest primary enrolments 
spend more per pupil for higher education than primary education. Indeed, the lower 
are primary enrolments, the greater is the difference in spending. These countries 
need to focus on primary education, not spend more on higher education. However, 
additional resources are needed for higher education as well if countries are to build 
capacity to compete in the global economy – but not at the cost of primary education. 
Entire education budgets need to increase.  

Improving Poor People’s Access to Primary School  

The costs associated with education discriminate against the poorest people by eating 
up a larger share of limited household budgets. A considerable body of literature 
argues that school dropouts and child labour can be reduced by lowering the direct 
and indirect costs of schooling. In Bhutan, Burkina Faso and Uganda high household 
costs per pupil –ranging from 10-20% of per capita income – discourage primary 
school attendance, while in Myanmar and Vietnam lower costs contribute to higher 
enrolments.  

Uniforms are often the biggest cost for parents. One policy option is to make 
uniforms optional, letting school administrations and parent-teacher associations 
decide whether to require them.  

User fees for education have long been hotly debated, and in the 1980s and early 
1990s international financial institutions sent mixed signals about them. But in the 
early and mid-1990s, after sharp criticism of the consequences for primary schooling, 
the World Bank came out against fees for primary education. Again, high-achieving 
countries point the way. To ensure universal primary enrolment and completion early 
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in their development, they largely avoided direct tuition fees – and kept indirect costs 
low as well.  

Thus there is a strong case for reducing the out-of-pocket costs of sending children to 
school. Sri Lanka eliminated tuition fees in 1945 and began providing free textbooks 
and free school lunches in the 1950s, and free school uniforms in 1991. Botswana 
gave enrolments a major boost by halving fees in 1973 and eliminating them in 1980. 
Malawi also saw enrolments increase sharply after eliminating school fees and 
uniforms in 1994.  

Ending Discrimination against Girls  

Gender differences in enrolments and dropouts are most severe in South Asia, the 
Middle East and Sub-Saharan Africa. How, then, can gender disparities in schooling 
be eliminated? Countries that have eliminated such differences offer several lessons:  

§ Getting and keeping girls in school requires that schools be close to their 
homes. School mapping can identify least-served locations, aiding the 
establishment of multigrade schools in remote areas.  

§ Lowering out-of-pocket costs prevents parents from discriminating between 
boys and girls when deciding whether to send children to school – and in times 
of declining household income, to keep children from dropping out.  

§ Scheduling lessons flexibly enables girls to help with household chores and care 
for siblings.  

§ Having female teachers provides girls with role models – and gives parents a 
sense of security about their daughters.  

3.3 Inefficiency  

Efficiency means getting better outcomes from the same amount of resources – and 
pursuing policies that help rather than hinder learning. Education in developing 
countries is often bedeviled by a number of operating and financial inefficiencies.  

A major problem in nearly all developing countries is making children repeat class 
years, a factor in high dropout rates and a significant waste of resources. Countries 
that have done well in primary education have addressed this inefficiency. Costa Rica 
cut repetitions in half by introducing automatic promotions to the next class year in 
the 1960s. Malaysia and Zimbabwe have also adopted automatic promotions. To 
maintain standards, automatic promotions should be accompanied by a minimum 
package of inputs, especially classroom materials and teacher training 

Teaching children in the appropriate language also improves education outcomes, as 
high-performing countries show. In all those countries the mother tongue was used 
for instruction at the primary level. Students learn to read more quickly when taught 
in the language most familiar to them and can learn to read a second language more 
quickly.  
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School feeding programmes are also effective in getting children into school and 
keeping them there. One of the factors behind increasing enrolments in India in the 
second half of the 1990s was a midday meal programme covering all states.  

About 55 developing countries have low primary enrolments and require new 
buildings and facilities to achieve universal primary education. But such capital 
investments are often inefficient, and the use of state construction companies and 
large private contractors often leads to inflated costs.  

How can school construction costs be kept low? One way is to use local rather than 
imported construction materials – an approach that Cameroon and Niger are 
encouraging to increase efficiency. And since 1994 India has been using not only local 
materials but also local contractors and construction techniques to contain costs in its 
District Primary Education Programme.  

Managing recurrent costs – to strike a better balance between salary and non-salary 
spending – is by far the most daunting financial challenge for countries with low 
enrolments. Wage bills for teachers and administrative staff often account for 90% or 
more of recurrent spending at the primary level, crowding out non-salary spending 
and leaving little money for other inputs, such as teaching materials. High performing 
countries – Botswana, Cuba, Sri Lanka – have recognized this problem and spend 
reasonable amounts on teaching materials.  

Limited budgets also make it difficult for countries to increase the number of 
teachers, fundamental for universal primary schooling. Increasing salaries can help, 
but so can changing the salary structure – perhaps even reducing costs. One option is 
to manage the gap between minimum and maximum teacher salaries. In OECD 
countries the maximum teacher salary is on average 1.4 times the minimum wage, 
while in developing countries the range is 1.0 to 2.5 times the minimum. The United 
Nations Educational, Scientific and Cultural Organization and the International 
Labour Organization have recommended that it take 10-15 years to reach maximum 
pay. Another option is to unlink teacher salaries from advanced qualifications, an 
approach being tested in South Africa.  

Better use of teachers' time and better teacher deployment could also do much to help 
manage teacher costs. Botswana has experimented with paying teachers more to teach 
double sessions – doubling the number of pupils taught with a small increase in salary 
cost. Investing in information technology to crack down on "ghost" teachers and 
incorrect salary payments also generates fairly rapid returns, as shown by the National 
Education Statistical Information Systems in several Sub-Saharan African countries.  

Salaries eroded by inflation can also erode teacher morale, forcing them to take 
second jobs. Teacher absenteeism, a major problem in South Asia and Africa, can be 
partly addressed by hiring teachers from the neighbourhoods where they are required 
to teach. In Indonesia and Thailand, which achieved universal primary education early 
on, teachers have traditionally been hired locally. But teacher salaries are often a 
reason for absenteeism.  

In many middle-income countries teachers have fared well-especially in China, 
Mauritius, Thailand and Uruguay, where governments have actually managed to 
increase teacher salaries. But in many low-income countries teacher wages have 
progressively eroded, including in Cambodia, the Central African Republic, 
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Kyrgyzstan, Madagascar, Moldova, Myanmar, Sierra Leone and Zambia. Such 
countries will find it difficult to maintain teacher morale without higher salaries. Some 
of these countries also have to sharply increase the number of teachers to achieve the 
Millennium Development Goal of universal primary education. For such countries, 
donor assistance to meet recurrent costs is crucial, at least for a limited period.  

A final point on increasing financial efficiency involves official development 
assistance for education. Such aid tends to emphasize equipment, overseas training 
and technical assistance. Some 60-80% of education assistance is spent in recipient 
countries, the rest in donor countries – on education and training for developing 
country nationals and on consultants and instructors from rich countries. This is not 
the most efficient use of funds. Technical assistance can undermine local institutions, 
particularly if education authorities end up being overwhelmed by an influx of 
advisors pushing overly elaborate systems. Between 1994 and 1997 Ethiopia 
conducted 66 studies on its education system, half sponsored by bilateral aid agencies 
– to little avail.  

3.4 Summary  

Developing countries face three main challenges in expanding primary education:  

§ Limited resources. Relative to rich countries, developing countries spend much 
less per student and as a proportion of GNP at all levels of education.  

§ Inequity. When spending is low, rich people often capture a much larger share 
of it-so poor people do not benefit as much.  

§ Inefficiency. Inefficient spending means that a high share of recurrent spending 
goes for teacher salaries, leaving little for learning materials. In addition, low-
quality teaching means that students do not learn as much as they could.  

Governments play a much more important role in the economies of countries where 
human development is high than in countries where it is medium or low. In 1999, 
median public spending was 35% of GDP in countries with high human development 
– while in countries with medium human development it was 25%, and in countries 
with low human development, 21%.  

Rich countries rarely spend less than 4.0% of GDP on public education. In countries 
with high human development, median spending on public education is 4.8% of 
GDP, compared with 4.2% in medium human development countries and 2.8% in 
low human development countries. Moreover, lower incomes mean that per capita 
spending is much less in poor countries than in rich ones.  

Some studies argue that public spending levels are not important for education 
outcomes. It is true that efficient spending is critical to achieving desired outcomes. 
But the amount of spending is also important.  

Economic growth is unlikely to provide enough resources for developing countries to 
achieve universal primary completion by 2015. In Africa economic growth would 
have to exceed 8% a year to provide the required resources – an unlikely outcome. 
Thus much greater donor support is needed.  
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Inequity: In most countries, the poorest receive a disproportionately lower 
percentage of public sector funds for education and health. Moreover, the costs 
associated with education discriminate against the poorest by consuming a larger share 
of limited household budgets. A considerable body of literature argues that school 
dropouts and child labour can be reduced by lowering the direct and indirect costs of 
schooling through for instance, reducing or eliminating schooling fees, abandoning 
uniforms, and introducing school feeding programmes.  

Inefficiency: Efficiency means getting better outcomes from the same amount of 
resources – and pursuing policies that help rather than hinder learning. Education in 
developing countries is often bedeviled by a number of operating and financial 
inefficiencies. Operating inefficiencies are reflected in high dropout and repetition 
rates and stem from, inter alia, lack of proper infrastructure and learning materials, 
teaching in inappropriate languages and with inappropriate methodologies and the 
absence of school feeding programmes. Financial inefficiencies relate to limited 
budgets, the less-than-optimal management of recurrent costs (for example, between 
salary and non-salary items), and inadequate teacher salaries.  

4 Achieving health goals  

Of the measurable health MDGs, the world is further away from achieving the one 
for child mortality – a two-thirds reduction by 2015 – than any other. Here the 
highest-priority countries are in Sub-Saharan Africa and South Asia. South Asia is 
making progress, with child mortality falling from 12.6% to around 10.0% during the 
1990's. But Sub-Saharan Africa trails far behind: there, 17%of children do not reach 
age five. At current rates the region will not achieve the Goal for child mortality for 
almost 150 years.  

Every day more than 30,000 of the world's children die from preventable causes –
dehydration, hunger, disease. Every year more than 500,000 women die in pregnancy 
and childbirth – one every minute of the day. A pregnant woman is 100 times more 
likely to die in pregnancy and childbirth in Sub Saharan Africa than in a high-income 
OECD country. A severe shortage of trend data for many developing countries makes 
it difficult to appraise the likelihood of achieving the MDG of cutting maternal 
mortality by three-quarters by 2015. Yet many experts believe that high maternal 
mortality is increasing in many countries. The situation is most urgent in Sub-Saharan 
Africa, which accounts for half of the developing world's maternal deaths – with 1 of 
every 100 live births resulting in the mother's death.  

Around the world approximately 50 million people are living with HIV/AIDS. 
Moreover, the disease has killed the mother or both parents of 13 million children. 
Lack of data also precludes assessing progress towards the goal of reversing the 
spread of HIV/AIDS by 2015. But progress is possible – as in Brazil, Senegal, 
Thailand, Uganda and Zambia.  

Tuberculosis is the other leading infectious cause of adult mortality, killing up to 2 
million people a year. Malaria kills 1 million people a year, and without effective 
intervention the number of cases could double in the next 20 years.  
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Many diseases hurt rural poor people more than city dwellers. For acute respiratory 
infections, a major child killer, less than half of rural children receive care in most 
developing regions.  

Many of these deaths are readily preventable. Bednets, affordable antibiotics, trained 
birth attendants and basic hygiene and health education are hardly high-tech solutions. 
Yet as with education, for broad systemic reasons such solutions remain tragically out 
of reach for millions of poor people:  

§ Limited resources. Governments do not spend enough on overall health, and 
they spend even less on basic health.  

§ Inequity. Rural health systems do not have enough staff or enough resources 
dedicated to women and children.  

§ Inefficiency. Programmes for specific diseases are not integrated with general 
health systems.  

It is amongst poor people that the links among health, education and income play out 
most clearly, because it is poor people who lack access to water and sanitation, who 
cannot afford drugs and who do not receive education about HIV prevention and 
family planning.  

Women are at greater risk than men. Globally, women account for about half of adult 
HIV/AIDS cases. But among young women the share is far higher and will likely 
worsen. In many Caribbean countries women account for the majority of new HIV 
infections. And in many African countries HIV prevalence among 15- to 24-year-olds 
is up to six times higher for women than for men.  

Poor women are especially vulnerable to HIV because of their low nutritional status, 
limited education and employment opportunities and low social status and consequent 
inability to negotiate safe sex. And once infected, women are more likely to avoid or 
postpone seeking care because of gender constraints, such as domestic responsibilities 
and the costs of travel and treatment. Autonomy is also a problem: in South Asia men 
often decide whether women should seek medical treatment.  

4.1 Limited Resources  

Every high-income OECD country spends at least 5% of its GDP on public health 
care. But few developing countries achieve that share – and in most it is less than half 
that. (Costa Rica – a country with no military that is a high performer in health and 
education– is a rare exception.) In countries with high human development the 
median public spending on health was 5.2% of GDP in 2000 – while in medium 
human development countries it was 2.7% and in low human development countries, 
2.1%. In per capita terms public health spending is very low in most developing 
countries: in 2000 the median was $1,061 in high human development countries, $194 
in medium human development countries – and just $38 in low human development 
countries (in purchasing power parity terms).  

The World Health Organization's Commission on Macroeconomics and Health 
recommends that donor assistance for health systems in low-income countries be 
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substantially increased, along with domestic financial resources in those countries. The 
commission estimated that an increase in donor assistance for health to $35 billion a 
year by 2015 (from $5 billion a year in 2001), if properly invested in high-priority areas 
(infectious diseases, nutritional deficiencies, maternal complications) and if 
accompanied by greater health spending by the countries themselves, would avert 8 
million deaths a year, with economic benefits on the order of $360 billion a year.  

Most developing countries implementing economic stabilization or adjustment 
programmes have no way of expanding health spending without increasing revenues 
from other sources. Heavily indebted poor countries in particular do not have the 
fiscal space to increase social spending. Yet basic services account for less than half of 
public spending on education and health in such countries.  

What can governments do in the face of severe fiscal constraints? One source of extra 
funds is official development assistance, and for health such assistance has been rising 
– with commitments averaging $3.6 billion a year in 1999-2001, up from $3.3 billion a 
year in 1996-98. Still, official development assistance for health is equal to just $0.01 
of every $100 of donor countries' GNP – too little to meet even the basic health 
needs of developing countries.  

In 1996-98, multilateral institutions provided an average of $872 million a year in 
health – related official development assistance, though in 1999-2001 that fell to $673 
million a year. But commitments for basic health were $264 million a year in 1996-98 
and stayed at much the same level ($249 million a year) in 1999-2001.  

At the end of the 1990s, 37% of health aid from members of the OECD's 
Development Assistance Committee went to basic health, 23% to general health and 
the rest to reproductive health. Thus, unlike for education, official development 
assistance for health is focused on basic services. In the 1990s official development 
assistance for reproductive health increased from $572 million to $897 million a year.  

4.2 Inequity  

How should small health budgets be shared among services and users? This is a key 
issue for equity, because today poor people lose out. A recent survey of developing 
countries found that in every case the poorest 20% of the population receives less 
than 20% of the benefits from public health spending. They also receive less than the 
richest 20% (which in many countries includes a large portion of the middle class).  

But spending on basic health care is shared more equitably than total health spending. 
In some countries poor people make disproportionate use of primary health facilities. 
In Kenya the poorest 20% receive 22% of government spending on primary health 
care, compared with 14% of total health spending. In Chile – a high performer in 
health – the poorest 20% receive 30% of spending on primary health care. And in 
Costa Rica, another high performer, the poorest 20% receive 43%. Thus, if poor 
people are to benefit, more resources must go to primary health care.  

More egalitarian spending is strongly reflected in health outcomes. In countries where 
fewer than 70 of 1,000 children die before age five, the poorest 20% receive more 
than 25% of public spending on primary health care – while in countries with child 
mortality rates above 140, the poorest 20% get less than 15%. Moreover, in countries 
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with high child mortality rates, the poorest 20% account for less than 10% of hospital 
use – the richest 20%, around 40%.  

When resources are limited, less developed rural areas bear the brunt of shortages in 
medical personnel. Moreover, efforts to deploy medical personnel in underserved 
areas are usually unsuccessful. In Cambodia 85% of people live in rural areas but only 
13% of government health staff are located there, while in Angola 65% of the 
population is rural but just 15% of government health professionals work in those 
areas. In Nepal only 20% of rural physician posts are filled, compared with 96% in 
urban areas.  

Several measures can be taken to redress imbalances in health care coverage:  

§ Increase the number of nurses, paramedics and community health workers. 
Nurses, trained birth attendants and community health workers are the limbs of 
the health system, enabling the outreach that is critical to successful 
reproductive health services. For example, high-achieving countries – those 
where life expectancy is high and under-five mortality is low relative to the 
average for developing countries – tend to have more nurses per doctor. 
Compare Zimbabwe (9.5 nurses per doctor in 1990) and Thailand (4 in 1990) 
with India (1.5 in the late 1980s) and Bangladesh (1 in 1990). More recent data 
confirm this observation.  

§ Use service contracts to require medical personnel to spend a certain number 
of years in public service. Such contracts, common in Latin America, have also 
been implemented in the Philippines and Tanzania. In the 1970s Malaysia, 
another high performer, required all holders of medical degrees to work three 
years for the government health service – enabling the government to post 
doctors to rural areas they had previously avoided. In addition, policies ensured 
that the poorest groups received a larger share of public health spending than 
the middle and upper classes.  

§ Have donors fund some recurrent costs. The World Health Organization has 
recommended a package of essential health services for developing countries, 
including public health and clinical interventions. But this package cannot be 
provided without more staff, so donors should cover some recurrent staff 
costs.  

4.3 Inefficiency  

Unless the performance of health systems in many developing countries improves, 
any extra funds could be wasted. Cash-strapped governments have traditionally tried 
to ration health care by limiting overall budgets – not directing resources to specific 
illnesses or diseases. A different approach would be to ration funds based on essential 
interventions. Mexico has taken this approach, and Bangladesh, Colombia and 
Zambia are beginning to.  

The smallpox and malaria eradication campaigns of the 1960s started a trend towards 
donor-driven, disease-specific vertical programmes imposed on developing country 
health systems. Since the 1980s – with the launch of myriad structural adjustment 
programmes and especially since the World Health Organization–United Nations 
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Children's Fund campaign promoting universal immunization of children (1985-90) –
donors have tilted the balance even more towards such efforts. And with the 
increasing prevalence of tuberculosis, malaria and HIV/AIDS, this trend has been 
further reinforced.  

Such programmes have risks. Resources are concentrated in these areas at the expense 
of the overall health system. Public health care efforts outside of such vertical 
structures may be gutted. And even vertical programmes, expensive to maintain, may 
be threatened if donor funds disappear. Vertical programmes may be affordable and 
prudent only for diseases that offer a reasonable possibility of eradication in a 
foreseeable period.  

Disease-specific programmes should be integrated with overall health structures, as 
India's successful tuberculosis programme shows. But maternal and child health 
services are also crying out for integration: in many countries primary health care has 
focused on family planning to the exclusion of maternal and child health services. To 
avert more maternal deaths, care during pregnancy and especially during childbirth 
must be linked to reliable systems that ensure the availability of advanced treatment in 
cases of obstetrical emergencies.  

Grossly inadequate drug supplies are one reason public health systems become 
dysfunctional. When patients do not receive therapeutic drugs, they have little 
incentive to seek public health care. This kills the demand for medical services, 
causing medical professionals and paramedics to skip work.  

In India public health facilities in four southern states – Andhra Pradesh, Karnataka, 
Kerala, Tamil Nadu – function better because drugs are distributed through the 
primary health care network, giving patients a reason to visit the facilities. In other 
countries providing essential drugs through decentralized facilities could help revive 
primary health systems. Providing curative services would also expand the coverage of 
preventive services.  

In countries with high human development almost the entire population has access to 
essential drugs. In countries with medium human development there is a huge range: 
in China 80-94% of the population has access (depending on the region), in India 0-
49%. Most countries with low human development have low access (defined by the 
World Health Organization as 50-79%). However, a notable exception has been 
Bhutan, a low human development country which has succeeded in providing 
essential medicines for 80-94% of its population.  

Many low-income countries will require concessional donor financing to provide 
essential drugs. High-performing countries have provided essential drugs at public 
health centers – stimulating local demand for other services from these centres. 
Increasing beneficiary interest in the public health system also improves supervision 
of public health workers through community monitoring. 4.4  

4.4 Scaling Up Health Interventions  

Expanding access to successful interventions will, in most settings, require the 
removal of a variety of constraints. Among these will be constraints on demand-
factors that dissuade or prevent people from taking up services; constraints on 
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delivery-factors that limit the capacity of the health system to supply the appropriate 
degree of intervention; and overall strategic constraints-issues of policy, governance, 
and the like. There are strategies that can alleviate the problems associated with the 
constraints, stimulating demand for health services and easing their supply. Although 
there are some highly constrained settings where only a limited subset of these 
strategies can expect to enjoy success, these settings are comparatively rare; and even 
in these settings, it is possible to make some progress.”  

The interventions already to hand are capable of drastically reducing mortality in the 
poorest countries. Though research is needed to improve the prospects further-
particularly in the field of vaccines-a significant increase in the availability and uptake 
of the interventions already shown to be effective would cut mortality rates among the 
poor dramatically. Most of these interventions have already been used in most of the 
coun-tries of the world where they are needed. The problem is that almost nowhere 
have these interventions been made as widely available as they should be.  

The challenge to public health systems the world over is to scale up their successes. 
There are the constraints that make such scale-up difficult. According to the WHO’s 
Commission on Macroeconomics and Health, these constraints refer to “conditions 
that hamper efforts to scale up the provision of effective interventions. The most 
obvious such constraint is money. Without money to buy vaccines and medicines, to 
build and equip health centres, and to pay staff adequately, there will be no significant 
progress.  

Lack of money thus is often a governing constraint. However, the fact that progress is 
not possible without money does not mean that it is ensured if money becomes 
available. One also requires the ability to make use of money. Without a health system 
that can use money well, spending will not merely be inefficient-it may be useless, or 
conceivably counterproductive.  

In many countries, the lack of an effective and capable health delivery system limits all 
efforts to scale up the provision of effective interventions. In many cases these 
systemic problems will become governing restraints if spending is quickly increased, 
driving the marginal benefit of spending on materials or staff to zero. In some places 
this is already the case, with workers sitting idle due to dysfunctional systems.  

The removal of structural constraints and the building of new capacity will often be 
necessary precursors to the scaling up of effective health interventions. Although 
money is often a necessary condition for the relief of these constraints, it is rarely a 
sufficient one. The way the constraints are to be relieved and in what order, and the 
incentives for workers and managers to relieve them, are also crucial factors. 
However, significant monetary investments will frequently have to be made in order 
to increase a health system's ability to absorb more spending on specific interventions.  

The idea that there must be system-wide spending on the removal of constraints from 
health systems in order to make progress is not one that has historically been popular 
with some of the donors financing health interventions in less developed countries. 
There is a belief that the absorptive capacities of health systems develop over time 
and that it is best to leave them to do so while concentrating resources on what is 
achievable today.  

Addressing the Constraints  
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It is vital that the most severe constraints on the scaling up of interventions be clearly 
recognized, and that strategies for dealing with them be developed on the basis of 
evidence of what works. It requires that the problems that money can be used to 
solve-the constraints that can be most simply bought out-be identified and made a 
priority. It requires that issues of phasing be carefully thought through: the things that 
are best done first should be singled out.  

Knowledge on how best to scale up, particularly in the most constrained countries, is 
limited, and research in this field is badly needed. It is quite possible that many 
successful experiences are being ignored by experts simply because the settings in 
which they take place are not well served by mechanisms for communicating and 
disseminating results. There is a need not just for further research, but also for better 
ways of exchanging ideas on best practice easily and simply between low- and middle-
income countries.  

Constraints at the Grass Roots Level  

In cases where those in need are unaware of possible interventions, demand can be 
stimulated to a certain extent through information campaigns. Those campaigns that 
involve true community participation-and that reflect the community's perceived 
health needs-are likely to be more effective than one-size-fits-all approaches. The 
potential for outreach and effective information campaigns will be limited in 
constituencies with low levels of education; increased levels of education, and 
especially primary education for girls, will help remove constraints on demand.  

Social marketing has an important role in some cases: in Tanzania, social marketing 
played a role in increasing condom use from 15% to 42% between 1993 and 1996; in 
some areas it has significantly increased the ownership of both treated and untreated 
nets for protection against mosquitoes, in one study, anaemia and parasitaemia in 
children under two was reduced by 20% as a result of the social marketing of nets. 
Scaling up such success is obviously worthwhile. However, social marketing raises 
problems for access among the very poor, who will require some sort of discounting 
or subsidy. Another possibility, applicable in the main to middle-income countries, is 
to tie financial transfers to the poor to uptake of health interventions. For example, 
the Progresa system in Mexico and similar programmes in other Latin American 
countries have made transfers of financial subsidies to households dependent on the 
use of services such as antenatal care.  

However, probably the most important factor in generating demand is providing 
visibly effective levels of intervention; once people see that intervention is available 
and effective, uptake for services will increase. In a situation such as that of Guinea in 
the early 1990s, when fully a third of the country's health centres lacked trained health 
providers or drugs or both, it is hardly surprising that people do not seek treatment 
they are unlikely to get. Improving the infrastructure for the Urban Health Project in 
Dar es Salaam proved to be a necessary precondition for all other interventions; it 
enhanced the users' perception of quality and helped motivate the personnel. The 
implementation of IMCI (Integrated Management of Childhood Illness) in rural 
Tanzania, which has strengthened clinic services for children, has led to a marked 
increase in use of these services. Increased success for interventions provided through 
the public health sector is likely to reduce recourse to inappropriate treatment through 
the private sector-which may be poorly regulated-or ineffective traditional practices. 
Increased success is also likely to reduce, though not eliminate, the lack of demand 
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that stems from the opportunity costs of seeking treatment. However, increased 
success will not necessarily stimulate the demand for interventions whose benefits are 
neither short-term nor obvious.  

Another crucial factor in generating demand is the creation of platforms of exchange 
and communication that allow the community being served a say in the services 
offered. Some communities, such as that of the nomadic people in Chad, hardly 
consult health services at all because the interventions they offer are poorly suited to 
the nomads' lives. Local communities will not be rich in health expertise, but they will 
be peerless in their understanding of their local setting and their own wants and needs. 
A willingness on the part of the health system to acknowledge and understand the 
community's agenda-and to take issue with it respectfully, when appropriate-should 
allow services to be designed in such a way that people will want them and use them. 
It should also serve as a basis for the sense of ownership and partnership that 
underlies a successful relationship between the health service and its clients.  

Two further factors reducing demand for health interventions among the poor are the 
distance to the appropriate point of interaction with the health service, and high user 
costs. The physical difficulties of accessing health care can be a significant problem, 
especially in the poorest countries: in many parts of Chad and countries with similarly 
low levels of wealth, health services are underused because people cannot get to them. 
One way to deal with this problem is to extend the reach of the health system, for 
example, from town level to village level, with the use of health posts or of temporary 
"health camps", which have proved effective outreach settings among tribal and 
disadvantaged groups in the Indian state of Karnataka.  

Another way to increase outreach is through community-based health workers. 
Studies of a community health worker programme in Bangladesh showed decreased 
overall mortality of 17% among neonates, 9% among infants, 30% among children 
aged 6 to 35 months, and 19% among women compared with mortality in a control 
area. Greater emphasis on household management of some cases of illness-with the 
education and provision of treatment materials that that requires-can help here, with 
access to the necessary materials through depots of pre-packaged drugs in schools or 
in the care of community health workers.  

Local Delivery Constraints  

The second level of constraint is at the health services delivery level. These constraints 
are perhaps the most obviously susceptible to solve with funding only. Among the key 
issues are the availability, distribution, and motivation of appropriately skilled staff, 
technical guidance, and programme management; the availability of drugs, medical 
supplies, and equipment; and the upkeep and location of the health-service 
infrastructure.  

The most important factor is the staff. Health workers have to be where they are 
needed in the numbers they are needed. They have to have been educated and to have 
been trained appropriately. They need to have the materials they require for their 
work, and they have to have a workplace that is satisfactory. If they have to move 
around they need transport. They need to be able to make themselves valued and 
trusted by the communities that they serve; they need to be managed well enough to 
do their jobs effectively; and they need to be paid well enough to make their choice to 
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be health workers a sensible one to stick with. To want or expect anything less than 
this is to fall into a self-fulfilling trap of low expectations and poor results.  

These people will mostly be nurses, midwives, and paramedical workers rather than 
doctors, though of course doctors will play key supervisory roles. The needed 
interventions will be delivered through the health centres, health posts, and outreach 
programmes that these people create and work in. There is a well-known tendency for 
governments to underresource this close-to-client part of the system, to the benefit of 
the tertiary hospital sector. For example, in one survey of 29 developing countries, 
over two-thirds were found to spend more than half of their recurrent health budget 
on hospitals. Teaching hospitals have vital functions to fulfil as destinations for 
referral, as centres for the development of appropriate protocols, and as providers of 
certain forms of training. But this does not justify the levels of funding they frequently 
receive due to their links to political elites and the urban rich.  

In most settings, increasing the supply of trained workers is vital to relaxing 
constraints. But training should not be limited to the beginning of people's working 
lives. Improving the skills of existing staff must also be a priority. Well-run training 
programmes can dramatically improve outcomes even in the absence of net growth in 
the level of staffing, and this must be considered when looking at optimum staffing 
levels. For example, a six-week on-the-job training programme stressing the 
improvement of supervision and the importance of coordinated follow-up work is 
credited with increasing the tuberculosis cure rate among survivors to the end of 
treatment from 29% to 92% in Malawi.  

Another difficulty in targeting spending to the close-to-client health service is the 
predilection among donors for spending on centrally managed categorical 
programmes, rather than spending on local generalized services. Although this 
predilection needs to be challenged, that challenge is most fruitfully seen in terms of 
building up generalized services rather than dismantling categorical programmes, and 
of integrating the two where desirable. Strong technical programmes at the national 
and regional level have a role to play in the scaling up of many interventions. 
Categorical campaigns of various sorts-vaccination, diarrhoeal disease control, malaria 
control-were responsible for some of the most significant improvements in the health 
of the poor during the later parts of the twentieth century. It would be ridiculous to 
deny citizens the power of such approaches in the future: where the technical capacity 
vital to such programmes exists it must be fostered, and where it is lacking it must be 
created. Yet it is also the case that a functioning close-to-client health system is 
necessary to build on and sustain the gains such campaigns may make, as well as to 
provide interventions ill suited to the cat-egorical format.  

Creating Knowledge  

A crucial ingredient to most sustained efforts is feedback: to keep doing well you need 
to know how you are doing. This applies strongly to efforts to improve health. Data 
on current health status and on what changes are being effected are vital, with 
different types of data needed at different levels. In many poor countries the systems 
for gathering data are inadequate to this task; their improvement is an integral part of 
improving the health system overall.  

For instance, even mortality data are far from robust. The very fact of death is 
frequently not recorded in many poor countries; in Sub-Saharan Africa, the cause of 
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death is almost never recorded. In order for policy-makers to have access to better 
information, investments to improve the recording of deaths are urgently needed. 
Similarly, it will be necessary to have aggregated data on the coverage of priority 
interventions, pooled from locally derived data used by district managers.  

Health measurement or surveillance systems are key to tracking trends in health 
conditions of the poor, detecting new epidemics and outbreaks (such as HIV/AIDS), 
evaluating the success of control programmes, and improving accountability for 
expen-ditures on health. Public health in western countries was transformed when 
vital statistics on age, sex, and socioeconomic distribution of births and deaths 
became available in the late nineteenth century and early twentieth century. Vital 
statistics have been key to documenting the large declines in tuberculosis and under-
five mortality during the twentieth century. They have also sounded the alarm, most 
recently by identifying the increase in immune system-related deaths among young 
men in San Francisco in the early 1980s (the start of the North American HIV 
epidemic). Surveillance of new cases of smallpox and polio has been central to their 
eradication programmes.  

Surveillance can be thought of as supporting four objectives: monitoring health status 
(the most important of which is mortality) to guide policy choices; efficiency in use of 
resources; disease surveillance to aid control programmes; and epidemic alert to 
enable rapid response and containment. Unfortunately, complete systems covering 
these four functions are rare in poor countries. Several innovative and low-cost 
models have worked well in several countries (Box 5). As with training, effective 
global leadership and finance, perhaps through something like a Global Health 
Surveillance Facility, managed by a network of public health and statistical agencies 
and academic centres (see Box 5), should be a priority within the first 5 years of any 
major global programme to improve health of the poor. This would aim to build 
simple systems that can be sustained, and it would reduce reliance on complex and 
expensive periodic surveys done by outside groups.  
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Box 5: A massive effort for global health surveillance  

A sine qua non of any global programme to improve the health of the poor would be 
routine, reliable, low-cost, and long-term reliable health surveillance systems. 
Currently, no low-income country has adequate coverage of the four, often quite 
different, surveillance functions. The very fact of death is frequently not recorded in 
many poor countries; in sub-Saharan Africa the cause of death is almost never 
recorded.  

Effective models have been implemented successfully in some countries, often at low 
cost. In India, the Registrar General is adding a "verbal autopsy" instrument to its 
Sample Registration System so as to obtain cause-of-death data by age, socioeconomic 
status, occupation, and region from about 7 million Indians from every state. The 
overall system costs less than US$ 1 per person annually. The International Network 
of field sites with continuous Demographic Evaluation of Populations and their 
Health in Developing Countries has 17 field sites in 13 countries providing utilization 
and outcome data at a district level. Data from such sites in Tanzania led, for example, 
to re-directing many more resources to malaria control. A similar system in Karnataka, 
India, tracks a handful of priority conditions among 5 million people using various 
methods, including a mailed postcard for data collection from private and public 
providers. Annual costs for the Indian and Tanzanian systems are less than 1 to 3 
cents per capita. In southern Sudan, an Early Warning and Response System 
(EWARS) system uses a simple radio network to link field staff at over 100 reporting 
sites, and covers eight syndromes. Prior to EWARS, an outbreak of relapsing fever in 
1998-1999 killed over 2600 people. It took six months for the disease to come to the 
attention of authorities and a further three months to establish a diagnosis. After 
EWARS, when relapsing fever hit again, a local lab identified the disease within three 
days. The outbreak was held to 142 cases, and only 11 people died.  

Source: WHO, 2002  

Knowing what is going on is not, however, just a matter of comparing achievements 
with targets. It is also one of various tools for finding out what works best. It is 
important to stress that knowledge-specifically, the knowledge of interventions that 
work and how they may be scaled up-is the key to success. It is vital that efforts as 
large as those under discussion here should not just use prior knowledge but also 
produce new knowledge.  

There is still a great deal that is not known about how to implement and improve on 
the many interventions and therapies. How can home management of childhood 
illness be made most effective? Does adult male circumcision work as an intervention 
against HIV? What are the best approaches to combination therapy for malaria? What 
are the best interventions to protect adolescents from HIV infection? How can the 
DOTS regimen for tuberculosis be simplified? Knowledge about what works in these 
cases, and about how the interventions that work best can be scaled up, is something 
that must be found out as part of the expansion of interventions around the world.  

It will be possible to extract some of this knowledge from routine monitoring, but it 
should also be deliberately sought through randomized trials and operational research. 
Once available, it should be actively disseminated around the world. Many of the most 
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effective interventions against the diseases of the poor, and of the best strategies for 
making those interventions available, have originated in developing countries; 
examples are oral rehydration treatment for diarrhoea, the 100% condom use 
programme for vulnerable groups, and DOTS. With greatly increased investment, it is 
to be hoped that this will be ever more the case. Making sure that this knowledge is 
widely disseminated will be a crucial part of improving the efficacy and cost-
effectiveness of interventions around the world.  

Other forms of knowledge creation will also be vital. There needs to be investment in 
new drugs that will improve or make easier the treatment of tuberculosis, HIV, and 
malaria. New interventions against anaemia should also be given a high priority. 
Vaccine development is perhaps the highest priority of all. There need to be clear 
incentives to perform such research, in terms of international funding and possibly in 
terms of guar-anteed markets for the products. There may also need to be some sort 
of centralized planning and coordination in some fields.  

The key to long-term success is having enough trained personnel with salaries, 
facilities, and a drug supply they can rely on, and with confidence in their training and 
their managers. This requires the governments that employ many of these people to 
have made a long-term commitment to the importance of their work. It also requires 
money beyond that available to many of these governments, which will mean that 
money is fed into the entire health system by donors. The current reluctance to 
support the salaries of health workers must be overcome: without salaried health 
workers, other investments in health are unlikely to bring the benefits that might be 
expected, and while in general most countries may be able to spend more on health 
than is currently the case, even comparatively wealthy low-income countries will not 
necessarily be able to free those resources quickly. In the most highly constrained 
countries, long-term assistance will undoubtedly be necessary, but again two basic 
truths need to be emphasized. It is possible to spend money effectively on some 
health interventions (such as vaccination) even in conditions of low education, poor 
governance, and scarce local resources. And most of the world's poor do not live in 
the most constrained settings.  

Not all the new health workers required will be employed by governments. Non-
governmental not-for-profit providers and commercial sources of care also have 
important roles to play. But to make sure that such services truly serve the needs of 
the poor, it is important that the poor should have access to them, and this is 
something that the government alone can ensure. In many cases, guaranteeing access 
to services, and the uptake of those services, among the poor will mean direct 
government provision free of user fees. Only sometimes will it be possible to target 
such provision, and thus efforts to guarantee access to services, and the uptake of 
these services, among the poor will mean direct government provision free of user 
fees. Only sometimes will it be possible to target such provision, and thus efforts to 
guarantee access and uptake for the poor will result in benefits to the less poor as well. 
To a great extent, intervention for the poor will entail some form of universalism in 
health provision.  

Effective interventions exist for many priority health problems in low income 
countries; prices are falling, and funds are increasing. However, progress towards 
agreed health goals remains slow. There is increasing consensus that stronger health 
systems are key to achieving improved health outcomes. There is much less agreement 
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on quite how to strengthen them. Part of the challenge is to get existing and emerging 
knowledge about more (and less) effective strategies into practice.  

4.5 Summary  

The health MDGs of reducing infant mortality and maternal mortality, and reversing 
the spread of HIV/AIDS, tuberculosis, and malaria, are far from being reached in 
many developing countries especially those in Sub-Saharan Africa, and to a lesser 
extent, South Asia.  

As with education, for the same broad systemic reasons, health solutions remain out 
of reach for millions of poor people:  

§ Limited resources. Governments do not spend enough on overall health, and 
they spend even less on basic health.  

§ Inequity. Rural health systems do not have enough staff or enough resources 
dedicated to women and children.  

§ Inefficiency. Programmes for specific diseases are not integrated with general 
health systems.  

Women are at greater risk than men. Poor women are especially vulnerable to HIV 
because of their low nutritional status, limited education and employment 
opportunities and low social status and consequent inability to negotiate safe sex.  

Every high-income OECD country spends at least 5% of its GDP on public health 
care. But few developing countries achieve that share – and in most it is less than half 
that. In countries with high human development the median public spending on 
health was 5.2% of GDP in 2000 – while in medium human development countries it 
was 2.7% and in low human development countries, 2.1%. In per capita terms public 
health spending is very low in most developing countries: in 2000 the median was 
$1,061 in high human development countries, $194 in medium human development 
countries – and just $38 in low human development countries (in purchasing power 
parity terms).  

Inequity: Like education, public sector health expenditure is generally inequitable. 
However, spending on basic health care is shared more equitably than total health 
spending. In some countries (e.g. Kenya, Chile, Costa Rica) poor people make 
disproportionate use of primary health facilities.  

More egalitarian spending is strongly reflected in health outcomes. In countries where 
fewer than 70 of 1,000 children die before age five, the poorest 20% receive more 
than 25% of public spending on primary health care – while in countries with child 
mortality rates above 140, the poorest 20% get less than 15%. Moreover, in countries 
with high child mortality rates, the poorest 20% account for less than 10% of hospital 
use – the richest 20%, around 40%.  

When resources are limited, less developed rural areas bear the brunt of shortages in 
medical personnel. Moreover, efforts to deploy medical personnel in underserved 
areas are usually unsuccessful.  
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Several measures can be taken to redress imbalances in healthcare coverage including 
increasing the number of nurses, paramedics and community health workers; using 
service contracts to require medical personnel to spend a certain number of years in 
the public service (e.g. Latin America, Philippines, Malaysia, Tanzania); and having 
donors fund some recurrent costs.  

Inefficiency: Unless the performance of health systems in many developing countries 
improves, any extra funds could be wasted. Cash-strapped governments have 
traditionally tried to ration health care by limiting overall budgets – not directing 
resources to specific illnesses or diseases. A different approach would be to ration 
funds based on essential interventions. Mexico has taken this approach, and 
Bangladesh, Colombia and Zambia are beginning to.  

Such programmes have risks. Resources are concentrated in these areas at the expense 
of the overall health system. Public health care efforts outside of such vertical 
structures may be gutted. And even vertical programmes, expensive to maintain, may 
be threatened if donor funds disappear. Vertical programmes may be affordable and 
prudent only for diseases that offer a reasonable possibility of eradication in a 
foreseeable period.  

Disease-specific programmes should be integrated with overall health structures, as 
India's successful tuberculosis programme shows. But maternal and child health 
services are also crying out for integration: in many countries primary health care has 
focused on family planning to the exclusion of maternal and child health services. To 
avert more maternal deaths, care during pregnancy and especially during childbirth 
must be linked to reliable systems that ensure the availability of advanced treatment in 
cases of obstetrical emergencies.  

Scaling up Health Interventions  

Expanding access to successful interventions will, in most settings, require the 
removal of a variety of constraints. Among these will be constraints on demand-
factors that dissuade or prevent people from taking up services; constraints on 
delivery-factors that limit the capacity of the health system to supply the appropriate 
degree of intervention; and overall strategic constraints-issues of policy and 
governance.  

Key to scaling up health interventions are funding, the existence of effective and 
capable health delivery systems, an ability to address the various challenges at the 
grass roots level (e.g information campaigns to stimulate demand, providing visibly 
effective levels of intervention, and involving the community in decision making), 
addressing the local delivery constraints (including most importantly, attracting and 
retaining skilled staff), and investing in the development and maintenance of 
appropriate surveillance systems.  

5 Achieving water and sanitation goals  

Access to safe water and adequate sanitation is crucial for survival. Water is essential 
for the environment, food security and sustainable development. And adequate 
sanitation can also make the difference between life and death.  
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In 2000 at least 1.1 billion of the world's people – about one in five – did not have 
access to safe water. Twice as many (2.4 billion people) lacked access to improved 
sanitation. Asia contains 65% of the population without safe water, and Africa 28%. 
With respect to sanitation Asia contains 80% of the unserved population, and Africa 
13%.  

There were some positive developments during the 1990s: about 438 million people 
in developing countries gained access to safe water, and about 542 million in urban 
areas gained access to proper sanitation. But due to rapid population growth, the 
number of urban dwellers lacking access to safe water increased by nearly 62 million.  

In the major cities of Europe and North America more than 90% of households are 
connected to piped water and sewers. But in the rest of the world the situation is very 
different. If adequate sanitation is taken to mean a toilet connected to a sewer, there is 
a significant lack of adequate sanitation throughout the developing world – even in 
large cities. And sanitation coverage is much worse than water coverage in every 
region.  

In the 1990s the number of children killed by diarrhoea – the result of unsafe water 
and sanitation – exceeded the number of people killed in armed conflicts since the 
Second World War. Moreover, half the world's hospital beds are occupied by patients 
with water-borne diseases, meaning that expensive curative services are being used to 
treat diseases that could easily have been prevented.  

In South Asia only 37% of the population has access to adequate sanitation. Some 1.4 
million of the region's people still either defecate in open areas or use unsanitary 
bucket latrines. In Sub-Saharan Africa the more pressing problem is safe water, 
available to just 57% of the population – an average masking huge gaps between 
urban and rural areas.  

Rural poor people suffer more from a lack of safe water because they generally rely on 
land and water resources to sustain their livelihoods. Urban poor people suffer more 
from inadequate sanitation, made worse by overcrowding in cities.  

Increasing access to safe water and sanitation also requires addressing gender 
inequities. African women and girls spend three hours a day fetching water, expending 
more than a third of their caloric intake. Such household chores keep many girls out 
of school – and if they attend school, the energy they use performing household 
chores seriously undermines their school performance. Moreover, when other family 
members become sick, often due to water or sanitation-related diseases, girls are more 
likely to be kept home to care for them. And when water is needed in schools, girls 
are sent to fetch it, reducing their time for study and play.  

The policy priorities for achieving the water and sanitation MDGs involve:  

§ Increasing resources. Low-cost technologies are available to increase household 
and community access to safe water and sanitation. But for cash-strapped 
governments, wastewater treatment infrastructure is extremely expensive to 
install and maintain.  
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§ Increasing equity. Poor people often cannot afford water and sanitation costs 
because wealthier users are not paying enough. And in poor households girls 
and women suffer more from difficult access to water and sanitation.  

§ Increasing appropriate maintenance. Too often, water and sanitation delivery 
systems are poorly maintained by governments and do not respond to local 
needs.  

§ Limiting environmental damage. Sustainable water supplies require rational 
water use – especially in agriculture.  

5.1 Appropriate Technologies for Efficient Use  

In water supply low-tech, low-cost technologies include household connections, 
public standpipes, boreholes, rainwater collection and protected springs and wells. 
These technologies are far better than alternatives such as bottled water, tanker truck 
provision of water and unprotected springs and wells. Some of these alternatives are 
unsafe, while others are inappropriate because they cannot be secured in sufficient 
quantities.  

In sanitation there is a pressing need to provide technologies that people want to use, 
because decisions about sanitation are made at the household level. Households do 
not need to be convinced about the merits of a well or a standpipe. But they may need 
to be sold on the merits of onsite sanitation, as well as given adequate hygiene 
education. The best way to do so is through products that match consumer demand 
in both price and quality. Appropriate technologies include pour-flush latrines, simple 
pit latrines, ventilated pit latrines and connections to septic tanks or covered public 
sewers. In rural areas waste disposal through composting is sometimes appropriate.  

Such technologies are affordable to and can be easily maintained by poor 
communities. In the past governments often took a top-down approach, installing 
hand pumps, tube wells and even ventilated pit latrines regardless of whether there 
was demand for them. As a result communities generally neglected maintenance or 
relied on the government to perform it. But when communities – especially women – 
are involved in providing and financing facilities and trained to maintain them, 
ownership and sustainability increase.  

Many city governments are reluctant to invest in basic sanitation without addressing 
the broader challenges of drainage and solid waste disposal. In developing countries 
very little urban wastewater is treated before being returned to the environment. But 
treating wastewater is much more expensive than simply providing access to safe 
water and household sanitation. Thus research is needed on feasible, affordable 
approaches to the full range of sanitation services.  

It may also be necessary to accept an increase in environmental pollution as a first 
step towards improving sanitation. In Europe and North America, for example, 
improved household sanitation initially came at the cost of polluting rivers and 
waterways.  
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5.2 Limited Resources  

In developing countries the domestic public sector finances 65-70% of water 
infrastructure, donors 10-15%, international private companies 10-15% and the 
domestic private sector 5%. In 90% of developing countries water and sanitation 
services are provided by the public sector. Funding comes from users who pay bills to 
local authorities – the usual suppliers of services – but cost recovery usually covers 
only part of the capital and recurrent costs of water infrastructure and services. The 
financing gap is covered by tax revenue and donor funding. With political 
commitment and money, access to safe water can be increased – as South Africa 
showed since the mid-1990s.  

Many developing countries struggle to pay for water and sanitation infrastructure, 
with funding from the cash flows of water services especially precarious. 
Inappropriate charges are a big problem. Yet in the absence of core infrastructure, 
household plumbing and sanitation cannot advance. And without trunk sewerage and 
treatment plants, wastewater typically flows into open streams and drainage channels 
– posing health risks and damaging the environment.  

International private investment in water services has declined after peaking in 1996-
99, apparently because returns are too low. Moreover, water projects require larger 
initial investments than electricity, telecommunications and natural gas. Currency 
devaluations – as in the economic crisis in Argentina – are another disincentive.  

In the 1990s an average of $3 billion a year in official development assistance was 
allocated to water and sanitation projects. In 1996-98 such funding was $3.5 billion a 
year, but in 1999-2001 it fell to $3.1 billion a year. The share of water and sanitation in 
total official development assistance remained relatively stable in the 1990s, at 6%of 
bilateral and 4 - 5% of multilateral aid. Non-concessional lending, mainly by the 
World Bank, added $1.0 – 1.5 billion a year. Japan made by far the most significant 
commitments.  

Water supply and sanitation accounted for three-quarters of aid to the water sector in 
1997-2001. Most aid to water supply and sanitation goes for large systems. The 
number of projects drawing on low-cost technologies offering the best prospects of 
increased coverage for poor people – hand pumps, gravity-fed systems, rainwater 
collection, latrines – is very small. Thus the composition of aid for water and 
sanitation has to change. Ten countries accounted for half of the official development 
assistance for water, and just one donor – Japan – provides one-third of such aid. 
Worse, only 12% of official development assistance for water went to countries where 
less than 60% of the population has access to safe water.  

5.3 Inequity  

To fill part of the financing gap to meet the MDGs for water and sanitation in most 
developing countries, costs must be reduced and revenues from users increased. To 
reduce costs, local authorities have to improve management – for which there should 
be more donor support and exchanges among developing countries.  

In terms of revenues, local authorities commonly do not include capital costs in their 
cost recovery policies – and only partly recover recurrent costs. It has been suggested 
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that "for the water and sanitation sector, full cost recovery from users is the ideal 
long-term aim". Under such a strategy urban users would pay full costs for 
investments, while peri-urban and rural users would not contribute to capital costs. 
For operation and maintenance costs urban users would pay full costs, peri-urban 
users would do so where possible and rural users would pay partial recurrent costs.  

But such an approach would be unfair. Since the social benefits of safe water and 
adequate sanitation far exceed the costs, there is a strong case for a pricing policy that 
reflects the wider benefits to all from, say, reducing the incidence of diarrhoea. This 
implies that those with direct household connections should be paying full cost. 
Today they are the ones paying below cost – and receiving the greatest subsidies. 
Charging them full cost would generate resources for the sector and make it possible 
to cross-subsidize those lacking improved water or sanitation or having a lower ability 
to pay. Such cross-subsidies would also be possible if higher rates were charged to 
industrial and agricultural users.  

Depending on poverty levels in peri-urban and rural areas, there should be only partial 
cost recovery of recurrent costs. In many areas poor people currently pay exorbitant 
prices to water vendors. Some form of cost recovery is often desirable, less to 
generate resources than to ensure efficient use. Communities should be encouraged to 
provide labour to ensure rapid installation of hand pumps and public toilets.  

Where poor people struggle to cover charges, they should be helped through credit 
schemes. Bangladesh's Grameen Bank has been extending credit for water and 
sanitation, on a group basis, for years.  

Women face more problems of workload, privacy, safety and hygiene than boys and 
men – and so are more interested in sanitation improvements. But they often have 
fewer resources, so it is important to persuade men that sanitation improvements are 
worth it. The improvements should also be financially affordable for female-headed 
households, which often have less money and fewer labour resources than households 
with a man and a woman. Since women are more likely to know what designs and 
locations are suitable for use by women and children, men and women should share 
information and decisions.  

Women also prove more reliable in maintaining equipment, such as hand pumps – 
partly because they are commonly responsible for fetching water for the family. Thus 
they should be encouraged to train as masons and plumbers, because they would feel 
more comfortable showing another woman where to locate a latrine in a home than 
showing a man. And with a job in maintenance, they are less likely to move from the 
community in search of work elsewhere.  

5.4 Summary  

In 2000 at least 1.1 billion of the world's people – about one in five – did not have 
access to safe water. Twice as many (2.4 billion people) lacked access to improved 
sanitation. Asia contains 65% of the population without safe water, and Africa 28%. 
For sanitation Asia contains 80% of the un-served population, and Africa 13%.  

There were some positive developments during the 1990s: about 438 million people 
in developing countries gained access to safe water, and about 542 million in urban 
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areas gained access to proper sanitation. However, due to rapid population growth, 
the number of urban dwellers lacking access to safe water increased by nearly 62 
million.  

If adequate sanitation is taken to mean a toilet connected to a sewer, there is a 
significant lack of adequate sanitation throughout the developing world – even in 
large cities. And sanitation coverage is much worse than water coverage in every 
region.  

In the 1990s the number of children killed by diarrhoea – the result of unsafe water 
and sanitation – exceeded the number of people killed in armed conflicts since the 
Second World War.  

The policy priorities for achieving the water and sanitation MDGs involve:  

§ Increasing resources. Low-cost technologies are available to increase household 
and community access to safe water and sanitation. But for cash-strapped 
governments, wastewater treatment infrastructure is extremely expensive to 
install and maintain.  

§ Increasing equity. Poor people often cannot afford water and sanitation costs 
because wealthier users are not paying enough. And in poor households girls 
and women suffer more from difficult access to water and sanitation.  

§ Increasing appropriate maintenance. Too often, water and sanitation delivery 
systems are poorly maintained by governments and do not respond to local 
needs.  

§ Limiting environmental damage. Sustainable water supplies require rational 
water use – especially in agriculture.  

 

6 Cross-cutting priorities  

The preceding discussion focused on sectoral policy priorities specifically in 
education, health, and water and sanitation. However, there are some critical policy 
priorities that cut across the human development goals for all groups of countries.  

6.1 Increasing the Level, Efficiency and Equity of Public 
Spending on Basic Services  

In most rich countries the government accounts for more than 40% of GDP – in 
most developing countries, less than 20%. With development the size of government 
is expected to rise. The enormous challenges of reducing hunger, preventing deaths 
and spreading literacy require a big increase in public spending.  

But it is difficult to drive through multi-sectoral action in low-income countries, 
where tax revenues typically account for less than 15% of GDP. And achieving 
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desired human development goals will require significant additional resources not 
likely to be generated by the economic growth of poor countries alone. Their fiscal 
resources are squeezed by debt repayments. And the allocation of what is left over is 
skewed too much towards defence. Not enough goes for agriculture – less than 5% of 
budgets in Africa – or for health and education.  

Within the social services, particularly health and education, resource allocations have 
tended to be biased against basic health services and basic education. But the capacity 
of governments to reallocate spending to basic services to meet the Millennium 
Development Goals depends partly on shifting spending away from defence and debt 
servicing, partly on generating more domestic revenues. Things become a lot easier if 
government revenues are increasing, because discretionary spending on each 
individual can rise.  

The problem facing many developing country governments is that large budget 
deficits have forced them to undertake macroeconomic stabilization and adjustment. 
But since the early 1980s adjustment policies have focused on reducing public 
spending – rather than mobilizing tax and non-tax revenues – to reduce the deficits. 
In a recent external review of International Monetary Fund (IMF) Extended 
Structural Adjustment Facility programmes, a group of independent experts 
concluded that public spending limits have often been set too tight, with detrimental 
effects on human capital and growth. This was again the case in the policy conditions 
laid down in the IMF's response to the East Asian economic crisis that started in 1997 
– conditions relaxed somewhat only after widespread criticism of the IMF on this and 
other counts.  

Another recent study shows that, for all of more than a dozen countries, real per 
capita public spending on basic social services (basic health, basic education and water 
and sanitation) declined only when public spending fell as a proportion of GDP. In 
other words, if public spending is stagnant or falling, it is next to impossible politically 
for governments to shift funds to social services – particularly to basic social services 
– without incurring the wrath of those better off.  

Much more could be done to strengthen tax collection to prevent tax evasion and tax 
avoidance. And much more could be done to enhance the tax base, by enlarging the 
tax net to catch those now escaping it. International financial institutions need to take 
much more seriously the technical support requirements of most developing countries 
in tax administration and collection, especially those in Sub-Saharan Africa and Latin 
America.  

The prospects for enhancing the efficiency of spending (by increasing the availability 
of textbooks in schools, of drugs in public health clinics and so on) and improving the 
equity of spending on social services would be much brighter if spending were to 
increase. As noted, health spending – even in countries with stagnating incomes – 
strongly affects health outcomes. The same goes for education spending: it improves 
outcomes.  



employment growth and development initiative 

                                            HSRC  

42 

6.2 Improving the Quantity and Quality of Aid for Basic 
Services  

For the poorest low-income countries a significant proportion of the additional 
resources needed for social investments will have to come from external sources. For 
heavily indebted poor countries, it will come from debt cancellation and for all low-
income countries, from enhanced official development assistance.  

How has official development assistance responded? The total share devoted to basic 
social services (basic health, basic education and water and sanitation) has rarely 
surpassed 10%, despite an increase in bilateral flows in the 21st century. The 
multilateral contribution has accounted for a third of official development assistance, 
including UN agencies, the World Bank and regional banks. Official development 
assistance for small water and sanitation projects in rural areas and for basic education 
are insufficient.  

Official development assistance for basic services must increase. Donors worried 
about the fungibility of recipient government resources should bear in mind that even 
if governments shift resources partially to other sectors, they still increase public 
spending.  

6.3 Improving Sector-Wide Programmes  

Moving from project-oriented to sector-wide approaches is an important step 
forward. A sector-wide approach avoids the weaknesses of the project approach: weak 
links to other sectors, geographic isolation, lack of ownership and aid conditionality. It 
is also supposed to build an integrated programme that sets out policy objectives, a 
comprehensive policy framework, an investment plan, a spending plan and funding 
commitments for governments and donors.  

The idea is that sector-wide programmes should become part of the overall policy 
environment – rather than bypassing national structures, as project funding does. 
They could also ensure clear financing commitments from donors, an improvement 
over unpredictable aid flows to particular projects.  

The sectoral approach has had problems however, and in many cases resource 
pooling has not yet occurred. First, the approach takes years to develop and finalize. It 
has been estimated that a sectoral approach planning cycle takes an average of five to 
seven years.  

Second, technical cooperation (with expatriate technical personnel), which tends to 
dominate the project approach, remains a lingering problem with sectoral 
programmes. It would be useful to evaluate the opportunity costs of time and funds 
used for donor- financed training.  

Third, donors' differing legislative constraints on spending, rigid and different 
procedures for resource allocation and reporting needs and weak capacity in recipient 
countries prevent actions from being fully harmonized. The government cannot be in 
the driver's seat if donor project implementation units continue to exist over which 
the line ministry has little control.  
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In Zambia donors have agreed to release the second tranche of their aid only if the 
government has spent at least 20% of its budget on education. In addition, all the 
external agencies involved have linked their financial flows to specific programmes. 
Indeed, earmarking funds for specific elements of sector-wide approaches is 
widespread, often depending on donor perceptions of local political leadership and 
commitment in specific areas.  

Donors recognize some of these problems. The February 2003 Rome Declaration on 
Harmonization calls for donors to commit to providing budget, sector, or balance of 
payments support where it is consistent with the mandate of the donor, and when 
appropriate policy and fiduciary arrangements are in place. 6.4 6.5  

6.4 Covering Some Recurrent Spending  

Most donors have been willing to finance investment costs (e.g. building hospitals) 
but unwilling to finance recurrent costs (e.g. doctor salaries). This attitude is changing 
– but if the goals are to be met, donors will have to more flexible than in the past in 
this area. Governments are often unable to absorb multilateral resources for capital 
costs if, as is often required, they have to show they can match these capital 
expenditures with funds to meet the running costs of the resulting infrastructure.  

In the interim donors will need to cover some recurrent costs, especially for non-
salary purposes in areas related to the Goals for heavily indebted poor countries - as 
long as these countries have raised some revenue from domestic sources. In cases 
where fiscal constraints are very severe, donors may need to show a willingness to 
accommodate even the salary costs of school teachers, paramedics or trained birth 
attendants for a transitional period until the fiscal space can be created for the 
government to bear those recurrent costs domestically on a sustainable basis.  

6.5 Devoting Research to the Development of Technologies 
for Poor People  

For some sectors the lack of research funding is a serious problem. For instance, 90% 
of global research for pharmaceutical drugs goes to diseases that account for 10% of 
the disease burden in developing countries. Thus international efforts need to be 
mobilized to address the need for drugs for tropical diseases. One clear case is the 
rapid development and testing of a vaccine for HIV/AIDS. The International AIDS 
Vaccine Initiative is making long strides in this area, trying to develop vaccines 
specific to the strains of the AIDS virus prevalent in different parts of the developing 
world. However, many other areas of research remain neglected.  

In many other areas relevant to achieving desired human development goals, the 
solution is to diffuse existing technologies. Agricultural output in Sub-Saharan Africa, 
for instance, has been bedeviled by low productivity, even though high-yielding 
varieties are available for maize, rice and wheat. Nor have high-yielding varieties been 
developed for the grains consumed most by poor people, such as sorghum and millet. 
Part of the problem is the low commercial availability and high prices of inorganic 
fertilizer. Another is the limited use of organic fertilizer, despite the ease of making it 
from local resources. Using organic fertilizer would raise productivity and promote 
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environmentally sustainable farming in a region where environmental degradation has 
been reducing already low agricultural yields.  

Another example is the lack of diffusion of impregnated (or even ordinary) bednets to 
control malaria. Similarly, slow deaths from indoor pollution caused by smoke from 
cooking fires can easily be prevented by going to scale with the commercial 
production of smokeless ovens. Clearly, what such commercial production requires is 
appropriate subsidies, reinforced by a communication strategy to reach poor people in 
remote areas. The Sulabh latrine can promote environmental sanitation in most 
densely populated urban areas. But to do so, it must be adopted by international 
agencies as a model for widespread promotion in developing countries.  

6.6 Summary  

There are some critical policy priorities that cut across the human development goals 
for all groups of countries. These include the following: o o o o o  

§ Increasing the Level, Efficiency and Equity of Public Spending on Basic 
Services;  

§ Improving the Quantity and Quality of Aid for Basic Services;  

§ Improving Sector-Wide Programmes;  

§ Covering some Recurrent Spending through donor aid; and  

§ Devoting Research to the Development of Technologies for Poor People.  

7 Private financing of education, health and 
water  

For a number of reasons governments often finance and provide basic social services 
– basic health care, primary education, water and sanitation. One reason is that 
because such services are public goods, their market prices alone would not capture 
their intrinsic value and social benefits. Basic education benefits not only the 
individual who gains knowledge, it also benefits all members of society by improving 
health and hygiene behaviour and raising worker productivity.  

A second reason for public financing is to ensure that basic social services are 
available equitably. Poor people usually lack these services, and if they have to pay for 
them they may not use them – making it difficult to escape poverty.  

In addition, the state often plays a dominant role in the provision of these services. 
Provision by many suppliers (public or private) can result in duplication and higher 
costs. Moreover, access to basic social services is a fundamental human right – 
enshrined in the UN Covenant on Economic, Social and Cultural Rights – and 
governments have an obligation to ensure that these services are provided to their 



 Access to essential services – education, health, water and sanitation: The global context 

 

45  

people. Government commitments to the UN Millennium Declaration and 
Millennium Development Goals reflect this obligation. .  

But public provision of social services is not always the best solution when 
institutions are weak and accountability for the use of public resources is low – often 
the case in developing countries.  

In rich countries private providers dominated health, education and water services in 
the first half of the 19th century. But these services were limited. In the second half of 
the century public financing and provision became dominant. Indeed, only when 
governments intervened did these services become universal in Canada, Western 
Europe and the United States – in the last quarter of the 19th and first half of the 
20th centuries.  

In poor countries private health providers and schools coexisted with a growing 
public sector in the first few decades after the Second World War. But in the 1980s 
and especially the 1990s, private provision began to increase rapidly. As loss-making 
state-owned enterprises were privatized in productive sectors – in both industry and 
services – the same trend was encouraged in social services.  

The experiences of rich countries suggest that the sequence for social services should 
be comprehensive provision by the state early on, followed by more targeted 
interventions and then public-private partnerships to serve different markets – 
depending on the nature of services in different sectors.  

In developing countries the private sector's growing role in health and education, and 
the push to privatize water and hospital services, have been driven by three factors: 
lack of government resources, low-quality public provision and pressures to liberalize 
the economy.  

Lack of Government Resources  

Strapped for cash – whether domestic resources or foreign aid – many governments 
of poor countries cannot provide social services effectively or fund large investments 
in infrastructure. Privatization is often pursued with a view towards obtaining 
revenue, but the biggest returns to government come from eliminating subsidies to 
loss-making public enterprises.  

In some cases, such as domestic water and sanitation (and irrigation water and 
energy), insufficient government funds have been compounded by distorted tariff 
structures.  Under state ownership tariffs are often too low to recoup costs, and user 
failures to pay tariffs are often overlooked. This approach essentially subsidizes rich 
people – while poor people suffer from lack of access. Moreover, as urban 
populations increase, fiscally strapped local authorities cannot expand services to 
cover them. As a result water services decline in quantity and quality in middle-class 
neighbourhoods – and fail to reach new poor neighbourhoods.  

Low-Quality Public Provision  

Linked to lack of resources is the weak record of public provision in many countries. 
Stories abound of governments failing to provide their citizens, especially poor 
citizens, with basic social services or with services of good quality.  
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In India and Pakistan poor households cited teacher absenteeism in public schools as 
their main reason for choosing private ones. Poorly paid public sector doctors often 
supplement their incomes by selling drugs intended for free distribution. As a result 
poor (and non-poor) people are forced to use private providers – because such 
providers are more accessible and often dispense drugs as part of their consultations 
(unlike government facilities, where drugs may not be available). To access more and 
better water, poor people often must pay exorbitant prices for it from private tankers 
run by small vendors. Most residents of South Asian cities receive water for only a 
couple hours at a time, and not every day. They get electricity for a few more hours a 
day, but interruptions increase in the hottest parts of the summer.  

Pressures to Liberalize the Economy  

The third push for private provision has come from donor policies advocating 
economic liberalization and free markets to advance growth and development. Social 
services are frontier issues in this move to expand the private sector's role. In the 
1990s many donors supported extending private provision and financing to social 
services, especially urban water supply. The World Trade Organization's General 
Agreement on Trade in Services also encourages private entry in social services. 7.1  

7.1 Private Provision of Health Services  

Many developing countries – in Latin America, South Asia and South-East Asia – 
have substantial, thriving private sectors. In addition, a large portion of health 
spending is private in all regions, with more than half of basic health services provided 
by private providers in low-income countries. In Asia and Latin America a significant 
share of hospitals and health facilities are privately owned, though preventive 
measures are largely the responsibility of the public sector.  

More than any other developing region, Latin America has experienced a huge shift 
towards private care since opening the management of its health sector to 
international companies in the 1990s. Several multinational corporations (Aetna, 
CIGNA, Prudential, American Insurance Group – all US-based) are providing health 
insurance and services in the region. And they intend to assume administrative 
responsibilities for public health institutions and to secure access to social security 
funds for medical care.  

About 270 million Latin Americans - 60% of the population - receive cash benefits 
and health care services paid for by (and often delivered by employees of) social 
security funds. Penetration by multinational corporations in social security funds is 
most advanced in Argentina and Chile but is growing in Brazil and starting in 
Ecuador.  

All citizens should have access to basic health services. And private provision can help 
meet different needs. But is equity ignored in the process?  

Latin America has long relied on public social security funds to provide health 
services. But in the 1990s the management of many funds was offered to foreign 
health insurance firms. As a result more funding is used to cover higher administrative 
costs and returns to investors, reducing access for vulnerable groups and spending on 
clinical services. In Chile in the late 1990s about a quarter of patients under private 
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managed care opted for care from public clinics, citing as their main reason the high 
co-payments required under managed care.  

In Argentina public hospitals that have not converted to managed care face an influx 
of patients covered by privatized social security funds. These patients have had to 
resort to public hospitals because they cannot afford their co-payments or because 
private practitioners have refused to see them (due to non-payment by the social 
security funds).  

Argentina and Brazil's public hospitals now require reimbursements from social 
security funds and from private insurance, as well as co-payments. To receive free care 
at public institutions, poor patients must undergo lengthy means testing – with 
rejection rates averaging 30-40% in some hospitals. And because managed care 
organizations attract healthier patients, sicker patients are being shifted to the public 
sector. This two-tier system undercuts the pooling of health risks and undermines 
cross-subsidies between healthier and more vulnerable groups.  

The supposed benefits of privatizing social services are elusive, with inconclusive 
evidence on efficiency and quality standards in the private relative to the public sector. 
Meanwhile, examples of market failures in private provisioning abound.  

Clinical services and drugs are essentially private goods, and there is much evidence of 
failures in markets for them. Limited regulatory capacity compounds the problem. For 
example, in many developing countries over-treatment is a major problem in private 
health care. In Brazil caesarean sections are more common among private patients 
because doctors are paid more for operations than for normal births. In Mumbai, 
India, private providers engage in unnecessary referrals and tests – with referring 
providers getting a cut of referred providers' fees. By contrast, even though most 
Canadian and US and many European physicians are private, strong professional 
regulation ensures that there is no crisis of over-treatment.  

In developing countries unregulated private pharmacists also over-treat illnesses or 
over-prescribe expensive drugs. Such inappropriate use of medicines leads to 
dangerous treatment practices, higher health care costs and growing drug resistance. 
Drugs account for 30-50% of health care spending in poor countries, compared with 
15% in rich. People who cannot afford professional services must go to pharmacies, 
which often do not follow prescribing regulations – especially in China, South Asia 
and parts of Africa. In India more than half of out-of-pocket health spending and 
nearly three-quarters of inpatient spending go to medicines and consultation fees.  

In many developing countries costs are rising and technology is accumulating in the 
private health care sector. Thailand's private health sector has as much or more of 
some high-technology equipment as the private sectors in most European countries, 
even though Thailand's per capita income is much lower and its disease burden is 
much different.  

In China a shift in focus from preventive to curative services has significantly 
increased drug sales since economic reforms began. Foreigners have invested in about 
1,500 drug manufacturing ventures across the country. With limited access to 
professional services and aggressive drug production in an unregulated market, the 
result is irrational drug use-particularly among poor people. In 1993 drugs accounted 
for 52% of China's health spending, compared with 15-40% in most developing 
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countries. In some rural areas Chinese farmers spend two to five times the average 
daily per capita income on a typical prescription. Apart from contributing to 
unnecessarily high medical costs, excessive and inappropriate prescribing of drugs in 
poor rural areas exposes patients to the risk of ineffective treatment and adverse side 
effects.  

As noted, in Latin America managed care organizations have taken over the 
administration of public health institutions-diverting funds from clinical services to 
cover higher administrative costs. To attract patients with private insurance and social 
security plans, public hospitals in Buenos Aires, Argentina, have hired management 
firms that receive a fixed percentage of billings, increasing administrative costs to 20% 
of health spending. In Chile administrative and promotional costs account for 19% of 
managed care spending.  

In developing countries growth in private health care often draws badly needed 
human resources away from fragile public systems – as in Thailand in the 1980s and 
1990s. Public clinics are left to care for the most vulnerable groups - the poor, the 
elderly, the disabled - with fewer well-trained physicians. 7.2  

7.2 Private Provision of Education Services  

In most OECD countries about 10% of students attend private primary schools (both 
independent and government-dependent). That share tends to be higher in developing 
countries. In Latin America private schools account for more than 14% of primary 
enrolments, though in high-performing Costa Rica the share is just 7%. Among 22 
Sub-Saharan African countries with data the private share in 10 is 10-40% - in the 
other 12, less than 10%. In India the share of private schools is highest in states with 
the lowest primary enrolments (Bihar, Uttar Pradesh), indicating that the private 
sector is the escape route for a poorly performing public sector.  

In many (though not most) developing countries private enrolments rise with the level 
of education. Yet for a large number of countries in all regions, recent data are lacking 
on private enrolments at all levels.  

Three issues are crucial in the private financing and provision of education. The first 
affects demand: high household costs compromise universal access to basic education. 
The other two are related to supply, affecting equity and efficiency. One relates to the 
comparative performance of public and private schools, the other to public subsidies 
for private schools.  

Requiring poor households to pay for schooling (private or public) is not conducive 
to achieving universal primary education and so is unlikely to help achieve the 
Millenniun Development Goals. In Ghana two-thirds of rural families cannot afford 
to send their children to school consistently, and for three-quarters of street children 
in Accra (the capital) the inability to pay school fees was their main reason for 
dropping out. Where school fees have been removed in Africa, children have flooded 
into schools.  

Many proponents of private education claim that private schools outperform public 
ones, are inherently more accountable and help students develop stronger cognitive 
skills and feel a greater sense of ownership for their education. But little evidence 
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substantiates these claims. Private schools do not systematically outperform public 
schools with comparable resources. In Peru students in private primary schools 
outperform their public counterparts – but pay up to 10 times more for their 
education.  

In Brazil achievement scores in maths and language favour private school students to 
the same degree as in several OECD countries (Greece, Ireland, Spain). But this 
advantage is linked to the students in each type of school. In every country studied, 
students in private secondary schools come from wealthier households than do 
students in public schools.  

The main rationale for government support is that private education meets excess 
demand for education. But in most cases fee-based private education responds to 
different demand, not excess demand - particularly in low-income countries, where 
poor households have limited capacity to pay even public school fees. Thus 
government support for private education can be inequitable if it is not targeted to 
poor households. In OECD countries direct support for private primary and 
secondary schools averages about 10% of government spending on education. By 
contrast, in India nearly a third of direct education spending supports private 
institutions – yet the country is home to more than a third of the world's children of 
primary school age not in school. In Indonesia most rural private schools are as 
dependent as public ones on state subsidies.  

Many developing country governments also pay the salaries of private school teachers, 
making them less accountable to parents and principals. Such subsidies place even 
greater stress on already weak public systems, which must provide services for the 
most vulnerable groups with fewer human and financial resources.  

A study of 16 developing countries found that those with the highest private upper 
secondary enrolments also have the lowest overall upper secondary enrolments (India, 
Indonesia, Zimbabwe). But in China, Jamaica, Malaysia and Thailand - which have 
relatively high enrolments – more than 90% of direct public spending on education 
reaches public schools.  

Despite its potential drawbacks, public funding of private schools can help in certain 
circumstances – particularly if governments have trouble paying the full costs 
(building schools, paying teacher salaries) required to achieve universal primary 
schooling. In some countries a shortage of public schools has led to expansion in 
private schools. To ensure that children from poor families unable to pay school fees 
are able to attend private schools, governments could finance their education through 
vouchers.  

Colombia, for example, introduced a voucher system in response to a shortage of 
public secondary schools. This approach to public funding of private education can 
help expand schooling at lower cost for the government, because the only cost the 
government bears is the voucher. This is slightly different from a voucher system that 
enables families to enrol their children in the school of their choice, public or private. 
To avoid giving windfall gains to the middle class that customarily purchase private 
education, vouchers should be restricted to poor families – as in Bangladesh, Chile, 
Colombia, Puerto Rico and the United Kingdom. 7.3  
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7.3 Private Provision of Water and Sanitation  

Only about 5% of the world's people (about 300 million) receive their water from 
private companies. Most privatization of water and sanitation services has occurred 
through public-private partnerships in urban areas, with almost all occurring in the 
1990s in highly urbanized countries.  

Private companies are unlikely to be interested in providing water services in rural 
areas in low-income countries – because rural areas are generally considered 
unprofitable. In sanitation, public-private partnerships sometimes also view poor 
people as being unprofitable. Reflecting such biases, some private water companies 
have found ways of excluding poor people from services even in urban areas. In 
Cartagena, Colombia, a large shantytown did not receive water services because the 
company considered it outside the city area. Moreover, in some countries the 
extension of connections has been limited. In Dakar, Senegal, about 80% of the 
population had access to safe drinking water in 1994. Four years after the service was 
privatized, only 82% had access.  

International private sector involvement in water and sanitation remains limited in the 
urban areas of low-income countries. Even in middle-income countries, where most 
people live in urban areas, international private firms may be discouraged by the scale 
of investments required. Sustained service provision is best achieved through the 
efforts of local communities and firms (private and public), and building this capacity 
is an important role for government.  

Public-private partnerships in water and sanitation – which have grown from almost 
none in the early 1990s to more than 2,350 today have a mixed record of 
performance. One of the main arguments for privatization is that it provides new 
capital, enabling public-private partnerships to mobilize additional resources for basic 
services. But since peaking in 1996, international private financing for water and 
sanitation has declined. And that decline is expected to continue.  

The private sector's reluctance to fund less profitable investments in poor rural areas 
hurts users. But public-private partnerships often do the same, even more directly – 
through charges that hit poor people disproportionately more. This fact has to be 
balanced against the even higher prices that poor people previously paid for water 
from small vendors.  

Public-private partnerships are based on the assumption that customers pay for 
services. Privatization in water and sanitation has led to much higher fees, sometimes 
overnight – and sometimes with disastrous consequences. But if success requires 
higher tariffs, state water companies have shown that it is possible to use the 
additional revenue to improve services and expand coverage.  

However, not all privatizations of water and sanitation have been failures. In Sub-
Saharan Africa, for instance, public-private partnerships have improved water quality. 
More generally, success in privatizing water services largely depends on government 
regulation, investor interest and the initial state of the enterprise. Countries with 
decent services before privatization often continue to do well after.  

Where poor people have reaped the benefits of privatized water services, it has been 
due to political will. In Bolivia water and sanitation concessions in La Paz and El Alto 
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were awarded to the bidder that promised to make the most new connections in poor 
neighbourhoods. The winning bidder was then obliged to connect 72,000 families to 
piped water and 38,000 to sanitation over a five-year period.  

In addition to contractually obliging private providers to expand services, 
governments have used revenue from privatization towards that end. Financial 
incentives, such as capital grants, have been offered to providers that service poor 
neighbourhoods. In addition, the high tariffs that tend to accompany privatization can 
be offset with subsidies targeting poor people. In Chile government subsidies ensured 
that no household spent more than 5% of its income on water  

7.4 Summary  

For a number of reasons governments often finance and provide basic social services 
– basic health care, primary education, water and sanitation. One reason is that 
because such services are public goods, their market prices alone would not capture 
their intrinsic value and social benefits. Basic education benefits not only the 
individual who gains knowledge, it also benefits all members of society by improving 
health and hygiene behaviour and raising worker productivity.  

A second reason for public financing is to ensure that basic social services are 
available equitably. Poor people usually lack these services, and if they have to pay for 
them they may not use them – making it difficult to escape poverty.  

But public provision of social services is not always the best solution when 
institutions are weak and accountability for the use of public resources is low – often 
the case in developing countries.  

In developing countries the private sector's growing role in health and education, and 
the push to privatize water and hospital services, have been driven by three factors: 
lack of government resources, low-quality public provision and pressures to liberalize 
the economy.  

The international evidence suggests that the experience with the private provision of 
essential services, at best, has been, mixed. In many Latin American countries which 
embraced the privatization of health care, the consequences on equity, efficiency and 
quality standards have been largely negative. In education, the main rationale for 
government support is that private education meets excess demand for education. But 
in most cases fee-based private education responds to different demand, not excess 
demand - particularly in low-income countries, where poor households have limited 
capacity to pay even public school fees. Thus government support for private 
education can be inequitable if it is not targeted to poor households.  

International private sector involvement in water and sanitation remains limited in the 
urban areas of low-income countries. Even in middle-income countries, where most 
people live in urban areas, international private firms may be discouraged by the scale 
of investments required. Sustained service provision is best achieved through the 
efforts of local communities and firms (private and public), and building this capacity 
is an important role for government.  



employment growth and development initiative 

                                            HSRC  

52 

Public-private partnerships in water and sanitation – which have grown from almost 
none in the early 1990s to more than 2,350 today have a mixed record of 
performance. One of the main arguments for privatization is that it provides new 
capital, enabling public-private partnerships to mobilize additional resources for basic 
services. But since peaking in 1996, international private financing for water and 
sanitation has declined. And that decline is expected to continue.  

The private sector's reluctance to fund less profitable investments in poor rural areas 
hurts users. But public-private partnerships often do the same, even more directly – 
through charges that hit poor people disproportionately more. This fact has to be 
balanced against the even higher prices that poor people previously paid for water 
from small vendors.  

Public-private partnerships are based on the assumption that customers pay for 
services. Privatization in water and sanitation has often led to much higher fees, 
sometimes overnight – and sometimes with disastrous consequences. But if success 
requires higher tariffs, state water companies have shown that it is possible to use the 
additional revenue to improve services and expand coverage.  

However, not all privatizations of water and sanitation have been failures. In Sub-
Saharan Africa, for instance, public-private partnerships have improved water quality. 
More generally, success in privatizing water services largely depends on government 
regulation, investor interest and the initial state of the enterprise. Countries with 
decent services before privatization often continue to do well after.  

8 Concluding Summary  

Government programmes have registered many successes in delivering basic social 
services to all citizens. Thus privatization need not be seen as the only option for 
reforming poorly run public services. 8.1 8.2  

8.1 Relying on Effective Government Systems  

Many activities in the social sectors produce public goods or have many externalities, 
requiring state involvement to provide basic services to all. The recent push to 
privatize basic social services has ignored the past experiences of rich countries-as well 
as of many developing countries today - which relied on state systems to provide basic 
social services to most (if not all) of their people when they were developing. Private 
actors played only a limited role.  

Many of today's high-performing developing countries managed to improve health 
indicators early in their development – providing universal health care paid out of 
government revenues. In many (Botswana, Costa Rica, Zimbabwe) better-off citizens 
opted out by taking private health insurance. Or, if private insurance was not available 
(Sri Lanka and Kerala, India), they paid private providers directly. But for most of 
these countries' populations, better health was the result of universal and affordable 
care – financed by government revenues and made effective by allocating resources to 
the lower levels of the health system.  
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High-performing developing countries also began pursuing universal primary 
education early in their development, when their incomes were lower. Countries with 
literacy rates above those of their neighbours in 1980 also had smaller shares of 
students in private schools in the 15 years leading to 1980. In South Asia, for example, 
Sri Lanka's literacy rate in 1980 was 85% - while the regional average was an 
extraordinarily low 38%. And Sri Lanka's proportion of students in private primary 
and secondary education was low in the 15 years to 1980.  

In water and sanitation there is ample evidence of inefficient, oversized, corrupt state-
owned companies. But there are also successful public systems largely ignored by 
proponents of privatization. Chile, for example, made safe water available to 97% of 
its urban population by 1990, and sanitation to 80%. And in Bogota, Colombia, 
municipal water services were threatened with privatization – but, completely 
reformed, they have expanded coverage.  

8.2 Strengthening the State  

Regulatory capacity in developing countries has to be built up so that public and 
private provision works for all services and users. A key policy recommendation is to 
retrain government staff. This does not necessarily mean rich countries providing 
more technical assistance or technical cooperation – it means them paying for 
transfers of skills and exchanges of experience among poor countries.  

In health the need for regulation applies to both privatized companies and existing 
private services, both to protect consumers and contain costs. Most health ministries 
in developing countries have extremely weak information systems, undermining their 
ability (or perhaps indicating their unwillingness) to regulate private providers. In 
South Asia, despite widespread private provision and high private spending, regulation 
has failed abysmally to ensure quality care for most users of private providers.  

Regulation of clinical health services, for instance, requires tackling the proliferation 
of private providers – often untrained, unlicensed and unregulated. Governments 
must bring these actors into the public domain, which will require licensing and 
regular training to improve knowledge and skills. Training has increased provision of 
anti-malaria drugs in Kenya and improved management of acute respiratory infections 
and diarrhoea in Mexico. In addition, the Rural Medical Association of West Bengal 
has adopted the World Health Organisation’s list of 40 essential medicines for 
recommended use by its members. Getting practitioners to restrict their use of these 
drugs will improve quality and control. Other measures for regulating providers 
include developing consumer protection legislation, promoting professional ethics and 
providing non-financial incentives, such as enhanced prestige.  

Accreditation can be used to inform consumers about which private medical 
providers are registered. A professional body that offers accreditation and training to 
unregistered providers would benefit both providers and the public. It would build on 
the desire of providers for social recognition and prestige. Moreover, it would help 
promote the use of essential medicines through public campaigns.  

Improving consumer behaviour is also important for health care regulation. This can 
involve improving consumer knowledge or providing subsidies to make quality 
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services more affordable. Governments can also create institutions that enable 
consumers to challenge private providers who offer poor care.  

Regulation of education and water services is often equally weak. In water 
privatizations public water authorities often assume the role of regulator. But 
international private providers rarely adhere to their agreements with host 
governments. Much more international support is needed to build regulatory capacity 
in these and other infrastructure areas if the private sector is to do more in 
contributing to the achieved of desirable human development goals by developing 
countries. 8.3  

8.3 Involving Non-Governmental Organizations  

Social service provision by non-governmental organizations (NGOs) has been viewed 
as the “middle way” between market and state provision. For some analysts it 
provides a rationale for increasing the role of civil society organizations in providing 
these services. NGOs are often quite successful at filling gaps left by the public 
system (as with the primary schools set up by the Bangladesh Rural Advancement 
Committee). They are also useful in articulating community concerns, especially for 
poor people, to make institutions perform better. In water and sanitation, rural areas 
have been best served through user committees supported by NGOs. But NGOs 
should be a complement to, not a substitute for, state activities.  

NGOs have also joined partnerships among governments, businesses and civil society 
organizations. When private firms win long-term concessions for urban water and 
sanitation services, the contracts usually require significantly increasing coverage. 
Doing so may require skills and resources beyond the scope of private firms, 
especially foreign ones. NGO partners can improve a firm's understanding of its poor 
customers (expanding the customer base, improving project design), reducing capital 
and operation and maintenance costs, as with the water concessions in La Paz and El 
Alto, Bolivia.  

NGOs can also lend credibility and outreach to education and awareness campaigns. 
Vivendi, the French water company, initiated a partnership with an NGO in its 
KwaZulu-Natal project to better understand the needs of poor communities in South 
Africa.  

Through the politics of pressure and engagement, NGOs are creating new agendas 
for businesses. A continuum of protests and partnerships between businesses and 
NGOs is creating a new form of regulation for global business – civil regulation. 8.4 
8.5  

8.4 Identifying Better Ways of Financing Services  

Aside from increasing government tax revenues, there are ways of improving service 
tariffs and charges to make them more rational and equitable. In health sudden, steep 
out-of-pocket costs can drive patients into (or further into) poverty. Surveys from 60 
countries show that among poor groups, a larger proportion of households has high 
levels of health spending. In the absence of public financing, prepayment schemes – 
which contain high health costs by spreading risks among pools of individuals – can 
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help deal with this problem. Such schemes have not only helped protect poor 
households from catastrophic health costs, they have also helped organize 
communities to sustain local public health systems.  

In public education, there is scope for much greater cost recovery at higher levels in 
most developing countries. In the 1990s South Africa and India increased cost 
recovery in public universities. Still, it is nowhere near its potential: higher education 
provides enormous private benefits, and most people who can access it are not poor. 
Thus there is scope for much greater, cost recovery (combined with exemptions for 
poor people).  

In water and sanitation strategic tariff fixing (whether the provider is public or private) 
that raises user fees in line with higher use - coupled with targeted subsidies – is a 
good way to provide water services to more people. Targeting that is geographic (to 
places that poor people reside), rather than based on income, is more likely to 
succeed.  

8.5 Addressing the Risks of Privatization  

International institutions promoting privatization of social services need to provide 
much more advance support to build regulatory capacity. The World Bank has some 
initiatives in this area, such as the International Forum for Utility Regulation, created 
in 1996 as an umbrella structure for learning and networking initiatives for utility 
regulators. But international agencies should do more than offer advice. They should 
also enable field visits of developing country regulators to other countries more 
experienced in private sector regulation. There is also a need to prepare model clauses 
for public-private partnerships in water.  

In water all revenues come in local currency, so servicing foreign loans involves an 
exchange risk for both borrowers and investors. This became a problem in Argentina, 
Indonesia and the Philippines after devaluations, putting pressure on water 
subsidiaries to raise tariffs to water users to service the loans. Thus central 
governments should encourage local authorities, which are usually responsible for 
water services, to borrow domestically – from national development banks.  

Too often it is assumed that private sector involvement in water implies the 
involvement of foreign multinational companies. In many developing country cities 
small providers cover significant sections of the population: in Delhi, India, 6%; in 
Dhaka, Bangladesh, 10%; in Ho Chi Minh City, Vietnam, 19%; and in Jakarta, 
Indonesia, 44%.  

In all sectors regulatory capacity should be built up before privatization. Otherwise, 
the private sector may merely respond to different demand, not to excess demand, 
whether in education, clinical health care or water and sanitation. With better 
information on the private sector and stronger regulatory capacity, the state can 
ensure that the private sector plays a complementary role in providing and financing 
these basic social services.  
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