


mainly affected entitlement and the mechanism of
financing care, residents are enrolled by individual
choice in one of four sickfunds which are respon-
sible for care provision. These funds receive fin-
ancing on a capitation basis through the National
Insurance Institute which collects an earmarked
“health tax” based om household incomes, em-
ployers’ contributions, and government discretion-
ary contributions!-2,

The largest of these funds, the General Sick
Fund (GSF), is responsible for the care of about
70% of the Israchi population. All four funds oper-
ate much like health maintenance organizations
(HMOs) or preferred provider organizations
(PPOs); they provide prescribed services to mem-
bers, the GSF mostly directly through salaried staff
in facilities owned by the fund, and the others
through a combination of contractual free-standing
providers and salaried staff. The new Bill has not
changed this aspect of the health system. Neither
has it changed, as yet, the ownership, financing,
and management of hospitals which are the key
issue in this discussion; these particular aspects of
the system remain as they were in 1990.

The MOH owns and operates (as of 1993) 45%
of total general hospital beds in government hospi-
tals. The GSF owns and operates 30.38% of the na-
tion’s general hospital beds in GSF hospitals. Non-
profit institutions own and operate almost all
remaining general hospitals. The GSF purchases
roughly half of its hospital services from govern-
ment and other hospitals at official rates set by the
MOH. The other sickfunds, which do not own hos-
pitals, purchase those services at the official rates
almost entirely from government, GSF hospitals,
and the non-profit hospitals which operate as
quasi-public facilities. One of the small sickfunds
iself owns and operates a small hospita) of about
30 beds.

The fees set by the Ministry of Health have
tended to be set on a per-diem basis, resulting in
inappropriately low rates for expensive cases, es-
pecially obvious in the treatment of costly hospital-
izations such as those involving coronary events,
In the early 1990s a so-called “differential price
list” for selected hospital procedures was initiated
by the MOH to replace the per-diem fee?*. This Jist
has proven controversial, as its cost-accounting
foundations have remained unclear. The result is
that there is not yet a pricing mechanism reflecting
the real cost of hospitalization, and expensive cases
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have been almost invariably subsidized by the gOv-
ernment to all sickfunds, and by the GSF to the
smaller sickfunds. This state of affairs is reflected
for the study period in Table 1 where MOH fees
for selected coronary procedures are compared
with estimates of the actual costs of those proce-
dures. It should be noted that, at the time of the
study, even the fees indicated in the Table were not
charged; based on per-diem fees of about New [s-
raeli Shekels (NIS) 600 per day during the period
relevant to this discussion, actual fees were lower
than those indicated in the Table.

Table 1. MOH fees and estimated costs of selected coronary
procedures.

Type of fees/cost  Coronary Angio Coronary —‘
Angiography plasty by-pass
(NIS) (NIS) (NIS)
MOH fees 3,351 8,041 18,763
Estimated
total cost 3,360 12,384 36,301
Estimated
L variable cost 1,870 4,220 10,471

Notes: The variable cost includes wages of personnel plus ex-
penditure on consumables. The tmplied fixed cost includes im-
puted costs of using buildings and equipment plus overhead ad-
ministrative costs. As for buildings, a straight line annual
depteciation rate of 2.5% is nsed plus 6% of the annual value of
capital costs. As for equipment, a straight line annual deprecia-
tion rate of 14.3% is used pius 6% of the annual value of capital
costs. All prices and costs reflect 1991 prices. Mid-year ex-
change rate for that year, $US | = 24 New Isracli Shekels
(NIS),

Sources; MOH?® and Adam and Shiran®3.

As a result, the annual expected hospitalization
costs per average survivor of a coronary event
were ai the time as summarized by institution in
the left-hand column of Table 2. Alternatively,
these were the (total) costs each institution can
save in the long term through prevention. For the
MOH, the expected cost (or saving through
prevention) of a secondary event hospitalized in
one of its hospitals was, at the time of the study,
the amount of subsidy (NIS 1,398) provided by the )
MOH for each patient. This subsidy is the dif-

ference between the estimated expected cost (NIS
6.686) and the expected official fee of the MOH
(NIS 5,288). For the small sickfunds which do not




Table 2. Expected savings of a preventable case by institution
and type of cost, 1991

Institution Total cost Variable cost Marginal cost
(NIS) (NIS) (NIS)
Ministry of Health 1,398 752 419
Small sick fund 5,288 5,288 5,288
General Sick
Fund {(GSF)
QOwn hospitals 6,686 3,600 1,080
System-wide 5,987 4.275 2,310

Notes: The average cost of hospitalization of a coronary event
is based on the data reported in Table 1 and the following dis-
tribution of procedures for 100 (surviving) patients: coronary
angiography — 55 procedures; angioplasty — 12 procedures; and
coronary by-pass-5 procedures. To these dala hospitalization
costs are added for 28 persons who underwent no procedure
ptus 17 who died (6 days sach at NIS 571 per day). Marginal
cost is calculated by assuming that the labor cost of the variable
component is (quasi) fixed. Detailed computations for this and
other tables may be obtained upon request from author.

own hospitals, the expected cost or savings of an
event was the official fee, NIS 5,288 (Table 2, left-
hand column, second row). For the large sickfund
(GSF) the situation was and still is more complex.
Because it hospitalizes in its own institutions as
well as in government institutions, GSF has borne
the full hospitalization cost in its own institutions,
and hence has been expected to capture at best
only part of the hospitalization subsidy provided by
the government. The expected total cost in its own
institutions were the actual cost (NIS 6,686). Given
that, at the time, the GSF hospitalized about 30%
of its patients in government hospitals, it has a
“system-wide” cost of hospitalization at NIS
5,987).

Relevant here are several additional financing
and management issues which tend to make man-
agers have short-term cost considerations that limit
their vision and reinforce the diminishing effect of
the government subsidy on potential savings from
secondary prevention. First, hospitals have been
centrally budgeted; they have rarely been paid di-
rectly for services, especially services rendered to
members of the GSF. This implies that hospital
managers have had no direct benefits from savings
incurred by the system as a whole. Worse, being
budgeted by number of beds, these managers have
had no incentive to cut down on hospitalizations.
Second, the domination of strong labor unions in

the Israeli health care system has made managers
look at labor costs as fixed or quasi-fixed, dis-
counting potential savings in those costs when con-
sidering introduction of a new cost-effective tech-
nology. Third, the GSF has been in severe financial
difficulty; for the last 8-9 years it has had an accu-
mulated debt burden of approximately NIS 3,000
million (1994). This has substantially curbed the
Fund’s ability to borrow, even when it would be
prudent in the long run to do so. Furthermore, ever
since 19835, institutions supported by the State bud-
get have been prohibited from borrowing from fin-
ancial institutions without prior goveriiment appro-
val. Under these circumstances, cash-flow and
other short-term financial considerations have out-
weighed long-term cost-benefit considerations:
short-term cash-saving strategies have been pur-
sued even when they are less than optimal in the
long term.

These issues, however, mattered differently ac-
cording to institution. Relevant short-term cost
considerations are those presented by institution in
the center and right-hand columns of Table 2. [n
the short term, the MOH might have considered
only variable, or just marginal, costs of supplies
hecause of the quasi-fixed nature of fabor cost (as-
suming 70% labor and capital costs). These data
show the potential expected short-term benefits to
the government, as provider of hospitalization ser-
vices, from secondary prevention of cardiovascular
events. The small funds which have not owned
hospitals, have had identical long- and short-term
considerations; hospitalization saved was, at the
time, the (subsidized) fee they would need to pay
for hospitalization {NIS 5,288). The GSF, owning
hospitals, is subject to all the considerations men-
tioned above. The expected variable cost is NIS

3,600; the marginal cost (based on assuming labor

cost as fixed) is NIS 1,080. These costs change
somewhat when the subsidy due to hospitalization
of GSF members in MOH hospitals is considered.

In sum, the hospitalization subsidy diminishes pro-
viders” benefits of saved hospitalization. Such.
benefits are further reduced when only short-term
cost savings are considered. This argument can be
presented formally. Suppose that there are two sub-
stitute preventive therapies, one of which is more
effective and costly than the other. The more effec-
tive therapy (i=2) costs C2 per unit of treatment
and leads to N2 instead of N1 days of hospitaliza-
tion. That is, C2 > C1 and N1 > N2. Suppose fur-
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ther that each day of hospitalization costing B is
subsidized by the amount S. Withour loss of gener-
ality, the marginal cost-benefit ratio to providers
(MB) from introducing the more effective and
costly therapy is:

_(Ni-N) B 5)

MB
C:-C
The impact of the subsidy or amount of discount is:

d(MB) _ Np~-N|
Il  C-C

< @

as N2 < N1

That is, the larger the discount S, the smaller the
marginal benefit from the introduction of the more
beneficial and costly therapy.

Cholestercl-lowering care technology and its
cost in Israel

As in other developed nations, cardiovascular dis-
ease (CVD) is the major cause of death in Israel.
The most recent published statistics prior to this
study (1987) show that, while 19% of all deaths
were attributed directly and indirectly to malignan-
cies, a tull 42% of all deaths could be attributed to
diseases of the heart and blood vessels (State of Is-
rael*).

One of the main factors leading to the incidence
of non-congenital cardiovascular disease is athe-
rosclerosis, or the deposition of fat within the
lumen of blood vessels, causing narrowing of the
arteries, blockage, and ischemia. Several important
risk factors are associated with atherosclerotic dis-
ease: age and gender, obesity, hypertension, ciga-
rette smoking®>, diabetes mellitus, and genetic fac-
tors®.

Dietary lipids are considered to be one of the
most important agents responsible for the high pre-
valence of atherosclerosis and its severity in popu-
lations of industrialized nations’. Clear relation-
ships have been demonstrated between hyper- or
dis-lipidemia - total plasma cholesterol (TC) Ie-
vels, elevated low-density lipoprotein (LDL), and
decreased high-density lipoprotein (HDL) levels —
and morbidity aind mortality from cardiovascular
events®. While high TC*!¥ and LDL-C levels'! are
associated with increased morbidity and mortality,
high HDL levels are associated with protection
against disease!?.

Treatment of hypercholesterolemia or elevated

136

LDL levels, the focus of this discussion, has been
shown to reduce the risk of disease in primary
prevention trials'®. Secondary prevention trials for
the reduction of plasma cholesterol have shown it
to be an effective method for lowering morbidity
rates: lowering the recurrence of disease once it
has become clinically apparent, or eliminating re-
peated episodes of cardiac disease in persons in
whom an episode of heart disease had already oc-
curred. Furthermore, regression of atherosclerotic
lesions has beer demonstrated after lipid-lowering
therapy'! 51617,

Several lipid-lowering drugs are available
today'®. The bile-acid sequestrants such as Chol-
estyramine and Questran are ion-exchange resins
that bind bile acids in the intestinal tract, thus inter-
fering with reabsorption. Nicotinic acid is a drug
with muliiple effects on plasma lipoprotein which
are secondary to its action of inhibiting hepatic se-
cretion of very low density lipoprotein (VLDL).
The drug reduces VLDL-triglycerides, LDL-C and
raises HDL-C levels. Fibric acid compounds are
used in patients with severe hypertriglyceridemia
and have been shown to reduce CVD in patients
with moderate hypercholesterolemia.

A new drug, lovastatin, reduces plasma choleste-
rol levels by inhibiting the enzyme HMG CoA re-
ductase. The EXCEL study indicated lowering of
cholesterol levels by 17-29% when using lovastatin
in doses of from 20 mg to 80 mg per day'®. Taking
these data into consideration, a 20% reduction
from baseline is assumed with 20 mg per day of lo-
vastatin, and a 27% reduction with 40 mg per day.
Technically, this new drug has the greatest poten-
tial for reducing TC and LDI. and elevating HDIL.
levels®,

Consequently, two types of treatments or drugs
are discussed here for the range of patients for
whom the therapies are considered substitutes: (1)
the “new drug” and (2) a composite “basket” of
other common alternatives that have been in use in
{sraet. The annual cost of the new drug 20 mg
treatment program, which is the main consider-
ation in this paper, was estimated at N1S 1,120 (up
to 1997 inclusive); atter 1997 when the patent on
the new drug expires, it is estimated that the cost
will be NIS 630. The average annual cost of the al-
ternative Basket was estimated to be NiS 595, It is
assumed that, following reduction in the price of
the new drug, the cost of this Basket would be re-
duced by 10% to NIS 542.




Efficacy, cost-effectiveness and cost-benefits of
the new care technology: institutional and man-
agerial perspectives

The more expensive new drug treatment is also

“more efficacious: years of life gained or saved

(YOLS) that can be attributed to the new drug are
higher across all age and gender groups than the
YOLS that can be attributed to the Basket (Table
3).

The effectiveness of the highest dose of the new
drug is more than three-fold the alternative Basket.
The lowest dose is more effective as well.

Table 3. Years of life saved per 1000 patients by therapy, age and sex.

dose or the alternative Basket. {Detailed cost data
are available upon request).

The benefits to society from the therapies divide
into two types. The first comprises “provider
benefits”; hospitalization cost saved by sickfunds
and the MOH. The second comprises “household
benefits™: the value of years of life gained due to
reduced mortality, assuming that life or functioning
is valued by age-specific wages (females’ wages
assumed equal to males’) and heart patients func-
tioning at 70% levels of their healthy counterparts.
The two types of benefits when combined com-
prise “social benefits.”

Therapy Age
35-44 45-54 55-064 65-74 75-84
Male .
“Basket” of other drugs 298 413 416 350 173
New Drug 20 mg { 17%} 519 733 750 627 306
New Drug 40 mg {23%) 718 1011 10438 389 425
New Drug 80 mg (29%) 921 1309 1377 1209 552
Female
“Basket” of other drugs 151 292 368 373 169
New Drug 20 mg (17%) 275 518 636 297
New Drug 40 mg (23%) 374 HoR 882 950 412
New Drug 80 mg (29%) 466 900 1156 1248 528

Tabie 4. Cost per year of life saved, in NIS 1000 — per 1000 patients, by therapy, age and sex.

Therapy Age
35-44 45-54 55-64 65-74 75-84
Male
“Basket” of other drugs 16.23 6.61 5.68 5.06 7.71
New Drug 20 mg (17%) 8.52 5.64 4.94 461 737
New Drug 40 mg (23%) 13.37 8.71 745 6.72 10.99
New Drug 80 mg (29%) 22.54 14.39 12.08 10.57 17.67
Female
“Basket” of other drugs 21.20 10.41 744 ) 5.69 920
New Drug 20 mg (17%) 1640 8.50 6.44 302 8.83
New Drug 40 mg (23%) 26.71 13.68 9.96 747 13.24
New Drug 80 mg (29%) 46.73 2293 16.34 12.06 21.59

The 20 mg dose is the most cost-effective treat-
ment for both male and female age groups 35-64
(Table 4); YOLS costs about 83% of the alterna-
tive. Although higher doses yield more YOLS,
they are not more cost-effective than the lower

Consequently, as shown in Table 5, panel A, the
value of YOLS plus the provider benefits translate,
for each NIS | invested in treatment of males aged
45-54 for example, into total benefits of NIS 3.35
from the new drug 20 mg compared with NIS 2.96
from the alternative Basket. The advantage for
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Table 5. Benefits to cost ratios (NIS gained per 1 NIS invested in secondary prevention).

Therapy Age B
35.44 45.54 55-64 65-74 75-84
Panel A: Ratio of Total Benefits (Providers’ and Households’) to Preventive Cost -
Male . .
“Basket” of other drugg 208 296 2.52 243 1.57
New Drug 20 mg (17%) 2.38 3.35 2.81 2.62 1.82
Female
“Basket” of other drugs Q.71 1.08 1.11 1.27 0.90
New Drug 20 mg (17%) (.85 1.26 1.23 L41 0.94

Male
“Basket” of other drugs 0.24
New Drug 20 mg {17%) 0.27
Female
“Basket” of other drugs 0.28
New Drug 20 mg (17%) 0.32

Male
“Basket” of other drugs 0.02
New Drug 20 mg (17%) 0.02
Female
“Basket” of other drugs 0.02
New Drug 20 mg {17%) 0.02

Panel D: Ratio of Household Benefits to Preventive Cost

Male
“Basket” of other drugs 1.84
New Drug 20 mg (17%) 211
Female
“Basket” of other drugs 0.43
New Drug 20 mg (17%) 0.52

Panel B: Ratio of Provider Benefits to Preverive Cost, Based on Hospitalization Caost of NTS 6,686

Pancl C: Ratio of Provider Benefits to Preventive Cost, Based on Hospitalization Cost of NIS 419

0.19 0.16 .10 0.12
0.21 0.17 0.12 0.12
024 (.20 0.14 0.14

0.28 023 0.16 15

0.01 ¢.01 0.01 0.01
0.01 0.01 0.01 .01
002 0.01 0.01 0.01
0.02 0.01 0.01 0.01
297 2.36 233 1.63
3.14 2.63 250 1.69
0.84 0.90 1.13 0.76
0.98 1.00 1.25 0.79

Note: Readers interested in cosl-benefit ratios for the higher doses of the new drug can obtain those ratios from the author.

treating males with the new therapy is more mani-
fest than for females.

The extremes of the range of provider benefits to
cost ratios of the alternative treatments, are illus-
trated in Table 5, panels B and C, respectively. As
expected, the advantage of the new therapy dissi-
pates with the decline in the relevant hospitaliza-
tion costs or potential savings considered by man-
agers: the Jower the relevant hospitalization cost to
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management from any technology, the lower the
gains from the new cost-saving technology.

The budgetary implications of introducing the
new drug are based on gross estimates. It was esti-
mated that about 100,000 patients are hospitalized

annually because of CVD?! Of those, 20% were

assumed to be hospitalized during the second year
and later after the initial coronary event. It is as-
sumed that, at most, 30% of those would need cho-
lesterol-lowering drug treatment®. The total addi-




tional cost of introducing the new drug at 20 mg
would be about NIS 4 million.

At its lower dose, the new care technology thus
meets the necessary conditions — demonstrated ef-
ficacy, cost-effectiveness and cost-benefit to so-
ciety — to consider it for adoption. These conditions
are not sufficient, however, for adopting the tech-
nology in a system which is publicly financed to
promote equity and cost containment, where hospi-
tals operate under predetermined budgets, and
where care is free to residents at point-of-service.
To understand the sufficient conditions, it is criti-
cal to assess how different institutions and man-
agers perceive different types and levels of benefits
and costs, in addition to the government’s concern
for overall cost and equity. Those institutions com-
prise households, providers or mainly sickfunds,
and government.

Households, paying inte the system according to
their income and not by fee at. point-of-service, are
concerned mainly with YOLS and the benefits to
the household per NIS 1 invested in care through
public finance (Table 3, and panel D of Table 4).
Because households bear no direct cost for service,
they have, in fact, an infinite benefit-to-cost ratio
and, hence, a clear preference for the new technol-
ogy. Households, however, have no clear institu-
tional mechanism in a public system such as Is-
rael’s to assert their preferences, because
providers’ considerations (including government as
a provider} do not include, explicitly or even impli-
citly, the households’ benefits considerations. At
the same time, this explains the public pressure in a
publicly financed system to adopt the new and
more efficacious technology.

As for the largest sickfund, when it hospitalizes in
its own hospitals, the GSF internalizes the full cost
and provider benefits from secondary prevention
because the GSF provides both ambulatory care —
where prevention of secondary events takes place
and is paid for by the GSF — as well as hospital
care (Table 2, left-hand column, third row). When
considering the full hospitalization costs in its own
hospitals, the GSF stands to gain, albeit margi-
nally, from applying the new therapy to young age
groups {Table 5. panel B). When the GSF con-

" siders system-wide hospitalization costs (Table 2,

left-hand column, fourth row), the direct benefits to
the institution decline sorewhat because it is sub-
sidized by the government sending patients to
MOH hospitals. When short term considerations

apply, and only variable and marginal costs are
brought to bear (Table 2, center and ri ght-hand col-
umns, third and fourth rows), the benefits of the
new drug diminish (Table 4, panel C) to the point
that the institution may have no incentive to adept
it for its patients.

By comparison, the small funds, because they do
not own hospitals or bear related fixed and quasi-
fixed costs, are expected to save, both in the long-
and short-terms, a flat charge of NIS 5,288 from an
averted hospitalization (Table 2, second row); they
benefit from the subsidy of NIS 1,398 from the
government. It can be shown (tables available on
request) that this subsidy is sufficient to remove
these funds’ incentive to adopt the new drug for
males age 45 and above, and reduces the incentive
to invest in all other patient groups. That is, these
funds, having no fixed hospitalization costs, are
tikely to have a higher incentive to switch to the
more beneficial drug than has the GSF.

As for government, a distinction should be made
between government as an institution prometing,
in the public interest, system sustainability, effi-
ciency and equity, and government as a provider of
hospitalization with no additional interests and re-
sponsibilities. As a mere provider of hospital ser-
vices at subsidized fees and as the arbiter of these
fees, the government should also subsidize the
adoption of the new drug for those patients who
would be hospitalized in its own hospitals if not
given the treatment. This, clearly, is an unrealistic
proposition. It should be also noted that, as a pro-
vider, the MOH may have a dis-incentive to con-
sider the full value of secondary prevention if it too
has short term considerations based on variable and
marginal costs (center and night-hand columns of
Table 2) stemming from the fixed costs of its hos-
pitalization activities that, in part, follow labor
union pressures.

As an institution with the responsibility to serve
the public interest by setting hospital fees leading
to a system-wide subsidy, the government intro-
duces a distortion of the kind that it should inher-
ently try to eliminate in order to promote systemic
efficiency. Disregarding, for the moment, equity
and cost-containment considerations, if it insists on
subsidization of particular hospitalization, the gov-
ernment should subsidize the new drug throughout
the system in order to save, in the long term, the
subsidy provided through hospitalization.

The issues discussed thus far complicate the fun-
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damental public issue which arises when consi-
dering a cost-effective and cost-beneficial technol-
ogy: its effect on global expenditure that, when
positive, touches in turn on the key questions of
cost containment and equity. It has been estimated
that the introduction of the new technology would
require an extra NIS 4 million. Using the-current
allocation of cholesterol-lowering therapy (CLT)
for CVD patients, but for fewer of them, would be
morally and ethically wnacceptable. Re-allocating
resources from other medical needs must be justi-
fied on grounds of the global cost-benefits of CLT
vis-a-vis other treatments. Can the major benefi-
ciaries — households — be asked to pay for the extra

cost of the new therapy? This question is one of the

basic dilemmas facing public health systems when
a new but costly technology is introduced. Infor-
ming patients of the efficacious potential of a new
technology, and asking them to pay for its intro-
duction, when the ‘public’ is not ready to do so,
may result in economically and socially unaccept-
abte inequalities and increases in the cost of care.

Conclusions

From an efficiency perspective, the discussion
feads to the conclusion that if the primary care and
hospital care are institutionally and managerially
separated, as in the case of the small Israeli sick-
funds, hospital fees which reflect actual hospital
costs should be sought to improve allocation deci-
sions concerning new and existing technologies.
This follows because this separation means that the
primary care providers bear no fixed hospitaliza-
tion costs and, in the absence of any subsidy, they
would stand to capitalize on the full provider
benefits from improved secondary prevention.
Alternatively, as in the case of Israel’s GSF,
where there is institutional and managerial integra-
tion between primary and secondary care, interna-
lizing hospital costs (and benefits) to the institution
managing primary care can replace appropriate
market pricing mechanisms as desirable options.
The challenge here is to prevent myopic decisions
based only on variable and marginal costs that may
lead to even worse results than subsidies in terms
of incentives to adopt new technologies. The solu-
tion appears to lie in entrusting the hospitalization
budget to the primary providers who prescribe the
therapy, and making the hospitals operate on the
income generated from referrals by these provi-
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ders. This is equivalent to the crearion and internal
market where “independent hospital trusts,” of the
kind initiated in Britain sell services to primary
care practitioners who conirol the hospitatization
budget for. their enrolled population, Thereby,
those who need to adopt a new technology and
prescribe it would also gain from the savings in
secondary prevention.

Government should facilitate systemic effictency
in this particular regard through the promotion of
appropriate pricing mechanisms as well as through
institutional arrangements concerning hospitaliza-
tion.

It must be remembered, however, that although
cost-beneficial, a new technology represents extra
challenges to cost containment and equity efforts
when it adds to health expenditure. Israeli MOH
sources, in the case discussed in this paper, sug-
gested unofficially that the introduction of the new
drug treatment would result in an extra NIS 120
million in health care expenditures and, therefore,
advocated the recommendation not to license the
drug. As mentioned already, estimates conducted
under this study amounted to a fraction of this fig-
ure. These sums notwithstanding, the new technol-
ogy would require more funds for secondary cho-
lesterol treatment. Such funds, if not mobilized on
cost-benefit grounds from other sectors of the
economy, possibly through patient fees for service,
would be at the expense of other treatments and
could possibly endanger equal access to the new
drug for some of the patients already being treated
for high levels of cholesterol. The persistent chal-
lenge before any government in such a situation re-
mains to balance the benefits of technological ad-
vancements in  medical science and the
maintenance of equity in health systems based on
public finance principles. Not to complicate the
issues further, government should refrain from the
sort of distortions which may be associated mainly
with setting subsidized hospital fees and direct
budgeting of hospitals.

Note

! Data and computations leading to this and the re-
maining tables and figures presented in the paper,,
are available upon request from the author.
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