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Human Development and Economic Activity:
Government Expenditure and Health in Cuba and Kerala

By: Heidi Monk
Abstract

The biophysical limits of the earth are used as a starting point to explore the
pursuit of health, as a component of human development, at stable levels of economic
activity. The crux of the matter lies in the relationship between government expenditures
in health, their impact on health outcomes and the government’s fiscal capability to
maintain the expenditures. Evidence from the successful pursuit of health in Kerala, India
and in Cuba, provides several observations, namely: health outcomes and growth are not
closely linked; health can be pursued at low levels of economic activity; fiscal crises are
not closely linked with government health expenditures nor with levels of economic
growth; and finally that government health expenditures can reach points of diminishing
marginal returns. Together these observations diminish the importance of economic
growth in the pursuit of health and permit hypothesising about pursuing good health
outcomes at stabilised levels of economic activity.
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Chapter 1:

Introduction

“The apparent goal of the present world system is to produce more people with

more (food, material goods, clean air and water) for each person. [...] if society

continues to strive for that goal, it will eventually reach one of many earthly

limitations” (Meadows et al., 1972, pp.86-87).
While many of the conclusions in The limits to growth written by Meadows et al. have
since been contested, and the above statement fails to identify the driving force of the
development process (the search for private profit), it does capture one aspect of our
world system fairly accurately: the impulse to expand production (the view that economic
growth is imperative). There is a general trend of humans expanding their exploitation of
the world’s resources, yet the resources upon which they draw are not simultaneously
expanding. Indeed many of them are being depleted and are non-renewable.
Environmental science explains that there are limits to growth (although not quite the
same as those predicted three decades ago). However, much of the self-acclaimed
sustainable development literature disagrees with the concept of eventual absolute limits
to growth'. Limited growth can be perceived as an impediment to human development in
the South?.

The link between economic growth and human development is not as simple as it

first appears. Levitt (2005) notes that Cubans have better access to healthcare and

education than do Singaporeans and South Koreans. Sen contrasts the inferior life

! See for example the World Commission on the Environment and Development’s 1987 report, well known
for its definition of sustainable development, which simultaneously promoted economic growth: “it is
essential that global economic growth be revitalised. In practical terms, this means more rapid economic
growth in both industrial and developing countries” (WCED, 1987: 89).

? For a discussion of ‘environmentalism of the poor’, see Sachs, 1999 or Moore, 2009 (inter alia).



expectancies of African Americans with those of their counterparts in China, Costa Rica,
Sri Lanka or Kerala (see for example Sen, 2001). Both Levitt and Sen note the ability of
certain countries to pursue relatively high levels of human development despite their
lower levels of economic activity.

This i)bservation lies at the heart of the matter that will be pursued here. It is
important to distinguish and separate two concepts that can easily be thrown together but
whose separation can have important implications: economic growth and economic
activity. Economic activity is a level variable, while economic growth is a rate of change.
Economic growth will be used to refer to the growth of the economy as measured by
increasing Gross Domestic Product (GDP). Economic growth refers to expanding levels
of economic activity. Hereinafter, levels of economic activity will be used to refer to the
amount of GDP per capita. The World Bank classifies countries by levels of economic
activity in its high, upper-middle, lower-middle and low income classification (World
Bank, 2010). Accepting that there are biophysical limits to economic growth requires the
use of terms such as levels of economic activity. Economic growth and economic activity
can move in different directions. In other words, it is possible to have high econoinic
growth at low levels of ecoriomic activity, or vice versa to have low economic growth at
high levels of economic activity.

The rest of this chapter will be organised as follows: an examination of the nature
of the biophysical limits to economic growth; the identification of a problem to study; an
outline of the methodology; a discussion of data limitations; the thesis statement; and

finally an outline of the structure of the argument. .



Limits to growth as a starting point

The goal of this section is not to define the limits to economic growth induced by the
finite nature of the bio-physical earth in absolute terms, but rather to acknowledge their
existence’. This section will first outline the current ecological overshoot, proceed to
explain different conceptualisations of the environment and finally present evidence that
counters the opposing argument.

Unlimited expansion is not possible due to the biophysical limits of the earth.
Humanity is in a position of ecological overshoot, meaning that it is using natural
resources at rates much quicker than those of regeneration4. This ecological overshoot is
only possible in the short term, due to the liquidation of stored natural capital,” which has

accumulated over billions of years (Weis, forthcoming; Martinez-Alier 2009;

3 A somewhat simplified argument is made in the paragraphs that follow. The discussion centers itself on
the eventual limits to economic growth, but the author recognises that they are not absolute in nature.
Economies can depend to varying degrees on the environment. It is possible to have some economic
activity that is separated from resource use. Thus it is important to acknowledge the possibility of economic
growth without growth in resource use. Moreover, dollar values of outputs may be misleading indicators of
the demand for inputs. However, it is impossible for an entire economy to be ‘delinked’ from the
environment. As a result there are limits to economic growth, but this does not mean an absolute end to any
economic growth. A more detailed discussion of this complex relationship can be found in Daly (1996) or
Victor and Rosenbluth (2007).

4 Not all humans contribute equally to this overshoot (see for example Kestemont et al., 2006; Daly, 1991).
The current overshoot is driven by the North and the NICs (Newly Industrialised Countries), whose per
capita use of resources is significantly greater than that of their counterparts in the South. For the world to
consume at Northern standards of consumption, estimates posit the need for 5-10 additional planets
(Kestemont et al., 2006). The case of the NICs is slightly different as they are not historically responsible
for the ecological overshoot, however they are major contributors today. South Korea exemplifies an NIC
transformation: in 1961, South Koreans’ demand on their environment could be met by their country, but
after tremendous economic growth, in 2002, South Koreans required almost eight South Koreas worth of
resources (Global Footprint Network, 2007).

3 Capital, defined as the ‘sum total of society’s productive resources’, in relation to ‘development’ takes
diverse forms, to wit: natural capital, such as land and water; physical capital, such as tools and equipment,
infrastructure and transport, shelter, sanitation and energy; financial capital, such as income, savings and
credit; human capital, such as education, skills, knowledge and health; and social capital, such as
households, networks, formal groups, institutions and information.
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Wackernagel & Rees, 1997; Beaumont, 1997; Schneider & Kay, 1995). When the
economy grows, it grows into a (relatively) finite world (Daly, 1996).

Typically economists, even those with a concérn for ecology, view nature merely
as a complex system of resource inputs for the economy.v In a standard rendition of the
basic economic diagram, there is a circular flow of income between households and
firms, with no inputs or outputs. Replenishment in such a context appears not to be
dependent on the environment. Many criticise this omission and provide alternatives to
correctly illustrate it, noting that human activity is limited by the finite nature of the
environment from which it draws resources and deposits waste (Martinez-Alier, 2009;
Shiva, 2005; Daly, 1996; Georgescu- Roegen, 1993; Daly, 1991; Meadows et al.,

1972). Ecologists appropriately conceptualise the economy as a sub-system of a more
inclusive system-—the earth, or from an indigenous knowledge perspective ‘mother
nature’.

It is necessary to address objections stemming from proponents of the growth
paradigm, who claim that scarcity is a myth, and that sustainability requires a different
type of growth: “the key to growing sustainably is not to produce less but to produce
differently” (World Bank, 1992, 36). There are two key strategies proposed by growth
advocates to bypass resource depletion: substitution and more efficient technology. Each
will be addressed in turn below.

It is argued that as one resource is exhausted, human ingenuity will endlessly find
and create substitutes. The price mechanism will be able to reflect scarcity and thus

facilitate endless substitution (Anand & Sen, 2000b). The World Bank is a proponent of



the fungible nature of capital; that is, that human, natural, social and man-made capital
can be substituted for each other (IBRD, 2008). The argument does have a historical
precedent. For instance, rising copper prices reflected the increased scarcity of copper
and substitutes were found, allowing for continued economic expansion (Clapp &
Dauvergne, 2005).

However, Daly observes that the relation between natural and man-made capital is
complementary, not one of perfect substitution. A shortage of one factor can limit the
productivity of another. Daly argues that the relative abundance of different factors of
production has changed as humans moved from an empty to a full world (1996). In the
past, when the human presence in the biosphere was low, man-made capital was the
limiting one. However, natural capital is becoming increasingly scarce and has become
the limiting factor®. He notes that the productivity of man-made capital is limited by the
more scarce natural capital, demonstrating that endless substitution is not possible: “what
good is a saw mill without a forest?” (Daly, 1992, 2).

Technology of increased efficiency has an important place in the substitution
argument (Clapp & Dauvergne, 2005). Yet, as early as 1865, Jevons observed that
increased efficiency does not lead to decreased consumption: “It is wholly a confusion of
ideas to suppose that the economical use of fuel is equivalent to a diminished
consumption. The very contrary is the truth” (Jevons, 1906: 140). Jevons examined the
effect of the efficient steam engine on the use of coal. The end result of increased
efficiency was a falling price, signalling both firms and consumers to use more

coal. Linked to this is the ‘rebound effect’, which refers to consumers increasing their

® See Moore (2009) for a discussion of the shrinking frontier that capitalism depends on.



consumption, due to savings from a decrease in price resulting from efficiency gains in
another resource (Gottron, 2001). The effect on total resource use depends upon whether
increased efficiency or increased consumption is more significant.

| Longitudinal and cross-sectional surveys of the world tell a story of technological
advance that occurs in conjunction with increases in consumption (Ponting,
1993). Continued growth in material consumption eventually overrides the benefits in
efficiency. In 1992 The Ecologist observed that while energy use per dollar of GNP
decreased in OECD countries by 23% between 1973 and 1987, total energy consumption
increased by 15 % between 1975 and 1989 (Wackernagel & Rees, 1997). Similarly, the
United Nations Industrial Development Organisation (UNIDO) studied the potential
decoupling of environmental pressure and the causal economic activity through
technological advances. Their findings show that relative decoupling does take place
(gains in efficiency), however absolute decoupling (a decrease in environmental pressure
resulting from the gains in efficiency) does not occur for the 1990-2002 period for
‘developing countries’ in energy use, water use or CO2 emissions (Luken & Van
Rompaey, 2007). Thus, substitution and technological advance are not sufficient to

bypass the biophysical limits of the earth.

Problematic
There are an estimated 1.4 billion people living in extreme poverty and over one billion
people worldwide are hungry (UN, 2010). The most recent report on the Millennium

Development Goals shows that the world is behind schedule in other areas, including



maternal health and access to good sanitation. The Secretary General of the United
Nations, Ban Ki-moon, urged world leaders to focus on several fronts at the release of the

- report, one of which continues to be economic growth.

“Economic uncertainty cannot be an excuse to slow down our development
efforts. It is a reason to speed them up. By investing in the MDGs, we invest in
global economic growth. By focusing on the needs of the most vulnerable, we lay
the foundation for a more sustainable and prosperous tomorrow”(UN News
Centre, 2010).

Economic growth is presented as one of the main avenues out of lives constrained
by poverty. The emphasis on economic growth has been challenged by many
development paradigms. Here, we will focus on the Human Development approach.
This approach while de-emphasising the paramount importance of economic growth, like
many other paradigms, turns to economic growth as a mechanism to achieve human
development goals. For people living in extreme poverty a certain type of economic
growth has the potential to bring relief to their lives. The crux of the matter to be
explored here is that Human Development has not considered that there may be ‘enough’
economic growth and that human development could be pursued at varied levels of
economic activity.”

It is the continued reliance on economic growth in development studies which

places a majority of schools of thought in development, including the Human

Development framework, in an ontological deadlock with environmental science. The

7 Human Development has a nuanced argument — they advocate a certain type of economic growth,
alongside other changes as well. However, amendments aside, the basic tenet is ‘more growth is better for
Human Development than less growth’. Evidence of the importance given to economic growth will be
presented in the second chapter and can be found in multiple Human Development Reports.
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former relies on economic growth while the latter stresses the impossibility of infinite
expansion. Seriously‘pursing development requires moving beyond this impasse.
Eventually limited ¢conomic growth has enormous implications in the North and the
South and raises difficult questions about distributional justice®. This study separates
itself from the larger debate and explores the possibility of pursuing human development
at stabilised levels of economic activity. The level of economic activity itself is not the
issue, although this will eventually need to be determined.

The study is a theoretical exploration of the current underlying assumption that
the pursuit of human development requires unlimited economic growth. The scope of
such a query surpasses the requirements of a Master’s thesis. As such, we will limit
ourselves to the exploration of one aspect of human development, health. This research
thus centers itself on the following question: Does the pursuit of health require unlimited
economic growth, or can health be pursued at stabilised levels of economic activity?

The ability of the government to impact health outcomes (the impact of its
spending on health and its ability to spend on health) will indicate whether the pursuit of
health rests on unlimited economic expansion or not. Table 1.1 sets the tone of thé
discussion to follow, as it demonstrates the incongruence between health spending and
health outcomes. Thailand and Peru for instance spend very different amounts per capita

on health, yet have similar life expectancies. Similarly, Pakistan and Uganda invest

$ This author is of the opinion that the North (and NICs) must decrease their use of natural resources as
sources and sinks by an amount that would not only rectify the current overshoot, but which would also
leave space for the South to increase its use of resources (within limits). For further literature on the pursuit
of human development amidst scaling back in the North, see: Orr, 2004; Surowiecki, 2005; Schweitzer,
1987; Thoreau, 1992; Dasgupta, 1996; Gandhi, 1965; Goulet, 1996; Latouche, 1992; Trainer, 1985; Daly,
1996. A discussion of the finer strands of distributional justice will be left for elsewhere (See Agyeman,
2005 for example). Here, we limit ourselves to the exploration of whether human development is possible
within eventual limits.
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comparable amounts in health, yet Pakistanis can expect to live a full decade longer than
Ugandans. This begs an unaddressed question: do per capita government expenditures

need to continually increase to facilitate the pursuit of human development?

Table 1.1 Health Spending and health outcomes: the paradox

Government expenditure on health .
Country (in per capita PII)>P international $) Life expectancy
Year 2000 2006 1990 { 2000 | 2007
Thailand 97 170 68 68 70
Peru 123 184 69 72 76
Pakistan 8 8 58 62 63
Uganda 12 18 49 46 48
Malawi 17 43 48 47 50
Ethiopia 10 16 49 53 57

Source: WHO (2009)

Variables and methodology
While there are many important components of material human development, health has
been selected due to its supreme importance. Health is both intrinsically and
instrumentally important to human development. Without health, life is cut short and is
filled with suffering. In a longer life, one is able to pursue more human flourishing ceferis
paribus. However if this extended life is one of continual illness, it impedes human
development. Most other aspects of human flourishing — employment, education, play,
being part of a community, etc — are rendered more difficult in the absence of good
health.

Health is a component of human development that requires economic activity. It

is impossible to imagine good health in the total absence of economic activity, or in
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crushing poverty. Being healthy requires resources. It is not merely a one-time
investment of resources either, but a continued investment over the lifespan. It is
therefore of interest to study the economic inputs necessary to achieve and maintain good
health. Finally, health is selected for study as both individual and government financial
inputs can influence health. It will be demonstrated that health reflects all the major
debates in the larger question of the pursuit of human development in a context of limited
economic growth.

Health will be used to refer to a physical state of health, which is more than the
absence of illness. The duration of life and the quality of life during that time are
important components of health. The following indicators of physical health will be
collected: life expectancy at birth and infant mortality rate (per 1000 live births). These
are frequently used indicators of health in a population (Price & Hawkins, 2005). Life
expectancy is a good indication of general levels of health and infant mortality is an
indicator that is more responsive to sudden changes, thus providing a more subtle
analysis (Panikar, 1979). While morbidity is undoubtedly important, it will not be
measured in this study. It is difficult to measure accurately over time, as increased access
to health facilities increases reports of morbidity. Comparisons between different
locations or the same location over a time period are nearly impossible to carry out
accurately as a result. It should be noted that mental and spiritual health are importént
parts of human development; however, they are more difficult to quantify and may rely
even less on economic activity than physical health and thus can be excluded from this

study.
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There is an important distinction to be made between the impact of economic
growth on health (and the government’s ability to finance it) and the impact of levels of
economic activity on health (and the government’s ability to finance it). In Human
Development literature, the two tend to be addressed jointly, rather than as separate
issues. Human Development literature acknowledges that health can be improved at low
levels of economic activity and low levels of economic growth in the short term, but
posits that low economic growth over a long period of time disables governments from
maintaining the necessary health expenditures. The idea is that economic growth
increases governments’ ability to spend. At higher levels of economic activity
governments should be able to spend more ceteris paribus. The key question relating to
the premise of the thesis of eventually limited levels of economic activity, is: do
governments need to make increasing investments in health to achieve good health?

The above discussion identifies the key variables needed in this study. The first is
health and has been adequately explained. The second is government expenditures on
health, which will be measured by the budget allocated to health. It is the per capita
expenditure which is of most interest to this study. The third variable is fiscal
(im)balances. Data indicating the size and the cause of the imbalance is needed. Finally,
economic growth and the level of economic activity need to be identified. Levels of
economic activity and economic growth will be measured by the per capita Gross
Domestic Product (GDP) (and the in the case of Kerala the State Gross Domestic Product

(SGDP).
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To determine a causal relation or correlation between economic growth and health
or government spending and health, many studies are cross-sectional. The problem is that
while they trace a general relationship, they fail to account for outlier cases. These broad

“cross-country analyses are usually not longitudinal and as a result, they offer a snapshot
of tendencies across countries, but fail to consider other factors which are recognised to
impact health, such as the quality (versus quantity) of spending and equality or poverty
reduction. They miss the finer nature of the relationship (Ghai, 2000).

For this reason, a case study design will be employed in this study. A case study is
“useful when it explores a crucial, deviant or negative case that will shed light on an
established theory” (Schrank, 2006, 173). The case study can capture nuances that other
research methods may overlook. Berg (2004) explains that the purpose of the
instrumental case study is to provide insight into an issue or to refine a theoretical
explanation. As such, the case serves a supportive role, against which the actual research
interests play out. The case is selected to assist the researcher in understanding a
theoretical question. The cases of Cuba and Kerala, India stand out when compared to
other countries in the relationship between economic growth, government expenditures
and health. Both governments have implemented health systems based on preventative
and primary health care and have achieved good health outcomes at relatively low levels
of economic activity. As a result they provide interesting cases to explore the research
question, especially relating to government expenditures, economic activity and debt.

The same longitudinal data will be collected for both Kerala and Cuba on an annual basis,

when available, starting in 1959 in Cuba and 1957 in Kerala. Both dates mark significant
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changes: the Cuban revolution and the formation of Kerala as a state. Their health
achievements contradict conventional Human Development theory that high levels of
economic activity are necessary to maintain and achieve good health outcomes through
government expenditure. Particular attention will be given to the periods of economic
stagnation and regression experienced. However, while these are periods without
economic growth, they are not the same as planned stabilisation of economic activity.

The data needed dictates the data collection technique required. In this case, the
data réquired are entirely pre-existing data, compiled nationally (and by the state at the
state level).

Longitudinal health data will be traced alongside the level of economic activity
(GDP/capita). This will provide information about the general relationship between
health and levels of economic activity, addressing the centef of the research question.

Next, state health expenditure (net and per capita) will be compared to state debt
and levels of economic activity. This comparison seeks to address whether state led
expenditures are fiscally sustainable, first in periods of limited economic growth and
second in periods of low levels of economic activity. If health expenditures are
maintained during periods of low economic growth, stagnation or regression and
government debt does not increase, this is indicative of the possibility of pursuing human
development with eventually limited economic growth. If health expenditures increase
without a corresponding increase in debt at low levels of economic activity, the

government’s ability to finance health does not necessarily require economic growth.

16



Finally, health data will be compared with per capita state expenditures on health.
This comparison will shed light on whether the amount of per capita health expenditure is
related to health outcomes. If per capita health expenditures increase with little effect on
health, it will be difficult to know whether this necessitates economic growth or not to
maintain. On the one hand, perhaps health costs are rising, and increasing inputs are
needed to maintain the same level of health. Alternatively, sharply diminishing returns on
health expenditures may have been reached, indicating that economic growth is not
necessary, as health expenditures do not need to expand. If per capita health expenditures
stabilise and ‘good’ health is achieved or health indicators rise, this also points in the
direction that continued economic growth is not necessary. If per capita expenditures
increase and health increases as well, this will indicate that economic growth may be
useful in increasing health outcomes.

This study aims to begin a serious discussion about the difference between
economic activity and economic growth in bringing about human development, through

the case study of health in Cuba and Kerala.

Data limitations

Potential problems for researchers using existing data are enumerated by McTavish and
Loether (2006). They include the absence of information relevant to the study, an
inadequate sample size, inappropriate categorisation, bias, data preparation errors and out
of date data. McTavish and Loether note that the size of the sample is not a concern for

nationally compiled statistics such as the ones this study will make use of. The data being
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out of date is not a concern either, as the purpose is to do a longitudinal study, and recent
data is also available. |

Categorisation is problematic particularly for data on government expenditures in
health. It is possible that different elements are included in health spending in Kerala and
Cuba, however, the larger issue is that non-health spending can directly impact health.
Thus determining what is a health expenditure and what is not a health expenditure is
problematic. For instance, ration systems in both Kerala and Cuba are not counted as
health expenditures despite their direct impact on nutrition and health. As the literature
points out, there are numerous non-health expenditures that impact health. These
include, but are not limited to, education, safe drinking water, appropriate infrastructure
for sanitation and transportation infrastructure. However, for this study, self reported
expenditure on health is what will be considered. Even within government health
spending in Cuba and Kerala there are issues concerning categorisation. These will be
noted as they present themselves in the upcoming chapters.

Missing data is another problem that may be encountered. Data may simply not
be available for certain time periods (Newman, 2006). This is a problem that has been
encountered in this study. However, despite gaps in the information over certain time
periods, sufficient data is available to analyse the historical trends between all four
variables in both Cuba and Kerala.

Further problems may arise in the quality of the data. Even data reported by
international agencies is gathered by the local government, which may not have the

capacity or the motivation to gather good quality data (Rigg, 2006). In Cuba the annual
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publications by the government of Anuario Estadistico de Cuba will be used to obtain
information about government expenditures. Economic information will be drawn from
the World Bank and health data will be drawn from the World Health Organisation. As
Kerala is not a country, international agencies such as the International Monetary Fund,
the World Bank and the World Health Organisation, which report on the required data, do
not have longitudinal data on Kerala. This is not necessarily indicative of lesser quality of
data as these agencies do not collect national data themselves, but rather depend on
national data collection. Data on government expenditures and finances and the economy
will be drawn from annual reports publishéd by the Government of Kerala entitled
Economic Review, Kerala. Secondary sources will be used to assess health in Kerala.

However, the concern remains about the quality of the data available for both
Cuba and Kerala. The quality of data collection has improved in both Kerala and Cuba
over time. Both have good quality data that is respected and used by academics
internationally (Ghai, 2000). However, as Rigg (2006) notes, it is important not to accord
an excessively high level of accuracy to nationally gathered data (this is true for most
data collection).

One issue in using longitudinal data about financial resources (ie: expenditures,
debt, income per capita) is that the annual amounts reported do not account for inflation.
This is overcome in the measurement of economic growth and economic activity by
using the same currency. In Cuba, this is published for a long time period from the World
Bank. In Kerala the data is divided into different sections clearly indicating the year the

currency is held constant for. However for government expenditures, it was impossible to
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find longitudinal data in a constant currency in either Kerala or Cuba. Thus the increase
in government expenditure that is reported in both Kerala and Cuba is inflated, and is less
substantial than it initially appears.

Finally, while the political climate in Kerala and Cuba is closely associated with
the serious pursuit of health and the ensuing health outcomes, this will not be examined
here. The egalitarian nature of their societies contributed to the health status of the
population, as investments made in other sectors have positive spinoff effects on health.
The governments played large roles in determining the good health of their respective
populations. Here, the interest is not on the political conditions that led the governments
to focus on health’. Nor is our interest in whether these outcomes could have been
achieved in other conditions (ie through individual income expansion, rather than

government investments).

Thesis statement
The thesis and main finding of this study is that the pursuit of human development is not
theoretically at odds with eventually limited economic growth. There is space within

Human Development to explore the pursuit of human development at stabilised levels of

? It should be noted that the author has weighed John Harriss’ argument about the dangers of attempting to
depoliticize development in writing. That is, that there is a risk, indeed a trend, to neglect issues of power
and politics and make recommendations that do not challenge class relations and power. The subject of
this work is inherently political. To emphasis exactly how political it is, I would like to draw on Mencher,
who wrote (about Kerala) “What I am basically arguing is that the reason why people are living longer, and
why child deaths have declined, relates as much to politicisation of the people as to public policy” (1980,
1782). However, the limited scope of this work does not allow me to fully address power relations and
politics and still pursue my main query, and as such it is left to the side. However, it must be emphasised
that while this is not the subject of the inquiry, politics, power and class relations have played an important
role in the transformations in both Cuba and Kerala.

20



economic activity. Nonetheless, the foundations of the Human Development approach
rendef it reluctant to engage in such studies.

The empirical evidence gathered from the pursuit of health in Cuba and Kerala
leads to several main findings: 1) the pursuit_ of health is not necessarily linked to
economic growth; 2) health can be pursued at low levels of economic activity; 3) the
government’s fiscal ability to finance health is not closely linked to economic growth; 4)
the government can finance health even when its total expenditure ability is restricted
without worsening its financial predicament; 5) there are eventually diminishing marginal
returns to government investments in health once health has reached a certain level.
Together these findings reduce the need for economic growth and make it possible to

consider pursuing health at stabilised levels of economic activity.

Structure of the thesis argument

The analysis will begin in the Chapter Two, where the theoretical underpinnings of the
human development approach and its relationship with economic growth and with levels
of economic activity will be established. It is the nature of the relationship which directs
the empirical inquiry. The literature shows that certain types of economic activity can
facilitate the pursuit of material aspects of human development through two main
avenues: individual income and government expenditures (Ranis & Stewart, 2000). It is
agreed that there are diminishing returns to individual income (Haq, 2000; UNDP, 1996)
and therefore theoretically it could be levelled off without impeding human development.

In Human Development literature, it is generally agreed that economic growth is needed
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(in the long run) in order to maintain government expenditures contributing to human
development (Sen, 2000; Ranis & Stewart, 2000). However, economic growth does not
automatically increase government revenues (UNDP, 1991). Moreover, government
expenditures can be re-organised (rather than increased) to achieve superior human
development outcomes by focusing more on social expenditures and less on the military
for instance (Haq, 2000). Within social spending, the net amount spent is unrelated to
human development outcomes. It is the quality of the spending which is most important
(UNDP, 1991).

As with human development spending in general, the net amount of expenditures
on health is unrelated to health outcomes. It is the type of expenditure which is the rhost
important factor (WHO, 2009). In health spending, it is well established that a health
system based on preventative and primary healthcare is cheap and highly effective (Alma
Ata Declaration 1978; UNICEF & WHO, 1975; Schofield, 1988; Griffin & McKinley,
1994). Moreover, it appears that absolute poverty (rather than wealth) is a determinant of
health levels. As such, more equal societies also tend to be healthier societies (Boyle et
al., 2006; Subramanian et al., 2002). Good health outcomes are the result of more than
just health related expenditures, and reflect a series of factors, including housing,
infrastructure and lifestyle choices (smoking, regular physical activity, etc) (WHO,
2008).

Chapter Three is the introductory chapter to the case studies that follow. Health
outcomes are not an isolated result of health spending. In order to recognise that health

outcomes are affected by social determinants of health, the third chapter will be devoted
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to a qualitative analysis of programs and projects undertaken by the government that are
likely to have affected health, in the establishment of human development regimes in
Kerala and Cuba.

The fourth and fifth chapters tackle the particularities of Cuba and Kerala. In
addition to the analysis described in the methodology section earlier, each chapter will
present the health systems established in both societies. The final section of each chapter
will be devoted to teasing out the lessons offered by Cuba and Kerala in the possibility of
p'ursuing health within limited economic activity.

The final chapter will bring together the threads from the other chapters and state

the main findings of the study.
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Chapter 2:

Analytical Framework:

Human Development and Economic Growth

It is now evident that the biophysical limits of the earth entail limits to possible economic
growth. What does this mean for human development? This study addresses a part of this
larger question and explores the extent to which health depends on economic growth, to
discover whether health can be pursued in a context of limited economic activity. While
many approaches to development may address this question, the Human Development
approach is the most logical for the purposes of this thesis. It is an approach that de-
emphasises the importance of economic growth throughout the process of development.
Certainly it is not the only approach that places humans at the centre of development, nor
‘that places a high priority on health. Its superiority to a basic needs or human rights
approach will be identified shortly. The current popularity and influence of the Human
Development approach is among the reasons it is used as the framework for this thesis.
The annual publication of the Human Development Reports (infer alia), which have a
significant readership, has made the human development approach highly influential
(Kuonqui, 2006). It has been successful in shaping natioﬁal and international policies
(Tharamangalam & Reed, 2009; Gasper, 2002). An analysis of whether human
development is possible with limited economic activity is likely to be more influential

using a Human Development approach, than using other, potentially equally valid
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approaches, due to the current influence of the Human Development framework. Today,
- the Human Development approach is in a stage of critical self-evaluation, which makes
its use even more relevant and timely (Haq, 2000).

However, it is important to justify selecting a Human Development framework
when there is growing disillusion with development in general, as demonstrated by the
fields of anti and post development. Both anti- and post-development criticise
‘development’ but in doing so, they treat it as a definable and unified field, which
weakens their criticism. Post-development is critical of development for three main
reasons. It claims that in development, poverty is incorrectly reduced to a lack of
material goods, that development has become synonymous (at least in part) with
westernisation and finally that development discourse is used to manage the South
(Pieterse, 2000). Not only do these concerns not conflict with the Human Development
approach, but it addresses them. The Human Development approach has a holistic
understanding of poverty, which extends beyond income poverty. Its notion of agency,
of people being empowered to direct their own development, and the fluidity of its
definition, where it can mean different things to different people, avoids the danger of
equating human development with westernisation or of the North ‘managing’ the South.

The chapter will begin by outlining the 'conceptual foundations of the Human
Development approach. Next, the complex relationship between economic growth and
human development will be explored, focusing on the ability of economic growth to
bring about human development. This leads to an exploration of the ability to pursue

human development without continual growth. Finally, health will be introduced into
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these debates. It is found that while theoretically human development should not be
attached to the pursuit of endless economic growth, in practice proponents are reluctant to
separate levels of economic activity from economic growth. This blurring of concepts
becomes problematic with the recognition that economic growth can jeopardise future
human development. Human Development can not support this, yet is missing a concrete
delimitation of how economic activity contributes to human flourishing,'® which would
enable it to distinguish between economic growth and economic production, to ascertain

whether there exists a level beyond which point growth in no longer useful.

Conceptual foundations

The purpose of the following section is to provide a background understanding of the
conditions in which the Human Development approach arose, and its basic principles.
This will be followed by a discussion of how the Human Development approach has
argued that human development, not economic growth, should be the goal of
development.

Amartya Sen and Mahbub ul Haq contributed to founding the Human
Development approach in the late 1980s, motivated by the need to place humans at the
center of development. The concern for people was not a new idea, but their particular
reformulation was. Aristotle (384-322 BC) was concerned with humans, as were classical
economists, Adam Smith, John Stuart Mill, and Karl Marx. In the interwar period,
economists continued to show concern for humans. Karl Polanyi and John Maynard

Keynes exemplify this (Spence, 2009). Despite a 1954 UN report noting that income was

!9 Human development and human flourishing are used interchangeably.
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not sufficient to measure standards of living, in post-World War Two development
policies, the concern for the human predicament in relation to economic forces was
forgotten (Noorbakhsh, 1998). In the 1970s, there were various responses to the strict
economic focus of neo-liberalism. The basic needs approach and the human rights
approach were two of these. fhe Human Development approach was formulated after
these two, in the very late 1980s.

The basic needs, human rights and Human Devélopment approaches all arose out
of a similar concern for people. Predictably, the Human Development approach shares
similarities with both of these, but theré are also important differences. The Human
Development approach adds five elements to the basic needs approach: 1) it has a
stronger philosophical foundation; 2) it blurs the distinction between developed and
developing countries; 3) it places more importance on freedom and participation; 4) it
goes beyond physical conditions to institutional and political elements; 5) it is concerned
with the means. It has been pointed out that basic needs can be met in a prison cell - this
does not coincide with notions of human flourishing (Deneulin, 2009; Stewart, 2009).
Human Development differs from a human rights approach in its emphasis on the
importance of opportunity and its greater sensitivity to the means (Deneulin, 2009).
These differences become apparent when examining health, an integral element to all
three approaches. The humaﬁ rights approach asserts that health is a basic human right.
The basic needs approach concerns itself with primary healthcare. The Human
Development approach goes beyond these, aiming for continually improving standards of

health, counting morbidity in addition to mortality, valuing mental health, examining the
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interaction between different elements of human development (such as freedom or
capabilities) and concerning itself with more than the just the final outcomes of good
health, including the process that led to the outcome.

The Human Development approach is ‘strategic’ rather than ‘structural’. That is,
it is concerned with the possibilities of bringing about human development within the
current world system, identifying specific areas of intervention, rather than focusing on
the systemic constraints. Human development places the expansion of human flourishing
as the end goal of development. It is simultaneously concerned with human flourishing as
both an ‘end’ and the ‘means’ of development. The Human Development approach does
not seek a static definition of what human flourishing consists of, acknowledging that it
means different things to different people in different places because it is based on what
people value. The idea is to expand people’s choices, be they political, economic, social
or cultural. Haq writes that theoretically, “choices can be infinite and can change over
time” (2000, 14). Conceptually, constructing an inflexible check-list, which attempts to
be all-encompassing, for human development is senseless. However, Nussbaum
identified ten important capabilities: life; health; bodily integrity; senses, imagination;
emotions; practical reason; affiliation; concern for other species; play; and control over
one’s environment (2000). Ranis et al. (2006) identify a competing list of eleven key
dimensions of human development: the human development index, mental well-being,
empowerment, political freedom, social relations, community well-being, inequalities,

work conditions, leisure conditions, economic security, environmental conditions. These
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lists can help conceptualise human development, but it should be noted that the elements
listed are not universal, nor, as their diffefences show, are they exhaustive.

There are two sides to human development: the formation of capabilities and the
use of these capabilities (Haq, 2000). The formation of capabilities gives people the
opportunity to use them as they see fit. For instance, skill development, health and
education are part of the formation of capabilities and these can be put to use in various
types of employment and leisure. Others have described this duality with the terms
functionings (being nourished, having friends, etc) and capabilities (the freedom to enjoy
functionings) (Alkire & Deneulin, 2009).

The means of pursuing human development are very important. Haq (2000) writes
about four procedural concerns that are important to respect in the pursuit of human
flourishing: equity, sustainability, productivity and empowerment. People should have
equity in opportunities and in the freedom to pursue valuable lives. The pursuit of human
development should be based on the sustainable use of all forms of capital (physical,
human, financial and environmental). Goals should be pursued through an efficient use of
resources. Finally, people must be empowered — they must be the agents of their own
development.

Agency is a central part of the capability approach as articulated by Sen. The
Human Development approach seeks to increase human agency, with people acting as
agents of their own development. An agent refers to an actor who is able to bring about
change. Sen writes that people must be thought of “as being actively involved — given

the opportunity — in shaping their own destiny, and not just as passive recipients of the
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fruits 6f cunning development programs”(1999: 53). An expansion of choices inevitably
means tradeoffs must be made. People must be the ones to make their own decisions
about what they will pursue, based on what they value. The concept of agency is not
limited to the individual. It also refers to what can be achieved by communities and
groups, beyond a simple addition of its members’ agency (Alkire & Deneulin, 2009).

Freedom is another central component of human development. Human
development focuses on both ‘freedom to’ and ‘freedom from’. Human development is
concerned with not only the unleashing of people from inhibiting forces in their life
(extreme poverty, political repression, etc) but also the active pursuit of flourishing (for
example: playing the guitar, writing poetry, being part of a community, being loved, etc).
Freedom is both intrinsically and instrumentally important. The instrumental approach to
freedom is concerned with the end result. A well nourished woman for instance is more
able to flourish than a malnourished one. The intrinsic approach to freedom goes beyond
end results and values the availability of alternative opportunities. If the malnourished
woman is malnourished not because she lacks access to good and nutritional food but
rather because she is fasting, exercising her political freedom, this should be viewed in an
entirely different light than were she deprived of the means to be well nourished. Intrinsic
freedom offers a better indication of human flourishing. The strength in instrumental
freedom, is that by focusing on the end state/achievement it is much easier to measure
(Sen, 2003a).

Equally fundamental to the Human Development approach, in addition to the

above-mentioned components, is a desire to dislodge economic activity from the center
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of the stage. Streeton argues that economic growth is “too unspecified, abstract,
aggregate and unbound to be a sensible objective of policy” (2003: 78). He continues to
argue that the current national accounting system (GDP) is actually a quite poor indicator
of ‘progress’ even in an economic sense, as many things are not counted (externalities
sﬁch as the toxic contamination of a river do not figure into the calculation) and ‘bads’
are counted (buying cigarettes and lung cancer care both contribute to the GDP, while
they clearly are not indications of progress). Any text introducing the justification for
human development starts with a similar line of argumentation, displacing the conceptual
link between human development and economic growth.

Deneulin and Shahani (2009) challenge six assumptions leading to the association
of economic growth and human development. The first assumption is that economic
growth increases people’s income and thus increases their quality of life. In fact neither is
automatic. Economic growth may not be well distributed, having little to no effect on the
majority’s real income. Adherents to the human development approach note that
empirically countries with similar levels of high economic growth can have remarkably
different success in raising the length and quality of life. Likewise, countries that have
successfully increased the length and quality of life have varying levels of economic
growth. There is no automatic connection between level of per capita income and quality
of life. The second assumption is that families with good incomes will not be deprived in
other dimensions. Here, empirical evidence is used to show that income poverty does not
necessarily overlap with poverty as expressed by lack of education or nutrition. Public

services can reach the income poor. The next assumption is that economic growth will
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automatically reduce other kinds of poverty. Again, Deneulin and Shahani show how
economic growth can coincide with rising levels of malnutrition. The fourth assumption
is that economic data is more reliable than data on poverty. Here the authors note that
economic data can in fact be weak and that data related to poverty is improving in
quality. The fifth assumption is that it is easier to pursue policies that promote economic
growth than human flourishing. The authors point out that economic growth can be
elusive — it has been pursued with mixed results for decades now. The final assumption is
that economic growth can be sustained without a concern for human flourishing. In fact,
Deneulin and Shahani assert that economic growth can not be sustained without
accompanying gains in human flourishing. Thus they demonstrate that a primary concern

for economic growth should be traded for a primary concern with human flourishing.

Economic growth as a means to human development:

After exerting a considerable amount of effort to dislodge economic growth from its
paramount position, the Human Development approach turns to economic growth as a
primary means of achieving human flourishing. Haq explains, “rejecting an automatic
link between income expansion and flourishing human lives is not rejecting growth itself.
Economic growth is essential in poor societies for reducing or eliminating poverty. But
the quality of this growth is just aé important as its quantity” (2000: 15). How then does
economic growth contribute to human development? This is a topic that is extensively
written about. This section will first explain that the argument is not made particularly

coherently. Next, the quality of the growth that can contribute to particular aspects of
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human development will be discussed. This is followed by a discussion of the mutually
reinforcing nature of the relationship between economic growth and human development.
It will be explained that while there is a possibility of pursuing human development at
low levels of economic activity, in the long run economic activity is needed fér two
reasons: individual income and government expenditures, which will be discussed in
detail. It will be demonstrated that the Human Development framework has not
completely separated itself from neo-classical economics, and as such favours the
expansion of income, although it is recognised that eventually there are diminishing
returns.

The argument about exactly how economic growth contributes to human
development and its importance is not made in a clear, unified manner. Ranis (using Sen
as a reference) writes that “income growth clearly strikes as the main contributor to
directly increasing capabilities of individuals and consequently the human development
of a nation, since it encapsulates the economy’s command over resources” (2004: 5,
emphasis added). However, Sen has written that “economic prosperity is no more than
one of the means to enriching lives of people. Secondly, even as a means, merely
enhancing economic opulence can be quite inefficient in the pursuit of the really valuable
ends” (Sen, 2003a, 4, emphasis added). Elsewhere, Sen somewhat reconciles these two
ideas: “without ignoring the importance of economic growth, we must look well beyond
it” (1999: 14). The seeming contradiction arises from the initial necessity of placing
humans at the center of development and then debating how economic growth can play a

role. It appears that authors change tone depending on what they are arguing for. When
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they are introducing the concept of human development, they will renounce the link to
economic growth in a fairly unequivocal manner. However, articles written from a
Human Development perspective about the role of economic growth are entirely
different, explaining that income and wealth are valuable due to the substantive freedoms
that they allow humans to achieve (Sen, 1999).

This second line of argumentation begins on a cautionary note: while economic
growth can contribute to economic development this does not occur automatically.
Economic growth is only one of the many tributaries to human development. Other
equally important ones are human resource development, human rights and participation,
peace and security, and sustainability (Streeton, 2003). Recalling the key dimensions
identified by Nussbaum (2000) and Ranis et al. (2006), it is evident that economic growth
is completely unrelated to many of these. Economic growth can only contribute to the
material dimension of human development. Material wellbeing is however, an integral
aspect of human flourishing. Being adequately clothed and sheltered for example is
always important. The growth of consumption in goods and services becomes associated
with human flourishing. When individuals’ incomes are expanded, it is assumed that their
choice and opportunities are also expanded. As Jolly observes, Human Development and
neoliberalism have common roots in the liberal economic tradition, which emphasizes the
fundamental importance of choices and the value of well-functioning markets to enable
individuals to exercise these choices (2003)."" A country’s total command over

resources, or their gross domestic product, provides the fund for material human

"1t can be noted that the link to a market economy takes place through the concept of endlessly expanding
opportunities, which fits quite well into the assumption of neo-classical economics that states that humans
have insatiable desires.
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development achievements. The allocation of the resources can result in differing human
development achievements (Ranis & Stewart, 2000). Economic growth expands the total
command over resources and thus can be thought of as a necessary, but not sufficient,
condition for human development.

The quality of the growth and the strength of the mechanism that translates
economic growth into human flourishing determine how closely the two move together
(Spence, 2009). Only a particular type of growth favours human development. The
absolute amount of GDP is of lesser importance than its composition, the uses to which it
is put, its distribution, the amount of effort exerted to produce it and the conditions under
which it was produced (Streeton, 2003). Academics caution that economic growth is
never desirable in and of itself and that it can be jobless, ruthless, voiceless, rootless and
futureless and thus that the quality and distribution of the growth are more important than
the quantity. Desirable growth is one that creates employment, where benefits accrue to
everyone (not only the rich), that is accompanied by an extension of democracy and
empowerment (the choice is not between dictatorship and growth), where cultural
identity is preserved (people participate in choosing the tradeoffs between efficiency and
tradition) and finally where resources are maintained for future generations (UNDP,
1996). In short, the growth must alleviate inequality. These conditions are generally
agreed upon and must all be met (Spence, 2009; Haq, 2000; Haq, 1994).

Hagq (2000) writes that there are three ways to create desirable links between
economic growth and human development. First, investments in education, health and

skills by the government are important. This is important not only in its immediate
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human development effects, but in the expansion of possibilities that it offers to the
healthier and more skilled people- finding employment should be facilitated and thus they
would share in the benefits of economic growth. Second, the equitable distribution of
income, including the equitable distribution of assets, is important. Finally, Haq
underlines the importance of empowering people, particularly women.

The relationship between human development and economic growth does not run
in only one direction; they are mutually reinforcing. A vast amount of literature and
empirical studies demonstrate the contributions of human capital (and by extension
human capabilitylz) to economic growth (Savvidas & Stengos, 2009; Ranis & Stewart,
2004; Ranis, 2004, UNDP, 1996; Griffin & McKinley, 1994). This relationship is not of
intrinsic importance to human development (or to this chapter). Its significance lies in
the stimulating effects that economic growth can have on human development. Countries
can find themselves on an upward spiral where gains in human development lead to
economic growth, which in turn contributes to more human development. This
relationship may have the opposite effect of course, where low human development does
not contribute to economic growth and low economic growth does not stimulate the

advance of human development. Both high human development without economic

12 While in general the Human Development approach seeks to distinguish human capabilities from human
capital, the argument about how human development leads to economic growth is based on human capital.
Human capital refers to the agency of humans in increased production (Sen, 2003 B). Along with natural
capital and physical capital, it makes up the total stock of capital, from which economic benefits are
derived (Griffin & McKinley, 1994). Human capability refers to the ability of humans to live lives that
they value and to the expansion of their choices. Human capability is concerned with the intrinsic value of
increases in potential to flourish, not merely the relation to production (Sen, 2003 B). Moreover, human
capability is interested in all humans, not just those who are members or who will be members of the
workforce. It concerns itself (inter alia) with the elderly, the infirm, children, women and indigenous
peoples, which human capital is not necessarily interested in. Increases in human capabilities often translate
to increases in human capital and vice versa.

36



growth and high economic growth without human development are unlikely to persist in
the long term. The ‘lop-sided’ development may occur for a relatively short period of
time, but it will either adjust to the high levels of human development and economic
growth or it will fall to lov;/ lévels of human development and economic growth (Ranis &
Stewart, 2004; ibid, 2000)". The presence of a mutually reinforcing relationship could
leave policy makers room for speculation about which to concentrate on first. As human
development is the end goal, if the focus must be on one or the other, it should be on
human development. Moreover, Ranis & Stewart (2004) find that empirically, human
development comes first.

The first Human Development Report, in 1990, advanced the idea that human
development could be pursued at all income levels: “people do not need excessive
financial resources to ensure a decent living” (1990: 12). In addition to noting that some
elements of human development are completely unrelated to levels of economic activity,
it asserts that even the provision of basic physical capabilities such as education and
health are attajnable‘ for poor countries if they reorient their budgets away from debt
repayments and military expenditures to investments in people. This initial distance with
economic growth is slowly eroding with each successive Human Development Report. If
the goal of human development is more than the poverty eradication, then, it is argued,
econonﬁc growth is important (Kaul, 2003). While the 2003 HDR has a nuanced

promotion of economic growth, it still provides “a clear message: economic growth is

13 Ranis & Stewart (2000) conducted a global study made up of highest ranking regional human
development countries. They found that only Costa Rica remained in a position of ‘lop-sided’ development
over the 35 year period, maintaining high human development without high economic growth.
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essential for reducing poverty [...] failed economic growth lies behind the faltering HDI”
(UNDP, 2003: 40).

Today, it is generally accepted that while in the short term, at any income level
human development can be pursued, in the long run, economic growth is necessary to
sustain and advance human development achievements (UNDP, 1996; UNDP, 2003). In
this mindset, the 1996 HDR identifies three groups of countries that need faster economic
growth — which in essence is the entire global South: the low human development
countries (most of Africa), the formerly socialist countries that are in transition and the
middle range of developing countries, in which most countries in Latin America, the
Middle East, South Asia and South East Asia are included (the only countries that are not
included in the groupings are the OECD countries and the newly industrialized
countries). Economic growth is advocated to support human development. It is
recommended that policy focus on “strengthening the links between economic growth
and human development” (p.285).

Achievements in human developiment alone are not always looked upon in a
favourable light. Kerala for instance has come under significant criticism, not for its
failure to achieve human development per se, but for the lack of accompanying economic
growth (Tharamangalam, 2004). Amartya Sen, among others, has refused to label Kerala

a model of development citing insufficient economic growth (Parayil, 2000)'*. The idea

' The debate around Kerala’s status as a model is twofold. First, the government’s ability to continue to
finance human development is questioned. Second, it is believed that economic growth would help to
increase human development by providing employment opportunities and increasing individual income
(thus expanding choice and opportunity) (Thomas, 2006). There is also a debate surrounding the
replicability of human development achieved in Kerala (Tharamangalam, 2006). However, this is of lesser
importance to our discussion.
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that in the long term economic growth is not only desirable, but necessary to maintain
human development is also made in relation to specific aspects of material human
development, such as health (Bloom & Canning, 2003). Gupta & Mitra (2004) find that
poor growth reduces government health expenditures, which has a negative effect on the
population’s health. This line of argumentation makes clear that any study examining the
link between economic growth and human development must be a longitudinal one, to
determine if human development is lasting.

Ranis & Stewart (2000) examine the link between economic growth and material
human development and conclude that growth in GDP contributes mostly to human
development through household and government expenditure. They find that both types
of expenditure generally increase with economic growth".

Their study reiterates that the importance of economic growth to human
development is twofold. While certain parts of human development can be met by the
state or at low income levels, increased income for households enables them to continue
the pursuit of human flourishing, by expanding their choices. Secondly, it may be
fiscally unsustainable in the long term for a state to pursue human development without
economic growth (Ranis & Stewart, 2007; Haq, 2000; UNDP, 2003; UNDP, 1996).

This duel importance gives rise to debate about whether economic activity
contributes equally to government and individual expenditures on human development.
Are the human development outcomes different and does this imply a different need for

economic growth? The Human Development approach does not take a decisive stand as

'* This finding is in direct contradiction with the founding principles of human development: economic
growth does not necessarily move in the same direction as human development (Spence, 2009).
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to which of these contributes the most to human development. This thesis will not enter
the debate about the relative beng:ﬁfs and tradeoffs between government and individual
expenditures in hﬁman development and what the optimal relationship is. It is concerned
with the resources needed in working towards human development, rather than who
spends them or the type of political system that is best suited to do so'. The potential
role of both individual income and government expenditures will be addressed in turn
below.

The attempt to measure human development by the Human Development Index
(HDI), sheds light on the perceived use of expanded income (a goal of economic growth)
to the Human Development approach.'” The HDI is made up of three key components to
human flourishing: longevity, knowledge and “command over resources to ensure a
decent standard of living” (in Anand & Sen, 2000a, 86). The exact calculations and the
variables that are used as inputs into the calculations resulting in the HDI have evolved
over time, reflecting changes in thought and quality of data available. Longevity and
knowledge are indicators of the ‘end’ and ‘means’ of human development, by
intrinsically contributing to human flourishing and also by the expansion of capabilities.

Meanwhile, ‘command over resources’ relates only to the ‘means’. Some have

1 1t is clear that in the case of health in both Cuba and Kerala, the government plays an active role in
ensuring all members of society are entitled to health. However, the author merely seeks to explore the cost
of this pursuit of health. Different political systems have been highly successful in pursuing human
development. Cuba, Chile, Costa Rica and South Korea are but some examples of this ability in differing
political situations (Jolly, 2000; Ghai, 2000).

' It is understood that the HDI is at best a rough indicator of human development, as it is impossible for it
to accurately reflect all aspects of human flourishing (Haq, 2000; Anand & Sen, 2000a). Criticism of the
HDI can be categorised into three broad groups: 1) Using a single index to measure human development
can not accurately reflect human development. 2) Problems with the data. 3) Technical properties, for
example, the rate of diminishing return (Noorbakhsh, 1998).
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questioned the validity of including a variable that is not a direct indicator of human
flourishing.

Proponents who belie\}e that ‘command over resources’ should be part of the HDI
explain that ‘command over resources’ captures a myriad of goods and services that
contribute to human development (Haq, 2000). Theoretically ‘command over resources’
is not restricted to income, but incqme is the input used in the calculation for the HDI
(Anand & Sen, 2000a). As explained above, the Human Development approach
perceives income as a useful tool in increasing capabilities of individuals, through its
potential to expand choice and opportunity and its use in the pursuit of material aspects of
human development.

In the HDI, income per capita is adjusted for purchasing power parity. Two
additional adjustments are made in the calculation. The first is to reflect the diminishing
marginal returns of income. That is, an additional dollar has significantly different
impacts on the pursuit of human flourishing at different income levels. One more dollar
makes little difference to an income of $20,000; however the same dollar has a greater
§a1ue for a $200 income. The HDI has a cut off point of about $ 5,000, after which
increased incorhe is accounted for with sharply diminishing returns. The exact level of
the cut off is slightly controversial, but it is the idea that is important. Haq explains that
“the premise is that people do not need an infinite amount of income for a decent life”
(2000: 45). The diminishing returns of GDP to human development have been
demonstrated empirically (Cahill, 2002). The second adjustment accounts for the lack of

information about distribution of the income in income per capita statistics, which is
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important if it is to be useful in indicating ‘command over resources’ for the geheral
population. To measure distribution, the Gini coefficient is used in the calculation of
‘command over resources’. In using an adjusted input of income per capita, the human
development index emphasizes sufficiency and distribution.

The inclusion of ‘command over resources’ in the HDI entails certain biases
towards individual, monetary transactions, although this may be a poor indication of
opportunity (for human development). Scenarios can easily be imagined where the use of
income to represent command over resources is not particularly useful. Two families
may have the same cash income. However, one is located in a rural setting and has the
opportunity to raise animals and grow crops. This family has a greater propensity
towards human flourishing, and indeed has more opportunities than one in a city, which
lives entirely in a monetized economy and whose income directly limits their
opportunities.

Where the Human Development approach theoretically should not distinguish
between a service provided by the state to all its citizens at no cost, and all citizens being
able to purchase goods, the inclusion of command over resources makes this distinction.
Another scenario can be imagined where one family has a low monetary income,
however benefits from subsidised housing and food, in addition to free education and
health care. The second family in another country has a slightly higher income and health
and education are also free. If food and housing are not subsidized, their purchasing

power (and opportunities) may actually be inferior to the first family. The HDI is unable
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to reflect this difference in opportunity and will misleadingly rank the family in the
second scenario above the first family.
The use of income in the measurement of human development is indicative of a
tendency in the approach to favour the capacity to buy something over having access to
“it. Human Development literature devotes a lot of energy to analysing the benefits of
expanded income. To be fair, theoretically Human Development is interested in
entitlements, defined by Sen as “the set of alternative commodity bundles that a person
can command in a society using the totality of rights and opportunities that he or she
faces” (1984: 497). However, this concept is given significantly less space when the uses
of economic growth are discussed. There is a tension in the Human Development
approach between entitlements and the capability approach. The capability approach is
the dominant one, and its language of expanding individual choice lends itself to neo-
liberal, consumerist societies (Gasper, 2007; Cameron, 2000). In fact, Sen invokes neo
classical economic theorems and has refined the individualistic frame of social choice in
his elaborations on the capability approach (Gasper, 2008). This dominance is
exemplified by the following passage from the very first page of fhe 1998 HDR, “we
must aim at extending and improving consumer choices too, but in ways that promote
human life” (UNDP, 1998: 1). The centrality of the importance of individual income
expansion in explaining the use of economic growth lends itself to a bias for a more

capitalist society over a socialist one.'® The argument made to support this is that

'® Some maintain that human development can be practiced in a socialist or capitalist system: the concept
of freedom appealing to capitalism and the concept of equality appealing to socialism (Tharamangalam &
Reed, 2009). The author of this article has two criticisms of such a statement. While both Human
Development and capitalism embrace concepts of freedom, it would be a mistake to think that their notions
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individuals can chose what contributes to their own development — for a fisherperson
being able to buy a new net or pay for boat repairs may contribute more to his/her
wellbeing than subsidized food.

The Human Development approach also advocates a significant role for the
government, particularly in advancing the health and education of its population, through
expenditures (Haq, 2000). Economic growth can increase government revenues, but does
not do so automatically. The link between economic growth and taxation is complex. For
instance, Malaysia and Morocco collected less tax in the 1980s, despite growing
economies (UNDP, 1991). Ranis and Stewart (2000) write that the strength of the link
between economic growth and increased government revenue and human development
expenditures depends on 1) the tax capacity of the system; 2) the strength of the demand
for military and other non-human development expenditures; and 3) the government’s
responsiveness to the needs of lower income groups. They also note that decentralization
tends to increase the collection of taxes and as local governments are more responsive to
the poor’s needs, it also results in more human development expenditures.

It is noted that the net quantity of government expenditures is unrelated to human
development achievements (UNDP, 1991). Ranis and Stewart (2000) find that there are
three important ratios to be considered when linking government expenditures and human
development: the proportion of GDP spent by various levels of government, the

proportion of government expenditure devoted to human development investments

of freedom are the same. In fact they are quite distinct. Despite this, however, the author feels that the
accounting of the HDI favours a capitalist society. Theoretically, socialism does not pose a barrier to the
pursuit of human flourishing. However, in the emphasis placed on personal income, the merits of a socialist
system are discredited.

44



(health, education, employment, social security, etc) and the proportion of spending in
human development that is allocated to high priorities (there is no absolute ‘high priority’
— they vary). The 1991 HDR suggests that good human development can be achieved
when government expenditures account for approximately 25 % of the GDP, of which
40% (or more) is allotted to social spending and more than 50% of this is spent on social
priorities (UNDP, 1991). This breakdown continues to be the standard recommendation
(Haq, 2000). The expenditure ratios are not end goals, but can be indicative of human
development outcomes.

The importance of prioritised spending even within social spending can not be
overemphasised. Some countries spend 80-90% of their health budget on hospitals, which
only reach a small fraction of the population, thus having negligible returns on human
development (UNDP, 1991). Haq argues that in most developing countries there is no
need to increase government expenditures but rather a re-organising of the expenditures
is needed in order for them to contribute more to human development (2000). In fact,
many developing countries have reduced the size of their net government spending, while

increasing or maintaining their human development spending (UNDP, 1991).

Human development and levels of economic activity

Up to this point the discussion around human development and economic activity has
been centered uniquely on growth and on ideas relating to what that growth should
resemble. Indeed, this is the focus of Human Development literature. While Human

Development writers are quick to highlight the success of countries that pursue human

45



development with relatively low incomes (in their good health outcomes for instance),
they have not expanded on the idea and flushed out the possibilities for human
development at a Steady level of per capita income. If material wellbeing is only one
aspect of human development, which certain types of economic growth offer the means
to achieving at diminishing returns, why is sufficiency of economic growth not explored?
Alkire notes that “the idea that the fundamental aim of economic activity is to support
human development goes back at least to Aristotle” (2010: 38, emphasis added). Yet,
Alkire, like other Human Development scholars, fails to consider the implications of
economic activity for human development, and turns to a lengthy discussion of economic
growth.

Endless economic expansion is not inexorably embedded in the theoretical
conception of human development; however, Human Development scholars are reluctant
to relinquish economic growth (as exemplified earlier by Sen). The Human Development
framework comes out of the economic tradition (Alkire, 2010). Many analysts have noted
that it has failed to separate itself from the latter (see Gasper, 2008 inter alia).19 It is this
continued overlap with neoclassical economics which is an obstacle to the theoretical
acceptance that the pursuit of human development can coincide with certain levels of per

capita income levels rather than endless growth.”® It should be recalled at this point that

1 Korten (1994) for instance warns that Human Development slides into liberal economic presumptions as
a result of not consciously delimiting a political and economic theory, merely offering a more social face to
neoclassical economic theory. Kuonqui draws attention to the failure of Human Development up to this
point to “supplant the intellectual primacy of neoclassical economics” (2006: 34). Similarly, Cameron
writes that neoliberalism has a ‘stranglehold’ on Human Development (2000, 1044).

%0 Evidently, there could be no set level of adequate income, due to variations in needs, values and costs
across space and time. However, conceptually, there could be a limit to useful income, which contributes
to human flourishing. Achieving certain levels of economic activity is not the goal of human development —
it is only one of the means to human development.
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the Human Development approach is a strategic one. The implication is that it seeks to
pursue human development within the current system. Exploring, even theoretically,
possibilities of human development in a no-growth context, implies changes to the
system. This could be a reason the idea is not explored.

This section is forced to take a more speculative approach in the process of
examining whether economic growth or certain levels of economic activity are needed to
pursue human development. Economic growth has the potential to contribute to human
development, as noted in the previous section, principally through two arteries: individual
(household) income and government expenditures. For each, the benefits of unlimited
economic growth will be examined. We will draw briefly on authors outside the Human
Development approach to consider the validity of their propositions. Finally, it will be
proposed that the acceptance that economic growth can have negative environmental
consequences, which in turn impede human development, suggests that economic growth
and activity should be considered separately.

Expanding human choices and opportunities is an important component of human
development, to which growth can contribute to through .individual income expansion.
However, the endless expansion of choice is not the goal — expanding human flourishing
and the quality of life is the goal. Expansion of some choices can even detract from
human development, and at the very least cease to contribute to human development. An
individual faced with 50 different types of toothpaste is not necessarily better off than the
one faced with only five choices — in fact, it may be easier for the latter to decide which

suits his/her needs most (Alkire & Deneulin, 2009). Gasper explains that the expansion
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of choice can even be harmful, if bad choices are made. He points to the choice to
become HIV positive, to become addicted to television or to pornography as examples.
One may add the choice to destroy ecosystems. Moreover, Gasper notes that choice is
actually delimited by the system — something Human Development neglects to address
(2002). O’Laughlin and Pouw (2004) would agree, “in maintaining the
microeconomist’s focus on individual choice, approaches inspired by Sen’s work provide
a very narrow vision of poverty as a process. They do not address underlying political
and economic relations of [power,] inequality [and dependency] that constrain individual
choice and link individual experience to macro political and economic processes.” (in
Gasper, 2008: 248). The reader can note that expansion of choice is neither as simple nor
beneficial as the Human Development approach suggests.

Moreover, the central concept of ‘valuing’ could also reduce the importance of
increased individual income. Capabilities are prioritised based on what people have
reason to value (i.e. see UNDP, 1998: 40). Imperfect information can influence what
people value. Indeed, people may value activities that are objectively detrimental to their
development (such as smoking, or alternatively the destruction of ecosystems) (Gasper,
2002). Thus, the reliance on individual valuation is somewhat problematic and deserves
a more systematic critical review. Putting objections aside, as there is no static definition
of what contributes to human development, a change in values in a society could reduce
the importance of increased income. Were material accumulation valued less as a
contributor to human flourishing than the maintenance of healthy eco-systems for

instance, stabilising economic activity could be desirable.
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Furthermore, it has been noted that benefits derived from income expansion occur
only up to a certain level of income, after which increases in income contribute little to
the pursuit of human development. If the technique in calculating the HDI is recalled,
there are diminishing returns to the benefits from increased income. Embedded in the
HDI is the idea of sufficiency in relation to income. The HDI of course does not represent
Human Development as a whole. However, this concept of sufficiency is raised
elsewhere. Ranis & Stewart (2007) find that income in high income countries is less
useful in determining human flourishing than in low income countries. Similarly, the
1996 Human Development Report adamantly encourages the pursuit of economic growth
in the global South, but recommends that the North focus more on distribution and
employmént. Enshrouded is the implication that after a certain point, material
consumption ceases to add to human flourishing.

The concept of entitlements further reduces the importance of individual income,
valuing other ways that enable households to pursue their flourishing. Thus, the reasons
given for use of economic growth, as a means to human development through increasing
individual income, do not stand in the way of a conceptual pursuit of human development
at plateaued levels of economic activity. Despite this, Sen (1999) writes that it is clearly
better to have longevity and a high income, rather than just longevity. He fails to explain
why. What is a ‘high’ income and is it adequate? Does this income need to perpetually
increase? Are higher and higher incomes always better, ceteris paribus?

Let us turn to the second way in which economic growth may contribute to human

development: through government expenditures. Here the issue is whether governments
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are able to continue to finance human development expenditures. It has been
demonstrated that it is the quality of government expenditures rather than the quantity,
which has the largest effect on human development. An extrapolation of the argument
presented earlier about developing countries needing to re-organise their budgets to
advance human development, is that economic growth is not needed to advance human
development, as government revenues do not need to be expanded.

Once countries have directed their spending towards human development, is
economic growth necessary to maintain it? There are two sides to maintaining a balanced
budget, revenues and expenditures. As noted earlier, economic growth does not
necessarily increase revenues. Similarly, it is possible to increase revenues without
economic growth, through a more effective tax system (UNDP, 1991). At any given level
of economic activity, the government will have revenues and as long as its expenditures
do not surpass these, it maintains a balanced budget. The question becomes whether
continually increasing government expenditures contribute to human development (as
this would require increased revenues, perhaps justifying a need for economic growth).
There is a lack of information on this subject.

There are several regions that have carried out government-led human
development with low levels of economic activity. Costa Rica, Sri Lanka, Kerala and
| Cuba are cases that have reached relatively high levels of social indicators, through
targeted government expenditures in human development, despite relatively low levels of
economic activity. Their examples beg two questions: have they been able to maintain

their human development improvements?; what happened to government expenditure?
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These will be discussed briefly. In Costa Rica, the government accumulated a massive
debt and the country went through a period of economic crisis in the 1980s, sharply
reducing the resources available to the state. The government’s social spending increased
from the 1950s to the 1980s, decreased in the 1980s due to an economic crisis, but by
1986 had surpassed the prior level. In the 1990s, per capita spending decreased due to a
change in policy. Despite this, social indicators increased, albeit at a slower pace (Garnier
et al., 2000). In Sri Lanka, gross indicators of human development improve despite the
outbreak of a long lasting civil war and cutbacks in government expenditures during a
period of structural adjustment (Alailama & Saneratne, 2000). Kerala faced a serious
fiscal crisis in the late 1980s and early 1990s, which also resulted in a tightening of the
government’s expenditures (Varatharajan, 2004). Gross indicators of human development
in health and education have not fallen, although individual expenditure on human
development has increased (Tharamangalam, 2006). In Cuba, human development has
been able to weather a massive economic crisis (triggered by the collapse of the Soviet
Union) in the early 1990s, which reduced the government’s expenditure ability. There
were some temporary setbacks in health, but given the high budgetary priority given to
health and education, social indicators bounced back and have increased (Sainsbury,
2005). There are two observations to be made. First, the states in each case encountered
fiscal difficulties. Answering whether this was the result of the human development
expenditures in the first place requires more research”. Second, in each case, human
development was able to continue despite restricted financial capabilities of the state,

which resulted in some cases in reduced social expenditure. This suggests that

2! This question will be examined in greater detail for Cuba and Kerala in subsequent chapters.
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government expenditure can be limited without jeopardizing the pursuit of human
development™.

Can per capita government expenditures be levelled off at a certain point with no
negative consequences for human development? Were the population of a country to
have stabilised, would this also mean the level of economic activity could cease to
increase? These are questions that have not been addressed thoroughly within the human
development approach, but which are starting to be addressed from outside the approach.
Victor & Rosenbluth (2007) for instance, conduct simulations of no growth for the
Canadian economy and they find that when combined with no population growth, the
government is fiscally able to continue financing its expenditures.

In per capita terms, it is easy to accept that there could theoretically be ‘enough’
of both individual income and government expenditure. This raises the question of
population. A few observations should be made. There is substantial data recognising a
demographic transition, which occurs with human development, where population
growth slows substantially, due to decreased fertility rates (Todaro & Smith, 2006).
However, the accompanying aging of a population resulting from decreased fertility rates
is a cause for concern, as there can be a smaller base of workers to support the retired
workers (Bose, 2006). Discussing curbing population growth has become a very
sensitive issue because the overwhelming majority of it takes place in the South, which in
turn feels targeted by such discussions. This is not the objective of its mention in this

chapter. The point is merely to observe that for total economic activity to level off, it will

*2 The author recognises that there are many examples of low economic activity or economic regression
that coincide with low or falling levels of human development. However, this does not diminish the
importance or relevance of the highlighted cases.
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be necessary for population sizes to stabilise as well, otherwise levelling off economic
activity would simply result in decreasing per capita incomes, which would probably not
help to advance human development. The fear of economic hardship accompanying
population stabilisation, and the sensitivity of the topic, may be another reason that the
Human Development framework avoids discussing stabilised levels of economic activity.
There is discussion outside of the field of Human Development that human
flourishing can be pursued at fixed levels of economic activity. John Stewart Mill and
Herman Daly are two economists who have explored this relationship. Mill writes of
societies reaching a satisfactory level of economic activity and levelling off, in what he
calls a stationary state. This would allow for potentially even greater human
development, giving people time and energy to devote to spirituality or the pursuit of the
arts (1965). Daly builds on this concept and formulates a steady state economy. He
distinguishes between economic growth and development, (vaguely) defining economic
growth as a quantitative increase, and development as a qualitative improvement (1991;
1996). Both acknowledge diminishing returns of increased individual income beyond a
certain point. Neither Daly nor Mill specifically addresses government expenditures on
human development. Nor does either provide theoretical explanations of how human
development can be achieved at steady levels of economic activity. However, central to
both of their claims for the continued pursuit of human development in a context of stable
levels of economic activity is a stabilised population. It should be noted that Daly and

Mill have weak understandings of human development compared to authors within the
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approach”. Both authors confuse happiness, satisfaction and human development, which
as Sen (1999) explains, are separate concepts. A person may be happy simply because
they have accepted their fate, this does not mean that improvements to their life can not
be made, nor that they do not desire them.

Despite their weak understanding of human development, Mill and Daly raise an
issue that has been neglected and needs to be addressed squarely by Human
Development: happiness. Happiness literature is growing, and many studies demonstrate
that expanded consumption brings individuals no closer to happiness (Schokkaert, 2007;
Booth, 2004; Myers, 2003; Etzioni, 2003; Schor, 2003). Is the expansion of choice
related to elusive happiness? (Gasper, 2002). This is an important question, for
unhappiness and dissatisfaction are certainly not components of human development!
The government of Bhutan articulately argues that the pursuit of human development
should coincide with increased happiness (2005)**. Sen’s explanation of the weaknesses
of happiness remain valid; however, it could be useful to count happiness, certainly at
higher levels of income, where material aspects of human development have been
accounted for. This would further encourage separating the benefits derived from levels
of economic activity from those generated through continued economic growth.

In addition to the theoretical interest in re-examining the role of economic growth

in the pursuit of human development, the environmental consequences of economic

% It should be noted that Mill was writing significantly before the emergence of the Human Development
framework and so a weak grasp of issues that have been hammered out since his writing is not surprising.
? It notes the differences between the differences in its use of the Gross National Happiness index and the
UNDP’s HDJ, but also notes how they overlap, and the importance of happiness. Scholars from Bhutan
argue that the difficulties in quantifying happiness do not annul the potential use in aiming for it (Thinley,
2004).
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growth further point in this direction. It is acknowledged by those within the Human
Development approach that even economic growth, which is good in terms of its
immediate human development contributions (to employment, or otherwise), can be
undesirable and ‘futureless’ as it destroys natural capital, making long term human
development impossible (UNDP, 1996). It has been noted by scholars in the Human
Development approach (as well as environmentalists) that the level of material
consumption of the North is running down the natural resource base and the carrying
capacity of the earth. The material consumption in the North can not be generalised to
the world (Haq, 2000). Economic growth is not desirable if it is growing into a society
similar to the North as this limits future human development.

Sustainability is in fact a key component of human development, introducing
intergenerational justice. Human development is about the enlargement of capabilities
and sustainable development is concerned with the permanent enlargement of capabilities
(Griffin & McKinley, 1994; Deneulin, 2009). Those in the Human Development field
are quick to establish that the two do not conflict and in fact must be linked. However,
the two bodies of literature have remained largely separate (Neumayer, 2010). Within
Human Development litefature the conceptualisation of what sustainable development is,
differs.”> To some, it means sustaining the total stock of capital (not necessarily natural
capital) (Anand & Sen, 2000b; Griffin & McKinley, 1994), to others, the preservation of
natural capital is important as a means to sustaining human life (Haq, 2000). The 1998

Human Development Report states the importance of reducing the natural resource

% In fact, many authors and institutions fluctuate between principles of strong and weak sustainability (see
Neumayer, 2010 for details).
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component of production and consumption. The underlying idea is that there is a need to
maintain a certain resource base. It also writes that industrialised countries need to go
beyend delinking natural resource use and production, and must embrace
dematerialisation. They need to decrease their use of natural resources as sources and
sinks (UNDP, 1998). This entails limits, at the very least, to the type of economic growth
pursued.

Haq (2000) argues that growth itself should not be questioned, but that for long
term human development, it must be different. This is in line with the human
development’s approach to economic growth over the past two decades: a certain type of
growth is a necessary, but not sufficient condition for the pursuit of human flourishing.
Indeed, this is restated most recently by Alkire (2010). To the extent that economic
growth is linked to the use of natural resources as sources and sinks, human development
should theoretically embrace the concept of limits to economic growth being conducive
to human flourishing. It was demonstrated in the first chapter that in fact, growth is
closely tied to the use of natural resources and thus is limited. As this becomes
increasingly obvious, the Human Development approach will find itself forced to make
distinctions between the benefits derived from economic growth and from levels of
economic activity. The first steps towards this transition are being hinted at: Alkire
visually places all of the components and facets of human development within a shared
planet, mimicking diagrams made by ecologists (described in the first chapter). She also
writes “Economics is poised to change. Within a decade it will be different. [...] [Human

development] can contribute to the current reformulation of economics” (2010: 67).
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Health, economic growth, individual income and government expenditures

The relationships that have been discussed between human development and levels of
economic activity and economic growth also play out when examining particular aspects
of material human development, such as health. In this section, the questions raised
throughout the chapter will be applied to health. There are a wide range of factors that
affect health that in some societies are mitigated by the government (to varying degrees)
and in others left to individuals (and markets): working conditions, housing, nutrition,
clean water, etc. (WHO, 2008). While it may strike the reader as an obvious assertion, it
is important to emphasise that health is a function of a multitude of inputs. Access to
curative health is only one of these. The World Health Organisation explains that social
determinants of health are mostly responsible for health inequities between countries and
defines them as “the conditions in which people are born, grow, live, work and age,
including the health system” (2010b).

Recognising the importance of social determinants of health makes the task of
identifying a separate relationship for health and economic growth more complex. We
will begin by reviewing studies that have attempted to do so. Then, using the current
knowledge of the contributions of both individual and government expenditures, we will
reflect on the possibility of pursuing health within limited levels of economic activity.
Both are widely agreed to have an important role in generating good health outcomes
(Hopkins, 2006). The role of the government is justified in part by the public good nature

of some elements of healthcare, such as the eradication of infectious disease. Other
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economic justifications include frequent market failures in providing optimal health, due

| to uncertainty (WHO, 2008; World Bank, 2004). Individuals play an important role in
deciding health outcomes as well: one can think of the decision to smoke, or to engage in
physical exercise.

It is important to recall that in the very basis of the Human Development
approach, authors refute an automatic connection between economic growth (or levels of
economic activity) and human development, and often employ health statistics to prove
their point (Deneulin & Shahani, 2009). This contrast has been well demonstrated in
various Human Development Reports. It is in this spirit that Sen writes that societies do
not need to be wealthy to be healthy (1999). The same conclusion is drawn by the World
Health Organisation (2008). Kerala and Cuba are textbook examples of this possibility.

Despite this observation, the Human Development approach does not discard the
use of economic activity in relation to health. They admit a tendency for richer societies
to be healthier, thus allowing for a broad relationship between economic development
and health (Sen, 2001; Anand & Ravallion, 1993). Haddad et al. demonstrate that income
growth in low-income countries is associated with a reduction in malnutrition rates
(2003). Likewise, in a study of 42 developing countries conducted by Boyle et al. it is
found that economic development is an important factor in explaining the health
differences (2006). In a cross sectional study of 65 countries, the World Bank found that
child mortality falls faster where per capita income is growing rapidly (1993). A decade
later the Bank demonstrated, again in a cross sectional study, that higher levels of GDP

are strongly correlated with lower levels of infant mortality across countries (World
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Bank, 2004). It can be observed that this conclusion about the relatioﬁship between
economic growth and health relies ‘on cross sectional studies. Indeed, longitudinal studies
paint a more varied picture. Ghai rejects any connection between rates of growth and
health, pointing to three decades of low growth and good health in Cuba and to poor
human development during the higher growth rates of the 1960s in Kerala (2000).%°

A central weakness with cross-sectional studies is that they do not demonstrate
causality. Cross sectional studies leave the nature of the relationship to speculation:
possibly the economic growth led to the health, the health led to the economic growth,
exogenous variables are at play, or some combination of these factors offers the real
explanation. Human development scholars will often opt for the last option — the
relationship between health and economic activity is a mutually reinforcing one which is
affected by exogenous variables.

While the majority of the literature points to a positive relationship between
economic growth and health, this relationship is limited. There is a significant body of
literature that shows that while at low income levels of economic production, growth has
the potential to increase health, at high levels of economic production, this relationship
disintegrates and even reverses (Egger, 2009; Granados & Ionides, 2008). These
observations were all in Northern countries, and trace the weakening relationship to the

mid twentieth century. The studies do not claim to have found a universal level of

26 Ghai does note however that health in Cuba suffered negative consequences from the massive recession
in the 1990s. Moreover, he admits that the observation in Kerala could be due to a time lag, where the
benefits (and harm) of different economic activity only come into effect later. This will be examined in
greater detail in later chapters. Both statements show that the relationship between economic activity and
health is not simple. Yet, Ghai does not change his assertion that they are unrelated. Such an assertion
misses nuances, just as the opposite assertion that economic activity automatically leads to health does. It
appears (to this author at any rate) that economic activity car have an impact on health.
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diminishing returns to economic growth, but note its existence. Others note that at any
level of production, economic growth has the potential to have negative effects on health
(Szreter, 1997).

In a frequently cited study, Anand & Ravallion (1993) found that the positive
correlation between life expectancy and affluence across countries disappears when
public health spending and poverty reduction are controlled for. Haddad et al. make a
similar observation, noting the less than perfect correlation between national income and
health is due to public action (2003). Before scrutinising the ways in which governments
can contribute to health, the possible benefits derived from individual incomes will be
examined.

In relation to the possible health benefits derived from increases in personal
income, the evidence is clear. The World Health Organisation (WHO), notes that in
countries across all income levels, health and illness follow a social gradient: the lower
the socioeconomic position of the individual, the worse his/her health (2008). This is a
self perpetuating relationship, where poor people are unable to invest in good health
(nutrition, clean water, care during illness, etc) and their poor health puts them at a
disadvantage when attempting to increase their income (decreased productivity when
working, absenteeism due to illness, etc) (World Bank, 2004; Gupta & Mitra, 2004).
When individuals’ incomes increase, their health does as well, as a result of their
increased ability to purchase goods and services related to health (Spiegel & Yassi,

2004). However, the relationship has limits. Pritchett & Summers find that only 40% of
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the mortality improvements in their study could be explained by the income growth rate
(1996, in Bloom and Canning, 2003).

As observed with humén development, after a certain point increases in income
have diminishing beneficial returns to health (Egger, 2009; Boyle et al., 2006; Bhargava
et al., 2001). Preston (1976) reported that per capita incomes greater than $US 600 had
little impact on health (in Bhargava et al., 2001). Again, the exact income level at which
diminishing returns begin is unclear. The World Bank for instance writes that it is $US11
000 (Hopkins, 2006). While this is a significant difference, it is important to note that the
institution agrees conceptually with the idea that past a certain income level, income
ceases to be an important determinant of further health. |

Preston’s study points in an interesting direction, suggesting that it is extreme
poverty that plays a detrimental role in health. This idea is supported by others, who
assert poverty is causally related to poor health (Subramantan ez al., 2002). Boyle et al.
assert that poverty is an important determinant of mortality and poor health in all
countries, demonstrating that to increase child health systematically, it is important to
tackle poverty (through social programs and economic development) (2006). There is a
tendency for authors to omit a distinction between different types of poverty. Ghai (2000)
enriches the discussion by contending that income poverty is in fact not related to health,
but that poverty, as conceived by the Human Poverty Index (HPI), is. The HPI takes into
account social services and income available to the ‘poor’. Graham (2001) argues that to

obtain good health, individuals’ life circumstances need to be addressed, recognising that
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income poverty is only part of the problem. Education, working, environmental and
housing conditions (all social determinants of health) are also part of the picture.

It flows naturally from the assertion that absolute income poverty is detrimental to
health, that more equal societies are healthier, as this tends to reduce the number of
people in absolute poverty.27 In addition, if there are diminishing returns of income to
health, a dollar spent by a poorer person will contribute more to their health than the
same dollar being spent by a richer person. The distribution of income within a country
is a powerful determinant of the country’s overall health (Boyle et al., 2006;
Subramanian et al., 2002; Keating, 1999). This is supported with data from Cuba, where
the reduction of disparity is positively correlated with better health outcomes (Whiteford
& Branch, 2008).

Evidently, appropriate government spending in health can reduce differences in
health related to income. It is argued, in the same vein as with government expenditures
relating to human development in general, that they can not continue in prolonged
periods of low growth (Fic & Ghate, 2005; Gupta & Mitra, 2004). However, a number of
studies find that health expenditures by the government contribute little or statistically
insignificantly to health status. Others find a positive relationship. This indicates the
importance of the effectiveness of the expenditure (Baldacci et al., 2008). It is not the
absolute amount of goVernment expenditures on health which is most important in

determining health outcomes, but rather the nature of the investment. In fact in many

%" Thus, government intervention in non-health sectors has a generally progressive social impact on health.
However, it should be noted that these expenditures and also those in education or infrastructure for
instance, which have direct impacts on health, are not formally part of health expenditures. This implies a
systematic underestimation of the costs of health. This discrepancy in calculation happens in all countries
because of the positive externalities that certain investments have on health.
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developing countries, health expenditures are found to benefit the rich more than the poor
(Gwatkin, 2001). This demoﬁstrates that merely increasing government health-related
'expenditures will do little to change health outcomes (World Bank, 2004; WHO, 2000;
WHO, 2009).

It has long been established what ‘good’ government expenditures in health are. A
health system based on primary and preventative health care, with particular attention to
nutrition, water supply, sanitation, maternal and‘ child health care, immunisation,
prevention and control of endemic disease, treatment of common diseases and injuries,
provision of essential drugs, widespread use of oral rehydration therapy and health
education is highly effective at improving health and is also inexpensive (Alma Ata
Declaration, 1978; UNICEF & WHQ, 1975; Schofield, 1988; Griffin & McKinley,

1994). In fact, Hagq asserts that developing countries do not need to increase their
government expenditures at all, but merely re-orient them (2000). This lessens the
importance of economic growth, as government revenues do not need to be expanded.
Fryatt estimated that essential health interventions with large returns on health cost an
average of $US 39 per capita, per year (2010). One of the reasons health can be pursued
at low cost in poor countries is that it costs less. Primary healthcare is labour-intensive
and labour in a low income country is relatively cheap (Sen, 2001; Haq, 2000). An
equally important reason is that preventative medicine is significantly cheaper than
curative medicine, and can significantly reduce the need for the latter (Whiteford &

Branch, 2008).
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The evidence points to limitations of economic growth in its ability to contribute
to the pursuit of human flourishing through health. Both individual income and quality
government expenditures eventually have diminishing returns on their ability to procure
health. It appears that societies that eliminate poverty (not just income poverty) and
become more equal can attain health at relatively low costs. Well-oriented public
intervention in health has long been known to be inexpensive, yet highly effective. These
findings suggest that health does not require unlimited economic growth, as measured by
per capita GDP. Despite this, it is widely agreed that continued economic growth is
desirable and will (somehow) help to bring about a healthy population (WHO, 2008;
World Bank, 2004; Egger, 2009; Szreter, 1997). Sen writes that support-led development
— that is, health at low levels of economic activity, driven by government investments — is

possible, but that growth-led development is more desirable (2001).

Costs associated with improved health

The previous section was limited to a discussion of the relationship between improving
health and economic growth and activity, often starting at a low health base, which is
typical in a developing world context. However, it is well recognised that improvements
in the overall health in a population are related to a demographic transition, which in turn
has the potential to affect the cost of health. It may also have an effect on the ability to
pursue health at stable levels of economic activity and as such deserves attention. In this
final section the nature of the demographic transition and its link to aging populations

will be explained. This is followed by a reflection upon the effect of aging populations
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and lifestyle diseases on the cost of health care and the subsequent ability to pursue
health at stable levels of economic activity.

The historically observed demographic transition has three stages: It starts with
high birth rates and high death rates that result with stable or low population growth. In
the second stage, improvements in health (due to better nutrition, public health measures,
etc.) lead to decreases in death rates, while there is no change in the birth rate. This
results in a sharply increased rate of population growth. The final stage of the
demographic transition occurs when there is a decrease in birth rates, which converge
with lower death rates. This brings population growth to a standstill (Todaro & Smith,
2006). The demographic transition that ends with low fertility and mortality rates is thus
the direct result of improved health in a population.

In the final stage of the demographic transition, population aging occurs.
Population aging refers to the change in the proportion of elderly (those aged 60+) in a
population. This is mostly due to decreased fertility, not increased life expectancy. In
fact, when life expectancy is initially increased there is a rejuvenation of the population®,
However, the demographic transition indicates that increased life expectancy (and better
health) is eventually related to decreased fertility rates, and thus population aging
(Gondar & Negrin, 2000).

Changes in the structure of a population may change the costs associated with
health. It seems evident that an aging population will increase the demand for healthcare.
It is common to assume that the elderly have greater health expenses, related to the onset

of chronic illnesses and deteriorating diseases (Donate-Armada, 2001). Longer life spans

2Life expectancy increases are often the result in improvements in the infant mortality rate.
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increase the probability that new (and costly) diseases occur (Gandjour, 2009). However,
on a global scale there is mounting evidence that the elderly are healthier than before.
The term ‘compression of morbidity’ is used to describe the phenomenon of increasing
length of healthy old age (Bloom et al., 2010). In other words, the average 65 year old
fifty years ago was less healthy than the average 65 year old today. As a result the health
costs associated with an aging population are not constant. The standard approach to
assessing the change in cost associated with an aging population is to assume that age-
specific behaviour is constant and then examine the changes in the relative sizes of
various age groups. This however is misleading due to improved morbidity and changes
in behaviour (ie change in retirement age).

- Zweifel et al. (1999) find that age has a limited impact on healthcare expenditure.
Their results show that per capita healthcare expenditures are independent of population
aging. For individuals over 65 years at the time of death, individual healthcare
expenditures are the same for the last two years of life. Indeed, the researchers find that
closeness to death (not an aging population) impacts healthcare expenditures. Their study
has since been criticised on methodological grounds. Nonetheless, proximity to death is
now recognised as having larger effects on the cost of healthcare than age (Weaver et al.,
2009; Gandjour, 2009; Dormont et al., 2006; Seshamani & Gray, 2004). For instance,
Weaver et al. (2009) find that while age may significantly affect the cost of healthcare, it
would take more than ten years to get an age effect comparable to the effect of entering

the last two years of life.
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Bloom et al. (2010) argue that an aging population is not necessarily as
intolerable a stress on society as is commonly forecasted.”” Dormont ez al. (2006) study
the increase in per capita health expenditures that is observed in many countries with
aging populations and demonstrate with data from France that the upward drift in
expenditure is mainly due to the supply side (technology, pharmaceuticals), not demand
(aging population).

The costs associated with lifestyle diseases are often lumped together the cost of

" an aging population. Lifestyle diseases are not however directly related to the aging
population phenomenon. Lifestyle diseases are on the rise even in countries with
relatively young populations and rapid population growth rates. These present additional
burdens to the healthcare system. It should be noted that different diseases have different
costs. Cardiovascular disease for instance demands care using expensive technology, but
because it often results in a quick death it is less of a burden than lung cancer, which also
demands expensive technology but is generally over a longer period of time. There is
scope for a preventative (and less costly) approach to lifestyle diseases (Van Baal et al.,
2010).

This section serves to highlight that new challenges arise in public health policy
that are the direct result of previous improvements. An aging population and the rise of
lifestyle disease can affect the cost of per capita health and thus can influence the ability
of pursuing health at stable levels of economic activity. Both point to eventually

diminishing returns in health outcomes per dollar spent on health. However, it is clear

% Increased health costs are only part of the predicted burden for a society. Social security and the size of
the labour force are two that receive much more attention. Bloom et al. argue that even these can be
mitigated by good policy (2010).
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that significantly extending life expectancies can occur with few resources and could
potentially be achieved at stable levels of economic activity (as was demonstrated in the
previous section).

Predictions of population demographics themselves are subject to error and
consequently predictions about the costs associated with an aging population are also
very difficult. The jury is still out on what the global effect of an aging population on
health expenditures is. It is likely that the effect is subject to change depending on many
variables, not least of which is public policy. Moreover, health expenditures are affected
by the time to death but they in turn affect the time to death, by prolonging life
(Seshamani & Gray, 2004). In chapters 4 and 5, we will return to this discussion with

evidence from Cuba and Kerala.

Conclusion

The Human Development approach does not separate itself completely from economic
growth. It is careful to establish conditions for good growth and then examines the links
between growth and human development. The possible contributions of economic growth
through household and government expenditures are clear. The evidence that for
individuals, past a certain level of income there are diminishing returns to these benefits,
is well established. Conclusions about levels of government expenditure needed to pursue
human development are more tenuous. Generally academics in the field are reluctant to
engage ‘even in the exploration of human development at stabilised levels of income per

capita. The examination of the benefits that economic growth can bring to health, further
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serves as a justification to examine benefits of levelled off economic activity (in per
capita terms), as the evidence points to unlimited economic growth ceasing to be
beneficial and even being detrimental to the health of a population, past a certain point.
Aging populations (indirectly resulting from health improvements) may however lead to
increasing health costs and may affect the ability to pursue health at stable levels of
economic activity.

The acceptance that economic growth can inhibit future human flourishing by
degrading natural resources and that economic growth as practiced by the North can not
be the means to human development may provide the stimulus for Human Development
scholars to separate the distinct implications of various levels of economic activity and
economic growth for the expansion of human flourishing. In the following chapters the
analysis will focus on the government’s ability to maintain human development

expenditures, specifically in health, in the aim of addressing this gap.
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Chapter 3:

Human development regimes in Cuba and Kerala:

Investments in social determinants of health

The previous chapter established a basic framework to guide the analysis of the ability of
governments to sustain human development expenditures, particularly in the area of
health. Before proceeding to an analysis of health expenditures in the cases of Cuba and
Kerala, this chapter will discuss other developments in the human development regimes
in these two societies that contribute to health. The aim here is not to establish how or
why these regimes came about but to provide a context for our analysis of health
expenditures, and our thesis argument.*® The importance of this analysis, and its
relevance for our thesis, derives from the findings reviewed in the previous chapter,
namely, that 1) poverty reduction greatly impacts health outcomes; 2) more equal
societies tend to be healthier societies; and 3) many factors influence health that are not
counted as health expenditures (i.e. housing, water infrastructure, working conditions,
education, etc). It would be a mistake to analyse changes in the social condition of health
in Cuba and Kerala without giving consideration to the larger human development efforts
by the state, as these made non-health investments with direct and indirect impact on

health and have contributed to poverty reduction efforts and redistributive measures.

30 The author does not claim that this is the only way human development regimes can take place, or that
human development can be achieved. It is, however, a way. As such it deserves our attention.
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Cuba and Kerala are often praised for their relative success in achieving human
development outcomes and as such kindle much academic interest. Both are featured as
case studies in Development with a Human Face (2000) and Social Development and
Public Policy (2000), and are invariably profiled in diverse publications about human
development. Starting with the successful revolution in Cuba in 1959 and the election of
a Communist government in Kerala in 1957, both governments pursued policies aimed at
human development, even though as a conceptual framework Human Development had
not yet come into being. Both societies moved away from their previous high levels of
inequality and poverty at an exceptionally rapid pace.

Given the fluidity of human development, pursuing it is not a matter of following
a checklist or adopting an infamous ‘cookie cutter’ approach. However, if state action is
dedicated to the general expansion of capabilities, it can be considered to be a human
development regime — a state focused on human development (Mehrotra, 2000a). There
are some aspects of human development that when pursued by a state are recognised as
being highly influential in bringing about human development. Measures that increase
health, education, social security and employment opportunities all contribute to the
expansion of human development, as they contribute to the formation of capabilities and
the ability to put them to use. Minimally, capability is “the basic capacity to avoid
ignorance, undernutrition, disease, and early mortality and lead a fuller, longer life and be
able to participate in decision-making in the community” (Mehrotra, 2000a: 21). Another

important component of human development is agency, and while not expanded on here,
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in both Cuba and Kerala people exerted their agency and were essential in the founding
and continuity of the new political systems through their participation.

While Kerala and Cuba have actively pursued policies that have human
development outcomes, the reader should neither assume that all aspects of human
development have been pursued simultaneously, nor that all citizens have benefited
equally from these reforms.

This chapter will begin by tracing a brief history of Cuba leading up to the
revolution. This is followed by an analysis of the mandate of the revolutionary
government as it relates to land, housing, employment and education, in addition to other
relevant changes. A similar analysis will be carried out for Kerala, tracing a brief history
and then the priorities adopted by the (changing) state government, focussing on land,
food distribution and education. Finally, the similar equalising nature of the reforms in
Cuba and Kerala and their implications on health will be discussed. While the
governments of Cuba and Kerala have both continued equalising measures over the
years, the focus of this chapter will be on the first tw§ decades of change (the 1960s and

1970s).

Cuba: The revolution as a Human Development project

In 1902 Cuba formally became an independent country from Spain. However, the United
States secured the formal ability to intervene in Cuba with the Platt Amendment, which
was valid until 1933. For twenty one years starting in 1937, General Batista controlled

Cuba with the support of the United States (Goicoechea-Balbona & Conill-Mendoza,
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2000). In 1959, a new government headed by Fidel Castro took office, following the
Cuban Revolution.

Before the Revolution, Cuba had similar levels of inequality with neighbouring
countries in South and Central America. There were considerable differences in the
wealth and welfare of the Cuban population. The economy was based on the export of
sugar. In 1958, owners of 22 large estates controlled 70% of the area in sugar and 20%
of the country’s 9 million hectares in agriculture. Thirteen of these estates were owned
by Americans or corporations. More than 70% of all land in farms was controlled by 8%
of the landowners, and two thirds of the agricultural workers were landless (Barraclough,
2000). The poorest 40% of the population had about 0.066% of the national income. Only
60% of the labour force had old age and disability pension, and there was no health
insurance or unemployment compensation (Cole, 1998).

Barraclough (2000) reports that in 1958, the government spent approximately
10% of its budget on health and education respectively. It is important to recall the
discussion in the previous chapter about the nature of expenditures. While it is true that
Cuba had a fairly well developed health and education system, it is important to note that
access to these was reserved for a class of privileged citizens. While primary schooling
was theoretically free and mandatory since Cuba’s independence from Spain, low income
rural children had little (or no) access to them (Barraclough, 2000). As a result, in 1953,
the enrolment ratio in primary schools was 58%, in secondary schools 19% and in
universities 5.5%. These ratios were higher that the regional average. The under five

mortality rate was also better than the regional average (87 versus 157 deaths per 1000
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live births) (Mehrotra, 2000b). However, there were still significant differences in access
to health and education facilities in Cuba. Malnutrition and poverty were rampant.
Differences between rural and urban areas were substantial. |

The revolution in 1959 changed the country’s development priorities. These
became national autonomy, poverty alleviation and a more egalitarian access to basic
goods and services for all Cubans (Barraclough, 2000). Castro described this new
orientation in his famous speech History will absolve me in 1953:

The problem of the land, the problem of industrialisation, the problem of housing,

the problem of unemployment, the problem of education and the problem of

people’s health: these are the six problems we would take immediate steps to

solve (Castro, 1953: 27).

Indeed, the new government immediately took action in these areas. These, in
addition to other reforms, will be discussed in the following paragraphs. The discussion
of reforms in health however will be left for Chapter 4. In 1962 35.7% of the
government expenditures were allocated to social services such as education, health,
housing, social security, sports and recreation. This indicator has consistently remained
above 30% (Vazquez & Valdes, 2007). Data on social services (and the breakdown
within social services) is not readily available in Cuba until 1978, when the national
budget was reintroduced. Mesa-Lago reports that the budget allocated to social services
decreased to 32.7% in 1965 and that while data is unavailable, it is likely that
;‘expenditures to social services gradually declined during the frugality of the second half
of the 1960s and recuperated with the economic boom in the first half of the 1970s”
(1981: 164). Thus a similar proportion was allocated to social services in 1978 (32.8%) as

in 1965 (Mesa-Lago, 1981). Despite the lack of information for a decade, all sources
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agree that public resources dedicated to education, health and social security increased
dramatically after the revolution, benefiting the majority of the Cuban population (i.e.
Barraclough, 2000; Saney, 2004; Vazquez & Valdes, 2007). Cuba’s Gini coefficient
dropped from 0.57 in 1958 to 0.28 a mere four years after the revolution (Ranis &
Kosack, 2004).

In 1959-1960, the first Act of Agrarian reform was passed. This reduced rent in
urban areas by fifty percent, put ceilings on the legal size of landholdings and granted
share—croppers, tenant farmers and landless labourers legal title to the land they tilled
(Vazquez & Valdes, 2007; Cole, 1998). The first land reform expropriated estates that
were larger than 403 hectares. This was followed by a more radical land reform in 1963,
which expropriated estates that exceeded 67 hectares in area (Barraclough, 2000). The
reforms were thoroughly implemented, resulting in more than 110 000 people gaining
land titles (Saney, 2004). The majority of the land however, was transferred to peasants
through cooperatives, which were shortly after converted to state farms. By 1968, when
most of the economy had been collectivised and was owned and run by the state, still
30% of all agricultural land was owned and operated by small farmers. By the early
1990s, this decreased to just over 20% (Barraclough, 2000).

In 1959, rent was reduced by 30-50% in urban areas, relieving workers from a
burden that previously consumed roughly half of their earnings. This was followed by an
Urban Reform Law that aimed to change tenants into homeowners through a slow
purchasing process, and to build new houses. Rent on new housing was initially set at 6%

of total family income and this increased to 10%. However, the retired and ill pay 8
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pesos per month, and families with monthly per capita incomes below 25 pesos do not
pay rent. By 1972, three quarters of Cuban homes were lived in by their owners and only
eight percent were paying rent (the remainder were either excluded from paying rent or in
the process of buying their housing) (Saney, 2004; Stewart, 2006; Mesa-Lago, 1981). The
worst shanty towns were eradicated, and residents were relocated to better housing. The
first effort started in 1960 and residents were relocated to communities of 100 to 150
dwellings that had facilities (including schools and health clinics). In the 1970s micro
brigades built 100 000 new homes. However, the problem of overcrowding was not fully
addressed even by these measures (Vazquez & Valdes, 2007). Despite the ongoing
difficulties in housing, there was nearly universal access to minimally adequate shelter
(Barraclough, 2000).

The new government also took action to increase social security, ensuring the
protection of all workers and their families in situations of disease, maternity, work
accidents, old age and death. In addition to this, the government also pursued a policy of
full employment. This succeeded in decreasing unemployment from 12.5 % in 1958 to
9% in 1962 and 1.3% by 1970 (Vazquez & Valdes, 2007). In addition to guaranteeing
employment, the government established better working conditions. The minimum wages
in agriculture, industry and commerce all increased (Saney, 2004).

Reforms in education ensured universal access and improved quality for all
Cubans. Within a decade, illiteracy was halved (Baraclough, 2000). Education was
established as a free right under the responsibility of the state from kindergarten to

university. In 1961 education was nationalised (Vazquez & Valdes, 2007). Also in 1961
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a massive nine month literacy campaign was carried out. Over 100 000 volunteers were
mobilised to teach approximately 700 000 illiterate adults basic literacy skills. When the
literacy program campaign ended, programs were launched to elevate the people’s
education level through night schools conducted in various settings (Mehrotra, 2000b).
Community members also made efforts to encourage the enrolment of children in
primary schools and to identify illiterate adults (Barraclough, 2000). In 1958, 700 000
children were enrolled in school. One year after the Revolution, this had increased to one
million. By 1975, there were 1.8 million children enrolled in primary school (Mehrotra,
2000b). In the 1970s the minimum level of education for the whole population was raised
to the sixth and then the ninth grade (Vazquez & Valdes, 2007). By the 1980s, secondary
education was nearly universal. Access to education in rural areas was given special
attention. In 1958, there were 7,500 primary schools in the entire country, which were
disproportionately concentrated in urban areas, and none of the secondary schools were
located in rural areas. By 1975, there were 13,000 primary schools in rural areas, with an
additional 2,800 schools in urban areas. Secondary schools were built in the countryside
(Mehrotra, 2000b). Researchers from the University of Havana estimate that public per
capita expenditures on education increased from 3 pesos per annum in 1959 to 99 pesos
in 1989 (Barraclough, 2000).

A rationing system was put in place in 1961 and generalised in 1962. Ration
shops were established in every rural and urban neighbourhood, ensuring that every
Cuban had access to a ‘minimally nutritious diet at very low fixed prices’ (Barraclough,

2000, 250). While the availability of some rations did vary in relation to general food
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availability, the basic minimum was supposed to be available at all times. Children,
pregnant women, the ill and elderly receive supplementary rations. Moreover, meals are
served in cafeterias in schools and also at some workplaces (Barraclough, 2000).
Nutrition in 1967 had already improved significantly compared with data from a decade
earlier (Mehrotra, 2000b).

In addition to more fairly priced food and necessities (soap, cooking oil, etc) in
ration shops, prices of other essential commodities were reduced in the early 1960s. For
instance, pharmaceutical prices were reduced by 15-20% and the price of electricity
dropped by 30% (Saney, 2000). Local phone calls and water charges were eliminated
until 1973, when they were made available at low cost (Matthews, 1975).

Recognising access to clean water and sanitary facilities as being important
aspects of public health, the government also made efforts on both of these fronts. In
Havana efforts had been started earlier in the century by a joint American-Cuban venture.
As a result, rural areas were the target for most of the installations of piped water and
sanitation facilities that were pursued by the government (Brenner et al., 2008; Mehrotra,
2000b). According to the 1981 census, half of all homes in Cuba had indoor plumbing
(most of them in urban areas) (Mehrotra, 2000b). By the mid-1980s, more than 80% of
the population had access to clean water and had acceptable sanitary facilities
(Barraclough, 2000; Mehrotra, 2000b).

The dedication of the government in pursuing equalising policies played out in
policies for the entire population, such as those discussed above, but also in targeting

particular social groups. From the very beginning, the revolution targeted women and
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children. Several sections of the Cuban constitution refer explicitly to gender equality.
The infringement of the right to equal treatment is considered a criminal offence
(Mehrotra, 2000a). In 1960, the Federacion de Mujeres Cubanas was founded. This
worked to promote women and women’s priorities and concerns. The Federation grew
from 400 000 members in 1962 to 3.2 million in 1990, and has influenced decision-
making at all levels of society (Mehrotra, 2000b). It promoted equal employment
opportunities, maternity leave, and day care centers among other things. The Mother-
Child Health Program is an example of how the government targeted women and
children in particular (details will be discussed in the next chapter). The prioritisation of
children can be seen in the 1960s and 1970s through the building of day care centres, the
training of primary sch001 teachers and the implementation of vaccination campaigns.
Today the government is particularly attentive to the needs of children, youth, women
and the elderly, and has more than 100 programs targeting particular social groups

(Dominguez, 2009).

Kerala: A policy framework for human development

India gained its independence from Great Britain in 1948. Kerala became governed as an
Indian state in 1956, with the integration of Malabar with Travancore and Cochin under
the Indian States Reorganisation Act. Kerala is a geographically small, densely
populated, predominantly rural state in south western India, bordering the Arabian Sea

(Parayil, 1996).
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Kerala is one of twenty-eight states belonging to the federal republic of India. Its
position within the Indian context merits a brief explanation of State-Center relations.
State governments in India have the right to levy certain taxes and also have the right to
share the proceeds of central taxes. The Constitution recognises that assigned sources of
revenue are inadequate to meet the expenditure responsibilities of the state government
and provides a mechanism to transfer funds from the centre to the state. Generally, in
central-state transfers, poorer states receive more substantial transfers. Initially, this
worked to Kerala’s advantage, as it used to be among the income-poor states. The state
governments also have the right to raise loans and have various rights, responsibilities
and duties in respect to planning and economic development (Rao, 2000; Sathyamurthy,
1985).

Every Indian state has a Governor, and this position has evolved as an
administrative head of a state government, representing the centrai government, who is
able to intervene on specific matters. When the central government changes, it has the
power to change Governors as well. The Governor is a powerful tool for the central
government to intervene in state politics and policies (Sathyamurthy, 1985). In Kerala,
democratically elected state governments historically encounteréd difficulties passing
legislation that the central government was ideologically opposed to, due to interventions
by the Governor (examples of this will follow). However, for the most part, the state
government of Kerala has been able to pursue development policies of its choice, and

these will be examined below.

80



It is difficult to describe social conditions for Kerala as a whole before it was
formed, as there were significant regional variations, that arose precisely because it was
not governed as one political entity. Until 1949, Travancore and Cochin had also been
separately governed entities. In Travancore and Cochin, benevolent princely states had
pursued some social development policies. Significant efforts were made in Travancore
to spread education and literacy. Free and universal education was an objéctive of public
policy. However, at the end of the nineteenth century, less than 25% of the men and 5%
of the women were literate (Ramachandran, 2000). Tenancy and landlordism were
virtually abolished through a slow process of reform led by the state (Varghese, 1970)..
Malabar on the other hand, was under direct rule of the British for a long time and its
health, education and other social indicators resembled the rest of India in the mid 1950s
(Krishnan, 2000). In Malabar, land distribution was highly unequal and was a matter of
considerable dispute, fostering a great deal of political mobilisation. This met with little
success, despite the implementation of the Tenancy Act in 1930 and repeated
amendments and revisions made to it. Landlords successfully managed to find loopholes
in legislation to continue to act in their own self-interest at the expense of their tenants
and the agricultural labourers (Rahakrishannan, 1989).

In 1957 the first elections were held in Kerala and the communist party’' gained

power. Since then, regular elections have been held with different coalitions rotating in

3! The Communist Party split from the Kerala Congress Socialist Party in 1940. It further split into the
Communist Party of India (CPI) and the Communist Party of India (Marxist) (CPI(M)) in 1964.
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and out of office®>. While the communist party has never held office for more than two
consecutive terms, the state government has always vigorously pursued human
development (Sandbrook et al., 2007; Panikar, 1979).

The newly elected communist party proposed a comprehensive Kerala Agrarian
Relations Bill (KARB) by the end of 1957 to address the pressing land issue. The land
owners were vehemently opposed to the bill. When it was passed in 1959, they led fifty
days of opposition, which resulted in the dismissal of the ministry and the imposition of
the President’s rule in Kerala by the central Indian government. In 1967, the CPI (M)-led
Union Front was elected to power and by 1969, they successfully restored all the major
KARB provisions. The Union Front disintegrated; however, a new coalition was formed
and although it too fell apart, it was able to remain in office long enough to successfully
implement the Kerala Land Reform Amendment Act (KLRAA). The KLRAA had three
main clauses: 1) ownership rights of the tenanted lands to the cultivating tenants; 2)
optional rights to occupants of homesteads to purchase homesteads and; 3) ceiling on
holdings, the surplus to be distributed to the landless and land-poor (Radhakrishnan,
1989). The state also provided material and technical support to farmers. State agencies
invested in irrigétion, co-operative credit and various other subsidies, as part of their
support for farmers (Tornquist, 2000; Raj & Tharakan, 1983; Korup, 1988). There was a
drastic reduction in the number of landless households, from 57% of the population in
1966 to 14% in 1982. However, this figure can be somewhat misleading, as

approximately three quarters of the newly landed households owned less than half an acre

32 There are many parties in Kerala and in order to form a government, historically coalition governments
have been formed. These have been led by either the Indian National Congress or by the Communist Party
of India (Marxist) (Government of Kerala, 2006).
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of land (Radhakrishnan, 1989). Moreover, plantations were excluded from the
redistributive land reform. Eight percent of holdings were over five acres (an average of
approximately eleven acres) and represented 49% of total land. Most of the very large
holdings were plantations (Herring, 1983). Thus a significant portion of the land was not
subjected to redistribution.

The majority of large land holdings prior to the KLRAA was land that was leased.
As aresult, most of the redistributed went to tenants. The second and third components of
the land reform addressed the needs of the landless labourers. Landless labourers were
entitled to purchase their homestead at 25% of the market value, half of which would be
paid by the government and the other half paid by the worker over 12 annual instalments
(Herring, 1983). Homesteads are not much larger than the surface area occupied by the
house. The third component was designed to increase landless labourers’ land. However,
the land ceiling was set at a relatively high level considering the land pressure. A single
adult was permitted to own 5 acres and there was a maximum of 20 acres for a large
family. In practice, the landlords had time to evade much of the redistribution. They
could underreport the land that they owned, but also had enough time to redistribute the
land among their family and friends, in order to comply with the ceiling, without actually
losing the land. This final redistribution to the landless has been heavily criticised on its
failure to be meaningfully implemented (Herring, 1983; Radhakrishnan, 1989; Varghese,
1970; Omvedt, 2006).

Thus, despite the significant redistribution of land, agricultural wage labour

continued. Mobilised workers were able to secure increased wages and better working
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conditions (Parayil, 1996). Alexander (1980) reports that between 1964 and 1969, the
real wage of agricultural labourers increased by more than 65% and the money wage
increased by 140%. Pensions were given to aged agricultural workers (Nair, 1994).
Duvvury (1994) lists 25 welfare programs (17 of which bégan in the 1980s), including
schemes targeting agﬁcultural workers, toddy tappers, head-load workers, artisans,
fisherpeople, cashew workers, coir workers, handloom workers, construction workers and
also pension plans for handicapped and unemployed persons. Other welfare measures
include financial assistance to widows for the marriage of their daughters, to patients
suffering from tuberculosis, leprosy and cancer, to permanently disabled people, to the
unemployed and to women desiring to start microenterprises (Nair, 1994).

The One Lakh Houses Scheme® was implemented as a follow-up to the KLRAA,
designed to provide permanent dwellings for landless agricultural labourers who had not
received homesteads. Roughly half of the construction costs were subsidised by the state,
with voluntary donations and contributions from the recipient completing the cost. The
housing project also had important employment-generating outcomes, serving partially as
a public works program (UN, 1975). Nair (1994) reports that the number of houses
increased at a faster pace than the population did. By 1988, 57 000 dwellings had been
built under this program (Franke & Chasin, 1994). In addition to the important subsidies
that the state provided to housing creation, there were also attempts to improve the
housing conditions of low income groups. Tens of thousands of low income families had
houses improved under various schemes by the state. The government invested in water

supply systems (WHO, 1984). The state also dedicated itself to the sanitary disposal of

33 Lakh means 100 000.
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human waste (Franke & Chasin, 1994). While this did feature as part of the state’s
intervention, it was less significant compared to other interventions (Mehrotra, 2000c).
Unsafe water and unsanitary disposal of human excrement continue to impact morbidity
in Kerala (Panikar, 1999; Sibbons, 1992).

The Keralan state prioritised education and drafted the first Education Bill in 1957
(Lieten, 2002b). It ensured geographic, economic and social access to education.
Schools were built within walking distance of homes, fees were eliminated and members
of all social groups (regardless of income, gender or caste) were welcomed in the
institutions (UN, 1975). In 1957 middle schools were made free and in the 1960s
secondary schools also became free of charge. Enrolment rates are high in Kerala and
since 1961 have been roughly equal for both boys and girls aged 6-11 (Krishnan, 2000).
The number of public schools doubled in one decade. The number of pupils enrolled in
primary schools also doubled in the first decade and in secondary schools it tripled
(Lieten, 2002b). On average the government allocated 40% of its budget in the 1960s and
1970s to education. The expenditure was geared particularly towards primary education,
with special attention given to Malabar and students from scheduled castes and scheduled
tribes (Nair, 1994). A literacy campaign, involving about 400 000 volunteers, was
carried out in the 1960s to accompany the renewed emphasis on education (Krishnan,
2000).

Ration shops in Kerala provide rice, flour, cooking oil and kerosene at about half
the market price. Ration shops are well distributed in Kerala and widely used. Food

purchases from the public distribution system (PDS) in Kerala account for roughly 50%
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of total rice and 90% of wheat sales. In the late 1980s, approximately 85% of consumers
met all or part of their rice requirements from ration shops (Ramachandran, 1996). The
poorest 30% of the population purchases about two thirds of its rice and wheat through
ration shops. These shops first appeared in Kerala in 1942, and were brought under
government control in 1943. The widespread and effective public distribution system in
Kerala however, is a post-1956 phenomenon. The central Indian government subsidises
the PDS by covering the difference between the issue price and the cost of procurement.
It can be noted that while the PDS is not unique to Kerala, it operates considerably more
effectively and extensively there than elsewhere (Kumar, 1979; Suryanarayana, 2001).
The distribution of food is also carried out in primary schools, where students are
provided a hot lunch every day. This began in Tranvancore and Cochin, targeting
children from low income families in some primary schools in the 1940s. In 1961 the
lunch program was expanded to include all students in all primary schools in Kerala
(Nair, 1994). Initially the state financed the expanded lunch program with the help of the
international nongovernmental organisation CARE. The state has assumed full financial
responsibility since then. The program started out providing free lunches for students in
the first four grades, and in 1987 this was expanded to include the full seven grades
(Franke & Chasin, 1994). Other food distribution programs include food distribution at
primary health centers and sub-centers and to preschool children and expectant and
nursing mothers. There are an additional 2000 feeding centers for tribal children and

slum children (Nair, 1994).
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Franke and Chasin (1994) point out that another important area of intervention
was in thé systematic attack on the caste system. Movements against the caste system
began in Kerala as early as the 1820s. The Communist movement allied itself with the
members of lower castes. While members of Scheduled Tribes and Scheduled Castes
continue to represent poorer segments of Kerala, an effort has been made to provide
education opportunities (through scholarships) as well as employment opportunities

(through affirmative action).

Comparing Cuba and Kerala: Human development and health implications

While the nature of the reforms carried out in Cuba and Kerala does differ on occasion,
there are a remarkable number of similar areas of intervention. Both governments
implemented a redistributive land reform, made efforts to expand education and literacy
levels, implemented programs to assure adequate housing (with special attention to water
and sanitation), virtually eliminated severe malnutrition, and increased social security.
Moreover, conscious efforts were made to reduce rural-urban, male-female, low-high
income and caste disparities in the programs implemented. Two major observations can
be made in both Kerala and Cuba: the general standard of living increased, while
simultaneously inequality decreased. There was a decrease in differences between rural
and urban, men and women, high and low income in both Kerala and Cuba. Many of the
reforms resulted in intrinsically desirable outcomes and also had virtuous effects on other
elements of human development. These outcomes were the result of a deliberate and

engaged human development project in both societies. The policies implemented were
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guided by certain models and principles in the different, yet similar, human development
regimes of Cuba and Kerala.

The various policies had important implications on social determinants of health.
In this section, the benefits of increased access to education, nutrition and housing on
health outcomes will be discussed. Finally, the general impact of greater equality on
health will be re-emphasised.

It is well recognised that increased education can result in higher health outcomes.
Education is seen as an important factor governing the utilisation of health services
(Government of Kerala, 2006; UN, 1975). For instance, in a sample of 144 countries,
measuring the extent of correlation between health outcomes and inputs related to health,
of the six highest correlations, five were related to education. Total enrolment rates in
both primary and secondary schools are highly correlated to under-five mortality rates
and life expectancy (Mehrotra, 2000a). Formal education can serve as a tool for specific
health education about healthy lifestyles, sanitation and nutritioﬁ (Alma Ata Declaration,
1978). It is observed that female education has particularly strong influences on health
outcomes: educated women have healthier children, and infant mortality is lower
proportionally to the number of years of mothers’ schooling (Mehrotra, 2000a). Maternal
literacy and schooling are associated with increased earning capacity and care-taking
capacity, as well as with “more efficient management of limited household resources,
greater utilisation of available health services, better health-care practices, lower fertility
and more child centered behaviour” (Mehrotra, 2000a: 40). Caldwell (1986) presents

data that demonstrates the synergy between access to health facilities and access to
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education. When both education and health facilities are easily accessible, there is an
87% gain in life expectancy. By contrast, increased access to either health or education
results in significantly lower gains in life expectancy: 20 and 33% respectively. It can
thus be concluded that the education reforms in Cuba and Kerala positively impacted
health outcomes (UN, 1975; Ramachandran, 2000; Barraclough, 2000).

The link between increasing access to nutritious food and health outcomes is
intuitive. Vast numbers of people die in the developing world from diseases associated
with malnutrition (UNICEF & WHO, 1975). Nutrition affects the growth and resilience
of the human body throughout the lifespan. Good nutrition results in a healthier body
more resilient to disease. Early nutrition (or lack thereof) can have a lasting impact on
health. As a result nutrition is particularly important during pregnancy, infancy and
young childhood (Haq, 2000; Mehrotra, 2000c; WHO, 2000). The similar food ration
systems set up in Kerala and Cuba are both available to the general population, in
addition to specifically targeting expectant mothers, infants and young children. These
programs certainly have a positive impact on health.

The impact of housing on health is slightly less self-evident. However, it is widely
recognised that overcrowded housing is unhygienic (WHO, 2008). Ensuring that
households have access to clean water and sanitary waste disposal systems plays an
important role in preventative health. Unsafe water and unhygienic waste disposal
increase the likelihood of waterborne and infectious diseases. Both Kerala and Cuba
addressed the problems of overcrowding amongst the poorest segments of their

populations. Cuba made advances in water supply and infrastructure that while initiated
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in Kerala, have not been seen to the same extent. As a result, waterborne and infectious
diseases are prevalent in Kerala while they have been viﬁually eliminated in Cuba.
Finally, generally poverty-alleviating and equalising policies have positive
impacts on health, as seen in the previous chapter. These are featured as one of the three
major recommendations in the World Health Organisation’s 2008 Closing the gap in a
generation. As such, the WHO endorses redistributive land reform, improved wages and
working conditions and general social security. In this light, Cuba and Kerala’s
redistributive land reforms, improved labour conditions and increased measures to
guafantee social security can be counted as contributors to the health outcomes of their

populations.

Conclusion

In sum, the human development regimes established in Kerala when it became a state and
in Cuba with the success of the revolution, carried out various reforms that impacted
poverty, inequality, capabilities and resulted in significant improvements at the level of
health. Progress in these areas and the improvement in the health of the population, were
founded in the achievements of the regimes before the human development regimes were
established, but flourished under the newly created framework of institutions and
policies. It is clear that these reforms were highly effective in alleviating poverty and in
creating conditions of greater equity and equality. Whether they were technically efficient
(inputs are employed in such a way as to maximise desirable outputs) is another matter.

However, Barraclough (2000) suggests that in Cuba’s case they were. Ramachandran
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(1996) makes similar, although less explicit, observations for Kerala. Regardless, as the
focus of the next chapters turns to the resources invested in health, it is important to recall
the interventions in social determinants of health discussed in this}chapter. As the WHO
explains, sustained improvement in the health status of a population can only be achieved
through the combined impact of a wide range of socioeconomic developments (1984).

As the coming chapters will show, the reforms and impressive achievements in Cuba and
Kerala were carried out at low levels of economic activity that often coincided with low

(or stagnant) economic growth.
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Chapter 4:

Cuba: Health Inputs, Outcomes and Sustainability

Cuba is renowned for the high quality and access of its health system, and the ensuing
health of its population. In 1998 the World Health Organisation awarded then president
Fidel Castro with the ‘Health for all Gold Medal’, recognising the remarkable health
achievements that Cuba has made (Saney, 2005). The healthcare system that has been
built and the impressive health outcomes that it has achieved receive much scholarly
attention. This analysis will stray from conventional Human Development analyses of
Cuba in order to pursue a question that is not posed in Human Development studies: do
good health outcomes require continually increasing inputs? This allows for a
consideration of the importance of levels of economic activity instead of the conventional
economic growth.

As outlined in the introductory chapter, there are four main variables that are
captured by this question: health outcomes, government expenditures on health, fiscal
(im)balance and levels of economic activity. Data on each of these elements will be
presented, to allow for a discussion at the end of the chapter. The analysis follows a
typical Human Development path up to the discussion. Each aspect presented is of
interest in Human Development studies. In the discussion at the end, the relationship
between health outcomes, government budgets and economic growth will be briefly
engaged. However, the chapter then shifts gears and turns to the lessons that can be

extracted for a discussion of the pursuit of health at levelled off economic activity. The
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focus of the chapter is on the resources invested and on the health outcomes. The
recognition that the quality of expenditure is a more powerful determinant of health than
the quantity of the expenditure requires an examination of the health system in Cuba. The
health system that has been developed lends itself to effective expenditures. In order to
discuss the health system in revolutionary Cuba it is of course important to have a general

idea of the health situation before the revolution. Hence, that is where the chapter begins.

Health in pre-revolutionary Cuba
At the turn of the twentieth century, there were extensive sanitary reforms implemented
in Cuba. These were encouraged by the United States (presumably to keep trade running
smoothly). They resulted in the first recorded lasting improvements in mortality in Cuba
(Diaz-Briquets, 1983). In the first half of the twentieth century, sugar continued to be an
important export for Cuba. In the 1950s, sugar accounted for close to 90% of exports and
sugar cane was grown on 60% of cultivated land (Barraclough, 2000). During the period
between independence and the revolution, the mortality trend was highly sensitive to
changes in the economy. When economic conditions improved, so did mortality rates;
similarly, during the 1930s, when there was an economic downturn, mortality rates
worsened. Living conditions were directly affected by changes in the value of sugar
exports. Although Cuba was an agricultural exporter, it imported much of its food. As a
result, when foreign exchange was scarce, less food was imported (Diaz-Briquets, 1983).
In 1959, the new Cuban government inherited a healthcare system that was

relatively advanced for the developing world (Ghai, 2000). The facilities were not shared

93



equally among the population, however. Primary care for the poor and rural population
w‘as virtually non-existent (Cooper et al., 2006; Diaz-Briquets, 1983; Roemer, 1976).
Approximately half of Havana’s population were members of mutualistas — a system of
privately financed healthcare used mostly by the rich, who were able to afford it (Diaz-
Briquets, 1983). Mutualistas had double the government’s health budget and controlled
most of the resources (Nayeri, 1995). In 1959 one university and medical hospital existed
along with a dominant private and rudimentary public heath sector (Cooper et al., 2006).
Two thirds of the 6300 physicians and four fifths of the medical beds were located in
Havana (Barraclough, 2000). Fewer than 1,500 of the physicians worked in the public
sector (Roemer, 1976). Cuba imported 40,000 pharmaceutical products, of which 80%

came from the United States before the Revolution (Nayeri, 1995).

Health and the Revolution

The repercussions of the revolution were not only national, but had well-known
implications in international relations. The United States declared a trade embargo on
Cuba. This had several ramifications for health. Indirectly health was affected through the
change in food availability, the shock to the economy and the ability to import
pharmaceuticals and medical equipment. Perhaps even more importantly, the revolution
resulted in a massive emigration of doctors. By the mid 1960s, 3000 physicians had
emigrated, mostly to take up residence in the United States (Cooper et al., 2006). While

before the revolution there were 920 citizens for one doctor, this ratio worsened to 1,200
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-1,500 between 1962 and 1964 (Mesa-Lago, 1981). Thus, some results of the Revolution
had an initial negative impact on health.

The setbacks did not prevent the new government from declaring healthcare to be
aright. In the 1960s, a healthcare syétem was created to cover the entire population
(Nayeri, 1995). The evolution of healthcare in Cuba was shaped by four basic principles
of the new government: health is the state’s responsibility; health is a social and
biological issue; health is a national priority; and developing countries can have primary
and preventative as well as tertiary care. Cuba focuses on inexpensive preventative
healthcare (Whiteford & Branch, 2008). As the Ministry of Health explains:

El sistema national de salud se basa en los principios de salud piblica socialista,

mediante los cuales se reconoce el derecho a la poblacidn de recibir de forma

gratuita los servicios prestados por las insituciones dedicadas tanto a la asistencia

médica como a la asistencia social. (Ministerio de Salud Piblica, 2009, 270).

In the first six months following the change of government, there were no
significant changes in healthcare. In August 1960, José Ramén Machado Véntura was
appointed Minister of Health and this was the beginning of a new health system in Cuba.
First, the Ministry was reorganised at a central lev>el. In 1961 MINSAP, the Ministry of
Public Health was created. In the same year, all major private hospitals were nationalised
(Mesa-Lago, 1981). A slow integration of all other health facilities into the public domain
started in 1962, and by 1970 the last mutualistas were integrated. MINSAP also slowly
nationalised the pharmaceutical industry in Cuba (Roemer, 1976). In 1963, health care

became state administered and almost exclusively financed by the Cuban government.

Preventative care, diagnostic tests and medication for hospitalised patients are all free.
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People are financially responsible for their own medication, dental care, hearing aids and
wheelchairs; however these are made available at subsidised prices and are free for low
income people (Spiegel & Yassi, 2004; Mesa-Lago, 1981).

Alongside these administrative changes, action was taken to quickly change the
health situation. The immediate shortage in doctors spurred the training of new
physicians. Only in 1976 was the pre-revolutionary ratio attained (access to physicians
for the general population had improved even before this ratio was achieved). By 1978,
Cuba had the lowest ratio in all of Latin America with 675 people per doctor (Mesa-
Lago, 1981).

In 1962 the first polyclinics were introduced. These would be the basis for health
care for the next decade. Each was staffed by a general practice physician, a nurse, a
paediatrician and a social worker. They were charged with the provision of health care in
workplaces, child care centers, homes and neighbourhoods. They did health screening,
vaccination, blood drives, neighbourhood vector control activities, and organised
community based participation (Whiteford & Branch, 2008).

Mass campaigns against polio, malaria and tetanus were launched in 1962
(MacDonald, 1999). The Committees for the Defence of the Revolution (CDR) worked
in community health outreach and were used to ensure the thorough implementation of
the campaign in the target areas. They were also used to monitor pregnant women and
give advice on pre-natal care, breastfeeding and registration at birth (Hirschfeld, 2007;

Diaz-Briquets, 1983). Before the revolution, a relatively high number of births already
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took place in hospitals (63%). This increased to 73% in 1965 and 91% in 1970, having
important implications on maternal and infant mortality (Mehrotra, 2000b).

The stark difference in rural and urban physical access to health facilities was
another primary concern in the ﬁrsf years. This is reflected by the changing percentage of
the health budget spent in Havana: it was reduced to 43.7% by 1968, compared to an
earlier 60% (Roemer, 1976). By 1963, 122 rural health centers and 42 rural hospitals
were established (Hirschfeld, 2007). Newly trained physicians were obliged to serve one
year in rural areas, in order to make access to physicians more equitable. This was later
extended to two years (Waitzkin, 1983).

In the early 1970s, the polyclinic model was evaluated. It was found to be
“cumbersome, inequitable, and inefficient” (Whiteford & Branch, 2008: 22). In 1974 the
polyclinic’s functions were expanded to include care for the elderly and treaﬁnent of
chronic disease. The healthcare system was modified to the Community Medicine model
in the mid 1970s. This introduced research and teaching activities to the polyclinic, as
well as assessments, risk evaluations and extended hours of continuous care.

In the 1980s, the system evolved further to the Family Doctor Program. This
placed a doctor and nurse in every Cuban community (Spiegel & Yassi, 2004). By the
1990s, the goal of having the pair serve between 120 and 160 families was reached
(Cooper et al., 2006). The doctor and nurse live in the community and observe péople’s
quotidian lives. They are able to make routine home visits. In this capacity they are able
to observe behavioural risks and lifestyle patterns, and intervene before hospitalisation is

required. In the home visits, they are able to make several check-ups at once, ensure
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preventative care and reinforce good health behaviours. They also see their patients when

they come to the clinic (Whiteford & Branch, 2008; MacDonald, 1999; Perez, 2008).

Health outcomes
Health must be measured in outcomes. In gross terms, health has improved substantially
since 1959, reflecting changes in access to preventative and curative care. In the
following section infant mortality and life expectancy will be traéed. This will be
completed by a discussion of health during the Special Period.

Figures on infant mortality rates do not decrease immediately with the revolution.
On the contrary, from 1958 to 1965, infant mortality rates increase. The rates are stable
(with minor improvement) from 1966-1968 and deteriorate further in 1969. This initial
apparent deterioration may not reflect the health circumstances. It is well established that
improved access to health services also improves the quality of health statistics. For
instance, while it is estimated that in 1969 98% of all infant deaths were reported, as few
as 53% may have been reported in 1956 (Eckstein, 1994). Another possible explanation
for the reported worsening of infant mortality is that it took the new government a few
years to implement significant changes and these in turn required the passage of some
time to take effect (Leyva, 1972). From 1970 onwards, infant mortality rates decrease,
reaching rates that are similar to those in OECD countries (see Table 4.1). For example in
the most recent statistics available from the World Health Organisation, Cuba’s infant

mortality rate is reported to be identical to Canada at 5.0 per 1000 births, below the
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United States (7.0) and significantly below the average for the Americas (20.7) (WHO,
2009).

Life expectancy on the other hand improves steadily from 1959 onwards (as can
be seen in table 4.2. and Figure 4.1). Life expectancy in Cuba can be compared with
wealthy and healthy countries globally. The most recent data on life expectancy puts
Cuba at 78.5, above Denmark (78.2), and comparable to the United States (79.1), New

Zealand (80.1) and Canada (80.6) (UNDP, 2009).

Figure 4.1 Health in Cuba
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While the severe economic crisis of the early 1990s did not influence life
expectancy and infant mortality rates, it did impact health. There was a deterioration of

less commonly used health indicators. Average daily caloric consumption dropped by
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- 33% between 1989 and 1993, reaching a low point of 1 800 calories a day (Andaya,
2009; Cooper et al., 2006) (the low cost rations provided 1 200 calories a day during this
period) (Diaz-Briquets & Perez-Lopez, 2000). Between 1991 and 1993 there was an
outbreak of optic neuropathy that was associated with reduced nutrient intake. Swift
recognition of the problem resulted in treatment and the distribution of vitamin
supplements, and none of the 50 000 affected people died as a result (Diaz-Briquets &
Perez-Lopez, 2000). Special measures were taken to protect children, women and the
elderly. Despite this, the number of underweight newborns increased.

In addition, there was a decreased ability to import, which had indirect effects on
health. Water quality deteriorated as a result of difficulty procuring products related to
the supply of clean water. The shortage of fuel and spare parts also led to a deteriorated
garbage collection (impacting general sanitary conditions). Over the counter and
prescription medication (particularly for non life-threatening ailments) were in short
supply during the Special Period, further affecting the quality of health (Eckstein, 1994).
On the other hand there were some unintended beneficial health outcomes, such as
increased use of bicycles as a means of transportation (Diaz-Briquets & Perez-Lopez,
2000). The reversal of some trends in health indicators was short lived, and within two
years, before the economy recovered, health indicators had reverted to former levels

(Cooper et al., 2006).
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Government expenditures on health

The change in orientation in the approach to health has been qualitatively described. It is
generally agreed that the type of health system adopted by Cuba lends itself to good
quality investments (the strong focus on preventative health keeps costs down). In this
section the quantity of resources invested in public health will be examined. This will be
followed by a discussion of the government’s ability to finance health expenditures.

Generally, the amount invested in health has increased. This is true for the net
amount, the per capita amount as well as the percentage of total government expenditures
allotted to health. While a historic analysis may note these broad increases, they are not
the result of gradual annual increases that occurred simultaneously. The variation within
each measure will be discussed in the section that follows.

Detailed information about the nature of Cuban government expenditures is
available beginning in 1975 in the annual publication of Anuario Estadistico de Cuba™.
In these documents, health expenditure is reported as an aggregate figure including
spending in health, social insurance, sports and tourism from 1975 to 1982. However the
Anuario Estadistico de Salud 2009 presents data on total and per capita health
expenditures from 1959 to 2009. There is no indication of whether the currency is held

constant for a certain year to account for inflation. However as the figures differ slightly

3 Earlier annual Anuario Estadistico de Cubas are published but they do not contain information about
government expenditures on health from the late 1960s to the early 1970s. The 1969 and 1974 publications
provide no data on health expenditures whatsoever. I was able to locate a microfiche of the 1964 Boletin
Estadistico de Cuba, which did provide the data for 1962-1964. Unfortunately, only the percentage of total
expenditures was readable.
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from those reported in the Anuario Estadistico de Cuba, it may be assumed that some
calculation has been done to make the data comparable®.

The increase in the size of government expenditures on health can be seen in
Table 4.3. Health spending nearly doubled between 1959 and 1960. By 1965 the amount
was almost triple that of 1960. The massive increase in resources devoted to health
continues until 1990. In 1990-1991 there is a decrease in health expenditure. In 1992 and
1993 health expenditures increased, despite a decrease in the size of total expenditures in
1992. In 1994 there is a slight decrease in health expenditures. From 1995 on, health
expenditures return to the trend of annual increases. The health budget mushrooms from
1.2 billion pesos in 1995 to 4.9 billion pesos in 2008 (Ministerio de Salud Piblica, 2009).

Health expenditures as a percentage of total expenditures also increased

(See table 4.4). From 1975 to 1985 they fluctuated between roughly 2 and 3 % of total
expenditures. In 1986 they increased to just under 4% and in 1987 and 1988 they were
just under 5%. This decreased to 4.2 % in 1989. The relative size of health expenditures
increased substantially in 1990, to 6.5% of total government expenditures. The share of
total expenditure allocated to health continued to increase in the 1990s. From 2003 to
2008, 10 to 15% of the government budget was spent on public health (Comité Estatal de

Estadisticas, various years).

3 The figures differ but the trends are the same.

3 The doubling and tripling of expenditure in the early years was possible and easy as the initial sums were
modest. Moreover, part of the increased expenditure reflects the government assuming previously private
health facilities and thus not a growth in total healthcare facilities and expenditures in Cuba (although this
did take place).
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Figure 4.2 Cuban Government Health Spending
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Source: Table 4.3

Per capita expenditures in health have also generally increased. The increase can
be seen in Table 4.3 and Figure 4.3. Government expenditures in per capita terms
increased from 7.3 pesos in 1960, to 25 pesos in 1970, to 45 pesos in 1980, to 98 pesos in
1990, to 165 in 2000 and to 440 pesos in 2009. Despite the general increasing trend, in
the 1990s per capita health expenditures fluctuated. In 1991 and 1992, they fell. In 1993
they increased, only to fall again in 1994. From 1996 to 2000 per capita health
expenditures continued to increase. In 2001 they fell slightly and their increase has been

unabated since (Ministerio de Salud Publica, 2009).
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Figure 4.3 Per capita health spending

Cuban government health spending (per capita)
500
450
400 Vd
g 350 ’,/
o 300
$ 250 //
e 200
= 150 M‘/'
100 M
S0 W
0 Al 1 1 | T T L T T 1 LARR) T T T T T T T T T T LI T T T T T T T T T \ T T 1 1 T 1 T
D IO - M N OO M W NN O - M WO T MWD
S855555888838883888E8¢%8 ¢
Year
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Continually increasing health expenditures that occupy a significant share of total
expenditures raise the issue of fiscal sustainability. Increases in expenditures do not
automatically create fiscal imbalances, as total revenues and expenditures may increase
together and other spending areas may have been reduced. Many analysts attribute the
government’s ability to finance health, among other elements of its numerous social
programs, to Soviet aid. Mesa-Lago writes, “The USSR has also largely absorbed the
social costs of the Cuban Revolution. Soviet aid has allowed the island to develop its
costly programs of social services” (1981: 105). This was indirect however, as the
Soviets granted little direct aid to finance social expenditures; in other areas aid freed

government resources to be directed towards social expenditures (Eckstein, 1994; Ranis

& Kosack, 2004).
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Soviet aid came mostly in the form of loans (that had to be repaid) but there were
also grants. Thus, examining only Cuban external debt misses part of the fiscal
imbalance that was corrected by grants. It is difficult to find figures on the total aid
received by Cuba. This would provide the best information on fiscal sustainability.
However, Zimbalist & Brundenius write that Soviet economic aid was significant, but
that on a per capita basis Cuba received less aid from CMEA (Council for Mutual
Economic Assistance) than many other Latin American economies received from the
West (1989).

Aid took several main forms: the provision bf annual credits to finance the Soviet-
Cuban trade deficit, direct aid for economic development, military equipment, and price
subsidies to imports (mainly of Cuban sugar and nickel) and to the export of Soviet oil
(Mesa-Lago, 1981). There is some disagreement about which was the most significant
form of aid. Mesa-Lago (1981) maintains that it was credit to finance the trade deficit,
while Zimbalist & Brundenius (1989) claim that it was the price subsidy on sugar. This is
an important distinction as Zimbalist & Brundenius (1989) make a convincing argument
that the sugar subsidy was not as substantial as it initially seems. They report another
study that claims Cuban sugar revenue would have been $800 million larger if Cuba had
been trading with the United States rather than the USSR (154). Such argumentation
diminishes the impact of Soviet aid on the Cuban government’s expenditure ability.
Mesa-Lago later writes in a similar vein, that the size of the debt accumulated by Cuba

was worsened by deteriorating terms of trade with the USSR in the 1980s (1993).
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The observation that Soviet aid was less significant than it was previously
believed, does not imply that it was insignificant (Mesa-Lago, 1981; Zimbalist &
Brundenius, 1989; Mesa-Lago, 1993; Eckstein, 1994). Zimbalist & Brundenius (1994)
estimate that total Cuban debt in 1986 was approximately 14.68 billion dollars, while
Mesa-Lago (1993) reports that in 1990 it was roughly 17.38 billion dollars. The size of
the debt accumulated by Cuba in relation to other countries in the region is disputed.
Mesa-Lago (1981) writes that in 1975, Caba had the third largest foreign debt in all of
Latin America and had the highest debt per capita. Similarly he reports that in 1989 Cuba
had the highest debt per capita in Latin America (Mesa-Lago, 1993). In contrast,
Zimbalist & Brundenius (1989) write that Cuba’s per capita debt in 1986 was below that
of Panama, Venezuela, Chile, Costa Rica, Argentina, Uruguay and Nicaragua. This
confusion arises in part from a refusal by the Cuban government to publish official
figures on debt (Mesa-Lago, 1993).

In any case, the ability to finance social programs is unanimously attributed to aid
from the Soviet Union. This should be more nuanced. First, in the early years of the
revolution, health expenditures increased tremendously, yet this was before significant |
Soviet aid. Mesa-Lago has done a detailed study of Cuban debt and according to his
estimations, from 1960 to 1975 the amount of aid (two thirds of which was in loans)
received by Cuba increased slowly. From 1976 to 1980, aid increased by 300%, and
almost four fifths was in non repayable subsidies. Finally, from 1981 to 1985 total aid

continued to rise, but at a much slower rate and most it was in repayable loans (1993).
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Since 1992 Cuba has ceased to receive any aid from the Soviet Union, and health
spending has increased, not only in the net amount and in per capita terms, but also as a
percentage of government expenditures (Vazquez & Valdes, 2007; Mesa-Lago, 1993).
Authors who discuss the importance of Soviet aid in financing Cuba’s social programs,
Cuba’s debt and the effect of the economic crisis on Cuba do not write about the fiscal
ability of the government to finance health (or other elements of social expenditure) in
the post Special Period era (Mesa-Lago, 1993; Eckstein, 1994b; Ranis & Kosack, 2004,
Prieto, 2004).

The government’s ability to finance health since the Special Period is of interest.
Table 4.5 shows health expenditures in relation to the size of total expenditures and the
govemment’s annual fiscal balance from 1990 to 2005. This allows us to examine the
relationship between government expenditures in health and the government’s deficit in

the post-Soviet era.

Table 4.5 Health expenditures and fiscal health

Government Budget (In
millions of Pesos)

Health | Total Annual
Year spending | spending | deficit

1990 937.4 14213.1 | -1958.1

1991 924.9 14713.8 | -3764.8

1992 938.3 14131.5 | -4869.0

1993 1076.6 14566.5 | -5050.6

1994 1061.1 14178.3 | -1421.4

1995 1108.3 13808.7 | -765.5

1996 1190.3 12813.5 | -570.7

1997 | 1265.2 12662.6 | -459.0

1998 1344.9 13061.7 | -559.7

1999 | NA NA NA
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2000 1683.8 15587.4 | -672.2

2001 1796.6 15771 | -737.5

2001 1923.0 17193.2 | -996.5

2003 | 2028.1 18622.4 | -1074.0

2004 | 2089.1 20241.4 | -14194

2005 | 3168.8 27156.4 | -1945.0

Source: Comité Estatal de Estadisticas, (1996) (1990-1996 data); Comité Estatal de
Estadisticas, (1999) (1996-1998 data); Comité Estatal de Estadisticas (2006) (2000-2005
data). A

The first observation to be made is that from 1990 to 1994 the total annual deficit
incurred by the government is larger than total health spending. Thus, it is impossible to
blame health spending alone for the deficit.

Second, the 1994-1997 period shows a perplexing trend, where health spending
increases, while total spending decreases and the annual deficit decreases. The increasing
portion of government spending allotted to health does not contribute to an increasingly
problematic fiscal position during this time period.

Third, from 2000 to 2005 the size of health expenditures, total expenditures and
deficit increase together. Again, the increase in annual deficit can not be closely linked to
health. Between 2004 and 2005 for instance, total government spending increased by 6.9
billion pesos, whereas health expenditures increased by only 1.1 billion pesos and the
difference in the deficit for the years was 525 million pesos. Similarly in the 2003-2004
period, health expenditures only increased by 61 million pesos, while total government
expenditures increased by 1.6 billion pesos and the difference in fiscal deficit was 345
million pesos.

Finally, considering the trend for the entire period in the Table, there is a large

increase in total health spending that coincides with large increases in total spending,
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while the difference in the size of the annual deficit incurred by the government in 1990
and 2005 is negligible (the deficit was 13 million pesos larger in 1990). Thus Table 4.5
demonstrates that in the post-Soviet era, health expenditures can not be directly linked to

fiscal difficulties encountered by the Cuban government.

The economy

In Human Development literature the growth of the economy is supposed to be very
important in indicating the fiscal ability of governments to invest in human development.
We concern ourselves more with the size of the economy, as measured by income per
capita. Annual economic information is outlined in Tables 4.6 and 4.7. Two tables are
used as the data is drawn from two different sources and uses different base years for the
currency. The most important observation is that the health revolution began and was
maintained during relatively low levels of economic activity (income per capita).

As explained briefly above, Cuba’s economy prior to the revolution was highly
dependent on sugar exports and as these went mainly to the United States, on trade with
the United States. The trade embargo that the United States placed on Cuba following the
revolution placed Cuba in a difficult economic position. Economic relations with the
Soviet Union and Eastern Europe soon filled the vacuum and Cuba continued to rely
heavily on sugar exports. In 1958, the per capita income in 1980 $US was 866. During
the 1960s, the economy did not perform impressively, reflecting the change in trading
partners. Income per capita fluctuated. In 1971, per capita income was below the 1958

level, at 1980 $US 846 (Brundenius, 1984). It should be noted that distribution of the
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income per capita was better than prior to the revolution, and living standards had
improved, if per capita income had not (Mesa-Lago, 1981; Diaz-Briquets, 1983).

Between 1975 and 1978, the economy boomed, recording annual growth rates of
over 5 % and even reaching 9.5% (UNSTATS, 2010). Growth continued in the early
1980s. Towards the mid-1980s, economic activity was stagnating (UNSTATS, 2010;
Mesa-Lago, 1993). The economy plummeted into a severe recession with the
disintegration of the Soviet Union and the ensuing cessation of trade with its major
trading partner, combined with the continued trade embargo from the United States.
Between 1989 and 1993, the size of the economy decreased by more than 30%! (Diaz-
Briquets & Perez-Lopez, 2005). This period was named the Special Period (Periodo
Especial en Tiempo de Guerra) by then-president Fidel Castro. In 1994 the annual
deterioration ended and slow growth started.

In the year 2000 per capita income surpassed the 1988 level for the first time.
From 2003 to 2008 there was relatively high growth, averaging over 7% annual growth
during the period (UNSTATS, 2010). The Cuban economic experience has thus been
heterogeneous, with periods of significant growth, stagnation and regression. In 2008, its
per capita income was US$5,596, placing it in the World Bank’s upper middle income
classification, which it graduated to in 2006 (for countries with per capita incomes

ranging from US$3,856 to US$11,905) (World Bank, 2010; UNSTATS, 2010).
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Discussion and analysis of the data

We are now sufficiently armed to turn to the main query of this work, that is, does health
require continued economic growth, or can it be achieved and maintained at certain levels
of economic activity? A historical review of Cuba’s economy demonstrates that it has
not stagnated, but in fact has had periods of high economic growth. The reader may
question the relevance of turning to Cuba in this case to reflect upon the original
problematic. Let it be re-stated that it is the levels of health in relation to the levels of
economic activity that trigger interest in the study of Cuba.

In this section, we examine the overarching links between economic growth and
health outcomes. Within this relationship fiscal sustainability will be addressed, after
which the discussion turns to the more central query of health outcomes and levels of
economic activity. To accomplish this, the relationship between health outcomes and
government investments in health will be examined.

Continued improvements in health are observed over time regardless of economic
trends. The exception to this occurs in the 1960s when the economy stagnated and infant
mortality rates increased. Reasons for the worsening of infant mortality have already
been discussed. Otherwise, during periods of growth, stagnation and regression, Cuban
health, as measured by infant mortality and life expectancy, has continually improved.

Human Development scholars have questioned the fiscal sustainability of
continued government expenditures without economic growth. Most analysts who write
about Cuba’s human development place it in a virtuous development cycle, where it

benefits from economic growth and human development improvements (Ranis &
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Kosack, 2004; Ghai, 2000; Brundenius, 1984). Typically, financing human development
is not perceived as problematic for a state in this situation. Thus during the periods of
growth in the 1970s, 1980s and since 2000, spending on social services would not be
perceived as problematic. However there is unanimous accord in the literature that during
the 1970s and 1980s, the ability of the Cuban government to devote as many resources as
it did to health was highly dependent on aid received from the Soviet Union. This implies
that it would have been fiscally unsustainable to do without the Soviet Union, despite
economic growth.

In the 1960s on the other hand, when the economy was stagnating, there was an
increase in government health expenditures. Human development scholars would expect
fiscal difficulties during this period. Prior to the collapse of the Soviet Union Cuba did
not publish information concerning public debt, making it difficult to establish a link
between human development expenditures and debt. It is known that relations with the
Soviet Bloc were slow to start, and thus in the eariy 1960s, Cuba did not receive
substantial aid — even as it expanded its expenditures.

During the Special Period, the government’s ability to finance health was
certainly constrained by the massive economic recession. This explains the fluctuation
that is seen in both net and per capita health expenditures from 1989 to 1994. The large
majority of spending cuts occurred outside of social services, allowing both per capita
and net expenditures to increase from 1989 to 1993. In 1989 per capita government
expenditures on health were 96.6 pesos and in 1993 they had increased to 107.6.

Similarly, net expenditures on health increased from 1015.6 million pesos to 1174.9
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million pesos (Ministerio de Salud Piiblica, 2009). The increase is impressive
considering the scale of the economic crisis. However, health spending was constrained
and plans to build new hospitals were postponed (Mesa-Lago, 1993). It would be
difficult to link health expenditurés during this time period to fiscal difficulties simply
due to the scale of the economic setback.

The lack of a close link between economic growth and health outcomes, and
economic growth and fiscal sustainability diminishes the importance of economic
growth. The discussion until now has been carried out on Human Development scholars’
terms, centering on economic growth. However, it was noted earlier that it is of interest to
look at health outcomes and fiscal sustainability at different levels of economic activity,
as this is more compatible with eventually limited economic growth.

In general terms, Cuba shows that health can be achieved and maintained at
relatively low levels of economic activity. It is only in 2006 that Cuba enters the World
Bank’s upper-middle income classification. The bulk of its achievements in health were
achieved before this, when Cuba had relatively low levels of economic activity.

One of the implications of eventually limited economic growth is that economies
will have to operate at stable levels that are not growing. To determine whether it is
possible to pursue health under such conditions, it is important to look at the size of
health expenditures and their relation to health outcomes. Of course, merely increasing
government expenditures is not enough to ensure good or improving health outcomes.

Can increases in health expenditure remain ‘good quality’ health expenditures that
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contribute proportionately to improvements in health — or can per capita health
expenditures be levelled off at a certain point with no negative effects on health?

In Cuba health expenditures have increased én0nnous1y since 1960. The entirety
of this increase has been impressive, but as Figures 4.2 and 4.3 show there has been a
massive increase in recent years. The reason for the increasing health expenditures may
not be that health is assuming a status of increasingly high priority, but that for continued
improvements in health, increasing amounts need to be spent.

Healthcare costs in Cuba are high as people are now dying from heart failures and
cancer, which require costly treatment and in-hospital care (Eckstein, 1994). In 1983, one
high-tech hospital alone consumed 10% of the annual health budget (Eckstein, 1994). As
early as 1990 it was noted that Cuba faced health challenges that resembled those faced
in rich countries: a shortage of nursing homes, a shortage of schools for the disabled, the
need for more sophisticated health education, the generation of new prevention strategies
geared towards adolescents, cost-benefit decisions to be made when investing in high
tech research and services, and the problems of chronic degenerative and lifestyle
diseases (Santana, 1990).

Some of these challenges are the result of an aging population in Cuba. The aging
of the population has increased in pace since the 1990s. In 1953 6.9% of the population
was elderly, in 1970 9.1% was and by 1998 this ratio had increased to 13.6% (Gondar &
Negrin, 2000). Cuba figures among the top ten countries for the largest estimated
percentage of elderly in the 2050 and also the largest increase in the relative size of the

elderly population between 2000 and 2050 (Bloom et al., 2010). Cuban scholars write
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that this is an issue that needs to be addressed by public policy and is likely to place a
large burden on society. The majbrity of this burden is believed to lie in the costs of
social security (not health expenditures, although these too are believed to be an issue)
(Diaz-Briquets, 2002; Gondar et al., 2000). Donate-Armada (2001) makés estimations of
an increasing cost of age-related morbidity in Cuba, but cautions that the projections are
not accurate.

The increasing per capita spendjng in healthcare observed in Cuba is the result, to
use economists’ parlance, of having already picked the low-lying fruit. The cheap and
highly effective avenues to dramatically increase health have been pursued, and now
there are diminishing marginal returns to‘ health _e\xper;ditures. Indeed, Santana (1990)
writes that it is now time for the government to consider whether increaSing investments
in health are likely to yield as high returns on health as investments in other sectors, such
as housing and transportation. |

This observation is linked to the general question about eventually limited per
capita government expenditures in health. Using life expectancy and infant mortality as
indicators of general health in Cuba, it can be concluded that Cubans have good health.

‘Comparisons with other countries, such as Canada and the United States, show that it has
very similar health outcomes despite being at a significantly lower level of economic
‘activity. Indeed these indicators rank Cuba as one of the healthiest countries in the world.
The World Health Organisation provides figures on per capita government expenditures
on health in per capita PPP international doilérs. It shows that Cuba spends significantly

less than rich and healthy countries. For instance in 2000, Cuba spent PPP$353,

115



compared to PPP$ 1770 in Canada and PPP$ 1333 in New Zealand. In 2006, the trend is
the same: Cuba spends PPP$ 674 whereas Canada and New Zealand spend PPP$ 2587
and PPP$ 1906 respectively. This data suggests that continually increasing Cuban
government expenditures in health at this point may bring about some health returns, but
they will be relatively small.

In addition to showing that Cuba spends less compared to healthy and wealthy
countries, the figures from 2000 and 2006 show that Cuba’s per capita health spending
has increased enormously. Health outcomes on the other hand have not increased
proportionately. The infant mortality rate fell from 6 to 5 between 2000 and 2006.
Similarly, life expectancy increased from 76.8 to 78 years in bthe same time period. These
are slow improvements in health compared to the massive increased investment reported
above.

There are limits to the amount that life can be expanded and infant mortality can
be reduced. An infinite amount of resources could be invested in health in attempts to
prolong and improve the quality of life without infinitely improving them.
Hypothetically, were Cuba to continue to invest roughly the same amount of resources
per capita into health (in real terms), in the same way that it is currently doing, the health
of its population would remain high. It could do this at varied levels of economic activity
(depending on tradeoffs between investments in other sectors). Some levels of economic
activity would generate enough revenue for the government to maintain its per capita

expenditures in health in a fiscally sustainable manner. It would also seem possible that
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if the population remained the same size, endless economic growth would not be

necessary to finance the health expenditures.

Conclusion

Cuba captures the attention of development scholars for many reasons. Each of the
sections in this chapter is of interest in development — how the health system is set up; the
results achieved; government investment in health; how this spending relates td fiscal
balances; and finally the particular economic setting in which it all occurred. The
weathering of health indicators during the Special Period and the continuation of the
Cuban model without help from the Soviet Union are intrinsically important in
development studies.

However, this analysis does not focus on Cuba to learn about the Cuban
particularities, but rather to see what light the Cuban experience can shed on the
discussion of the pursuit of health at stabilised levels of economic activity. While the
Cuban economy has not stabilised, it still provides an interesting setting, as most of the
health achievements were attained during relatively low levels of economic activity.

Health in Cuba has traditionally been pursued at very low costs and this is
primarily due to their health system, which is based on preventative and primary
healthcare. However, it is clear that the government is constantly spending more in
health. Per capita health expenditures continually increase.

Were health outcomes to increase proportionally, it would indicate that a

population’s health outcomes benefit from continually increased financial resources.
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Such a finding would suggest that government resources need to be expanded to be able
to increase this funding, possibly implying the need for economic growth to do so.
Health outcomes in Cuba, as measured by infant mortality rate and life
expectancy, rival the top health outcomes in the world. As such there is little space for
impfovement and the cost of doing so becomes more expensive as health improves. It is
reasonable to conclude that were Cuba to continue investing the same amount of
resources per capita in health in real terms, and were it to maintain the current quality of
these expenditures, health outcomes would continue to be high. This suggests that per
capita government health expenditures in Cuba can be limited without negative
consequences on health outcomes. This in turn would decrease the need for economic
growth to finance health expenditures. In reality however, per capita spending is
increasing in Cuba and the economy is growing. Thus we are reduced to speculation

about the possibility of the pursuit of health at stabilised levels of economic activity.
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Tables:

Table 4.1 Infant Mortality Rate

Infant mortality rate (IMR) per 1000 births

Source: Data is from Eckstein (1984), with the exception of the years 2000 and 2006

Year IMR
1960 35
1965 38
1970 36
1975 27
1980 20
1985 16
1990 11
1992 10
2000 6
2006 5

which are from WHO (2009).

Table 4.2 Life expectanc

Life expectancy at birth

Year | Life expectancy

1960 64.2

1962 65.4

1967 68.6

1970 .70

1972 71

1977 73.1

1980 73.8

1982 74.3

1985 74.5

1987 74.6

1990 74.7

1992 74.8

1995 75.6

1997 76.2

2000 76.8

2002 77.1

2005 77.8

2006 78

Source: Data is from the World Bank (2009)
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Table 4.3 Cuban Government Expenditures on Health

Government Health Spending (in
pesos)

Year Total Per capita
1959 25,690,200 3.72
1960 51,279,900 7.3
1965 148,878,200 19.07
1970 216,443,200 25.25
1971 224,489,300 25.89
1972 232,535,600 26.33
1973 240,582,100 26.72
1974 281,313,200 30.73
1975 304,154,500 32.73
1976 323,783,700 34.19
1977 322,107,300 33.58
1978 390,827,800 40.32
1979 409,255,600 41.87
1980 440,174,800 45.01
1981 558,931,100 57.29
1982 594,691,500 60.6
1983 668,080,300 67.62
1984 740,484,500 74.4
1985 794,267,800 78.97
1986 875,217,200 85.88
1987 922,214,400 89.67
1988 978,927,900 94.08
1989 1,015,625,500 96.66
1990 1,045,094,100 98.56
1991 1,038,484,500 97.11
1992 1,038,797,300 95.99
1993 1,174,927,800 107.57
1994 1,166,386,200 106.42
1995 1,221,960,600 111.31
1996 1,310,078,500 119.03
1997 1,382,951,000 125.31
1998 1,473,090,300 132.44
1999 1,710,638,700 153.52
2000 1,857,035,500 165.99
2001 1,796,598,700 159.99
2002 1,923,032,100 170.92
2003 2,028,100,000 180.26

120



2004 2,269,380,300 201.99
2005 2,596,300,000 230.64
2006 3,629,000,000 321.79
2007 3,881,626,100 345.37
2008 4,230,938,600 376.44
2009 4,948,220,141 440.3

Source: Ministerio de Salud Piblica

Table 4.4 Government health spending

Year | As a % of total spending
1975 2
1976 Na
1977 2
1978 24
1979 2.3
1980 2.1
1981 2.2
1982 34
1983 2.2
1984 2.3
1985 2.7
1986 3.8
1987 4.9
1988 4.9
1989 4.2
1990 6.6
1991 6.3
1992 6.6
1993 7.4
1994 7.5
1995 8.0
1996 9.3
1997 10
1998 10.3
1999 Na
2000 10.8
2001 11.4
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2002 11.2
2003 10.89
2004 10.3
2005 11.7
2006 11.2
2007 14.5
2008 15.54

Source: Comité Estatal de Estadisticas, various years.

Table 4.6 Levels of Economic activity

Year | GDP/capita
(1980 $US)

1958 866
1959 891
1960 887
1961 909
1962 882
1963 877
1964 936
1965 921
1966 883
1967 885
1968 924
1969 884
1970 867
1971 847
1972 901
1973 996
1974 1,065
1975 1,158
1976 1,236
1977 1,329
1978 1,395
1979 1,417
1980 1,455
1981 1,579

Source: Data is from Brundenius (1984, 39). US$1=0.71 pesos.

Table 4.7 Levels of economic activity and economic growth

GDP
GDP % | /capita ($
Year growth US)
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1970 653
1971 | 8.60% 780

1972 | 4.80% 901

1973 | 3.40% 1,088
1974 1% 1,224
1975 | 9.50% | 1,380
1976 | 5.40% 1,445
1977 | 8.70% 1,474
1978 | 6.60% 1,837
1979 | 1.10% 2,003
1980 | -4.80% 2,025
1981 | 19.70% 2,039
1982 | 8.90% 2,111
1983 | 5.40% 2,228
1984 | 7.90% 2,400
1985 | 1.60% 2,273
1986 | 0.10% 2,382
1987 | -2.40% 2,455
1988 | 3.70% 2,645
1989 | 0.70% 2,576
1990 | -2.90% 2,706
1991 | -10.70% 2,279
1992 | -11.60% 2,056
1993 | -14.90% 2,070
1994 | 0.70% 2,620
1995 | 2.50% 2,789
1996 | 7.80% 2,284
1997 | 2.80% 2,307
1998 | 0.20% 2,334
1999 | 6.20% 2,565
2000 | 5.90% 2,757
2001 | 3.20% 2,851
2002 | 1.40% 3,016
2003 | 3.80% 3217
2004 | 5.80% 3,417
2005 | 11.20% 3,810
2006 | 12.10% 4,709
2007 | 7.30% 5,230
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| 2008 | 430% | 559 |
Source: World Bank (2009)
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Chapter 5:

Kerala: Health Inputs, Outcomes and Sustainability

The peculiarities of Kerala’s health outcomes have fuelled debates within Kerala and
internationally. In this chapter longitudinal data will be presented and analysed with the
purpose of addressing some of the debates that are raised around Kerala as they impact
the issue of health as related to limited levels of economic activity. To contextualise the
government’s expenditures in the area of health, and to highlight their qualitative
importance, the chapter will begin with a brief overview of health before Kerala was
constituted as a state within an independent India. This will be followed by a description
of the health system’s evolution in Kerala. The government’s health expenditures and
fiscal (im)balances will be examined. A concise review of the economy will be the final
element that will allow us to consider the different implications of economic growth and

economic activity on health outcomes in Kerala.

Health before the formation of Kerala

Kerala has a long history of traditional medicine, which continues to be strong today.
‘Modern’ medicine can also be traced back for more than a century in the state. As with
other aspects of development, the area encompassed in modern Kerala had different
levels of health and access to health care before the state was formed. Those residing in

Malabar fared worse not only in education, land ownership and access to clean water as
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described in chapter 3, but also (not surprisingly) in health. Travancore and Cochin had
relatively advanced systems of health for places in the developing world during that time.
The origins of western health care in Travancore began with Christian
missionaries, who attracted the local population by offering health and education services
(Sadanandan, 2001). Preventative medicine began to be practiced in Travancore in 1865
with the establishment of a vaccination department (Nair, 1994). By 1879 vaccination
was compulsory in Tranvancore and Cochin for all public servants, prisoners and
students. In the late 1920s measures were also taken to control hookworm and filariasis
(Kutty, 2000). In Travancore and Cochin, the state considered the provision and
promotion of health to be a duty of the state. From the 1890s onwards, Tranvancore and
Cochin spent 3-8% of their total government budgets on public health (Ramachandran,
2000). In the first half of the twentieth century, plague, cholera and smallpox were the
dominant health hazards, and the incidence of these had been significantly decreased by
the 1940s. Malaria was also controlled in the late 1940s in Tranvancore and Cochin
(Panikar, 1979). Public health education was promoted since the 1930s (Sibbons, 1992).
The only medical college prior to the formation of Kerala was in Travancore and Cochin,
established in 1951 (Aravinidan, 2007). One indication of the diverging access to health
on the eve of Kerala’s formation is the number of hospital beds per 100 000 people in
each area. Travancore and Cochin had 76 beds compared to only 34 beds in Malabar

(Sadanandan, 2001).
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Kerala’s approach to health

When Kerala became a state, the approach to health adopted in Travancore and Cochin
was expanded to Malabar as well. The newly elected communist party considered the
provision and promotion of health an ‘urgent need’ and health care was declared a right
(State Planning Board, 1968: 84). The initial focus in health was to expand the existing
facilities and services to Malabar to reduce inter-state health disparities. This was largely
achieved by 1976 (Sen, 1996; Ramachandran, 1996).

The constructed health system has three tiers: primary and community health
centres, district hospitals and medical colleges. All are distributed evenly throughout
Kerala (Varman & Kappiarath, 2008). Modern medicine is the primary system of
treatment; however, ayurveda, homeopathy, sidha, unani and naturopathy are also
available.

Programmes were launched to address the provision of health, including
Maternity and Child Health, Control of Communicable Diseases, Family Planning,
Environmental Hygiene and Health Education (State Planning Board, 1968). The Family
Planning program, later referred to as Family Welfare, aimed at reducing the size of the
average family, which with time became part of a comprehensive policy covering
education, health, maternity, childcare and nutrition (State Planning Board, 1979).

Anothér priority was the training of medical health professionals. Schools funded
by the central and state governments were founded with the aim of producing graduates

to serve rural communities (Kutty, 2006).”7

37 This was not entirely successful (and remains an ongoing problem) as many of the publically trained
health professionals were absorbed by the private health sector, which will be described shortly.
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An early aim of health spending was to increase physical access to health centres,
and this was achieved by major investment in infrastructure from 1961 to 1986 (George
& Nair, 2004; Kutty, 2000). From the formation of the state to the mid 19705, the most
systematic measﬁre for health used by the government in its Kerala; An Economic
Review annual publications, is the number of beds and the number of health institutions.
These are noted each year with great detail and with great pride as the numbers for both
increase. For the first time in the 1979 edition, it is explicitly recognised that merely
increasing the number of hospital beds and the number of hospitals and primary health
centres is not enough to guarantee good health. A year earlier, it was recognised that
while the number of beds was increasing, there was scope for improvement in the
“quality and efficacy” of the health system (State Planning Board, 1978, 95). A High
Power Committee was appointed to investigate the matter. In the following years a few of
the recommendations made are initiated. For instance, paediatricians are posted in |
Primary Health Centres and laboratory services also begin to be offered at that level
(State Planning Board, various years).

Another visible trend in the Kerala; An Economic Review publications is the
state’s quasi equation of amount spent on healthcare and infrastructure with health
outcomes. Kerala’s per capita spending is almost annually compared with the All-Indian
State average and with other individual states. It consistently spent above the national
average and this was more important in the reports than the quality of the spending or the
health outcomes it generated. For instance, while in 1970 it is proudly pointed out that

Kerala spends Rs. 6.96 per capita on health compared to the Indian average of Rs. 5.16,
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when the Indian average had increased to Rs. 7.9 in 1973, Kerala proudly reported
spending more (Rs. 9.87) (State Planning Boérd, various years).

The healthcare system began in Kerala as a public system. In 1969 the first co-
operative hospital was founded. This was an early move away from an entirely public
system. In 1972-73, the government started a pilot project to build co-operative
dispensaries through the Special Employment Scheme. The goal was twofold: to supply
needed modern medical facilities for 450 panchayats,3 ® and to employ 500 unemployed
medical graduates. Cooperatives are partly financed by the government, which also
supplies the equipment (Nambiar & Suchethakumari, 2002). This initiative helped to
extend medical facilities to every panchayat of the state (State Planning Board, 1976).
Today, more than 96% of villages in Kerala have a primary health centre, clinic or
hospital. Only 9% of villages are located further than 10 kilometres away from a hospital
(Micheal & Singh, 2003).

Since the mid 1970s a private healthcare system has grown alongside the public
system and has increased in importance. It is now a more important provider of curative
healthcare services than the government, servicing more than two thirds of the total
curative healthcare (Government of Kerala, 2006). Most of the provision of health
services in rural Kerala is private (Sandanandan, 2001). The rise of a private healthcare
system occurred in conjunction with rising individual incomes, which were the result of
remittances (mostly from migrant workers around the Persian Gulf). It is in the mid
1970s that remittances from migrant workers become significant in Kerala (Government

of Kerala, 2006). This increased income combined with higher levels of education and

3 This is a local level of governance at the district (sub-state) level.
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health expectations of the population led to an increase in demand for health care,
creating a market for private health care.

A survey conducted in 1987 on 10 000 households found that only 23% of the
respondents regularly used government health services. Even for the poorest stratum,
only 33% used public institutions regularly (in Kutty, 2000, 105).> This relatively poor
usage of the public system is documented by others (Ekbal, 2007; Varatharajan, 2004;
Kunhikannan & Aravindan, 2000). Reasons for not using public institutions include:
insufficient drugs and inadequate attention (Kutty, 2000). The government actively
promoted the privatisation of health care, citing a lack of funds (Kunhikannan &
Aravindan, 1996). The relationship between the private health care system and
government finances will be explored in greater detail later in this chapter.

It is clear, however, that the public sector paved the way for the rise of the private
sector by massive sensitization campaigns (Kutty, 2000). Moreover, the public health
sector still dominates in preventative health care. Primary Health Centres, the basis of the
public health system, are mostly envisioned to carry out preventative medicine and are
widely used in this function (Kunhikannan & Aravindan, 2000). For instance, 99% of
expectant mothers get an antenatal check-up and 84% of children get all their
immunisations (Government of Kerala, 2006). These are preventative services offered by
the state that have lasting health benefits.

Despite a dominant private sector, public health institutions continue to be

important, especially for those of lower income. About 80% of patients in public

3 This refers to those who ‘regularly’ seek healthcare services. The insight gained from these two figures is
limited but does illustrate the relative importance of the private and public health sectors in Kerala.
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hospitals are of low socioeconomic status. In private hospitals, this ratio is only 44% and
in cooperatives it is 58% (Nambiar & Suchethakumari, 2002). In public hospitals low
income families (only) continue to receive services free of charge (Kutty, 2000; Levesque
et al., 2007). Otherwise, it is also normal to pay for services in the public sector. The
average expense incurred during the delivery of a baby in a public hospital, for instance is
Rs 2025. While in principle this should be free, a lack of supplies, corruption and the
internal privatisation of public health are explanatory factors for the cost, which remains
below the average cost in private hospitals (Rs 2870) (Kunhikannan & Aravindan, 2000).

The privatisation of healthcare raises questions about the continuation of the
Kerala model of health, which is recognised internationally for its low cost, universal
accessibility and availability to the poor sections of society. The prohibitive price of
private health care means that the poor are disadvantaged, as the quality of the
infrastructure and equipment tends to be poorer in the public sector. Moreover, more
lucrative salaries in the private sector attract highly skilled physicians, leaving poorer
quality human resources in the public sector. Ekbal writes darkly “health is no more seen
as aright, but as a commodity to be purchased by money” (2007, 282-283).

Indeed, between 1987 and 1996, household expenditure on health increased by
four times, accounting for inflation. The increase was proportionally greater for the poor
than for the rich (Thankappan, 2001). It is generally agreed that the poor spend
approximately forty percent of their income on healthcare (Kunhikannan & Aravindan,

2000; Vaaratharajan, 2004)!*

% This is a staggering figure and refers to their cash income only. It is important to recall that the poor do
not meet all of their needs through personal cash expenditures and are beneficiaries of numerous social
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Since the beginning of the 21 century, the government has made serious efforts
to revamp the public health system, recognising the problems associated with private
health care. It has extended a national health insurance scheme (Rashtriya Swastha Bima
Yojana) for workers who fall below the poverty line (BPL). The national scheme targets
approximately 1.2 million families, whereas the Comprehensive Health Insurance
Scheme (CHIS) envisioned by the state government targets more than double — three
million families, or an estimated 15 million people (making it one of the largest
publically funded health insurance schemes in the world). Under the CHIS, families can
incur expenses of up to Rs. 30,000 per year for free after having paid a token Rs. 30
registration feé (State Planning Board, 2008 and 2009).

The 73™ and 74™ amendments to the Indian Constitution in the 1993 encouraged
and facilitated decentralisation throughout India. Although adopted in Kerala, it was only
in 1996 that serious efforts were made to decentralise. In the health sector, all institutions
other than medical colleges and regional specialty hospitals were placed under the control
of local governments. Funds have also been decentralised, thus realising a true transfer of
power to the local governments. The results in the health sector have been good, with
improvements in the outreach of health services and in health infrastructure (Kutty, 2007,
Government of Kerala, 2006; Kunhikannan & Aravindan, 2000).

Combining the public and private sectors, the number of health institutions and
beds in Kerala is quite high compared to the rest of India. In the government sector alone

the numbers are impressive. In 1957-58, there were a total of 369 medical institutions

programs led by the state (i.e. the public distribution system, social security, housing, education, etc.).
Neither article cited provides a breakdown of what the remainder of their cash income is spent on, although
this would be of interest.
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with a total of 11,959 beds. By 2008, this had increased to 6,391 medical institutions
with 31,903 beds. The most up-to-date informatioh concerning the private sector dates
back to 1995 and traces 12,328 institutions with 70,506 beds (State Planning Board,
various years). The number of physicians in Kerala is also high. However, there is an
insufficient number of mid-level health professionals, such as nurses, paramedics and

technicians (Kutty, 2006).

Health outcomes

Kerala has earned international recognition for the ‘Kerala Model of Health’, which
produced significant improvements in health reflecting the better access to preventative
and curative care. Figures to demonstrate this for life expectancy and infant mortality will
be used. However, it would be an oversimplification to present health in Kerala as such.
In order to provide a clearer picture, a brief discussion of morbidity and mental health
will also be included.

The infant mortality rate has consistently fallen (See table 5.1 and Figure 5.1). It
dropped from 120 per 1000 live births in 1951-1961 to 13 in 2008. In the 1990s, the
decline came to a standstill and the rate hovered around 14-15. There are no significant
differences between rural and urban infant mortality (State Planning Board, various

years).

133



Figure 5.1 Infant Mortality
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Data from table 5.1

Life expectancy figures show similar trends, showing improvements in health
(See Table 5.2). Between 1951 and 1960, women had a life expectancy at birth of 50
years, while men had one of 46 years. By 1968, both men and women’s life expectancies
had been prolonged by 10 years. In 1976 the average life expectancy was 62 years for
men and women and in 2008 this had increased to roughly 74 years. Again, there are no
significant differences between rural and urban figures (State Planning Board, various
years).

Life expectancy and infant mortality are indicators of mortality and both show
significant improvements in the quantity of life lived, and place Kerala ahead of the
average Indian state. These achievements deserve the recognition that they have received.
waever, a 1973-74 National Survey reported a startling discovery: that Kerala had one

of the highest rates of morbidity in all of India (Government of Kerala, 2006). Later
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studies came up with the same result (Panikar & Soman, 1984; Kannan et al., 1990).
Keralites according to these studies suffered from high rates of infectious and chronic
disease. This sparked a lively debate to understand the findings. Some argued that high
morbidity in Kerala reflected higher rates of reporting. Due to their superior health and
education status, people living in Kerala were more likely to seek treatment than in other
states, or than previously in Kerala, thus explaining the high morbidity rates (Panikar &
Soman, 1984). Morbidity is difficult to compare accurately throughout time and space.
Regardless, high morbidity is a problem that continues to plague Kerala today (State
Planning Board, 2009; Government of Kerala, 2006). It is important to contextualise it,
however. For instance, Kerala has a relatively high prevalence rate of tuberculosis (higher
than many other states), but this is combined with a relatively low level of fatality from
tuberculosis (Government of Kerala, 2006). This example is indicative of another trend,
whereby diseases that used to kill have been transformed into chronic illness due to
improvements in treatment but for which a cure remains elusive. HIV/AIDS and various
forms of cancer also follow this pattern. The cost of healthcare increases as a result of the
improvements.

Chronic and lifestyle-related diseases are on the rise in Kerala. Hypertension,
diabetes and coronary disease are becoming more common. This is sometimes referred to
as the fourth stage of health transition, which is related to longer life expectancy and
changing lifestyles (Das, 2007).

Mental health is another issue of concern in the state. Kerala has a disturbingly

high rate of suicides. Its rate, which is almost three times the national average, places it
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higher than all other Indian states (Halliburton, 1998). For our purposes it is sufficient to
know that the government is concerned by it and is trying to address the underlying
problems (Government of Kerala, 2006; State Planning Board, 2008).41

In the 1990s, scholars began to question whether the Kerala model of health could
continue, and whether it was a model at all, due to the morbidity paradox. However,
nothing can discredit the real advances that have been made in mortality, as indicated by
life expectancy and infant mortality. These are advances that are shared all Keralites and

point to real improvements in health.

Government expenditure and fiscal sustainability
There has been a considerable amount of debate about the government’s ability to
maintain its health expenditures over time. The fodder that has fuelled this interrogation
is twofold: the emergence of a vibrant private sector health system and the severe fiscal
problems that the state encountered. Arguments from scholars in relation to each will be
addressed. However, before doing so, the figures themselves will be presented.
Information about government spending in health can be found in Kerala, An
Economic Review and the later version, Economic Review, Kerala. The publications
ranging from 1959 to 1981 only provide data on per capita expenditure on health and
sometimes the net expenditure on health. There is no information about the total size of
government expenditures, nor of expenditure on health in relation to the State Domestic

Product (SDP) (although this could be calculated). Over this time period some

*I The high suicide rate is believed to be linked to the increase in education and abilities that has not been
mirrored in opportunities in the local economy. Other factors believed to affect the rate are social and
cultural change (for instance the increase in satellite television) (Halliburton, 1998).
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publications provide no information whatsoever about per capita expenditures, providing
only the net expenditure. Starting in 1980 expenditure on health is presented in a new
format, which continued into the 21* century. Health expenditures are divided into Plan
and Non-Plan expenditures. Plan expenditures are those supported through grants from
the Indian government and generally are allocated to centrally planned health schemes,
such as disease control. Another change takes place in 1986 where data on health
expenditures is presented with and without Family Welfare expenditures*”. In the 2008
and 2009 versions, the expenditure on health is presented in yet another different format,
dividing it by type of health care (allopathy, ayarveda and homeopathy) without any
mention of Family Welfare. The per capita government spending figures seem to include
Family Welfare from the beginning and are the most consistent figures available.*

The net size of government expenditures has increased annﬁally in Kerala*. This
is apparent in Figure 5.2.

Table 5.4 traces per capita government spending in health. It can be seen that this
has increased substantially over the years, from under five Rupees in 1965-66 to over 270
in 2002-2003. George draws attention to the fact that rates of growth in real per capita
expenditure are dropping (1999). However, falling rates of growth are still increases in
government health expenditure. Glancing at figure 5.3 one can note that the exceptions

are in 2000-2001 and again in 2002-2003, when per capita expenditure in health fell.

*2 The Family Welfare program has spending that relates to health (immunization for instance) but also
spending that belongs in other categories (nutrition or education for example).

* Figures on net investments in health are difficult to compare due to the different categorisation over time.
This results in tables from different editions carrying different totals for the same time period. The per
capita health expenditure figures on the other hand are consistent in different editions.

*“ While the exact numbers may differ, the trend of steadily increasing total government spending in health
is consistently reported.
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Figure 5.2
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Source: Table 5.3 (not adjusted for inflation).

Kerala’s per capita investments in health are historically above the Indian
average, although these too increase over time. In 1969-1970 for instaﬁce Kerala invested
6.96 Rupees per capita compared to the national average of 5.16. Similarly in 2000-
2001, in Kerala the government spent Rs. 238 per capita on health compared to the Rs.
191 Indian average (State Planning Board, 1970 and 2004).

While always above the national average, it has not always outdone all other
states in per capita spending in health. In the 1960s, it was surpassed by Jammu and
Kashmir (State Planning Board, 1967). In the 1980s, per capita health expenditure was
only marginally above that of other states (Ramachandran, 1996). In the 1990s, it fell

behind Rajasthan and Punjab (George, 1999).
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Figure 5.3 Kerala’s per capita investments in public health

Government expenditures in health (per capita)
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Source: Data from Table 5.4 (not adjusted for inflation)

Kerala also spends more than the Indian average when its health spending is
measured as a percentage of total spending. For instance, in 2003-2004 Kerala spent
5.4% of its total expenditures on health, compared to the national average of 4.6% (State
Planning Board, 2007). This was however lower than the portion it allocated to health at
the turn of the century. In 1998-1999 5.9% of total expenditures were allocated to health,
while in 1999-2000, 6.4% were. These are the only years for which this figure is reported
in the Economic Review, Kerala.

Evidently, Kerala is investing heavily in health, in relation to other Indian states.
The amount invested is increasing in both net and per capita terms. It is of interest to
determine what drives the increased expenditure. A substantial portion of the increase in
spending in health has been in salaries of existing health workers. From 1980-1994, there

was a tremendous increase in non-plan expenditure, driven by salary increases (State
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Planning Board, various years). Kerala has a highly mobilised population, which

demands increases in salaries (Kutty, 2000).

Figure 5.4 Plan and Non Plan Health Expenditures in Kerala
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Source: Kutty (2000, 105).*°
The increased cost of health care is also related to the use of technology. There
may be an excessive use of technology in Kerala. For instance, Kerala has one of the

highest rates of caesarean sections during childbirth in the world. The WHO has

45 Kutty compiles the data from various editions of Economic Review, Kerala and adjusts for inflation.

140



documented the percentage of births that normally require caesareans, and Kerala’s rates
surpass this (Thankappan, 2001; Varatharajan, 2004).

Moreover, there has been a serious case of mediflation, where the price of
medicine has increased from 500-900% (Varatharajan, 2004; Kunhikannan & Aravindan,
2000). The Consumer Protection Act has also led to increases in the price of medical
care. Patients often consult more than one doctor and are willing to sue their doctor or
hospital if they suspect malpractice. Doctors as a result tend to be defensive and order a
possibly unnecessary number of costly investigations.

Finally, the changing demographic nature of the state is contributing to the cost of
health care provision. The fertility rate in Kerala has fallen below the replacement rate
and as such, Kerala has an ageing population. The proportion of the population aged 60
or more is on the rise. In 1961 the elderly*® accounted for 5.9% of the population, this
increased to 8.8% in 1991 and 10% in 2001. There are implications of the changing
demographic profile of the state on the demand for health and the ensuing cost of
provision.*” In the Human Development Report on Kerala, the State Planning Board
writes that this new demographic does not automatically have any major effect on health
care spending as “the health care cost would merely be shifted from the young and adults
to older age groups, as the health of the young and adult population has improved” (2006,
33). The argument is not convincing, as no evidence is provided to demonstrate that the

health of young and adult populations does not depend on the current resources invested

% Persons of 60 years of age or more.

7 George (1999) questions whether Kerala can afford to grow old. He writes that health care costs will
rise, but also draws attention to the increased cost of pension and the prevalence of other social security
schemes that target the elderly.

141



into this area, and that their health would not be jeopardised by the cut in spending™®.
However, it is argued that health costs will decrease as there will be a reduced number of
children per household to care for. This is an argument that is often made in relation to
expenditures in education (see for example Chakraborty, 2005).

The more frequent assessment is that an aging population is likely to make a
higher demand on health services (Bose, 2006; George, 1999). Geriatric medicine in
Kerala often relies on expensive treatment and chronic care. However, as Kutty (2006)
notes, there is no reason why for the lack of a preventative approach to geriatrics.
Kerala’s model of low cost health was founded in preventative and primary medicine, yet
preventative and promotional approaches are not being applied to this new demographic.
Lifestyle diseases are aptly named for relating to lifestyle — if that lifestyle is healthier,
many can be avoided altogether. In practice, the aging population is currently
contributing to the increasing the cost of the provision of health in Kerala.

While the government invests more in healthcare, the private healthcare system
grows simultaneously beside it. The presence of a private sector deserves attention. A
popular line of thought in scholarly writing of Kerala is that the eniergence of the private
sector has made up for the reduction of investment in the public sector, and has allowed
good health outcomes to be achieved (Sadanandan, 2001; Government of Kerala, 2006;
Chakraborty, 2005; Varatharajan, 2004; Kutty, 2006; Abraham, 2004; George & Nair,
2004). As we have seen, there was no reduction in real terms, investment actually

increased. However, the increase was mostly in the form of salary increase, and there was

“® Although, if this is the case, it would support the thesis that per capita health investments can be levelled
off with no negative repercussions in health outcomes.
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very little allotted to non-salary expenditure items. This led to a peculiar situation where
there was more money allocated to public health than ever before, yet conditions in
public health facilities were deteriorating. After the mid-1980s, the creation of new public
medical facilities ground to a standstill and the maintenance of existing ones was pobr
(Varatharajan, 2004). There was a shortage of supplies in mid-level hospitals as the direct
result of insufficient funds. Deteriorated service in the public sector, combined with
increased household income from remittances, provided an ideal setting for a private
health system to flourish. The private health sector was able to provide what the public
sector was failing at.

The government of Kerala was well aware of the deterioration of its public
healthcare system and the rise of a private one. However, its finances were in a
precarious situation and this prevented it from investing more in health. This, combined
with the continued increase in health spending, necessitates a careful examination of the
nature and causes of fiscal imbalances in Kerala.

Kerala’s fiscal problems reached a crisis point in mid 2000-2001 (Abraham,
2004). Most scholars trace the origins of this to unbalanced budgets in the revenue
account starting in the 1980s (Abraham, 2004; State Planning Board, various years;
Government of Kerala, 2006; George & Nair, 2004; Varatharajan, 2004). George writes
that the roots extend even further into the past, and that the first symptoms are found in
the 1970s (1999). All analyses of Kerala’s fiscal difficulties note that there was a sharp
deterioration in the 1990s, with the situation becoming seriously problematic from 1995

onwards. Kerala is not the only state in India to have its finances come under severe
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stress; this occurred in most states and was similarly accentuated from 1995 on (State
Planning Board, 2003). The debt/Gross State Domestic Product (GSDP) is a good
indicator of the extent to which an economy can sustain its debt. In Table 5.5.a it is
evident that Kerala has a worse fiscal situation than the average Indian state, but that
these difficulties are shared. Figures of debt per capita are also high in Kerala, as is

illustrated in Table 5.5.b.

Table 5.5.a

States Debt/GSDP ratio (%)

1997 | 1998 | 1999 | 2000 | 2001 | 2003 | 2004 | 2005 | 2006 | 2007

Andhra Pradesh | 19 21 21 24 26 30 31 39 39 36

Karnataka 17 08 18 20 21 27 28 28 28 -~

Kerala 26 26 28 31 32 36 40 39 39 38
Tamil Nadu 16 16 16 19 21 25 26 25 26 24
All States 18 18 18 22 24 30 32 32 32 36

Source: State Planning Board, 2003, (1997-2001 data); State Planning Board, 2009,
(2003-2007 data)

Table 5.5.b
States Per capita debt (Rupees)

11997 | 1998 | 1999 | 2000 | 2001 | 2003 | 2004 | 2005 | 2006 | 2007
Andhra 2303 | 2722 | 3223 | 3882 | 4724 | 6411 | 7565 | 10167 | 11437 | 11912
Pradesh
Karnataka 2256 | 2574 | 3029 | 3623 | 4254 | 5781 | 6617 | 7427 | 8329 | 8590
Kerala 3630 | 4090 | 4940 | 6285 | 7414 | 9512 | 11478 | 12503 | 13588 | 14629
Tamil Nadu 2352 | 2701 | 3216 | 3877 | 4644 | 6134 | 7155 | 7705 | 8742 | 9094
All States 2543 | 2944 | 3522 | 4257 | 4996 | 6402 | 7525 | 8282 | 9238 | 9754

Source: State Planning Board, 2003, (1997-2001 data); State Planning Board, 2009,
(2003-2007 data)

In the early 1990s, the increasing share of the fiscal deficit in relation to GSDP
led to substantial increases in interest payments. The fiscal deficit rose from 3.47% of

GSDP in 1994-1995 to 7.26% in 1999-2000. The subsequent increase in interest
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payments as a portion of GSDP increased from 2.57% to 3.12% in the same time period.
In June 2001 the state government produced a white paper describing the nature of the
fiscal crisis (Varatharajan, 2004). Reform measures followed. The result was stringent
control of expenditure as well as efforts to increase its tax capacity. The ratio of fiscal
deficit to GDSP decreased to 5.1% in 2000-2001, 4.12% in 2001-2002 and after some
variation in the intervening years, has decreased to 2.81% in 2009-2010 (State Planning
Board, various years). Its current ratio brings it under the standard suggested limit of 3%
(Varatharajan, 2004).

A lesson from Scott’s Seeing like a state, may be applicable in understanding the
fiscal crisis in Kerala. Scott demonstrates that there is a tendency to attempt to reduce a
complex phenomenon to an ‘event A leads to event B’ type of scenario, which is seldom
accurate (1998). There are two popular simplifications that occur in scholarly analysis of
the fiscal deficit in Kerala. The first blames the fiscal deficit on the significant
investments that the government made in social spheres (one of which is health). The
second approach blames the Indian government for having diminished its transfer of
funds to Kerala. Both sides contain elements that undoubtedly did contribute to the state’s
fiscal difficulties and will be examined more thoroughly below.

George (1993 & 1999) has written extensively about the fiscal crisis in Kerala,
contending that the state could not generate enough revenue to finance and maintain its
social development. The fiscal crisis was the result of social spending in a stagnating
economy. This line of argumentation is a central part of the theoretical exploration

carried out in chapter 2, and we will return to it in the discussion section of this chapter.
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Tharamangalam (2004) also wrote about the crisis point that Kerala had reached, arguing
that the failure to generate growth (which was at the root of thé crisis) lay in the model of
state intervention that had been followed. The lack of growth and high spending
certainly contributed to the fiscal crisis.

George and Nair (2004) report that the annual growth rate in government health
expenditures from the formation of the state up to 1990 (13.04%) outstripped both the
growth rate of total government expenditures (12.45%) and the growth rate of GSDP
(9.81%).

However, the nature of the expenditure also needs to be examined. Jeromi (2003)
reports that salaries, pensions and interest comprised 71% of total expenditure in 1999-
2000, which was a larger percentage than a decade earlier when the same elements
comprised 56% of the state’s expenditures. Jeromi thus adds to this line of
argumentation, making it slightly more nuanced, explaining “the underlying reason for
the fiscal and liquidity crisis faced by the state can be traced to the high level of pre-
emption of resources for the payment of interest, pensions and salaries and a relatively
high level of spending on social services, especially education, public health, social
security and welfare” (2005: 3272).

The second line of reasoning turns to state-centre relations. First it needs to be
highlighted that the Constitution recognises that states themselves do not have the
capacity to generate enough funds to finance their responsibilities. Income tax for
instance is coilected by the Indian government. In Kerala this is a considerable loss of

taxation power as it is the only way it could tax remittances, which account for a large
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portion of state income.*’ Kerala depends on central transfers to finance its expenditures.
This is not indicative of overspending.

In 1991, India adopted a New Economic Policy in order to control its own fiscal
difficulties. This was a policy of liberalisation .that was endorsed and promoted by the
World Bank and the International Monetary Fund. It imposed strict budget control
measures. In 1994, the central government curtailed its health spending, which reduced
the plan expenditure in Kerala.

The New Economic Policy translated into a dramatic decline in transfers from the
central government to Kerala. In 1991, the transfers accounted for 10.43% of Kerala’s
Net State Domestic Product (NSDP) and by 1999, they had decreased to a value of 4%
(Sandbrook et al., 2007). Kerala’s deteriorating fiscal position is thus explained by the
dramatic decline in transfers from the federal government.

In the Economic Review, Kerala the displeasure of the state can be seen in
response to the new transfer of funds. It is critical of the Eleventh Finance Commission’s
choice of criteria and their weight in the distribution of funding. This introduced the area
of the state into its considerations, which is a disadvantage to Kerala. Kerala argues that
the area of a state is not related to its need for funds from the central government (State

Planning Board, 2000).

* For instance, in 1999-2000, remittances were over 20% of the Net State Domestic Product (NSDP)!
Since 1980, they have accounted for at least 9% of the NSDP, and this has been over 15% since 1992 (with
the exception of 1990) (Government of Kerala, 2006: 46).
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Table 5.6 Central Transfers to states (share of central taxes and grants)

State Total Central transfers (%)
-1 2001-2002 | 2009-2010

Andra Pradesh | 6.7 7.65

Karnataku 49 4.25

Kerala 2.7 4.77

Tamil Nadu 4.5 2.49

All States 100 100

Source: State Planning Board, 2004 and 2010

The economy

Kerala has had a rather uneven trajectory of economic growth. In the decade from 1970-
71 to 1980-81 the NSDP growth rate was 1.4%. In the next decade from 1980-81 to
1990-91 the annual growth rate was of 3%. Since the 1990s, the economy has been
growing at a rate that is very close to the Indian average, averaging an annual growth rate
of 6.5% between 1990-91 and 2000-01(Babu, 2005; Chakraborty, 2005). Growth in
income per capita and of NSDP are traced in Table 5.7. Figure 5.4 provides a visual
comparison of the trend using a constant currency.

Kerala has moved from a relatively poor state in India, to a relatively rich state. It
first had an income per capita that was higher than the Indian aVerage in 1997-98 (State
Planning Board, 1999). Since that point it can no longer be considered a relatively poor
state in the Indian context — even if in 2007-2008, its per capita income was below the
national average, it was only marginally so (Rs. 33372 versus Rs. 33492) (State Planning

Board, 2009).
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Figure 5.4

Figure 3.1: Trends in State Income (Net State Domestic Product)
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Source: Government of Kerala, 20006, 46.

Discussion and analysis of the data

The main goal of the inquiry is to examine the extent to which health depends on
economic growth, to hypothesise about maintaining good health at a stabilised level of
economic activity. In broad terms we will look at the relationship between economic
growth and health, and economic activity and health in Kerala. Human Development
scholars question the ability of governments to maintain human development
expenditures without economic growth. However, it is noted that the quality of
government expenditures is more important than the net quantity. We will return to our
final speculation of chapter 2, that is, do continually increasing government expenditures
contribute to health or can these be levelled off with no negative consequences for the
health of a population? The data presented above from Kerala sheds an interesting light

on these theoretical questions.
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First, it is clear that health outcomes, as measured by infant mortality and life
expectancy, are unrelated to the overall pattern of economic growth in Kerala. For the
first thirty years, Kerala’s health outcomes increased while the economy grew by very
little. This lop-sided development did not go unnoticed and triggered much debate about
the sustainability of the model. Kerala passed under the radar of Ranis and Stewart’s
(2000) earlier cited study due to is status as a state within a country. Later, when the
economy started to grow at a more rapid pace, health outcomes continued to increase. It
is now placed in a position of virtuous development, where both human development and
economic activity increase (Chakraborty, 2005; Government of Kerala, 2006).

Second, Kerala began significant health improvements when it was a relatively
poor state in India, measured by income per capita. Good health was being pursued at
relatively low levels of economic activity. It is difficult to compare Kerala’s level of
economic activity with other countries. As it is not a country itself, its per capita income
is not consistently translated into a currency that can be compared with other countries.
Kerala is not considered a relatively poor state in India today as it has an income per
capita that is similar to the national average. However, India as a whole is classified by
the World Bank as a lower middle income country (2010). It can be assumed that Kerala
would also fall into this classification. In any case, Kerala has a relatively low level of
economic activity and achieves relatively good health outcomes.

Turning to government expenditures in relation to economic growth, it is evident
that net health expenditures were able to increase over the entire period of mixed

economic growth. In the discussion of Kerala’s fiscal crisis, the potential role of health
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expenditures in leading to the crisis was touched upon. It is important to note that the
fiscal crisis began at the earliest account in the 1970s, and became seriously problematic
from the mid 1990s onwards. From the formation of Kerala to the 1970s, Kerala’s health
expenditure increased dramatically. In 1965-66, per capita health expenditures were Rs.
4.49, which more than doubled to reach Rs. 9.87 in 1973-74. This initial increase in
expenditure occurred in a period of low economic growth and yet did not trigger a fiscal
crisis. This does not diminish the role of later increases in government health spending in
the fiscal crisis. It is interesting to note however, that the fiscal crisis sets in during a
period of economic growth. As Figure 5.4 demonstrates the economy grows quickly
beginning in the mid 1980s, which coincides with the steady deterioration of the fiscal
situation. This finding is at odds with the association in Human Development writing of
government investments in human development being unsustainable during periods of
low economic growth, and being fiscally sustainable in periods of higher economic
growth.

It is also of interest to note the effect of the fiscal crisis on health spending. The
crisis reached a peak in 2000-2001. Net expenditures in health increased through the
heart of the crisis and have continued to increase since the worst phases have been
passed. The government of Kerala was (and still is) concerned with reducing
expenditures, and yet health expenditures were allowed to increase. It is clear that the
amount of resources invested in health were constrained. This is part of the reason the

private sector grew.
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This leads to the most pertinent relationship: the one between government
spending and health outcomes. Per capita government expenditures are continually
increasing in Kerala. Do health outcomes increase proportionally? Kerala has reached
levels of health that hover just below the best outcomes in the world. An infant mortality
rate of 13 per 1000 live births places it in a similar position to Argentina (13), Barbados
(10), Belarus (11), Bulgaria (9), Kuwait (9) and Latvia (8). Its life expectancy of 74
years is higher than Malaysia (73), and Jamaica (72). It is not far behind Cuba (77) and
Kuwait (78) (WHO, 2010).

The discussion earlier drew attention to the fact that increased expenditure on
health in Kerala was mainly captured by increasing salaries of health professionals. The
other areas that contribute to increased health spending are similarly related to actual
health outcomes (excessive use of technology, multiple consultations, etc.). Kerala
appears to be spending more in health, but with less of an effect on health outcomes as a
result. This is a reminder that the quality of the spending is in fact the main determinant
of the effect on health outcomes.

The rate of improvement in health has slowed. This is partly related to the quality
of the spending, but also to the nature of the health situation. When the infant mortality
rate was 120 (in 1951-1961), there was ample room for improvement. As the infant
mortality rate has fallen, it has become more difficult and expensive to make it fall more.
As aresult, in the 1990s infant mortality rates have not changed significantly. In 1993 the

rate had already reached 13.
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Heller (1994) writes that redistributive policies in Kerala have reached a point of
diminishing returns. Diminishing returns of course do not mean that improvement has
abated, but that the pace of improvement has slowed. There is room for Kerala to make
improvements in the health status of its population. However, this is limited. It is possible

to reduce infant mortality and expand life expectancy, but not indefinitely.

Conclusion

Kerala’s achievements in health as measured by infant mortality and life expectancy
speak for themselves. While these outcomes are impressive, the story of health in Kerala
becomes convoluted by the interaction between the Indian government and the state
government; the rise of the private sector; the increasing cost of health mainly due to
salaries and the use of technology; the high level of morbidity and the changing nature of
population demographics. Addressing these issues will be important in the continued
pursuit of health in Kerala. It will demand strong and focused public policy. The coming
years will show whether the merits of the decentralisation and the new health insurance
scheme are up to the task.

A longitudinal analysis of the resources allotted to health, the government’s
ability to invest these resources and the impact on health has been carried out to advance
our understanding of the relationship bétween health outcomes and economic growth and
economic activity. Examining the interaction of these factors in Kerala allows for two
main conclusions. First, the link between economic growth and health outcomes and

between economic growth and the government’s ability to maintain expenditures on
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health was found to be weak. Second, the recent increases in health expenditures do not
have high returns on health outcomes. Together, these hint at the possibility of pursuing

health within limited levels of economic activity.
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Tables

Table 5.1 Infant Mortality Rate (per 1000 live births)

Year | In Kerala | In India
1966 68.3

1970 52.6 129
1973 52

1975 57.3

1976 56.3

1977 50.1

1978 42.6

1979 444

1980 42 117
1990 21 80
1991 17 80
1992 17 78.5
1993 13 74
1994 16 74
1995 15 74
1996 14 72
1997 12 71
1998 12 72
2002 10 63
2008 13

Source: State Planning Board, various years.

Table 5.2 Life expectancy (at birth)

Period In Kerala In India
Males | Females | Males | Females

1951-60 | 46.17 | 50.00

1966-70 | 56.70 | 60.00

1971-73 | 60.62 | 62.08

1975-77 | 62.53 | 65.17

1976-78 | 63.63 | 66.19

1977-79 | 63.82 | 66.91

1979-80 | 64.70 69 54.1 54.7
1978-80 | 64.23 | 67.88

1980-82 | 66.30 | 70.70

1981-83 | 66.00 | 71.80

1982-84 | 66.50 | 73.40

1983-85 | 65.70 | 72.50

1984-86 | 66.90 | 72.80

1989-90 | 67.50 | 72.90 59.0 59.7
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1990-91 | 69.00 | 72.00

1991-96 | 67.23 | 72.37 | 60.6 61.7
1996-00 | 68.23 | 73.62 | 62.3 64.2
2001-02 [ 71.67 | 75.00 | 64.11 | 65.43

Source: State Planning Board, various years

Table 5.3 Total Government spending on health (excluding Family Welfare)

Year In Lakh Rupees
1975-76 2758.09
1976-77 2915.54
1977-78 3174.79
1978-79 3577.14
1979-80 4119.7
1980-81 4880.65
1981-82 5842.85
1982-83 5938.22
1983-84 6979.43
1984-85 7428.81
1985-86 9856.87
1986-87 11375.43
1987-88 11739.20
1988-89 13210.53
1989-90 14950.88
1990-91 18117.3
1991-92 19231.33
1992-93 20106.93
1993-94 24864.03
1994-95 29711.03
1995-96 35757.15
1996-97 38766.55
1997-98 46548.78
1998-99 49534.48
2001-02 65587.79
2002-03 71214.24
2003-04 74572.39
2004-05 84339.78
2005-06 96049.66

Source: The data from 1975-1999 is from the State Planning Board, 2000. The remaining

data are from the State Planning Board, 2007.

Table: 5.4 Government Spending on Health in Kerala

Year

Per capita
expenditure on
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health in Rs

1959-60 Na
1965-66 4.49
1966-67 5.28
1967-68 5.93
1969-70 6.96
1970-71 7.61
1971-72 8.16
1973-74 9.87
1975-76 11.23
1976-77 Na
1977-78 Na
1978-79 20.63
1979-80 Na
1980-81 Na
1985-86 46.27
1986-87 52.74
1987-88 52.37
1988-89 55.75
1989-90 64.34
1990-91 76.52
1991-92 78.6
1992-93 80.04
1993-94 98.53
1994-95 116.16
1995-96 134.31
1996-97 144.12
1997-98 168.22
1998-99 193
1999-00 232.68
2000-01 221.26
2001-02 238.26
2002-03 231.58
2003-04 271
2004-05 Na
2005-06 Na
2006-07 Na
2007-08 Na
2008-09 Na

Source: State Planning Board, Kerala, various years
Note: The years marked Na indicates that in the appropriate edition per capita

government spending on health was not calculated. Years that are missing entirely from

the table are editions I was unable to access.
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Table 5.7 Economic History of Kerala

Year NSDP (in lakh Rs.) | Income per capita (in Rs.)
1960-61 43222 259
1961-62 43825 256
1962-63 45448 260
1963-64 46357 259
1964-65 48353 264
1965-66 48839 261
1966-67 51378 268
1967-68 54788 279
1968-69 57447 286
1969-70 59965 292
1970-71 62575 298
1971-72 65237 304
1972-73 66744 304
1973-74 68251 303
1974-75 70489 307
1970-71 116993 557
1971-72 122614 571
1972-73 125226 570
1973-74 124950 556
1974-75 126833 552
1975-76 132106 562
1976-77 130182 544
1977-78 134469 552
1978-79 139854 564
1979-80 139739 555
1993-94 2340083 7788
1994-95 2560801 8417
1995-96 2688706 8728
1996-97 2802645 8987
1997-98 2863315 9079
1998-99 3064366 31856
1999-00 3271615 10178
2001-02 4291033 13421
2002-03 6255964 19367
2003-04 6766710 20763
2004-05 7088933 21563
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2005-06 8172250 24649
2006-07 10878037 32544
2007-08 1124409 33372

Source: State Planning Board, 1977, 1981, 1999, 2002 and 2009. Data for 1960-61 to

1974-75 is in 1960-61 rupees. Data from 1970-71 to 1979-80 is in 1970-71 rupees. Data
from 1993-94 to 1999-00 is in 1993-94 rupees. Data from 2000-01 to 2007-08 is in 1999-

00 rupees.
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Chapter 6:

Conclusion

At the outset of this study, a problematic was introduced re the pursuit of continued
expansion of economic growth as a viable means for the current human population to
advance human development. One of the implications of the biophysical limits of the
earth is that there are eventual limits to economic growth. This recognition directed the
study’s exploration of the pursuit of health at stabilised levels of economic activity, by
exploring the experience of Cuba and Kerala.

The theoretical examination of the Human Development approach revealed the
potential use of economic growth for human development. Economic growth has the
ability to influence human development through two main avenues: individual income
and government expenditures. It is widely agreed that there are limits to the benefits of
increased individual income in the expansion of human development. The use of
government expenditures is not as evident. It was illustrated that the net quantity of
expenditures is unrelated to human development outcomes. However, when expenditure
quality is good, the amount may also be important. The fundamental issue in government
expenditure was reduced to the relationship between per capita expenditures and human
development outcomes. It was noted that Human Development scholars question the
ability of governments to maintain spending on human development during periods of
low or zero growth. Finally, our analysis found that the Human Development approach is

hesitant to engage in the exploration of whether human development can be pursued at

160



certain levels of economic activity rather than in scenarios of continued economic
growth. Nonetheless, it was demonstrated that this is a question of theoretical interest and
of practical importance.

The underpinnings of the Human Development approach found in the second
chapter guided the rest of the analysis. In order to limit the scope of the study, health was
selected as a component of human development. The focal point was found to centre on
the government’s fiscal ability to spend and the implications of its expenditure on health.
Two communities whose governments have pursued health under mixed economic
conditions were examined. These were Cuba and Kerala. This concluding chapter will 1)
acknowledge outstanding biases in the study; 2) review the lessons that can be drawn
separately from each of the case studies; 3) return to the research question and draw final

conclusions; and 4) suggest areas of further inquiry.

Biases and weaknesses inherent to the study

There are several elements that need to be addressed before noting the lessons that each
case study offers for the research question. First, measuring health by infant moﬁality
and life expectancy influences the sfrength of the conclusions. These are indicators that
have definite limits to improvement. It is impossible to reduce the infant mortality rate
below zero, and increasingly expensive to reduce it below the existing low rates. The
same is true of life expectancy, where extending average life expectancy beyond already
good levels is very difficult. This favours the conclusion that there are eventually

decreasing marginal returns to investments in health. However, both indicators are in
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fact good gauges of health in a population. Moreover, while morbidity is more difficult to
measure, it is likely that it too has real limits to improvement, and certainly one could
imagine diminishing returns on investments in health, using morbidity as an indicator.
The question of morbidity raises another issue. It was demonstrated that in fact Kerala
fared poorly in morbidity. Contrary to the good mortality data, this indicates that real
improvements can and should be made in health. These improvements may require better
and more investments in health (and factors affecting health — nutrition and sanitation for
instance in this case). It is possible that improvements in mortality are easier and cheaper
to achieve than improvements in morbidity. Conclusions drawn about health measured
only from mortality indicators risk being incomplete and misguided.

The second acknowledgement serves to underline that in the empirical chapters
on Cuba and Kerala there was an emphasis on the resources devoted to health and these
are underestimations of the real cost of health in both Cuba and Kerala, while
simultaneously, it places more importance than is due on the quantity of health
expenditures. The goal of Chapter 3 was to recognise the other investments that impacted
health. This limited study was unable to account for all of them empirically and as such is
biased to underestimate the real cost of health,” This stﬁdy focused on the quantity of
resources allocated to health, despite recognising that the quality of the expenditure is of
equal importance. The health systems in Cuba and Kerala were described with the
objective of underscoring the importance of the nature of the expenditure. Thé reason that

the volume of health expenditures assumed a position of centrality in this study is the

%0 By focussing on government expenditures, the burden of caring for sick family members was sidelined.
This too is an important cost (for example see Gulati & Rajan, 1999).
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following: health outcomes do require economic inputs (the quality can influence the
amounf needed); there are eventual limits to economic growth; as such, it is of interest to
uncbver the minimal amount of inputs required to pursue health. Furthermore, total
government health expenditures were reported but were not disaggregated to show the
various types of health expenditures (promotive, preventative, primary, curative, chronic
care, etc) and trends within these. Such an analysis would have been interesting and have
allowed for stronger conclusions, but was impossible to do with the available data.

The third acknowledgement is that in neither case study was economic growth
actually limited by the biophysical limits of the earth. This inevitably weakens the
strength of conclusions that may be drawn. Kerala and Cuba classify as lower-middle
income and higher-middle income communities. Their rollercoaster-like economic
histories are the result of geo-politics and international economics more than ecology.
This is where one of the main differences between social sciences and applied sciences
becomes evident. In social science it is impossible for the researcher to manipulate the
variables and observe an outcome. Cuba, unlike Kerala, has not had prolonged periods of
economic stagnation that are useful to examine in regard to the thesis of this study.
However, the relatively low levels of both of their economic activity and the periods of
economic stagnation (in Kerala) made them useful cases for this study. Due to the above
constraints, the final conclusions of this study are tentative and conditional based on
further research.

The final issue that needs to be addressed relates to the scope of the study.

Analysis was attempted for four distinct variables: health outcomes, government
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expenditure, government fiscal balances, and economic levels and growth. While it is
common for studies to examine the interaction of various combinations of two of these
variables, it is quite rare for a study to undertake all four. Undertaking an analysis of all
four variables makes the implicit assumption that they are linked. This assumption is not
the author’s alone, but can be taken from the Human Development approach. In the
earlier analysis, it may appear that the author makes rather large shifts from one data area
to the next. However, the nature of the research question posed necessitated the
consideration of all four variables. Nonetheless, researching only whether a government
is able to finance health expenditures is simplistic. Presumably total government

revenues invariably surpass health expenditures.

Evidence from Cuba

The longitudinal analysis of Cuba found, consonant with other studies, that Cuba has
levels of health that rival the best health outcomes in the world. Health has been
considered a right of all citizens and a duty of the state. Generally, the trend is of
increasing government health expenditure, in per capita terms. The increased
expenditure took place during periods of both low growth (ie. in the 1960s) and high
growth (ie. in the 1970s). Scholars attribute the ability of the government to invest highly
in health to the aid it received from the Soviet Union. When the Soviet Union collapsed
this triggered an economic crisis in Cuba. Repercussions from the crisis were reflected in
net and per capita health spending by the government during the early 1990s. However,

since the Special Period, the government has returned to the trend of continually
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increasing health inputs, this time without the aid of the Soviet Union, but during a period
of economic recovery and growth.

The empirical evidence from the four variables studied in Cuba allows for several
observations. First, health outcomes do not appear to be closely linked to economic
growth. During the stagnation of the 1960s, infant mortality statistics worsened but life
expectancy improved — health outcomes move in opposite directions.’’ These two
indicators show improvements over the rest of the period, which continued amidst a
significant economic crisis. The second observation, which is in a similar vein to the
first, is that health outcomes were improved at relatively low levels of economic activity.
Cuba has only recently graduated to the World Bank’s classification of upper-middle
income country. As the Cuban minister of science, technology and the environment
observed: “Limited financial resources do not condemn a country to poor health if the
resources are distributed and used well, and if we train health and science workers
committed to their mission and their people. If there is one contribution Cuba can make
in this field it is to prove that it can be done” (Miyar, 2010).

Third, increasing health expenditure is not closely linked to increasing debt.
Since the collapse of the Soviet Union, health expenditures have continued to increase.
The evidence presented in Table 4.5 demonstrates that health expenditures and fiscal

imbalances do not even always move in the same general direction.

>! It should be recalled that the increase in infant mortality rates may simply be a result of more accurate
data collection.
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Finally, it is noted that per capita health expenditures may be reaching points of
diminishing marginal returns. That is, continued improvements in health are proving to

be increasingly expensive, as health has already reached high levels.

Evidence from Kerala
The longitudinal study of Kerala also allowed for interesting observations. Health in
Kerala is relatively good when compared to ofher Indian states, and is not far behind the
best health outcomes in the world. Health in Kerala continues to be a priority for the
state, however there has been a rise in the role of a private healthcare system in curative
medicine. The private system grew alongside a public health sector that received
increasing inputs, and yet whose quality was decreasing. Health outcomes in Kerala give
rise to another apparently paradoxical situation: indicators of mortality and morbidity
lead to diverging rankings when compared with other Indian states. Kerala was long
criticised by Human Development scholars for its lack of economic growth, as this was
assumed to limit its ability to maintain its model of high health (and other aspects of
human development). However, since the mid-1980s, these concerns have somewhat
abated as there has been regular economic growth in the state.>® Kerala, like other Indian
states, has encountered fiscal difficulties. In Kerala the fiscal crisis was particularly acute.
The interaction of health outcomes, government expenditure, fiscal balances, and
economic growth and activity give rise to several observations. First, health outcomes are

not dependent upon economic growth. Kerala maintained a position of ‘lop-sided’

2 There is some continued concern about the nature of the economic growth, and a certain amount of
hesitancy to describe it as sustainable.
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development for approximately 30 years. Kerala also achieved significant improvements
in health at relatively low levels of economic activity. For a long time Kerala was a
relatively poor state in India, yet had health outcomes superior to the Indian average.
Although it is no longer classified as a poor Indian state, on an international scale,
Kerala’s level of economic activity can be considered relatively low.

The next observation addresses the relationship between government health
expenditures, the ability to maintain these expenditures and economic growth. The
earliest roots of the fiscal crisis in Kerala are reported to be found in the 1970s. This
indicates that the increased spending that occurred for a full decade during the 1960s is
not responsible for the crisis according to scholarly analysis. During the 1960s, net and
per capita expenditures in health increased. In fact, both have increased annually,
without exception, to the present. While health expenditures may have contributed to the
fiscal crisis, it is impossible to fully attribute it to them. Moreover, the fiscal crisis
worsened, reached its peak, and improved during a period of economic growth.

Finally, it is apparent that while health expenditures have increased in Kerala,
their impact on health may not be proportionate. This was particularly evident in the
1980s, when the public sector hospitals were falling into disrepair despite the increased
expenditure by the state. There are two main explanations for the divergence of health
outcomes and health spending in Kerala. The first is that highly mobilised health workers
capture much of the increase in health spending in the form of salary. The second is that

the changing demographic profile of the state is demanding more expensive curative care.
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General Conclusion

The analysis carried out in Kerala and Cuba was able to address some issues that have not
been well explored in Human Development literature. The research question posed
whether the pursuit of health required continued economic growth or whether health
could be pursued at stabilised levels of economic activity. In Human Development
theory, the answer lies in the relationship between government spending in health,
government finances and health outcomes.

The relationship in Cuba and Kerala between these factors leads to similar
conclusions. A comparison between health outcomes and economic growth shows in both
cases that health outcomes can improve during periods of low growth and even during
periods of regression and stagnation. Human Development theory recognises that health
can be achieved in the short term with little economic growth, but argues that in the long
run, economic growth is necessary for the government to maintain its expenditures.

In fact, in both of the case studies the governments demonstrated their ability to
maintain health expenditures during fiscally difficult periods. Human Development
scholars would point to the fiscal difficulties encountered in both Cuba and Kerala as
indications of unsustainable government expenditures. In Cuba, it is particularly difficult
to understand the origins and amount of debt accumulated during the period when the
Soviet Union aided the country. However, since the collapse of the Soviet Union, Cuba
has increased its health expenditures, yet these can not be closely linked to the size of its
fiscal deficit. In Kerala, health spending has increased through the epicentre of the fiscal

crisis. The financial health of the state is improving, while health spending increases.
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Moreover, fiscal difficulties themselves do not appear to be closely linked to the growth
of the economy. While health expenditures do not appear to be closely linked to the fiscal
problems of either government, keeping a balanced budget has been difficult in both
Kerala and Cuba. This was a particular difficulty in Cuba during the Special Period and
in Kerala during the fiscal crisis. This observation should be placed in perspective: many
governments have accumulated massive debts, without particularly high health — or
human development - expenditures.

These first two observations suggest that economic growth may not be of great
importance. Health can improve in periods of low economic growth. Health expenditures
by the government are not closely linked with fiscal imbalances, which in turn are not
closely linked to economic growth. The salient Human Development lesson from Kerala
and Cuba, which has been noted repeatedly in scholarly analysis, is that countries with
limited resources can pursue health, if they are truly committed. Their holistic approach
to health offers a model for other societies. Pursuing health was not a matter of targeting
one particular health issue, but part of a comprehénsive health and human development
policy. The experiences of Cuba and Kerala also shed light on some of the sequences of
challenges faced in public health policy. Improving infant mortality and life expectancy
gives way to new issues: a rise in lifestyle diseases and caring for an aging population.
Kerala’s health system is illustrative of some of the costs associated that can be

associated with a mixed (public and private) health system.’ 3 There is a difficulty in

B It is clear however, that Cuba spends significantly more on health As Kerala is not a country,
international agencies do not report regular data for it. This unfortunately limits the comparison of their
health expenditures. Despite evident problems arising from converting 2003-2004 rupees into current
Cuban pesos, it does provide some insight into the extent of the differences in spending. As such, in 2003-
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-enticing professionals to work in the public service (and may necessitate higher salaries).
This is not a problem encountered in Cuba, which even ‘exports’ health professionals
(who incidentally have low salaries).

However, the Human Development approach does not explore the implications of
the high health achievements at low levels of economic activity in Kerala and Cuba. Yet,
their examples solicit and justify exploring the possibility of pursuing health at stabilised
levels of economic activity. Empirically, in broad terms, health has been improved and
maintained at relatively low levels of economic activity in Kerala and Cuba.

However, in both Cuba and Kerala, per capita health expenditures are continually
increasing. For a government to be able to fund increasing per capita health expenditures,
only a certain amount of shifting of expenditure priorities can occur. Eventually greater
expenditure necessitates an expansion of revenue, which may require economic growth.
Thus it is of interest to examine the relationship between health expenditures and health
outcomes.

Part of the increased expenditure in both case studies reflects new health issues
arising from their aging populations. The demographic transition occurring in both
societies is the direct result of their health accomplishments: people are living longer and
having fewer children. In theory this transition does not necessitate excessive increases in
health expenditures by the government. However, in practice, in both Cuba and Kerala

health expenditures have increased. Despite health models that are founded in similar

2004, Kerala spent 271 rupees per capita, which translates into 5.87 Cuban pesos. In the same year, Cuba
spent 180.26 pesos per capita on health. It is to be expected that Kerala spends less on health than Cuba; it
has a smaller economy, a larger population and is only a partial provider of health (vibrant private health
system).
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principles of preventative, promotive and primary health, in both Cuba and Kerala the
response to the aging population is expensive treatment that relies heavily on technology.
It may be possible to approach geriatrics differently and thus reduce health costs in both
cases. The diminishing returns to health expenditures are related to their cﬁrrent
approach: treatment is more expensive than prevention.

There is another element that gives rise to diminishing returns of health
investments — this is that both societies have reached states of relatively good health. It is
clear that Cuba has better health outcomes than Kerala, which therefore has a wider
margin for improvement. There is an absolute limit to possible improvements in health,
and as societies get closer to it, the cost of continued improvements increases. This

»ﬁnding suggests that per capita government health expenditures in real terms could be
levelled off with no negative consequences for health. It follows logically that per capita
levels of economic activity could be stabilised, without diminishing the ability of the
government to maintain its expenditurés on health. This study therefore supports the
earlier cited observation that there are diminishing marginal returns on investmenfs in
health: it appears that the diminishing marginal returns to health expenditures are not
limited to individual expenditures, but are encounteréd in government expenditures as
well.

The conclusion of this study is not that societies in the South should immediately
discard economic growth, but that in pursing health, unlimited economic growth does not
appear to be necessary. Good health can be achieved at low levels of economic activity,

and presumably also at stable levels of economic activity. As a result, the implications of
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eventual limits to growth arising from the biophysical limits of the earth, do not pose an
inherent obstacle to the pursuit of health. As the global human community strives to

strike a balance with the earth, good health can be pursued.

Implications for further research

Earthly limits raise a multitude of other questions for human development. It has been
noted that the Human Development approach has been hesitant to address the
implications of levels of economic activity on the pursuit of human development, rather
than focusing on economic growth. The findings of this study suggest that it is a field
that deserves attention.

This study examined whether health could be pursued at stabilised levels of
economic activity. It would be of interest to engage in a similar study of broader scope
that analysed the relationship among all of a governments’ human development
expenditures (or single element studies of other aspects) and their outcomes. There is
already some evidence showing that expenditures on education can decrease when
population growth slows (Chakraborty, 2005).

The implications of limited economic growth on employment can drive research
in yet another direction. Employment is an important aspect of human development
typically perceived to rely directly on economic growth, not on government expenditures.

It is apparent that this study only began to address some of the implications of
eventually limited economic growth on the pursuit of human development, focusing on

health. The encouraging findings from Kerala and Cuba, as well as the possibility for
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theoretical explorations in the Human Development approach, should precipitate more

research in the area.
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