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ABSTRACT 

This thesis develops a comprehensive theoretical framework on which to analyse 

the political economy of health care. It brings together the major political, social and 

economic forces affecting health care in New Zealand. It also places the New 

Zealand health care system within a comparative context, and in particular examines 

the political economy of health care in Singapore, Taiwan, South Korea and Japan. 

The study examines the contemporary New Zealand health care system against 

a backdrop of socio-economic restructuring and the hegemony of neo-liberalism. It 

deals with major issues of power and control in relation to factors such as social class, 

wealth and income, ownership and business influence. Cutting across all these issues 

are gender, ethnic and resource inequalities. 

It is argued that the socio-economic determinants of health status are not 

receiving the attention they deserve. Economic changes over the past decade have 

served to increase rather than diminish disparities in the distribution of wealth and 

income in New Zealand society. There are no signs of this situation abating; indeed 

it is more likely to get worse. 

The findings show that many of the same business people and outside consultants 

who are dominant in shaping the New Zealand economy also dominate the health 

policy-making process. It is argued that the overriding presence of business people 

on the decision-making bodies of the health institutions serve to legitimise, reproduce 

and strengthen free market p1IDciples. ill Singapore, Taiwan, South Korea and Japan, 

however, the free market has not been accepted unconditionally as a matter of dogma, 

and the state plays a major role in the economy. It is suggested that these countries 

may offer valuable policy alternatives or lessons for New Zealand as it enters the new 

political environment. 
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CHAPTER ONE 

INTRODUCTION 

Many streams flow from the political economy of a nation; one such stream is 

that of a nation's health care system. The seemingly intractable health care problems 

experienced by many countries raises the question: how can we understand the 

complexities, problems and challenges facing health care today? The answer to this 

question depends largely on what approach or perspective we take when analysing 

health care. This approach will, in part, relate to how we define or view the concept 

of health. 

This thesis adopts a holistic view of health and places emphasis on the wider 

political, social and economic influences of health care. Particular attention is 

directed towards issues of inequality in relation to social class, wealth and poverty, 

gender, ethnicity and maldistribution of resources. These are the issues that get to the 

heart of a nation's political-economic system, and the effectiveness of such a system 

can be measured, in part, against the magnitude of such inequalities. 

This is also a comparative study. The 1980s was a peliod of rapid social and 

economic change in New Zealand and throughout the world. For several of the Asian 

countries this period turned out to be yet another decade of economic growth. They 

demonstrated their remarkable economic resilience by overcoming the global 

recession of the mid-1980s, and bouncing back to once again achieve marked 

economic growth. New Zealand did not fare nearly as well, and slumped into 
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recession for most of the next decade. It is only in the last few years that it is again 

achieving significant economic growth. This growth, however, has been at a 

considerable social cost and arguably has led to greater povelty and social dislocation. 

The gap between the rich and the poor is widening in New Zealand and overseas, and 

this will have implications for health care. This thesis, therefore, analyses New 

Zealand's political-economic initiatives in relation to the experiences of other 

countries. 

1 Health Research 

The bulk of health research in we~teln countries largely focuses on the forces, 

processes and actors within the health care sector, and generally overlooks the outside 

political, economic and social forces that shape health care (Navano, 1976, 1993a; 

McKinlay, 1984; Mechanic, 1993). According to NavalTo (1976, 1993a), the majority 

of health research looks at the trees and the branches of the trees but rarely at the 

forest (the macro forces of health care) and the relationship between the trees and the 

forest. Thus, most health reseal'ch not only has an inward focus but is also directed 

towards clinical and curative medicine rather than other health areas such as public 

health, occupational safety, envb:onmental health and health policy. There have, of 

course, been many studies in these areas, particularly on the socio-economic 

detenninants of health care. But they tend to be disparate and lack adequate funding 

and govemment priority. In addition they seldom integrate their findings, although 

there are exceptions, within a broader political-economic context (McKinlay, 1984: 

520). 
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Navan"o (1974, 1976, 1984, 1993a,b), Doyal (1979), McKinlay (1984, 1994) and 

others argue that in order to understand the health care sector, it is necessary to 

understand the macro political, economic and social forces that shape and influence 

it. However, in their view, it is precisely this area of scholarly research that is 

systematically excluded from health research. McKinlay (1984: 10) is of the view 

that most health research and teaching contributes velY little to understanding the 

changing nature of the forces and actors within health care. Moreover, its narrow, 

autonomous approach limits the relevance of health research considering that the 

majority of health problems require social, economic and political interventions rather 

than medical intervention. 

There are several factors which contribute to this micro and clinical focus of 

health care research. First, the industrialisation process has resulted in a division of 

labom across the whole of we stem society, including the physical and social sciences. 

According to NavalTo (1976: viii) the disciplinary approach in the social sciences has 

led to a situation whereby the understanding of reality has become unavoidably 

fragmented, preventing the comprehension of both the totality and the underlying 

determinants of that totality. Thus disciplines such as medicine, economics, 

sociology, political science, geography and psychology each look at reality from their 

own perspective. FurthemlOre, argues Navarro (1976: 5), social science in general 

and health research in particular have been dominated by the empnicists the experts 

on the trees who fail to see the forest; the expelts who emphasise value-free research 

without analysing or questioning the macro political, economic and social forces 

within which the research is conducted. Given what we know about the forces which 
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shape health care, and which are discussed throughout this thesis, it would be 

extremely difficult to have value-free health research. 

Secon<L the emphasis during the 1980s on cost containment and competition, and 

the adoption of management principles which emphasised efficiency and productivity 

in the health sector, focused attention on immediate political and managerial issues. 

Politicians, funders and providers seeking solutions to immediate economic problems 

were less concemed with researchers focusing on humanistic questions or questions 

of social justice (Mechanic, 1993: 96-97). Thus, that part of health research which 

was not clinically focused concentrated largely on controlling costs, reducing 

expenditure, or gaining competitive advantage and market share. Any research that 

might have conflicted with the power relations and ideology outside and within the 

health care sector was either excluded (Navarro, 1993a: 4-9) or the findings 

downplayed, as with the Black (1980) report on health inequalities in Britain (Hart, 

1986: 246). 

A third factor is that, with few exceptions, the social sciences have generally not 

engaged in the debate regarding health refonns or the market approach to health care. 

The debate has largely been left to economists and management consultants who have 

been extremely pro-active in expressing their views (Editorial, 1993: iii-iv). 

1.2 Aims 

There are three major aims of this study. The first aim is to develop a theoretical 

framework on which to analyse the political economy of health care and which will 

serve as a future guide for other researchers in this field of study. In the initial stages 

of this research it became apparent that there was an absence of a comprehensive 
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theoretical framework for conceptualising and analysing health care fi-om a political 

economy perspective. Most of the literature which made reference to this subject 

carefully skirted the issue of defInition or conceptualisation in their use of the term 

political economy. The absence of such a framework is, in some respects, 

understandable because a political-economic approach carries with it substantial 

conceptual and methodological difficulties. How do we comprehend political

economic systems let alone health care systems? In addition, the links between 

politics and economics are not well understood and the relationship between political 

economy and health care is even less understood. My purpose in this thesis, therefore, 

is to address this theoretical gap in the literature on the political economy of health 

care. 

The second aim is to demonstrate theoretically and empirically that health care 

is shaped and influenced by a range of political, economic and social factors outside 

and within the health care system, with the former having greater influence than the 

latter. More specifIcally, I will identify key factors related to broader patterns of 

control or power and inequalities and examine their relationships and linkages to 

health care. These key factors are outlined in Chapter 2 (Figure 2.6). 

It is argued that in order to understand the complexities, problems ~nd challenges 

facing health care today it is necessaty to look outside the health care system to the 

broader political, economic and social environment. It will be shown that many of the 

same forces which shape the political economy of a nation also shape the health care 

system. As mentioned previously, it is these broad political-economic factors and 

their connections with health cat'e that have generally been missing from the health 

research literature. 
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The third aim is to place the political economy of health care in New Zealand 

within a broader intemational context and to explore areas of commonality with other 

countries. Given New Zealand's growing interest in the South- and North-East Asian 

region, I have concentrated specifically on the political economy of health care in 

Singapore, Taiwan, South Korea and Japan. The rationale for selecting these four 

countries as a comparative study is discussed in more depth in Chapter 7. 

This study is exploratory in nature. While there are several excellent works that 

focus on specific aspects of political economy, few, if any, provide a comprehensive 

and comparative framework within which the political economy of health care can be 

examined. There are, however, a few innovative works which do examine health 

policy from within such a broad framework (Blank, 1994; Palmer & Short, 1989) and 

these have been of considerable help in building a theoretical foundation for this 

thesis. 

1.3 Methodology 

The study of the political.economy of health care is not a discrete subject of 

inquiry. Rather, it involves gleaning material from a wide range of disciplines such 

as political science, economics, public policy, sociology, anthropology, business and 

the health sciences. As a result, the nature of the qualitative data obtained for this 

study can be described as voluminous, unstIuctured and unwieldy. The difficulties 

in handling bulk qualitative data are not directly addressed here, and the reader is 

refelTed to Babbie (1979), Bryman and Burgess (1994), or Strauss and Corbin (1990) 

for such a discussion. However, in order to understand health care in New Zealand 
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and overseas, and to come to grips with such unwieldy material, I apply several well-

established qualitative methods in this thesis. 

The fIrst method involves a synthesis of 'grounded theory' and a policy science 

approach called 'framework'. 'Grounded theory' (Glaser & Strauss, 1967; Strauss, 

1987; Strauss & Corbin, 1990) involves a flexible method of categorising, indexing 

and sorting qualitative data. Essentially, it entails the integration of theory and data 

collection with an emphasis on developing an efficient index and retrieval system. 

The framework approach (Ritchie & Spencer, 1994: 173-194), though similar to 

grounded theory, features a number of distinct but interconnected stages. Although 

framework is presented systematically, it does recognise that in reality data collection 

and analysis are not distinct phases. Rather, the analysis and interpretation of data is 

continuous and intelweaves with other aspects of the research process. The five 

stages in frameworking are: familiarisation with the subject and data, identifying a 

thematic framework, indexing, charting, and mapping and interpretation. Each of 

these stages, as applied to the analysis of material for this thesis, is described below. 

The familiarisation stage involved a review of the literature, data collection, 

reflection on the data in relation to the aims of the research, and forming hunches and 

ideas about key issues and emergent themes. Initially the data collection tended to be 

a discrete phase. Once a substantial body of infOlmation had been collected, however, 

there was a continuous interplay between data gathering and analysis. 

The second stage entailed identifying a thematic framework, or key themes and 

categories, according to which the data could be indexed. This was not an automatic 

process, but involved both logical and intuitive thinking and making sure that the 
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original research questions were being fully addressed. The categories were refmed 

to the stage where eventually they became the chapter headings for this thesis. 

Once the analytical categOlles were developed, all the data old and new - was 

read or scanned and indexed accordingly. Index codes were recorded in each 

transcript or article and on an index-bibliographic card. Articles or passages of 

transcript that fitted into two or more categories were photocopied. Producing such 

an index and retrieval system was time-intensive and there was a need to balance the 

time and effOlt involved and the equally important tasks of analysing the material and 

writing up the study. 

The fourth stage, chatting, involved rearranging the data within each category 

and deciding how best to incOl]Jorate this into the thesis. This also entailed 

regrouping matelial between categories where there was a high degree of subject 

overlap. Although emerging associations and patterns were noted during the other 

stages, it was in the fmal step, mapping and interpretation, where the more detailed 

analysis took place. This involved defining concepts and clarifying definitions, 

identifying linkages between concepts, noting key dimensions, creating typologies, 

finding associations, providing explanations and drawing out the implications of the 

fmdings. 

The second method was the use of primaty and secondaty sources of infOlmation 

to address the reseat'ch questions and themes in this thesis. By its very nature, the 

study of the political economy of health cat'e is well suited to this method of research. 

In fact, it would be difficult to analyse health care from a broad political, economic 

and social perspective in any other way. This type of macro level reseat'ch is 

generally not amenable to either soft or hard quantitative reseat·ch. 
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]n particular, the use of archival records, although having some limitations, has 

several advantages (Conrad & Maul, 1981: Ch. 5; Judd, Smith & Kidder, 1991). The 

first advantage is that the archival method can be conducted with a minimum of 

resources compared to other research methods. Second, this method of data collection 

is maximally unobtrusive and yields a very low degree of participant reaction. Third, 

archival data often provides aggregated data that would be difficult to obtain in any 

other way. A fOUlth advantage is that the archival method is useful to examine trends 

over time. 

The archival data used in this thesis was drawn fmm three major sources. First, 

national and international statistics relating to health and socio-economic status, 

economic, business and n:ade indicators, and census data. The data was derived from 

relatively reliable sources such as the Department of Health, Department of Statistics, 

Organisation for Economic Cooperation and Development (OECD), United Nations 

and futernational Marketing Data and Statistics. Second, public records and reports 

also provided a rich source of data and included infOlmation from: Hansard, along 

with unpublished written questions and answers, Treasmy reports, political party 

manifestos, Regional Health Authority reports, in-house newsletters, reports from the 

Health Refonlls Directorate and the National AdvisOlY Committee on Health and 

Disability Support Services (NACHDSS), reports from Te Puni Kokiri (Ministly of 

Maori Development), intelnational seminar or workshop reports, and government

commissioned repOlts. A third major SOUl'ce of infonnation was in the fonn of mass 

communication, and included newspapers, radio broadcasts and magazines such as 

Time, Asia Week and the Economist. 
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SecondalY source infOlmation also played an important role in this study. It 

provided a fertile source of both theoretical and empirical material, and allowed for 

an integration of both quantitative and qualitative data. If statistical and descriptive 

material appeared to be contradictory I would explore this in more depth but, in the 

final analysis, gave greater weight to descriptive material, if any existed, or to my own 

intuition and experience. 

The third research methodology used in this study is the placing of the political 

economy of health care within a comparative context. As one considers the variety 

of methodological issues and problems in comparative research (the reader is refened 

to Bjorkman (1991) for an indepth discussion on this subject) one begins to doubt the 

validity of any comparative research findings. However, despite these problems, 

along with political, cultural, economic and other differences, all countries have 

numerous needs and problems in common. By emphasising cross-cultural differences 

there is a tendency to overlook these commonalities. In reality, for example, there are 

probably more similarities than differences among health systems in industrialised 

countries. In particular it is difficult to study political economy without taking into 

account broader intemational issues and perspectives. 

Globalisation and intemationalisation have prompted a growing interest in what 

other countries are doing with their political-economic and health care systems. What 

is the relationship between health care and political economy in different countries? 

How have different counnies dealt with the intelnationalisation of their economies? 

Why have some countties been more successful than others in containing health costs? 

Why is the gap between the rich and poor increasing in countries that are also 
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experiencing economic growth? These are, in essence, global questions which can 

only be addressed within a comparative contex t 

For comparative purposes I draw on primaiY and secondary source material as 

previously outlined. When looking at health care systems I have tried to utilise 

ethnographic research if it was available. But in general there was a lack of readily 

accessible literature on the health systems of the Asian countries in this study and the 

social impact of their rapid economic growth. Statistical data from a wider range of 

countries is also used. However, I have been overcautious in the use of comparative 

statistical data - such data is chronically suspect (Bjorkman, 1991: 305). As such, my 

comparative analysis is largely descriptive - emphasising problems of similarity 

and/or dissimilIDity between countries. Wiatr (1977: 357) states that "Any study, even 

the most descriptive one, can bring very useful material for theory ... ". Bjorkman 

(1991: 308) adds that "Often data alone are sufficient justification for a descriptive 

enterprise, because the study of comparative health policy badly needs facts set in 

cultural context - particulID1y on countries where little, if any, research has been done 

to date." 

A fourth research methodology used is a policy science approach. This approach 

recognises that the health policy-making process is contextual, complex, 

multidimensional, multidisciplinIDY and interconnected with other systems. Although 

such an approach uses the methodologies of many of the other disciplines, it also 

typically goes outside the boundIDies of these disciplines (Brewer & de Leon, 1993: 

9; Dror, 1983: Ch.2). It is this methodology which I use as a foundation for building 

a theoretical frIDnework in which to view and analyse the political economy of health 

care. This theoretical framework is discussed in more depth in Chapter 2. 
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Mention should also be made of the use of observation in the research process. 

Although it was not used in a formal fieldwork or participant observer sense in this 

study, I do draw upon the observations of everyday life. Shils (1959: 129) draws a 

distinction between the observations of everyday life and the observations of field 

research: "The observations of everyday life are conducted in relationships which 

have arisen out of intentions other than observation. The observer has not created the 

relationship merely for the purpose of observing [a particular behaviour]". In this 

context the observations of evelyday life are relatively fi:ee from ethical problems. 

In the capacity of an evelyday observer, therefore, I use my experience of working in 

the health and private sectors during the years of economic reform and restructuring 

in New Zealand, including the 1990 health reforms. I also draw on my experience as 

a citizen and consumer experiencing the social and community impact of these 

reforms. As much as one can try, this experience can never be fully value-free. 

However, this applies also to the experiences of the population in general and to social 

science research in particular. 

1.4 Thesis Overview 

This thesis is organised in the following manner. This chapter outlines the 

background and context of the study, the aims of the research and the methodologies 

adopted for the investigation. In Chapter 2 a theoretical framework for analysing the 

political economy of health care is proposed. Key concepts are defmed and their 

inter-relationships discussed. A conceptual model which illustrates the key linkages 

between political economy and health care and which has relevance on a cross 

national basis is proposed. Several key themes or sub-themes are then identified. 
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Chapter 3 brings the reader from the theoretical to the reality of globalisation. 

Here several near universal global forces which have shaped and influenced health 

care since the Second W orld War are examined. These include wealth and poverty, 

the social transformation of health care, economic forces, medical technology, the 

health industry, ageing populations, and health research (discussed in Chapter 1). 

This chapter also places the New Zealand health care system within a wider 

comparative context. 

Chapters 4 and 5 are presented in juxtaposition. Chapter 4 provides an overview 

of the contemporalY New Zealand health care system and is divided into six major 

parts: political and economic context, demography and health status, socio-economic 

factors, maldistribution of resources, health policy and a concluding section on issues 

and implications. Chapter 5 examines socio-economic refOlm in New Zealand from 

1984 and consists of five main sections: the intelnational economic crisis, the New 

Right, the transformation of the New Zealand economy, the cultural and ideological 

offensive of the New Right, and the social effects of free market policies. 

Chapter 6 explores in more depth some of the linkages and relationships between 

factors discussed in the previous chapters. Here the political economy of health care 

is examined in relation to broader pattelns of power and inequalities in New Zealand 

society. These include social class, wealth and income, ownership and business 

influence. The chapter concludes with a discussion on the implications of the 

fmdings. 

Chapter 7 seeks to place New Zealand within a comparative context and 

examines the political economy of health care in Singapore, Taiwan, South Korea and 

Japan. Each countty is discussed in telms of the political-economic system, its health 
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care system, and the political economy of health care. The discussion on each country 

finishes with a summary, and the chapter concludes with a discussion on the lessons 

and insights to be gained for New Zealand and vice versa. 

Chapter 8 takes the reader from the practical back to the theoretical and from the 

past and present to the future. It revisits the theoretical framework outlined in Chapter 

2 and discusses what this thesis contributes to knowledge and inquiry in this particular 

field of study. It also further analyses three of the dominant themes throughout the 

thesis and reflects on what these mean for the political economy of health care in New 

Zealand. These three themes are the internationalisation of the New Zealand 

economy, the hegemony ofneo-liberalism in New Zealand and the industrialisation 

of health care. The thesis closes with a comprehensive bibliography. Finally, some 

key health and socio-economic indicators of countries within the Asia-Pacific region 

and throughout the world are presented in the appendices. 
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CHAPTER TWO 

THEORETICAL FRAMEWORK 

In this chapter a theoretical framework for studying health care, both in New 

Zealand and internationally, that takes into account broader political, social and 

economic influences will be presented. Key concepts and their inter-relationships, 

outside and within the health care system, will be defmed and discussed. These will 

include the following: health care, health policy, health, health status, political 

economy, power theories, and a framework for the comparative study of health care 

systems. These various elements will then be integrated into a conceptual model 

which illustrates the key linkages between political economy and health care and 

which has relevance on a cross national basis. Several key themes or sub-themes 

which arise from the theoretical framework, and which will be dominant throughout 

this thesis, are then identified. 

2.1 Health Care 

In this thesis I use the tenns 'health care' and 'health care systems' both loosely 

and interchangeably. They are umbrella-type telll1S which refer to the following: 

health care institutions, organisations, services and fmances; the actors, participants 

and users of the health care system; health needs, wellness and illness, and health 

status; and other intemational, public, private and voluntmy organisations which have 

an impact on health or health cm'e. The telll1 'system' is used as a convenient semantic 
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method of descIibing the above-mentioned entities and their inter-relationships. It is 

not to imply that the relationships are of a coherent, integrated or systematic kind. In 

fact, in more cases than not the provision of health care services worldwide tends to 

be fi'agmented and lacks cohesion and integration. 

In health care there are four broad levels of analysis within which studies can be 

carried out. This is illustrated in Figure 2.1. First, there is a macro level which 

considers the international, political, economic and social context of health care. A 

broad analytical perspective which is sensitive to these forces is necessary in order to 

understand the other levels of analysis. Second, a middle level which focuses on the 

policy-making process. Third, a micro or organisational level which looks at how 

decisions are made and how organisations operate. Fourth, an individual level which 

focuses on health needs, health status, behaviour, wellness and illness, biological 

factors and self concept 

The study of health care needs to consider all four levels of analysis and 

throughout this thesis I will be constantly changing between the four levels. 

Notwithstanding this, however, the primalY emphasis is concelned with the political, 

economic and social forces which shape health care. Throughout this thesis, health 

care is used as a juxtapose between 'outside and inside' the health Cal'e system. There 

are times, however, when I will refer to more specific health care terms, namely health 

policy, health and health status. 

2.2 Health Policy 

Health Policy is defined here as those courses of action proposed, taken or not 

taken by government which affect health care users and pal1icipants, institutions, 
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services and fmances. In this thesis health policy is concelned largely with the 

actions of government but is sometimes refelTed to as the actions of organisations 

either international, national or regional. 

Figure 2.1: Health Care - Levels of Analysis 

I Macro Level 

II Middle Level II 

II Micro Level II 

Individual Level 

International, political, economic, social, cultural, religious, 
demographic. 

Policy-making process and analysis: agenda setting, policy 
formulation, adoption, implementation, evaluation. 

Institutions, organisations, interest groups, decision
making, consultation, financial, workforce, community. 

Health needs, health status, wellness, illness, behaviour, 
biological, self-concept. 

It is useful for analytical pUlJloses to distinguish between vadous phases or stages 

of the policy process. Brewer and de Leon (1983: 17), using a rational model of 

decision-making, visualise the process in six stages: initiation, estimation, selection, 

implementation, evaluation and termination. Anderson (1984) refmes this model even 

further and divides the process into five stages: agenda-setting, policy formulation, 

adoption, implementation, and evaluation. A rationalist model of policy-making, 

integrating these various stages along with evaluation options, is outlined in Figure 

2.2. 

Although the rational models are useful for understanding and simplifying the 

policy-making process, the majority of policy decisions by political elites are not 

actually made in a rational, comprehensive manner which considers all the options. 

On the one hand, some policy decisions have political agendas and therefore not all 
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the options will be explored. On the other hand, many policy decisions are made on 

an ad hoc incrementalist basis. Incrementalism (Lindblom, 1979) is regarded by some 

policy analysts as both inevitable, given the nature of the democratic political process, 

and desirable, since it produces a minimum of policy disruption. Incrementalists 

argue that this approach to decision-making tends to yield politically safe, expedient 

and practical policy decisions. Its opponents argue that incrementalism can lead to 

conservative policies, the suppression of innovation in formulating policy options, and 

the favouring of strong interest groups in society. 

Figure 2.2: Rationalist Model of the Policy Making Process 

Agenda Setting/ 
Initiation 

L 
Policy Formulation ~ 

I 

I 
Adoption 

I 
I 

Implementation 

I - Maintain 
- Modify 

Evaluation , Options: - Terminate 
- Reassess later 

As the reader will see in Chapter 4, the formulation and implementation of health care 

policy in New Zealand has tended to be a result of both approaches - the rational 

model and incrementalism. Inespective of what approach is used, however, it is 
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impOltant to note that both policy approaches at the government level are defined 

within the particular political economy of a nation. (See Section 2.6 of this chapter.) 

In other words, the policy-makers work w;ithin a particular framework of assumptions 

and values. 

2.3 Health 

Throughout the centmies the meaning of 'health', in terms of mind and body, has 

been a major philosophical issue. It is not the purpose here to enter into this debate 

other than to acknowledge that there is a vast body of literature in westelTI philosophy 

that addresses this complex problem. Many researchers have tried to come to grips 

with a suitable definition of health. Some defInitions take a nalTOW interpretation of 

health, whereas others adopt a broad approach which includes individual and external 

factors. In this thesis I refer to health as "a dynamic, constantly vaIying condition of 

the individual or group" (Andy & Dunn, 1974, cited in Dunn, 1976: 133). (For 

simplicity, I will refer to 'condition' as 'human condition'.) In this human condition 

are several dimensions. Here I will use the Maori concept of health which· 

encompasses four dimensions (Te Puni KokUi, 1993: 1): te taha waulla (the 

spiritual), te taha tinana (the physical), te taha hinengaro (the psychological), and te 

taha whanau (the family). Impacting upon and shaping these dimensions are politicat 

social, economic, cultural, lifestyle, demographic and environmental factors. A 

conceptual model of health encompassing these four diInensions and external 

influences is shown in Figure 2.3. 

This definition and conceptualisation of health recognises that health is both 

multi-dimensional and multi-factorial, and is neither a static nor ideal human 
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condition. Health is also recognised as being an individual (mind-body-behavioural) 

and social-cultural phenomenon. ill addition, Andy and Dunn's (1974) defmition of 

health allows for the constantly changing boundaries between what constitutes life and 

death. Moreover, it also takes into account the health of groups and of society as a 

whole. This concept of health, however, is not widely recognised or acknowledged 

in western culture. In western societies, the individualistic notion of health dominates 

and is usually associated with curative approaches to health care. This approach seeks 

the causes or, more often, treats the symptoms of illness or disease within the 

biological or physiological systems of the individual. 

Figure 2.3: Conceptual Model of Health 

Ethnic 

Political 

HEALTH 

- Spiritual 

- Physical 

- Mental 

- Family 

Cultural 

Alongside the individualistic curative approach is the existence of a collective 

concept which emphasises the impOltance of prevention (Ham, 1993: 184). This 

collective or public health approach looks at the wider determinants of health 
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lifestyle, environmental, socio-economic and biologicaL Its main concern is with 

prevention rather than cUlmg or treating the symptoms of illness or disease. There is 

also the existence of two other concepts of health: traditional medicine, which is 

similar to the Maori concept of health, and altenlative medicine or health care which 

tends to be more natural or less scientific than the curative approach. 

Whilst all these concepts or approaches to health care coexist ill most 

industrialised countries, it is the individualistic curative approach that is the most 

dominant and to which the bulk of health resources are allocated. This approach has 

two aspects: a disease component which holds that illness or disease results from 

pathological and biochemical agents or processes in the body; and a technological 

component which relies heavily on science and technology for diagnosis and 

treatment. (Berliner, 1984: 30; McKee, 1988: 776; Engel, 1977; Peterson, 1994). 

Both components neglect or downplay consideration of social influences. Although 

the public health, traditional and alternative approaches have challenged, to varying 

degrees, the cmative model in westeln societies, cmative medicine remains hegemonic 

and exercises a key influence on values, definition of issues and the allocation of 

resources. 

2.4 lIealth Status 

The tenns 'health' and 'health status' are sometimes used synonymously. Health 

status is also sometimes equated with health needs. In this thesis, health status is a 

tenn used to measme, qualitatively or quantitatively, the health condition of an 

individual, group or population at a given point in time. Measuring health status can 

be problematic. It is nonnally used to measme health care outcomes; that is to judge 
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how effective and efficient the health care system is. However, health status is not 

necessarily an outcome of health care it may only have an indirect relationship or 

no relationship at all. 

To complicate matters, health status is more likely to be influenced by social, 

economic and lifestyle factors than by medical factors. There is a considerable body 

of literature which explores the link between socio-economic status and health status 

(see Chapters 3 and 4). Although direct causality is difficult to demonstrate and 

problematic, the weight of evidence both overseas and in New Zealand indicates that 

the major detenninants of health status are social and economic in origin (Nuthall, 

1992). Factors identified as having a potentially significant impact on health status 

include income, social class, unemployment, housing, disability and gender. The 

impOliance of these external factors on health status is emphasised throughout this 

thesis. 

To make matters even more complex, actual measurements of health status and 

socio-economic status may not be particularly reliable or valid. In addition, 

aggregated health status indicators, as with any aggregated statistics, often obscure the 

truth. However, despite the problems in measuring health status or health outcomes, 

such attempts are important and can serve as a useful baseline for measuring the 

health of populations and the impact of health and socio-economic policy changes. 

Health status can be measured using professional judgement, scientific and quasi

scientific methods, self-repOliing and observed repOliing. In order to make some 

sense out of the complexity involved in measuring the health status of populations, it 

is useful to classify health status indicators. The New Zealand 'Review Committee on 

Health Statistics' (1992), for example, has a list of 154 such indicators which it 
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recommends as the minimum criteria for measuring the health status of the New 

Zealand population. Objective direct measures include mortality, morbidity and 

disability. Subjective direct measures include social and mental well-being and se1f-

rated measures. Closely related to these measures are other influences of health status 

such as demographic, social, economic, biological, ethnic and lifestyle factors. 

The inter-relationship between all the four concepts discussed here (health care, 

health policy, health and health status) and external factors is illustrated in Figure 2.4. 

This shows that all four concepts are distinct but related. The problematic 

relationship between them is highlighted by the broken lines. Impacting and shaping 

these concepts are extemal and internal influences such as political, lifestyle, social, 

ethnic, biological, cultural, economic, demographic and environmental factors. 

Figure 2.4: Inter-relationships Between Concepts of Health Care, 
Health Policy, Health and Health Status 
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2.5 Theoretical Approach 

There are several perspectives or paradigms which facilitate an understanding of 

the nature of health care. These include political, economic, sociology, anthropology, 

public policy, epidemiology, geography, and curative, traditional or alternative health 

perspectives. Clea1'ly all these perspectives or disciplines do not deal in the same way 

with the same health care issues or problems. Each perspective has its own concepts 

and particular domain of reference which may be at the macro, micro or individual 

level. The various theoretical perspectives and their area of emphasis are shown in 

Table 2.1. 

Table 2.1: Theoretical ~erspectives on Health Care 

Perspective/ Areas of Emphasis Levels of Analysis/ 
Discipline Treatment 

Political Power, influence, conflict; the state or polity; Macro, Micro, Individual 
ideology. 

Economic Consumer behaviour, material production and Macro, Micro, Individual 
reproduction of goods, supply and demand, 
markets. 

Sociology Society and social behaviour, conflict, Macro, Micro 
maladaptive behaviour. 

Geography Spatial organisation, political divisions, Macro, Micro 
environment, population. 

Anthropology Society and customs. Macro, Micro 
Public Health Prevention, health promotion Macro, Micro, Individual 
Public Policy Policy-makiug and analysis, distribution of Macro, Micro 

resources. 
Epidemiology Disease, health status, demography. Macro, Micro, Individual 
Curative Individual treatment. Reliance on science, Individual 

technology and mediciue. 
Traditional Individual treatment and prevention, holistic. Micro, Individual 
Alternative Holistic, individual or group, treatment and Micro, Individual 

prevention. 
Psychology Organisational and human behaviour. Macro, Micro, Individual 

The reader will notice that although each perspective is regarded as a distinct 

discipline within the social sciences and medicine, there is considerable overlap in 

areas of emphasis and levels of analysis. It should be noted, however, that although 

some disciplines theoretically cover all levels of analysis, in reality most of these 
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disciplines tend to focus on a mainstream level of research. For example, in New 

Zealand, psychologists are primarily involved at the individual and micro levels of 

health care. There is a notable absence of psychological research or commentary at 

the macro political, social and economic level. (See Chapter 1 for further discussion 

on health research.) 

The disciplinary approach to the physical and social sciences in general and health 

care in p3.1ticular has led to the situation where the understanding of our realities has 

become fragmented, preventing both the comprehension of the whole and the 

underlying determinants of the whole (Navarro, 1976: viii). This division of 

knowledge impedes our vision of the totality, Fragmentation of the social sciences 

in relation to the concepts of health care, health policy, health and health status is 

ftuther illustrated in Figure 2.5. This figure shows the marked segmentation of each 

discipline and the inability of each discipline to see both the total health care picture 

and the perspective of each of the other disciplines. 

One of the pmposes of this thesis, therefore, is to conceptualise and understand 

this totality. It is also my view that health and public policy analysis at the macro and 

micro levels requires the integration of several perspectives. Simil3.1'ly, I believe that 

at the individual health level health care should be holistic and empowering in its 

approach. Although both these views are implicit throughout this thesis, my main 

conceln is with the macro political, economic and social forces which shape and 

influence health care. 



Figure 2.5: Fragmentation of the Social Sciences in Relation to the 
Concepts of Health Care, Health Policy, Health and Health Status 
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In order to conceptualise and explain these macro forces I use the tenn political 

economy. This tenn is used in a dual context. On the one hand, it is used 

semantically both to signal to the reader the level at which my argument is pitched and 

because it encapsulates, in my view, the processes underlying changes in health care 

in New Zealand and overseas. Implicit in this use of the tenn political economy is the 

social context. In other words, I am really talking about political~social~economy; the 

tenn political economy is a semantic convenience. There is also, in my view, a realism 

about the tenn which recognises that politics and economics are inseparable, although 

many liberal economists argue othelwise. Lindblom (1979: 8) emphasises this close 
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relationship by saying "in all the political systems of the world, much of politics is 

economics, and most of economics is also politics". 

On the other hand, I am aware that the term political economy as a theoretical 

perspective brings with it a long tmdition of academic debate and practical application 

that remains with us today. By its very nature it asks key questions: What are the 

responsibilities of the state with regard to society and the economy? Should health 

care, social welfare, housing and education be provided by the state or private 

interests or both? Does state intervention in the economy enhance or impede 

economic growth? Political-economic theory also attempts to conceptualise the key 

macro elements or forces which shape and influence society, including health care. 

Before looking at the vmious theoretical perspectives on political economy, I will 

defme the terms 'politics' and 'economics'. This is imp011ant because the different 

meanings of politics and economics have a luge bearing on how we think about their 

relationship. How they are related follows from how we defme and use them 

(Caporaso & Levine, 1993: 31). 

Politics 

There are many concepts and definitions of the term 'politics'. In this thesis I use 

the term largely in relation to three different approaches to the study of politics. The 

first approach views politics as the study of power, authority and conflict (Dahl, 1956; 

Schmitt, 1976; Wexley & Yuki, 1984: 219). A second approach is politics as the 

study of the state or polity and govenunent and non-govemment organisations 

(Benjamin & Duvall, 1985: 25; Wendt & Duvall, 1989: 43; Caporaso & Levine, 1993: 

8-21). A third approach is politics as the study of ideology. Here I refer to ideology 

as the production of ideas, concepts and beliefs interacting with human activity, 
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language, and politica~ economic and social conditioning (Marx & Engels, 1947: 247-

255; Gould & Troist, 1973: 7; Gilpin, 1991: 3). In the context of the state this 

involves a system of dominant (hegemonic) political-economic beliefs and values 

(Mulgan, 1994: 14). 

There is a case for viewing each of the three approaches separately, and each 

approach when elaborated upon can take us in different directions. On the other hand, 

all three approaches are not mutually exclusive and often have considerable overlap. 

Thus, in this thesis I move eclectically from one approach to another as circumstances 

dictate. Having said this, however, the concept of politics as the study of power and 

conflict warrants further discussion given its usefulness in helping to understand the 

political economy of health care. Some major power perspectives relevant, therefore, 

to both political economy and health care are discussed in Section 2.7. 

Economics 

The tenn 'economics' also has several meanings and frameworks. Caporaso and 

Levine (1993: 21-32) identify three core meanings that define the nature of 

economics. First, the use of economics in the sense of economic calculation or 

rationalisation. This approach explains human and organisational behaviour in terms 

of an economic calculation of outcome. Potentially all human action and motivation 

is economically based. Second, economic activity is identified by its purpose - the 

matelial production and reproduction of goods. Of great importance are the processes 

by which members of society pa11icipate in these activities. In this framework the 

stalting point is not the individual and his or her preferences, but the system or 

structure of production and reproduction of society as a whole. Here the producer is 

placed in a social division of labour and the individual is placed into a social class. 
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The third meaning is the idea of the economy as a separate institution. This institution 

is not dependent on individual preferences or the demand for material production and 

reproduction. The economy is not part of the polity or family, but it does depend on 

the state for certain requirements. In its most extreme form, this framework is 

committed to the idea of the self-regulating market. 

Although all three meanings of economics are relevant, in keeping with the 

theme of this thesis I move away from an individualistic approach and focus on 

economics at a macro level. Thus, I use the latter two meanings in juxtapose: the 

demand for material production and subsequent division of labour, and the self

regulating market. Both meanings, in my view, integrate politics and economics. 

Although the self-regulating market approach denies this integration and emphasises 

separation, in reality its velY existence as an ideology depends on its use of power and 

influence. 

Theories of Political Economy 

As mentioned previously, the different meanings of politics and economics 

influence their relationship. As such, there are several theories or approaches to 

political economy (Gilpin, 1991; Caporaso & Levine, 1993). These include the 

following: the classical approach, Marxian political economy, neoclassical political 

economy, Keynesian political economy, economic approaches to politics, power

centred approaches to political economy, state-centred approaches to political 

economy, and justice-centred theories. It is not necessalY here to examine all these 

theories. Gilpin (1991: 3), however, notes that tlU'ee theories or ideologies stand out 

as having considerable influence on scholarship and political-economic affairs. 

Moreover, he argues that all the other approaches are in essence reducible to these 
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three ideologies. Gilpin (1991: 4) uses the term 'ideology' because each approach 

entails a total belief system concerning the relationship of people to society. These 

three ideologies are: economic liberalism, nationalism, and Marxism. Many of the 

power-centred approaches to political economy are discussed in Section 2.7. 

At the risk of over-simplification, I will briefly outline each of these three 

ideologies. This is impoItant because throughout this thesis all three ideologies, 

whether implicitly or explicitly, contribute to our understanding of the forces shaping 

and influencing health care throughout the world. Moreover, as previously 

mentioned, the political economy of a nation defmes the policy-making process and 

the assumptions and values of the policy-makers. 

Economic Liberalism 

Liberal economic theOlY is committed to free markets and minimal state 

intervention, although the relative emphasis on one or the other may differ. Gilpin 

(1991: 5) defmes liberalism as "a doctrine and set of principles for organising and 

managing a market economy in order to achieve maximum efficiency, economic 

growth and individual welfare". Individual behaviour is govelned by the law of 

maximising behaviour - economic laws that are impersonal and so-called politically 

neutral. 

Liberalism has assumed many titles and fOlms: classical, Keynesian, monetarist, 

neo-classical, New Right and economic nationalism. Of patticular significance is the 

emergence of neo-liberalism or the New Right from the 1970s world recession. This 

offered an economic approach based on free markets, reduced state function, 

deregulation and pIi.vatisation, and an ideological commitment to the individual rather 

than society (Haworth, 1994: 27). In pa11icular the neo-liberals attacked the state, 
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saying that it was anti-individualist, obstructive to freedom and both politically and 

economically inefficient. Neo-liberalism and its impact on health care in New 

Zealand is examined in Chapters 5 and 6. 

Nationalism 

Economic nationalism stands injuxtapose to liberalism. Essentially, nationalism 

is about a general commitment to state building, although the precise objectives and 

means of attaining these objectives differ considerably. It has taken many forms over 

the centuries - mercantilism, statism, protectionism and new protectionism. In this 

approach the market-place is subordinate to the pursuit of state interests, especially 

in relation to national security and military power. 

According to Gilpin (1991: 10), the major aim of nationalism is to industrialise 

the economy. This leads to economic development, self-sufficiency and political 

autonomy and is also the basis of military power which is central to national and 

intelnational security. Thus nationalism promotes the developmen~ of industry and 

high technology and also tries to create an intelnational division of labour favourable 

to the political and economic interests of nation states. Although this system promotes 

multinational and transnational companies, the nation state still remains predominate 

over all other actors. A strong and interventionist state, however, does not necessarily 

lead to economic growth. For this reason some countries, particularly in South- and 

North-East Asia, use strong state intervention in combination with free market 

principles (see Chapter 7). Nationalism and its impact on health care in relation to 

industrialisation and technological innovation is discussed in Chapter 3, albeit 

implicitly. 
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Marxism 

Although Marxism and nationalism in the modem era have developed largely in 

reaction to economic liberalism, their perspectives are velY different. There are four 

essential elements found in Marxist writings (Gilpin, 1991: 12; Caporaso & Levine, 

1993: 55-78). The first element is the dialectical approach to knowledge and society 

that defines the nature of reality as dynamic and conflictual. Second is a materialistic 

approach to history. Here economic activity by means of production and reproduction 

of goods, and the subsequent class struggle, is central to historical change. 

The third element is a critique of capitalism. Marxism argues that capitalism is 

driven by the bourgeoisie striving for profits and capital accumulation. Labour 

becomes merely a commodity that is subject to price mechanisms. The essential 

character of capitalism is its internationalism it needs an open world economy. 

Capitalists have two kinds of interests: an interest in accumulating wealth, and an 

interest in the security of the social and political system that allows this pursuit of 

wealth. The former interest is purely private; capitalists do not share it, they compete 

over it. The latter interest, however, is shared (Caporaso & Levine, 1993: 67). The 

fourth element in Marxist Wlitings is a commitment to socialism in one form or 

another Ifwe take these essential elements of Marxism, there are two ways in which 

political economy can be discussed in the Marxian tradition: class struggle, and state 

theOlY (Navarro, 1976, 1984, 1993; Doyal, 1979; Gorz, 1980). In state theory the 

state is an organ of class domination. It preserves and protects one class and works 

against the other. However, the state does not work against one social class directly. 

Instead it represents the political interests rather than the material interests of the 

dominating class. Class snuggle is the snuggle over power and its social distribution. 
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More specifically, workers snuggle for greater power against the dominating capitalist 

class and their protectors. Capitalists, on the other hand, snuggle to retain, expand 

and reproduce their power over workers (Caplan, 1991: 99). 

Both Marxist approaches to political economy argue that curative or scientific 

health care can only be understood as pa11 of the capitalist mode of production and not 

separate from it. The health system is determined primarily, although not exclusively, 

by the same forces that determine the overall social fonnation. These forces are the 

struggle for power between capitalists and workers. The medical profession and the 

decision-makers in the health sector although sUpp0l1ing the capitalist class in their 

struggle, are also dominated by the capitalist class. In other words, the medical 

profession and decision-makers not only protect the capitalist class but also reproduce 

the same dominating class system. In the final analysis, the medical profession and 

decision-makers are under the political dominance and ideological hegemony of the 

bourgeoisie. 

2.7 Power Theories 

The concept of politics as the study of power and conflict warrants more detailed 

discussion for several reasons. The first reason is that it is central to the analysis of 

the state and the political-economic system (Mulgan, 1994: 14-16) in terms of control, 

influence and access to resources. Peterson (1994: 5) defines such resources as 

ownership of propelty, satisfying and well paid employment, adequate income SUppOlt 

for those without or unable to work, a well balanced diet, education, housing and 

social SUppOlt. Health care is, in part, an issue of the ongoing snuggle over such 

resources. 
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A second reason is that the effects of power relations are evident at many levels 

of society, particularly in relation to inequalities. Although there are many 

explanations as to why health inequalities exist, such inequalities are inextricably 

connected with socio-economic inequalities and the power relations which sustain 

these. As mentioned in Chapter 1, it is issues of inequality in relation to social class, 

ownership, wealth and poverty, gender, ethnicity, health status and maldistribution of 

resources that get to the heart of a nation's political-economic system. 

A third reason is that there is a substantial body of literature on power relations 

that we can draw upon and which give us valuable insight into the relationship 

between power, political economy and health care. There is little consensus on the 

most suitable defInition of power. Power can be defmed as the capacity to exert 

influence (Jacobs, 1970) or "the ability of a person or group to bring about desired 

outcomes" (Wexley & Yuki, 1984: 219). Peterson (1994: 5) speaks in tenns of power 

relations. This refers to relations of domination, subjugation and resistance by groups. 

Whereas power is the potential to influence people and events, politics is the process 

of accumulating and exercising power (Wexley & YukI, 1984: 219). There are many 

sources of power, some of which include: control of tangible resources, fonnal 

authority, expeltise, control over knowledge and infOlmation, job and social status, 

wealth, referent power deriving fiom loyalty or friendship, and personal attributes 

(Wexley & Yuki, 1984: 225-231). 

The nature and exercise of power in society can be viewed from several 

perspectives. Such perspectives generally involve assumptions about the nature of 

society and either the main divisions within it or the experiences and characteristics 

of groups or individuals within it. Some of the major perspectives that have 
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explanatOlY value for the analysis of health care at a broad level of analysis are 

discussed below. The reader should be aware that the summaries of each perspective 

are perhaps over simplified and may not do justice to the complexities and subtleties 

of each approach. The purpose is to contrast how political-economic and health care 

systems can be viewed and defmed. 

Pluralism 

Pluralists (Truman, 1951; Dahl, 1961; Mulgan, 1994) argue that political power 

is de centralised and used among groups. No one group is dominant and each group 

is able to exercise some influence on the policy-making process. Competing interest 

groups serve to maintain social equilibrium through a counterbalance of power, 

although pluralists recognise that groups vary in their ability to exercise power. This 

counterbalance helps to ensure a widespread consensus about values and concepts 

within society (palfrey, Phillips, Thomas & Edwards, 1992: 37). 

Since there is no dominant interests, pluralists analyse the distribution of power 

in relation to specific issues - in particular who wins and who loses. For example, in 

the health sector the medical profession is viewed as one interest among many, albeit 

a key interest. ill addition, concepts of health are implicitly assumed to have emerged 

out of an underlying consensus between the various interest groups - alTived at 

through processes of negotiation and bargaining. It is debatable, however, whether 

this consensus is the result of agreement among different groups or is the result of 

manipulation by dominant groups (Ham, 1993: 181-186). In other words, is this 

consensus genuine or false? Plumlists argue that the consensus is genuine; the strong 

support for the medical profession by society in general, for example, reflects this 

genuineness. Celtainly people can be manipulated, but there are limits to the effects 
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of such manipulation. People cannot be so fundamentally mistaken about their own 

interests (Mulgan, 1984: 11). Critics of pluralism would argue that people's real 

interests may differ from their expressed preferences. Thus, there is a possibility of 

a false consensus. 

According to Mulgan (1994: 10) most pluralists, particularly neo-pluralists, 

recognise that in capitalist democracies, certain groups have defInite advantages, 

whereas other groups are systematically disadvantaged. In other words, pluralists do 

recognise the imp011ance of inequalities in relation to social class, gender and 

ethnicity, but they reject the notion that one type of inequality dominates. Power may 

not be equally dispersed among all interest groups, but neither is it concentrated in 

one particular interest group. Some pluralists look at politics as simply the interaction 

of self-interested groups and deny the importance of the notion of the common good. 

Other pluralists, however, allow for public good considerations. 

Elitism 

The elitist perspective (Mills, 1956) argues that power, rather than being 

fragmented or decentralised, is concentrated amongst elite groups such as politicians, 

senior bureaucrats, company directors, the professions, and wealthy and influential 

families (palfrey et al., 1992: 38). There is a tension between the interests of the state 

and the interests of elite groups. On the one hand, the state depends on these groups 

for political and economic reasons. On the other hand, it is difficult to constrain the 

power of the elite. Palfrey et al. (1992: 38) comment that there is a consistent bias in 

the public policy-making process which favours the values and interests of elite 

groups especially the bureaucracy. Elitism, however, does not explain the power 
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of some strong interest groups, such as trade unions which generally draw their 

membership from the middle and lower classes. 

On the subject of bureaucracy, Max Weber (1864-1920) offers some important 

insights into the charactedstics and power relations of bureaucracies. Weber (1947 

translation) argued that bureaucratic administration is indispensable for the growth 

and maintenance of the modem organisation. He believed that centralised 

bureaucracies have considerable economic, workforce and technical advantages over 

any other form of organisation. Weber's bureaucracy could be characterised along a 

number of dimensions: division of labour, delegation of authority, structure and span 

of control, hierarchy of positions, emphasis on expert knowledge and rationality, the 

impersonal nature of bureaucracy, and commitment to the goals of the organisation 

(Landy & Trumbo, 1980: 480; Peterson, 1994: 89). 

Weber, however, expressed conceln about the dysfunctional aspects of 

bureaucracy: its potential threat to democracy; its tendency to stifle individual 

initiative, spontaneity and creativity; and for the inclination of the bureaucratic 

workforce to become preoccupied with unifonnity and order (Haralambos & Holbom, 

1990: 410). Although Weber had some concerns about bureaucracies, he avoided 

issues of power and conflict in organisations. 

Bureaucracies, however, are undeniably a site for the exercise of power. They 

have the potential to be not only self-destmctive, but detrimental to the people they 

purport to serve. The stmcture and culture of bureaucratic organisations can 

disadvantage less powerful groups and individuals (Peterson, 1994: 90), patticularly 

in relation to social class, gender, ethnicity, age and disability. It is in the 

bureaucratic environment that most health workers work, where much of health care 
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is delivered, and where health policy is fOlmulated, implemented and evaluated. The 

health bureaucracy, therefore, plays an important role in shaping and influencing 

health care. 

Marxism 

Marxism as an ideology, in contrast to liberalism and nationalism, was discussed 

in Section 2.6. In relation to power theory Marxists argue that there is an important 

division between the owners of the means of production - the bourgeoisie or dominant 

class, and those who have to sell their labour - the proletariat or subordinate class. 

Within capitalism the economically dominant class are also politically dominant. The 

bourgeoisie snuggle to retain, expand and reproduce their power whereas the 

proletariat struggle to retain or increase their power. 

Caplan (1991) distinguishes between two categories of Marxism, each with its 

own analysis of health care. The 'property'Marxists, although viewing medicine as 

part of the capitalist system, are positive in their approach to medicine. Scientific 

curative medicine is beneficial and desirable - if only it could be divorced from the 

capitalist mode of production. The 'power' Marxists argue that the property Marxists 

tend to overlook existing power relations outside the health care system, fail to 

recognise that there are different forms of medicine, and reduce the notion of a health 

care crisis to a medical rather than political-economic crisis. 

Power Marxists such as NavalTo (1976, 1984, 1993) conceptualise medicine or 

health care as being inseparable from political-economic forces outside the health care 

system. In addition, they reject both the notions of neutral medicine and technological 

determinism (Caplan, 1991: 104) and they view the health care crisis as part of a 

world economic crisis (see Chapter 5). According to the power Marxists, the 
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dominant model of health care is not an indication of the power of the medical 

profession, but rather demonstrates the dominance of the bourgeoisie. FurthelIDore, 

the individual disease-base model of western medicine helps maintain this dominance 

by overlooking the socio-economic determination of health care. Health services, 

therefore, help to legitimise and reproduce capitalism and to promote capital 

accumulation (Ham, 1993: 187-190). 

Like the other theoretical perspectives, Marxism does not explain all facets of 

power and some of its assumptions are questionable. At a macro level of analysis, 

Marxist theory gives considerable insight into the structural elements of power. 

However, at the policy-making and micro level the Marxist approach is not as 

convincing. Not all conflicts in the health sector are class conflicts. The concept of 

class adopted by many Marxists - the two class model (bourgeoisie and proletariat) 

- is simplistic given the increasing complexity of social classes. Moreover, many 

Marxists fail to address gender and ethnic issues in their analysis. 

Feminism 

Other theOlies have adopted some of the rationale of Marxist analysis, but focus 

on different divisions in society. Although there are many schools of feminist 

thought, feminists tend to focus on the conflict between male and female. The state 

is an instrument by which men have dominated and suppressed women. This 

domination creates a false consciousness about the respective roles and capabilities 

of men and women in society, thus preventing women from achieving their real 

potential (Mulgan, 1994: 8). 

In the health sector, many feminists view medical knowledge as being sexist and 

male-orientated. The explanations of women's physical and emotional health are 
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often made in tenns of their biology, particularly their reproductive organs, rather than 

with reference to women's social experience and individual needs. There is a 

tendency in society to pathologise and medicalise a range of health issues that affect 

women, such as pregnancy, menshuation and menopause (Edwards, 1988: 67; 

Ehrenreich & English, 1979: 101-40). 

Anti-Colonialism 

There are many strands of anti-colonialist thought - political, economic, military, 

environmental, social, ethnic and gender. It is not the purpose here to discuss 

colonialism in detail other than to focus on its impOliance in explaining ethnic. 

inequalities. It is this area which many of the other power perspectives tend to either 

overlook or discuss in a peripheral sense. 

From an ethnic perspective, many anti-colonialists see the basic social division 

in society as an ethnic division between the indigenous people and the dominating 

colonisers. The modem state is seen as an agent of colonial domination by which the 

indigenous people are subjugated by the colonisers. Moreover, the dominant political, 

economic and social ideology favours the colonialists and encourages the indigenous 

people to abandon their own culture and shuctures of authority (Mulgan, 1994: 8). 

New Zealand, for example, suffered colonial domination with subsequent health 

implications. The Maori indigenous people suffered a plethora of western diseases 

to which they had no resistance to - influenza, respiratory diseases, smallpox, measles 

and venereal diseases (Sinclair, 1980: 41). As noted in Chapters 4, 5 and 6 ethnic 

division and subsequent socio-economic inequalities and related health status 

inequalities are still velY much a feature of modern New Zealand society. 
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Structuralism 

The structuralist perspective recognises the previous mentioned perspectives, but 

to various degrees. In structuralism, interest groups, elitism and class conflict co-exist 

with struggles between structural interests. Alford (1975) identifies three sets of 

structural interests - dominant, challenging and repressed. Dominant interests are the 

professional monopolists; challenging interests are the corporate rationalisers; and 

repressed interests are the people in general. Dominant interests are served by 

existing political, economic and social institutions and, therefore, only need to be 

active when their interests are challenged. For example, the medical profession is 

dominant in the health services but may be challenged by corporate rationalisers such 

as managers and administrators. Patient and consumer groups representing repressed 

interests may seek to move out of their repressed position by articulating and 

mobilising their interests (Ham, 1993: 183). 

According to Ham (1993: 183), class divisions are less impOltant in explaining 

the nature and function of the health care sector than are structural interests. 

Furthermore, class interests and structural interests are not synonymous. As 

mentioned previously, changing social divisions in modem societies highlight the need 

for an alternative framework for analysing the complexities of these divisions. 

Structuralists, like the Marxists, challenge the pluralist position that consensus is 

genuine. To the structuralists, medical dominance reflects the power of the medical 

profession through their control of key resources such as technology, expeltise and 

knowledge, and their ability to convince other elites and the general public of the 

perceived merits of curative scientific medicine. This concept, however, is not 

necessarily the concept which best serves the interests of the population. 
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Post-structuralism, associated with the work of Foucault (1971, 1975, 1980, 1982) 

views power as being exercised throughout the whole of society rather than being 

possessed by particular groups. Foucault focused on the relationship between power 

and knowledge and the social meanings of the body, particularly in relation to 

medicine. He also gave attention to resistance by subordinated groups in society and 

the importance of individual expression and choice. 

Professionalism versus Managerialism 

Two of Alford's (1975) structural categories - professional monopolists and 

corporate rationalisers are particularly useful for understanding changes in the 

provision of health care services. There is considerable debate over the changing 

nature of the medical profession. Freidson (1970a,b, 1985, 1988, 1994) argues that 

although the medical profession has been confronted with a bewildering number of 

changes over the decades, it is still the dominant profession in the health sector. 

Moreover, the profession continues to hold a monopoly over at least some important 

segments of knowledge, even in the face of intense professional and consumer 

competition. Indeed, Freidson (1994: 134) argues that continued technological 

innovation opens up limitless new opportunities for the medical profession. 

This dominance has been increasingly subject to challenge over the past two 

decades and there is evidence that the hegemony of the medical profession is 

declining (Larson, 1980; McKinlay & Arches, 1985, 1986; McKinlay & Stoeckle, 

1994). This decline is due, in pru.i, to the overlapping processes of deprofessionalism 

and proletarianization, but also to competition from the corporate rationalisers 

(managerialism). 
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Deprofessionalization, associated more closely with the work of Haug (1973, 

1975, 1977), argues essentially that the medical profession is losing its position of 

prestige and trust. The professionals' monopoly on a specific body of knowledge and 

skills is being constantly eroded by competitors and increased lay knowledge. The 

proletarianization thesis stems from Marx's theory of history whereby, over time, the 

intrinsic characteristics of capitalism will reduce most workers to the status of 

proletariat (Friedson, 1994: 132). Thus, proletarianization involves the process by 

which an occupational group is curtailed or divested of its control over certain 

professional prerogatives (McKinlay & Stoeckle, 1994: 194-195). 

The influence of managerialism, particularly the dominance of economic 

rationalisers, is increasingly found in health sector management in many countries 

throughout the world (Peterson, 1994: 97). The medical profession, up until the 

1980s, was largely successful in keeping the management experts at bay. Since then 

health services have generally adopted managerialism, but to various degrees. 

Contemporary managerialism represents a combination of market and 

bureaucratic approaches, with its emphasis on free market principles and internal 

rationalisation and efficiencies. Essential to management ideology is the notion that 

business management principles are applicable to all service providing institutions 

(Powell, 1992: 224). The assel1ion that managerialism is dominant over the medical 

professionalism is rejected by Freidson (1994) and Powell (1992). In their view, 

managerialism is significantly constrained by the medical profession. At best, it 

would seem that power is shared between the two groups. In order to achieve wider 

organisational goals, both groups are required to compromise. This is particularly so 
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are dependent on the work production of the doctors. The influence of managerialism 

in New Zealand is discussed in more depth in Chapters 4,5 and 6. 

Summary 

In essence, all of the different perspectives discussed pluralism, elitism, 

Marxism, feminism, anti-colonialism and structuralism are partial perspectives in 

that each focuses attention on certain aspects of society at the exclusion of others, 

though to various degrees. Despite the different perspectives, they all have an 

important contribution to make to our understanding of the political economy of 

health care. The relative significance and utility of each perspective probably hinges 

on a countty's unique combination of political, economic, social and cultural factors 

at a given point intime. 

2.8 Comparative Framework 

Since this thesis is also a comparative analysis, it is important to consider an 

appropriate framework for the comparative study of health care systems. Researchers 

have offered various approaches- to categorising health systems (Roemer, 1977; 

Fulcher, 1974; Maxwell, 1974; Terris, 1978; Leslie, 1976; Elling, 1994). Table 

2.2 shows some of the categories in which health systems have been placed. 

Category 1 identifies three types of govemment control of health systems: 

pluralistic or laissez fau'e, cooperative or welfare state, and socialist or centrally 

planned. Each one of these health systems operates within a particular economic 

framework: affluent or industt"ialised, moderate or developing, and poor or under

developed (Roemer, 1977; Roemer, Kleczkowski & Van de Werff, 1984). Within this 

mattix, the United States fits in the 'pluralistic affluent', China in the 'socialist poor' 
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and New Zealand, at least up until the 1990 health refonns, in the 'welfare state 

affluent'. 

Category 

1. 

2. 

3. 

Table 2.2: Categories for Comparing Health Systems 

Health System 

Pluralistic or laissez faire 

Cooperative or welfare state 

Socialist or centrally planned 

Entrepreneurial and permissive 

Welfare orientated 

Economic System 

} 

Affluent or Industrialised 

Moderate or Developing 

Poor or Underdeveloped 

Affluent or Industrialised 

Moderate or Developing 

Universal and comprehensive Poor or Underdeveloped 

Socialist and centrally planned Resource Rich 

National health service 

National health msurance 

Primarily market orientated 

Category 2 builds upon and modifies the previous matrix. Here there are four 

types of health care systems (entrepreneurial and permissive, welfare orientated, 

universal and comprehensive, and socialist and centrally planned) and four types of 

economic systems (affluent, moderate, poor, and resource rich). Resource rich was 

added to provide for oil producing countries in the non-industrialised countries 

(Roemer, 1991). In this categOlY, the United States fits in the 'entrepreneurial 

affluent', China in the 'socialist poor' and New Zealand, up until the 1990 health 

refonns, could fit in either 'welfare orientated affluent' or 'universal affluent'. 
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CategOlY 3 distinguishes between national health service (NHS), national health 

insurance (NID) and a primarily market approach to health care. 

These categories, however, have tended to be placed within a static framework. 

Or where movement has been acknowledged, it has tended to be assumed that health 

systems evolve in a planned direction, namely from non-industrialised to 

industrialised. Elling (1994: 288) is critical of the static and convergence view and 

notes that several health systems throughout the world have suffered various reversals 

along the way, as with Chile, the United Kingdom, the United States and Eastern 

Europe. Elling, therefore, puts forward a dynamic classification system which 

integrates several of the categOlies shown in Table 2.2, whilst allowing for movement 

from one category to another. He also argues that countries and their health care 

systems cannot be understood independent of their position in the capitalist political

economic world system. Table 2.3 outlines Elling's (1994) classification system. 

The reader will see that there are five major political-economic systems: core 

capitalist; a combination of core capitalist and social welfare; industrialised, socialist

orientated; capitalist dependencies in periphery and semi-periphery; and socialist

orientated, quasi-independent of the world system. The range of health systems 

within these political-economic systems varies from market odentated, de centralised 

and fractionated systems with gross disparities in distdbution of wealth and income 

and access to services, to highly centralised structures with a NHS and greater equity 

in distribution of wealth, income and access to services. At one end of the spectrum 

is the United States, Switzerland and Gelmany and at the other end is China, Cuba 

and Tanzania. 
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Table 2.3: Comparative Health Systems in relation to the 
Capitalist World System 

Category Description Examples 

l. Core Capitalist. ~ Market orientated health system. - United States 
~ Decentralised, fractionated authority structure. - Switzerland 
- May include elements ofNHI. - Germany 
- Gross disparities in distribution of wealth and 
income. 

- Gross disparities in access to health services 
and health status by class, ethnicity, and 
gender. 

2. Core Capitalist, - More developed welfare system. - New Zealand 
Social Welfare. - May also have decentralised, fractionated - Canada 

authority structure. - United Kingdom 
- Partially regionalised NHI or NHS. - Sweden 
- Fewer disparities in distribution of wealth and - Other Scandinavian 

mcome. countries 
- Access to health services and health status by - Japan 
class, ethnicity and gendcr higher than category - NICs: Singapore, 
l. Taiwan, South Korea 

3. Industrialised - Highly centralised. - Former USSR 
Socialist-orientated. - Partially regionalised NHS. - German Democratic 

- Fewer social and economic disparities than in Rcpublic 
categories 1 or 4. - Other East European 

- Access to health services higher than in Countries 
categories 1 or 4. 

4. Capitalist depend- - Centralised fractionated authority structure. - Brazil 
encies in periphery - Little or no general provisions of health and - India 
and semi-periphery. welfare services. - Indonesia 

- Gross disparities in wealth, income and health - Guatemala 
status. - Haiti 

- Social welfare and displaying less of above. * - Philippines 
- Sri Lanka* 
- Costa Rica * 

5. Socialist-orientated, - Highly-mediwn centralised authority - Peoples Republic of 
quasi-independent of structures. China 
world system. - Newly fully regionalised NHS. - Cuba 

- Greater equity in distribution of wealth and - Tanzania 
income. 

- Access to health services higher than in 
category 4. 

Source: Adapted from Elling (1994). 
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Elling emphasises that his typology is not definitive. The placement of some 

countries into the various categories is problematic. For example, where do the oil 

rich states fit in? What category should Japan and the newly industrialising countries 

(NICs) be placed in? Although I have placed this latter group of countries in category 

2, it could be argued that they be placed in the middle, between core capitalist and 

core social welfare. The crucial point is that the typology is dynamic and countries 

will shift in, out or between categories. From the perspective of this thesis, it is a 

useful typology for several reasons. 

First, much of the debate on the cunent health reforms in New Zealand is about 

the ideological shift from a welfare orientated health care system to a quasi-market or 

entrepreneurial system. Thus, New Zealand's placement in the typology, although 

in categOlY 2, is moving closer towards category 1. Second, it fits in with the central 

theme of this thesis, namely that health care can only be understood by looking 

outside the health care system to the broader political, social and economic forces. 

The health debate, therefore, reflects the ideological debate between the various 

political-economic theories. In this respect, neo-liberalism in New Zealand is 

hegemonic in the economic and health domains. Third, the typology fits in with the 

notion of health as being a dynamic, constantly changing condition of the individual, 

group or society. 

2.9 Political Economy of Health Care: A Conceptual Model 

Throughout this chapter I have been constructing in stages a conceptual model 

for understanding the political economy of health care which has relevance on a cross 

national basis. As mentioned previously, health care is the product of a multitude of 
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factors outside and within the health care sector. These factors include the political-

economic system, social values, cultural factors, the legal system, the mass media, 

demographic factors, medical technology, power relations in society, life-style and 

biological factors, the environment, and the health care community. 

Although some of the above factors are crucial to understanding the political

economy of health care, others are less important or peripheral to the development of 

my argument. Figure 2.6 illustrates those critical elements and factors which, I 

believe, are necessary for understanding the political economy of health care. 

Moreover, although there has been considerable research on some of these variables, 

for example socio-economic determinants of health status, the fmdings tend not to be 

integrated into a broader political-economic and theoretical context. In addition, 

many of these factors have been either ignored or given low priority by many 

countries when reforming their health care systems. My purpose, therefore, is to 

present a conceptual model which is theoretically plausible, specifies key 

relationships, and is empirically verifiable. The key elements of the model and their 

relationships are outlined below. The arrows in the model represent complex, 

sometimes reciprocal relationships, among the elements and factors within the modeL 

Political-Economic System 

For this part of the model I use Elling's (1994) typology, as outlined in Section 

2.8, which comprises of five major political-economic categories within the global 

economy. As previously mentioned, this typology emphasises that health care 

systems cannot be understood independently of a country's position in the world 

economic system. The typology is also dynamic in that systems sometimes move 

fi:om one categOlY to another. 



2 

Political-Economic System! 
.. Core capitalist 

.. Core Capitalist, 
social welfare 

.. Industrialised, 
socialist -orientated 

.. Capitalist dependency, 
periphery & semi
periphery 

.. Socialist-orientated, 
quasi-independent of 

system 

2.6: 

Health Care System2 

e.g. 
.. Market orientated 

.. 
or 

.. Decentralised, fractionated 

.. Medium-highly centralised 

• Curative scientific medicine 

.. Traditional medicine 

• 

.. Alternative health 

Care: Conceptual 

Modifiers B 
r-----------------------, 
I I 
I I 
I I 
I I 
I I 
I I 
IS' . I :.. octO-eConomIC : 
: factors: : 
I I 
: Social class I 

: Wealth & poverty 
---7 ! Ownership ~ 

I 
I 
I 

: • Gender 
I 
I 
I 

: .. Ethnicity 
I 
I 
I 

: .. Access to resources 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I I 
~------------------------

t Modifers A i 

Health status 

Health outcomes 

r------------------------------------------------------------------------------------------, 
I I 
I I 
I I 

: Demographic factors Power relations Social values Cultural factors I 
I I 
I I 
I I L __________________________________________________________________________________________ 1 

typology (see Section 2.8) 
(1994) typography. 

U'l 
o 



51 

In the global economy, nation states are interrelated and dependent on the forces 

of advanced capitalism and industrialisation which include international fmance and 

market mechanisms, technological innovation, and multinational and transnational 

companies (see Chapter 3). These political-economic systems are subject to multiple 

processes and constraints (external and internal) which in turn impose pressure and 

constraint on their health care systems. 

Modifiers A 

There are complex interactions between the political-economic system and the 

health care system. The relationship is not just one of cause and effect or stimulus 

and response. Some of the interactions are reciprocal, whereas others are subject to 

modifiers. By modifiers I mean those factors or variables that act along with the 

independent variable in influencing the dependent variable. In this model the three 

central elements - political-economic systems, health care systems, and health status 

and outcomes - can be both independent and dependent variables. It should be noted 

that the term modifier does not imply that modifiers are of secondary importance. In 

some cases they may have more, or at least as much, influence on the dependent 

variable. 

The critical modifers I identifY in this part of the model are demographic factors, 

social values, cultural factors and power relations. These particular modifiers, 

however, interact across the whole of the model. They not only modify the 

characteristics of the health care system and sub-systems, but also influence, to 

various degrees, health outcomes. The health care system of a countIy, therefore, is 

shaped and influenced by a unique combination of all the above factors. 
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Types of Health Care Systems 

There are many variations and sub-variations of health care systems. Here I once 

again draw on Elling's (1994) description of the various types of health care systems. 

These range from market orientated to fully regionalise~ National Health systems to 

little or no general provision of health services, and from decentralised fractionated 

authority structures to highly centralised authority structures. I would add to Elling's 

description four other variations or combinations - curative scientific medicine, 

traditional medicine, altelnative health care and a public health based model of health 

care. 

Health Status and Health Outcomes 

Presumably the purpose of the health care system is to undertake activities and 

create conditions designed to promote the health status and well-being of individuals, 

the community and the population in general. However, as noted in Section 2.4, 

health status is not necessarily an outcome of the health care system it may only 

have an indirect relationship or no relationship at all. Thus, there is a need to consider 

modifying factors if we are to fully understand the relationship between health care 

and health status or outcomes. 

Modifiers B 

The critical modifiers I identify in this patt of the model are socio-economic 

factors (e.g. social class, wealth and povelty, ownership), ethnicity, gender and access 

to resources (or maldistribution of resources). The rationale for selecting these factors 

was explained in Section 2.7. Another impOltant reason not mentioned previously, 

however, is that these factors and their interactions with health care can, in part, be 

verified empirically. 
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Feedback Loop 

In the model there is a feedback loop which connects health status and outcomes 

to the broader political, economic and social environment. This is to demonstrate that 

people's health, as it affects their quality of life, plays an important role in influencing 

the quality of outcomes in the broader environment. For example, in the least 

developed countries, the destmctive effects of poverty and overpopulation strain to 

the limit the ability of the political, economic and social infrastmctures to cope. Thus 

health status and outcomes can be both independent and dependent variables. 

2.10 Conclusion and Themes 

In this chapter I have suggested a comprehensive and integrated theoretical 

framework for understanding and analysing health care. This framework is both 

multifaceted and multidimensional. More specifically, I proposed a conceptual model 

which identified those elements and factors regarded as critical for understanding the 

political economy of health care. The model as it is represented so far is greatly over

simplified in that it does not fully explicate the complex interactions between the 

various variables. In the proceeding chapters my purpose is to test the theoretical 

plausibility of the model- its practicality - by demonstrating empirically the linkages 

between the key elements and factors. 

This framework also highlights or fOlms the basis for some key themes or sub

themes which will be dominant, both explicitly and implicitly, throughout this thesis. 

Where possible, these themes will also be explored conceptually and empirically. 

These themes consist of the following: 
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.. That health care is the dialectical result of forces outside and within the 

health care system with the former having greater influence than the latter. 

Thus, in order to understand the health care system, one must look at the 

forest (political, economic and social system) rather than the trees (health 

care system). 

.. The interdependence of countries and their health systems within the world 

economic system or global economy. 

.. The notion that health systems throughout the world are dynamic, with 

systems moving or verging on moving from one categOlY to another. 

Moreover, this movement is not necessarily in the one convergent direction; 

health systems can suffer serious reversals to the detriment of the 

population. 

.. The concept of health as being a dynamic, constantly varying condition of 

the individual or group. 

e The involvement of the public and community in determining their own 

health conditions and services. 

.. The hegemony of economic liberalism in the industrialised world and of 

neo-liberalism in certain western countries, including New Zealand. This 

hegemony in New Zealand is pervasive across the whole of the state sector, 

including health policy. 

.. That health status is influenced more by socio-economic factors than it is by 

health interventions. 

.. The industrialisation of health. In pal1icular the hegemony of western 

scientific medicine and the power exercised outside and within the health 
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Cal'e system to reinforce the values, expectations and modus operandi of the 

system, This hegemony is all pervasive and is felt at the most subtle levels 

of social interaction and self-concept. 
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CHAPTER THREE 

HEALTH CARE ENVIRONMENT -POST WORLD WAR TWO 

In Chapter 2 it was shown that health care in any country is the product of 

numerous factors outside and within the health care system. These factors include: 

the political-economic system, social values, cultural factors, social values, socio

economic factors, demographic factors, power relations, the health care community, 

medical technology and environmental factors. 

Variation in health care between countries can only be understood by examining 

each country's unique combination of these factors and the interaction or lack of 

interaction between them. Although these factors are important in explaining 

variations or similarities between countries, there are several, near universal, global 

forces which have shaped the nature of health care over the past 50 years in developed 

and underdeveloped countries. These forces, some of which are contradictOlY and 

destructive in nature, include wealth and poverty, the social tr'ansfonnation of health 

care, economic forces, medical technology, the health industry, ageing populations 

and health research. 

In keeping with the major themes of this thesis I will examine those global forces, 

except for health research which is discussed in Chapter 1, from outside and within 

the health care sector. Since I argue that health care is influenced more by socio

economic factors than by medical intervention, I will open the discussion within a 

socio-economic context. 
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3.1 Health, Wealth and Poverty 

Poverty is regarded by the United Nations as the biggest single cause of death, 

disease and suffering worldwide. It is estimated that 20 percent of the world's 5.6 

billion population live in extreme poverty. Poverty in developing countries means that 

children are undernourished and not vaccinated, clean water and sanitation are 

lacking, essential medicines are lacking, child mortality is high, more mothers die in 

childbirth and life expectancy is low. ill industrial countries poverty contributes to 

mental illness, stress, suicide, family breakups, abuse and violence and substance 

abuse. ill some industrialised countries a widening income gap between rich and poor 

is accompanied by growing differences in mortality. Although life expectancy has 

reached 78 years in Japan and the mid-70s in other industrialised countries, it is only 

43 years in Uganda and is expected to decrease there and in other central African 

counbies (United Nations, 1995). 

In this section I will examine vruious aspects of world health, wealth and poverty 

in relation to socio-economic status and mortality, economic development, the Third 

World, urbanisation and barriers to economic growth. 

Socio-Economic Status and Mortality 

Economic growth and industrialisation do not automatically translate into health 

gains, and unless both processes are managed properly they have the potential to 

damage health. ill fact, industrialisation brings with it a complexity of health 

problems. The populations of developing or non-industrialised countries also suffer 

from serious health problems, although of a different nature than that of their 

industrial counterparts. ill westeln countries there are wide intra- and inter

differences in the levels of child, adult and elderly povel1y. Table 3.1 shows, for 
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example, that Norway has a relatively low level of child poverty (7.6 percent) but a 

relatively high rate of poverty amongst the elderly (18.7 percent). Sweden and 

Switzerland have low levels of poverty in all age groups, while Australia, United 

Kingdom and the United States have relatively high poverty levels, particularly for 

children and the elderly. For some countries, child poverty levels exceed those of the 

elderly, while for other countries it is the reverse. 

Table 3.1: Percentage of Population, Within Age Groups, 
Living in Poverty* in Selected Countries, 1988 

Children Adults Elderly 

Australia 16.9 10.5 19.2 
Canada 9.6 7.5 4.8 
Fed. Rep. Gennany . 8.2 6.5 15.4 
Norway 7.6 7.1 18.7 
Sweden 5.1 6.7 2.1 
Switzerland 5.1 6.2 6.0 
United Kingdom 10.7 6.9 37.0 
United States 17.1 10.1 16.1 

* Absolute poverty refers to all people whose adjusted incomes are below the official U.S. Government 
three~person poverty line. 

Source: Smeeding, TOlTey & Rein (1988). Adapted by Najma (1993): 162. 

Najma (1993: 162) identifies five social categories throughout the developed 

world which together comprise the vast majority of those in poverty. These are single 

parents and their children, the aged, the unemployed, racial and ethnic minorities, and 

the disabled. Ongoing demographic trends indicate that people in these vulnerable 

groups will continue to increase, excepting for perhaps the racial and ethnic minority 

groups which will constitute a relatively stable and possibly declining proportion of 

those living in poverty. 
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Although there have been substantial declines in infant, youth and adult mortality 

rates since the beginning of this century, these declines have not been consistent nor 

have all socio-economic groups benefitted to a similar degree. Whereas in the early 

part of the century comparisons of socio-economic status and mortality rates revolved 

around the infectious and communicable diseases, today such comparisons involve the 

chronic diseases (heart disease, stroke and cancer) and various types of accidents and 

self-inflicted injuries (Najma, 1993: 159). 

Studies on changes in socio-economic status mortality rates over time suggest a 

recent increase in mortality differentials, most likely produced by an increase in the 

level of income inequality in a number of developed countries (Pamuk, 1985; 

Wilkinson, 1990; Smith, Bartley & Blane, 1990; The Press, 13 June 1994). Studies 

in Great Britain, for example, show a widening health gap between the rich and the 

poor. Mortality rates in the poorest 10 percent of census wards are four times higher 

than in richer areas, and life expectancy for some groups of the poor is worse than it 

was 40 years ago (The Press, 13 June 1994). Despite a massive decline in overall 

mortality, from which all classes have benefitted, and major shifts in the cause of 

death over time, the relative position of the lower socio-economic groups has 

deteriorated, particularly in the last decade (Najma, 1993: 161). As societies are 

subject to increasing political, social and economic forces which widen economic 

inequalities, we can anticipate a widening of mortality rates and life chances between 

those at the highest and lowest socio-economic levels. Najma (1993: 164) notes a 

causal link between increases in socio-economic status mortality rates and an increase 

in the proportion of people living in poverty. 
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The socio-economic detelminants of health status are well documented 

worldwide. In Britain the Black Report (1980) noted the inequalities that exist in the 

mortality experience of men and women between the different social classes and 

racial groups with skilled and unskilled workers having higher mortality rates than 

professionals (Townsend & Davidson, 1982; Ashton & Seymour, 1988). In Australia, 

those in the lower or working classes (measured according to occupation, income and 

residential location) have higher mOltality rates and repOlt higher levels of illness than 

those in the middle and upper classes (Commonwealth of Australia, 1992: 180-194). 

Similar social class differences are also found in Scandinavia, Westeln Europe, NOlth 

America, Japan and New Zealand (Antonovsky, 1967; Kitagawa & Hauser, 1973; 

Marmot & McDowell, 1986; Hart, 1986; Valkonen, 1987; Nuthall, 1992). 

Economic Growth 

Around three-quarters of the world's population live in countries with low

income or lower-middle income economies (broadly the Third World) but account for 

only 10 percent of world gross national product (GNP). On the other hand, only one

qUalter of the world's population live in upper-middle income or high-income 

economies but account for 90 percent of world GNP (World Bank, 1991). Table 3.2 

highlights these comparisons and divides the world into three broad economic groups. 

The low income countries al'e those with a GNP per head of less than $580, and 

includes two of the most populated countries in the world China and India. The 

middle-income countlies had, in 1990, a GNP per head of between $580 and $6,000. 

This includes countlies such as Egypt, Turkey, Brazil and Greece. The high-income 

economies had a GNP per head of $6,000 or above (between 20 and 61 times greater 
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than low-income economies) and includes countries such as the United States, Japan, 

United Kingdom and Canada. 

Table 3.2: World GNP by Country and Economic Group, 
Per Head and Percentage, 1990 

Country Group GNP per ...... Foreign Aid %of 
head/$US per head/ world"" 

$US population 

Low-income economies (less than $580) 
China and India 350 2 39.9 
Other low-income 300 17 20.5 
Middle-income 
economies ($580-6,000) 
Lower-middle income 1,360 17 13.9 
Upper-middle income 3,150 2 8.7 
High-income 
economies (more than $6,000) 
All high-income 18,330 17.0 

%of 
world* 
GNP 

3.7 
1.6 

5.0 
7.2 

82.4 

*World' excludes the following countries, for which no recent information is available on GNP: Albania, 
Cuba, former German Democratic Republic, People's Democratic Republic of Korea, and former USSR. 

Source: World Bank (1991): Tables 1 and 19. 

A munber of social indicators using the same income groupings are presented in 

Table 3.3. This shows with regard to education, for example, that in 1985 over 95 

percent of adults in high income economies were literate, compared to 75 percent in 

the middle income economies and around 54 percent in low income economies. In 

1988 over 90 percent of children of high school age in the high-income economies 

attended high school, compared with around 56 percent in the middle-income 

economies and between 25 and 43 percent in low-income economies. In tenns of 

literacy and education, women have much less oppOltunity than men in low-income 

countries, but the gap nalTOWS or disappears in the middle-income economies and 

slightly exceeds that of men in the high-income economies. 
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Table 3.3: World Social Indicators by Country and Economic Group 

Country group Percentage Average daily 0/0 of relevant % of population 
of adults who calorie (kcal) age group in living in large 
are literate supply per secondary towns & cities 

(1985) person (1988) education (1988) (1989) 
All Women All Women 

Low-income 
economies 
China & India 58 46 2,407 43 34 42 
Other low-income 49 38 2,182 25 20 25 
Middle-income 
economies 
Lower-middle 74 68 2,738 54 54 53 

income 
Upper-middle 76 72 2,990 58 58 66 

mcome 
High-income >95 >95 3,398 93 94 77 
economies 

Source: World Bank (1991): Tables 1,28,29, 31 and 32. 

Comparisons of some other key social and health indicators between 

industrialised and non-industrialised countries in 1990 are shown in Table 3.4. Of 

the world's 5,300 million population, 23 percent live in industrialised countries and 

77 percent in non-industrialised countries. Life-expectancy at birth in the 

industrialised countries is 75 years compared with 63 years in non-industrialised 

countries. In industrialised countries, the infant mortality rate is 15 per 1,000 live 

births compared to 76 per 1,000 live births in the Third World. 

Over half of the world's population do not have access to adequate sanitation and 

around 38 percent are without safe water compared to almost universal access to these 

essential services in the westeln world. Expenditure per person on food and education 

in the non-industrialised countries is around two-thirds less than that of their industrial 

. counterpatts. In tenns of health expenditure per person, the gap is even worse, with 
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non-industrialised countries spending about 90 percent less than industrialised 

countries. 

Table 3.4: Comparison of Social Indicators in Industrialised And 
Non-Industrialised Countries, 1993 

Social & Health Indicators Industrialised Non-Industrialised Countries 
Countries All Least developed 

Total population in millions (and as a 
% of world population), 1990. 1,210 (23%) 4,070 (77%) 440 (8%) 
Life expectancy at birth (years). 75 63 51 
Infant mortality rate (per 1,000 live 
births). 15 76 120 
Population with access to safe water 
(%). >95 62 34 
Population with access to sanitation 
(%). >95 46 23 
Scientists and technicians per 1,000 
people. 139 9 not h.'llown 
Radio sets per 1,000 people. 1,021 173 88 
Population who read daily newspapers 342 34 12 
per 1,000 people. 
% of labour force in agriculture. 12 61 73 
Expenditure per person (on an index of 
100) on 
food 100 34 19 
health services 100 8 3 
education. 100 27 18 

Ratio of military to education and 
health spending. 38:1 109:1 96:1 

Source: United Nations Development Programme (1991): Tables 2, 3, 5, 7, 8, 14, 16 
and 19. 

On the other hand, the ratio of military to education and health spending is far 

greater in non-industrialised countries (109: 1) than the industrialised countries (38: 1). 

Apa11 from the sheer fmandal cost and lost opportunities in other areas of social 

spending, it also reflects the great human cost of war. Onone estimate there have 

been 106 civil or intelnational wars since 1950 resulting in over 19.5 million deaths, 

the majority of which were in the Third World (Sivard, 1989). The health 

consequences alone on the survivors of these wars, in telms of long-term physical and 

psychological injury and quality of life, must be viewed as a serious problem. 
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Gray (1993: 90) notes that overall the low- and middle-income countries of the 

world experienced a higher rate of growth in GNP per person than the high-income 

countries during much of the 1960s and 1970s. But during the 1980s, when the pace 

of growth increased in many countries, many of the low- and middle-income countries 

began falling behind both in relative and absolute terms. 

Third World 

In the 1980s the population of Latin America, the Middle East, North Africa and 

the Caribbean experienced falling incomes. For the countries of Sub-Saharan Africa 

the situation was even worse. Around 500 million of the poorest people in the world 

live in this region and they are getting poorer; consequently their health, welfare and 

SuMval prospects are extremely low (Gray, 1993: 91). There is no single reason for 

an increase in poverty in the Third World. In some countries, wars or revolution have 

caused economic and social dislocation; other countries have been affected by 

ecological disasters; others by a lack of adequate social and economic policies. An 

underlying trend, however, has been that the growth in total GNP of these countries, 

which in most cases averaged around two percent a year during the 1980s, was 

outstripped by a rate of population growth which exceeded three percent (Gray, 1993: 

91). 

The United Nations Development Programme (1992) looked more closely at the 

relationship between GNP and human development (based on three components: life 

expectancy, educational attainment and income). The Development Programme 

found, as expected, that countries with a high ranking of GNP per person also tended 

to be ranked highly on the human development index and vice versa. Some interesting 

differences, however, did emerge. Some countries such as South Africa, Brazil, Saudi 
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Arabia and Kuwait had a human development ranking below their GNP ranking. 

Other countries such as China, Sri Lanka, Hungary and Jamaica did much better on 

the human development scale than might have been predicted on the basis of their 

relatively low GNP. This suggests that health and education have been higher 

priorities or that these resources have been used much more effectively in some 

countries than others. 

There are considerable differences in the major causes of death between 

industrialised and Third World countries. In industrialised countries almost three

quruters of all deaths are caused by cancers, circulatory and degenerative diseases. 

In the Third World these diseases cause only about a quarter of all deaths. On the 

other hand, the major causes of death in Third World countries are the infectious and 

parasitic diseases which account for almost half of all deaths (Gray, 1993: 103). 

Interestingly, because there are far more deaths in total in the Third W orId, there are 

actually more deaths each year from the western diseases. 

In 1993, the World Health Organisation (WHO) declared tuberculosis a world 

emergency. Tuberculosis was, by that time, killing more adults than any other 

infectious disease worldwide. Efforts to halt its resurgent spread have only had 

limited effects. In 1990, tuberculosis was responsible for 2.5 million deaths at all 

ages; by 2005 the figure is expected to be nearer four million (The Economist, 1995b: 

81). Fighting the problem, however, is not regarded as a high priority by foreign and 

donor countries. Compared to the world's other most deadly infectious diseases, 

tuberculosis receives, by far, the lowest level of foreign donor funding. 

In 1990, mortality and level of foreign donor funding for some of the more 

deadlier infectious diseases was the following (approximate only): acquired immune 
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deficiency syndrome (AIDS) (0.2 million deaths, $160 million+); leprosy (0.1 million 

deaths, $76 million); tropical diseases (0.2 million deaths, $74 million); diarrhoea (0.4 

million deaths, $50 million); malaria (0.3 million deaths, $44 million) and tuberculosis 

(2.5 million deaths, $14 million) (The Economist, 1995b: 81). Poverty, inappropriate 

or non-existent health care and lack of consistent drug treatment contribute to the 

spread of tuberculosis. The disease is rampant in China where a quarter of the world's 

tuberculosis cases are found. It is also resurgent in central and eastern Europe, the 

former Soviet Union and in most of Africa and much of Asia. 

In the 1980s, AIDS disease emerged as a serious killer in both the Third World 

and industrialised countries. In 1991 there were an estimated six to 12 million people 

infected with HIV worldwide, almost half in N Olth America and Europe and most of 

the remainder in Sub-Saharan Africa. The countries with the highest incidence of 

AIDS in the world, in the early 1990s, were in central Aftica - Tanzania, Uganda, 

Malawi and Burundi (Gray, 1993: 22). HIV-AIDS is also becoming a major health 

problem in the Asian countries. Due to the long period between infection and onset 

it is extremely hard to know the true scale of this worldwide epidemic. The 

resurgence of the deadly Ebola virus in Zaire and central Africa, although unlikely at 

this stage to turn into a global disaster, is also a disease that requires worldwide 

attention. 

Urbanisation 

Another Third World trend which has major health implications is the 

phenomenal increase in urban populations. In 1975 the degree of urbanisation in the 

Third World was 28 percent; by the year 2000 it is estimated this will be 44 percent. 

Moreover, the largest cities in the world will be situated in the developing countries. 
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Of the 60 cities expected to have populations of over five million in the year 2000, 80 

percent will be located in the Third World (Verhasselt, 1985: 483). 

Similar problems experienced by many of the industrial countries during their 

periods of urban expansion are also replicated in the non-industrialised countries: 

poor housing conditions, poverty and unemployment, malnutrition, low health status 

and increased crime. The proportion of slum dwellers in the Third World is 

increasing more rapidly and their living conditions are grossly inadequate (Verhasselt, 

1985: 483). 

Although most health care services are concentrated in the cities, not every urban 

dweller has access to them and intra-urban inequalities in health status clearly appear. 

Marked differences in health status between dwellers in city centres and peripheral 

zones (which contain many squatters) have been observed for infant mOltality rates, 

life expectancy, tuberculosis and malnutrition. The urban poor are a high risk group 

for a wide range of infectious and communicable diseases including HIV-AIDS. 

Rural immigrants to cities are particularly vulnerable because they have to undergo 

such radical life-style and cultural changes. Mostly poor, they generally settle in 

shanty towns or slums. Moreover, migrants playa large part in the urban disease 

ecology. They may have little resistance to the urban strains of parasites and diseases 

and may also bring other variants of these to the cities. Consequently, population 

movements playa considerable role in the spread of diseases, as seen in Africa and 

Asia (Verhasselt, 1985: 483). 

Barriers to Economic Growth 

Grey (1993: 103) notes three major barriers to economic growth for many Third 

World countries which suggest that many of the health and social problems previously 
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discussed are unlikely to improve and may even get worse. The first batTier relates 

to trade restrictions. Grey challenges the assumption that Third World countries will 

be able to export many goods and services. At present, Third World exports face 

considerable trade batriers which the industrialised countries use to protect their own 

industries and farmers. These trade restrictions now affect more than 20 percent of 

all exports from the Third World to industrialised countries. (It is too early yet to say 

what effect the General Agreement on Tariffs and Trade - GATT and other world 

trade initiatives will have on this situation.) In 1990, industrialised countries spent 

over $300 billion on farm subsidies; this was more than ten times the amount they 

contributed to aid in the Third World. 

The second barrier is that debt burdens of Third World countries to the 

industrialised countries are increasing. For most of the post-war period there was a 

net flow of resources from private banks, government agencies and investors in the 

industrialised countries to the Third World. Much of this money, however, was 

either poorly invested, was simply used to buy consumer goods, or was embezzled. 

When world interest rates increased it became very difficult for many countries to 

repay their loans. These countries fell further into debt; to such an extent that, by 

1990, the total Third World debt was well over one trillion dollat's. In consequence, 

the traditional one-way flow of money from industrialised to non-industrialised 

countries has been reversed. The less developed countries by 1990 were making a net 

transfer of almost $60 billion per year to their industrial counterpatts. No fewer than 

19 of these countries had total external debts bigger than their entire GNP. 

Meanwhile, many Third World countries have had to reduce their expenditure on 

health, social and education services in order to service their debts. 
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A third barrier faced by the less developed countries is that in order to achieve 

the economic growth of their industrial counterparts, they have to compete in a world 

where natural resources have aheady been greatly depleted or degraded. If consump

tion of raw materials in the Third World was to rise to the levels currently prevailing 

in industrialised countries, it is predicted that many of these materials would be 

exhausted injust a few years. This tension between the desire of three-quarters of the 

world to participate in industrialisation and the many pressing environmental issues 

aheady confronting the world is a complex and difficult problem (Cipolla, 1974: 120). 

Given that health care is influenced more, or at least as much, by socio-economic 

factors than health intervention, these socio-economic trends must be viewed as a 

critical problem for industrialised and non-industrialised countries. I emphasise 

critical because this problem is exacerbated and compounded by several other global 

forces outside and within the health sector. These forces, which will be discussed in 

more depth in this chapter and subsequent chapters, include the advance of neo

liberalism, the adoption of a market-orientated approach to health care, and an 

emphasis on curative technological medicine at the expense of a public health and 

holistic approach to health care. 

3.2 Social Transformation of Health Care 

Since W orld War Two there have been dramatic shifts in the way most countries 

perceive and provide health care and in the outcome of that health care. There are at 

least four significant and inter-related trends which have transformed health care 

during this period. These are discussed below. 
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Infectious and Chronic Degenerative Diseases 

There has been a shift of focus away from the deadly infectious diseases, 

particularly in children, to the chronic degenerative diseases. Although the risks of 

traditional illnesses among the young in western countries are now much less, new 

morbidities in young people have arisen related to risk taking, violence and social 

dislocation. Increasingly, therefore, we have a bimodal health care challenge; new 

morbidities predominate among the young whereas chronic degenerative diseases 

predominate among the elderly. Curative medical care, however, presently offers 

little in dealing with social morbidities and has become largely orientated towards the 

elderly. To complicate matters, most medical care for the elderly focuses on the acute 

episode rather than enhancing function, quality of life and rehabilitation. Moreover, 

the nOlmal ageing process which is relatively independent of chronic disease is often 

mistakenly attributed to specific disease processes (Mechanic, 1993: 100). 

Public Health and Curative Care 

During the first two decades after the war the emphasis on health care shifted 

from prevention to curative care, even in health care systems like New Zealand with 

strong roots in public health. It should be noted, however, that the prevention model 

during this period tended to focus on the acute phase of infection, with relatively little 

in the way of prevention before onset or rehabilitation and prevention of secondary 

disabilities (Mechanic, 1993: 100). It was during this period that the medical 

profession became orientated towards the search for cures to diseases rather than 

towards the prevention of illnesses. This was clearly seen by the increase in medical 

specialists and other allied health professionals in secondary care at the expense of 

public health and primmy care. Although historically disease prevention has 
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contributed much more to improving the health of populations than the services 

provided by doctors or hospitals (Beaglehole, 1995; Palmer & Short, 1989: 48), this 

has not been enough to halt or slow down the technological imperative. 

Consequently, public health has become a less glamorous profession and the poor 

relation to secondary care services. Inevitably, public health and primary care 

services have consistently received smaller shares of escalating health care budgets 

which have been increasingly dominated by curative medicine. Moreover, public 

health itself has not escaped the shift towards specialisation, elitism and professional 

self-interest. Thus, its proponents have found it difficult being able to rally public 

support and sympathy. 

There are now strong pressures in many countries to shift priOlity back towards 

public health and primary care activities, and to look at public health from a much 

broader social and economic perspective. This shift is a politically difficult decision 

for several reasons. First, it threatens the medical establishment and other vested 

interests outside and inside the health industry. Second, it runs contrary to the 

increasing emphasis on individualism in the western world as opposed to the 

collective good. A third reason is that because of the unpredictability and emotional 

aspect of injury and disease, few members of the public are able to distance 

themselves from the plight of people needing acute high technology treatment and 

who require public support. Fourth, the broader emphasis on health which includes 

socio-economic factors is not well accepted by those governments which espouse neo

liberalism and free market principles. A final reason is that at a popular cultural level 

in western society, the mass media has glamorised the hospital model of health care 

to such an extent that the process of shifting the emphasis to public health will be 
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extremely difficult. Palmer and Short (1989: 48-49) suggest that the investment in 

curative medicine has been misplaced and that other priorities, including a greater 

emphasis on prevention and the caring role, might be preferable. They argue that high 

technology medical intervention is not as important in determining health status as 

social, economic, lifestyle and environmental factors. Although modem medicine is 

by no means ineffective, western cultures have overestimated its effectiveness and 

underestimated its limitations. 

One area in public health where there has been some success in incorporating a 

broader social and environmental perspective is in the healthy cities movement. 

According to Ashton and Seymour (1988: Ch.9), the health cities project originated 

in Toronto in 1984 and was promoted by the European Office of the World Health 

Organisation in 1985. The original concept was to bring together a small number of 

European cities to collaborate in the development of urban health promotion 

initiatives such as improving the physical and social environment, expanding 

community resources, and developing community support networks. In 1986, 

participants from 21 cities convened in Lisbon. By 1988 the concept ceased to be a 

project and became an urban movement involving 24 European project cities, 100 

European network cities, and numerous network cities in Canada, Australia and New 

Zealand. 

Alternative Health Care 

One of the consequences of industrialisation has been the appearance of a 

scientific medical inii'astructure. Medicine, from its origins in diverse cultural beliefs 

and practices throughout the world, has evolved into a relatively unified body of 

medical science. Modem medicine has come to represent the rational, scientific and 
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technological approach to problem solving that is characteristic of industrial societies 

(Hedley, 1993: 208). It has also become increasingly criticised for its dehumanising 

reliance on technology and its insensitivity to patients' needs and feelings, whilst 

simultaneously enveloping many aspects of peoples' daily lives and creating 

dependency (Sidel & Sidel, 1977: 98; Fuchs, 1979: 11). Although modem scientific 

medicine is available in all developed countries and many of the underdeveloped 

countries, and notwithstanding its remarkable achievements, the majority of health 

care in the world today is still self-care (Dean, 1986: 275; Dean, 1989: 118). 

Moreover, not only are traditional methods of health care generally preferred over 

professional consultation, there are indications that the frequency of self or alternative 

health care is increasing (Hedley, 1991: 211). 

Hedley (1993: 211-212) argues that the tremendous technological rationalisation 

that occurred after World War Two has produced a worldwide countermovement 

towards personal empowerment. Arising out of the human potential movement of the 

1960s, the feminist movement of the 1970s, and the wellness movement of the 1980s, 

there is a renewed concern for self-reliance and taking control of one's life. This is 

particularly apparent in the revival of the holistic health movement as an alternative 

to, or in conjunction with, mOdelTI medicine. 

Contributing to the shift towards self-reliance and alternative health care is the 

situation whereby westelTI medicine has reached a hiatus. While it has had 

phenomenal success in combatting infections and diseases, it has not had as much 

success with diseases associated with ageing. Consequently, gains by medical 

science in extending the life span are likely to be marginal at best and will only be 

achieved at what are now becoming intolerable costs (Alster, 1989: 169). 
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In addition to fonnal avenues of alternative health care, there are also many 

informal family or community networks and self-help groups that address problems 

in which individuals either prefer or are forced to seek help elsewhere. There are 

indications that self-help groups have expanded considerably in recent years (Dean, 

1986). Hedley (1991: 213) notes that while western medicine has been successful in 

eliminating many diseases and extending life, most people, most of the time, continue 

to attend to their own health needs, as has always been the case. 

Global Communication and Health 

Before Columbus discovered the Americas, significant differences existed 

between the Old and New Worlds in relation to demography, health and disease. 

Over the past 500 years two major and consecutive global changes have occurred. 

One was the transition from isolation to communication, a transition that began in 

1492. The other, which has become even more manifest since World War Two, is the 

transition from communication to global interdependence (Berlinguer, 1993: 711). 

Never before have so many people travelled to so many countries so frequently 

as today. The sheer volume of movement of people across borders - international 

tourists, migrant and immigrant wOlkers, refugees and displaced people has created 

a world milieu which is ideally suited to the global spread of infectious and 

communicable diseases, such as HIV-AIDS, and the increased flow of addictive drugs 

such as heroin and tobacco. These problems are exacerbated by a growth in organised 

crime, drug trafficking and the sex industry. 
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3.3 Economic Forces 

Economic forces during the post World War Two period have played a major 

part in influencing the shape and nature of health care. Those forces have included 

escalating health costs, cost containment, neo-liberalism and free market principles. 

Each of these is discussed in more detail below. 

Escalating Health Costs 

The post World War Two expansion of health services in the western world, up 

until the 1970s, focused largely on providing equity of access to health care and 

increased access to a wider range of medical seIvices and innovations. These policies 

led to escalating costs of health care which were fuelled by the continuous 

development of new medical technologies, increased public expectations and 

demands, and by forces within the medical and scientific communities and profit

making industries or organisations. The situation was further aggravated by the world 

recession in the early 1970s (see Chapter 5). 

The escalating costs of health care from 1960 tlu'ough to the 1980s are shown in 

Table 3.5. Most countries by the 1980s had managed to either slow down, stop or 

even reduce their rate of health spending as a proportion of GDP. Since the late 

1980s, however, health spending in some countries has stalted to rise again. In the 

early and mid-1980s, for example, the average health expenditure remained relatively 

steady at around 7.2 percent, but increased in 1987 and 1990 to 7.5 percent and 7.6 

percent respectively. Health expenditure in the United States continues to increase, 

as does the gap between United States' expenditure and that of the other Organisation 

for Economic Cooperation and Development (OECD) countries. 



Table 3.5: Health Expenditure as a Percentage GDP,1960-1990 . 

1965 1970 1975 1980 1983 1984 1985 1986 

Australia 4.6% 4.9% 5.0% 5.7% 6.6% 6.9% 6.9% 6.8% 6.8% 
Austria 4.6 5.0 5.4 7.3 7.9 7.9 8.0 8.2 8.0 
Belgium 3.4 3.9 4.0 5.8 6.6 7.2 7.2 7.2 7.1 

Canada 5.5 6.1 7.2 7.3 7.4 8.6 8.5 8.4 8.5 
Denmark 3.6 4.8 6.1 6.5 6.8 6.6 6.3 6.1 6.1 
Finland 4.2 4.9 5.6 6.2 6.3 6.6 6.8 7.3 7.5 

France 4.2 5.2 5.6 6.7 7.4 8.1 8.4 8.4 8.5 
Gennany 4.7 5.1 7.8 7.9 8.0 8.1 8.2 8.1 
Greece 2.9 3.1 4.0 4.0 4.2 4.2 4.0 4.2 3.9 . 

Iceland 5.9 6.0 8.7 11.1 6.9 8.2 7.3 7.8 7.5 
Ireland 4.0 4.4 5.6 7.7 8.5 8.0 8.0 8.0 7.9 
Italy 3.3 4.0 4.8 5.8 6.8 6.7 6.6 6.7 6.7 

Japan 3.0 4.5 4.6 5.6 6.6 6.9 6.7 6.6 6.7 
Luxembourg - - 3.8 5.3 6.1 6.9 6.6 6.7 6.9 
Netherlands 3.9 4.4 6.0 7.7 8.2 8.6 8.3 8.3 8.3 

New Zealand 4.4 4.5 5.1 6.4 7.2 6.3 - - 6.9 
Norway 3.3 3.9 5.0 6.7 6.6 6.8 6.5 6.4 6.8 
Portugal - - - 6.4 5.9 5.4 5.6 5.6 5.6 

Spain 2.3 2.7 4.1 5.1 5.9 6.3 6.0 6.0 6.0 
Sweden 4.7 5.6 7.2 8.0 9.5 9.6 9.5 9.4 9.1 
Switzerland 3.3 3.8 5.2 7.1 7.2 7.8 7.7 7.9 8.0 

Turkey - - - - - 3.5 - - 3.6 
United Kingdom 3.9 4.1 4.5 5.5 5.8 6.2 6.2 6.1 6.2 
United States 5.2 6.0 7.4 8.4 9.2 10.7 10.5 10.7 1l.1 

Mean 4.1 4.6 5.4 6.7 7.1 7.2 7.3 7.3 7.2 
(7.3)* (7.3)* 

--- --_.- ----

*mean excluding Turkey. 

Source: OEeD (1985); OEeD (1987); OEeD (1990). 
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Cost Containment 

In reaction to the escalating costs of health care, most western nations, including 

New Zealand, adopted cost containment health policies. These policies varied 

significantly from one health system to the next depending on each country's unique 

political, cultural, economic and social circumstances. Cost containment strategies 

generally focused on three areas. First, demand-side cost containment designed to 

reduce consumer demand and make patients bear part of the costs of health care. For 

example, user charges for inpatient and outpatient care and co-payments for 

pharmaceuticals. Second, supply-side cost containment designed to create market 

conditions under which the more efficient providers will survive. For example, 

separating the provider and funder functions and encouraging competition between 

the providers as has happened in the United Kingdom and New Zealand. Third, the 

adoption of management strategies and ideologies which emphasised efficiency, 

effectiveness and productivity, and resulted in budget cutting, restructuring and 

downsizing of organisations. 

N eo-liberalism 

In order to understand the fixation with cost containment strategies and the 

adoption of management principles and ideology, it is necessary to look outside the 

health sector to the macro economy and the emergence of neo-liberalism or New 

Right monetadsm in the late 1970s. Readers are referred to Chapter 5 for a more in

depth discussion on this subject. It is important to note, however, that many of the 

western, Asian-Pacific and Latin American countdes have applied, to various degrees, 

certain aspects of neo-liberalism to their economies, including health and social 

services, such as privatisation, deregulation and market or quasi-market mechanisms. 
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Moreover, neo-liberalism has remained the dominant analytical framework for the 

formulation of economic policy in the United States, Great Britain, Canada and New 

Zealand. 

There is no doubt that without successful strategies to contain costs, health care 

spending would have continued to increase. However, the almost total focus by the 

westemnations on cost containment quick-fix solutions will not address many of the 

broader political, economic and social issues affecting health care. Although policies 

and mechanisms to constrain health care costs are essential, it is important that they 

are kept in proper perspective with more broader health and social goals. 

Free Market Principles 

One evident trend, already mentioned, warrants further discussion given its 

implications for health care. This is the trend towards a market or quasi-market 

approach to the provision of health and social services. The major assumption of this 

approach is that there is no difference between health care and other goods and 

services, and therefore no special alTangements need to be made for its consumption 

(Green, 1992). In other words, health care is the same as any other business and 

should be left alone to operate according to the principles of supply and demand. 

Arguably, this view ignores or downplays several important differences between 

health care and other commodities. The first difference is that in a civilised society 

it does make a difference whether people receive health care. For many people, health 

care is a necessity and their life hangs in the balance. Second, medical decisions are 

seldom made by the patient. Individual choice, unlike the market place, is heavily 

conditioned and constrained by the providers of health care. A third difference is that 

most patients have difficulty in being able to assess the type of intervention they need. 



79 

The specialised knowledge required in deciding both the type and cost of health care, 

along with the emotional and often urgent nature of medical decisions, undennines the 

patient's ability to be a rational consumer. Moreover, some health professionals 

exploit patient ignorance to manipulate demand for profit motives. 

A f0U11h difference between health care and other necessities IS the 

unpredictability of need and therefore of cost. For example, if the need for food 

varied in the same way as health care, then perhaps state intervention or some other 

means would be required to ensure needs were met. A fmal difference is that unlike 

many other goods and services, there is no clear upper limit on demand for health 

care. The growth of medical technology means that a range of procedures is available 

which may be of great benefit to some people but of marginal or no benefit to others 

(Eddy, 1990: 1165; Green, 1992). These differences between health care and other 

goods and services indicate that the market alone is not sufficient to deal with the 

peculiarities of health care. 

3.4 Medical Technology 

Since the Second World War there has been a proliferation of new medical 

technologies and there are signs that the innovation process is accelerating. The rapid 

advance of medical technology and its effects on medicine and society has been well 

documented (Blank, 1988a, b, 1994; Mechanic, 1993; Foote, 1992; Berlinguer, 1993; 

Aaron, 1991; Aaron & Schwartz, 1992; Palmer & Short, 1989). 

Although medical technology (broadly covering pharmaceuticals, medical 

devices and equipment, human genetic engineering, organ transplants, and diagnostic, 

therapeutic and surgical procedures) has brought widespread benefits to society and 
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individuals, it has also led to several problems. The first problem is that there is an 

unrealistic, almost addictive, dependence on technology to cure human problems, 

many of which have complex social or behavioural causes. This has resulted in rising 

public expectations and demands. The major forces behind this dependency on 

technology are found outside and within the health sector. They include: an emphasis 

in western societies on individual rights or entitlements to health care; the medical 

profession pushing both the technological imperative and the individual's right to 

medical care; the tendency to oversell medical innovation and overestimate its 

efficiency often fuelled by the mass media; the pursuit of competitive advantage and 

profits by organisations; and the potentially insatiable demand by some, but not all, 

members of the public. 

A second problem is that some treatments and technology are at best ineffectual 

and at worst harmful to patients. In many cases the efficacy of the treatment has not 

been demonstrated plior to its adoption. The destructive forces of curative scientific 

medicine have been well documented (Illich, 1975; Navarro, 1974, 1976, 1984; 

Fuchs, 1979; McKinlay, 1984; Bodenheimer, 1984). It is estimated, for example, that 

in the United States in the 1970s over 120,000 people died each year due to the 

hannful effects ofpresclibed drugs (Bodenheimer, 1984: 204). lliich (1975) identifies 

three levels of introgenesis or damage done by providers of scientific medicine: the 

clinica1level where pain, sickness, alienation and death can result from the provision 

of inappropriate care; the social level where health policies actually reinforce a health 

system which encourages dependency and ill-health and where consumer behaviour 

becomes passive; and the structural level whereby the responsibility for health care 



81 

is expropriated from the individual by the health industry, and the health industry 

overrides social values and cultures. 

lllich (1975) attributes clinical and social introgenesis to forces within the health 

care system, especially the medical profession. He assigns structural introgenesis, 

however, to capital forces outside the health system, namely the industrialisation 

process. Whereas lllich (1975) emphasises the conflict between medical provider and 

patient, Navarro (1976) views the conflict in a much wider context. According to 

Navarro (1976: 117-119), the health system is the servant of a higher category of 

power in society the dominant social class. The medical bureaucracy administers 

but does not control the health sector. The medical profession's power is delegated 

to it from the corporate and upper or upper-middle classes which share similar but not 

identical values and interests. 

The third problem is that medical technology, as was previously noted, is a major 

factor in the escalation costs of health care and in distorting the balance of resources 

devoted to other aspects of the health care system (Aaron, 1991: 49; Palmer & Short, 

1979: 173) such as care of the elderly and the intellectually disabled. Contributing 

to escalating health costs is alleged widespread fraud in the medical technology 

industry, coupled with evidence of unnecessary and inappropriate interventions 

(Foote, 1992: 5; Palmer & Short, 1989: 173). 

Health Industry 

Another major force which has influenced health caJ.'e throughout the world is the 

industrialisation of health. The presence of large-scale fmancial and industrial capital 

in the health arena has dramatically transfOlmed what resembled a cottage industry 
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into a multi-billion dollar industIy. Health care is now one of the largest industries 

in most countries and is often the fastest growing. It has been estimated that world 

spending on health care increased 39 percent, from $396 billion in 1976 to $550 

billion in 1983, and will rise an additional 43 percent to $786 billion in 1990 

(McKinlay, 1984: 6-7). There are three aspects to the industrialisation process which 

warrant more detailed examination. The first, which has already been discussed, is 

the proliferation of medical technology. The second is the influence of multinational 

companies (MNCs) in relation to medical devices, phannaceuticals and tobacco. The 

third aspect is that of class structure and medical professionalism. 

Medical Device MNCs 

Throughout the 1980s, the United States dominated the $36 billion worldwide 

market for medical devices and equipment. The United States produced around 62 

percent of the world market share and consumed 59 percent. Japan was a distant 

second, producing nearly 16 percent of medical devices and consuming 12.3 percent. 

West Germany ranked third, with 9.1 percent production and 6.9 percent consump

tion. Other western European countries produced seven percent but consumed 10 

percent of the medical device market. All other countries combined accounted for 

only six percent production but 12 percent consumption (Foote, 1992: 180). 

In the late 1980s, the United States' medical device industIy was fraught with 

difficulties, particularly as cost containment pressures grew. On the one hand, 

penetration of international markets by the United States -in particular the Asian 

market - offered some relief for the medical device producers. On the other hand, 

foreign competitors have tried to dominate markets in both their own countlies and 

the United States. In 1984, for example, United States' medical device exports to 
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Japan did not rise as fast as Japanese impOlts to the United States. However, the sale 

of United States' medical devices to Japan have been increasing - from $128 million 

in 1975 to $355 million in 1986 (Foote, 1992: 189). 

The medical device MNCs are in particular competing for the huge Chinese 

medical market. In China the consumption of medical devices and pharmaceuticals 

has risen dramatically in recent years, from $517 million in 1984 to $740 million in 

1986, to nearly $1 billion in 1990. In 1980, Japan had the largest market share (33 

percent) of the Chinese medical device market, followed by the United States (24 

percent) and West Germany (9 percent) (Foote, 1992: 191). 

Pharmaceutical MNCs 

The worldwide pharmaceutical industry is dominated by a small number of 

MNCs, mainly based in the United States, Switzerland and Germany and more 

recently in Japan. It is becoming more difficult to identify a true base country for 

these MNCs because of the hundreds of subsidiary companies and joint ventures and 

licensing agreements which they have tlu'oughout the world. In addition, with the 

increase in mergers and acquisitions, the pharmaceutical industry as a distinct entity 

is ceasing to exist. Pharmaceutical MNCs are now involved in diverse fields such as 

salt production, medical electronics, manufacture of golf clubs, movie and television 

production, aerospace products, plastics, agrochemicals and foodstuffs (Bodenheimer, 

1984: 195). 

Furthermore, the pharmaceutical indusl1y has always been a sub-grouping of the 

vast chemical induSl1y. For example, the giant chemical companies of Cyanamid and 

Dow Chemicals each has a multinational pharmaceutical division. There is also 

considerable interlocking between pharmaceutical companies and fmancial 
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institutions. In 1976 the average large dmg company had 13 interlocking 

directorships with fmancial institutions. These interlocks are mutually beneficial in 

that they assist the banks by providing outlets for their excess capital, and assist the 

drug companies in obtaining loans for foreign expansion or mergers and acquisitions 

(Bodenheimer, 1984: 195). (See Chapter 6 for interlocking directorships in New 

Zealand.) 

Although research and development and the mass production of pharmaceuticals 

is generally concentrated in the world's developed or core nations, the assembly of 

pills and capsules is moving increasingly to the low-wage, low-tax underdeveloped 

or peripheral countries. The peripheral countries then re-exp0l1 the finished product, 

except for a small amount for domestic consumption, back to the core countries or to 

other peripheral markets. Bodenheimer (1984: 194) notes the increased scale of 

operations in peripheral countries. In 1974, for example, peripheral countries 

imported $2 billion in drugs; by 1980 this had increased to $6 billion. Moreover, in 

many peripheral countries between 20 and 25 percent of their health budget is spent 

on the purchase of pharmaceuticals, compared to less than 10 percent for most core 

countries. 

There is a very close, almost symbiotic, relationship between the medical 

profession and the pharmaceutical industry. From the moment prospective doctors 

enter medical school they are exposed to phalmaceutical companies. A substantial 

proportion of undergraduate and postgraduate medical education is fmanced indirectly 

by phatmaceutical companies through the sponsorship of conferences, symposia and 

seminars. According to Kawachi and Lexchin (1992: 255-258), doctors are becoming 

so accustomed to sponsored postgraduate medical education that it is difficult to 
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attract them to meetings where they have to pay for their own registration and 

refreshments. Postgraduate medical education has got to the stage where, in some 

countries, it has become the responsibility of the drug industry rather than the medical 

profession. Many prominent medical educators are also placed on the boards of the 

drug companies. 

Practising doctors are also inundated with gifts, patient educational materials and 

free samples from the drug companies. In the peripheral countries, pharmaceutical 

promotion to doctors is even more intense. In the United States there is a ratio of 

about one pharmaceutical sales representative to 10 doctors, whereas in some Latin 

American countries the ratio is 1:3 doctors (Bodenheimer, 1984: 202). 

The pharmaceutical industry, in general, escaped the world economic crisis of 

the 1970s, and profit margins continued throughout this period. Bodenheimer (1984: 

196-198) attributes the survival of the drug industry to their ability for continuous 

technological innovation and their stranglehold on monopoly patents. During the life 

of a patent (17 years in the United States) one company is the sole producer of a drug. 

Even when the patent expires, the parent company generally retains the market 

advantage over other competitors. 

Tobacco Industry 

The adverse effects of tobacco consumption on human health have been widely 

debated and documented throughout the westelTI world. Leading health officials in 

the United States, Great Britain and the World Health Organisation have identified 

cigarette smoking to be the single most important preventable public health problem, 

whether at a national or global level, and the biggest cause of avoidable morbidity and 

premature mOltality. 
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A cigarette smoker's lisk of dying of lung cancer is ten times greater than that of 

a non-smoker. While death rates from lung cancer are declining in some western 

countlies, they are expected to increase, at epidemic rates, in the former Soviet Union 

(USSR), China, Easteln Europe and Third World countlies. Moreover, in some 

developing countries, smoking-related illnesses are now rivalling communicable 

diseases and malnutrition as the leading cause of death (Stebbins, 1991: 1319; Gray, 

1993: 121-123). 

According to Stebbins (1991: 1319) and Gray (1993: 129), smoking is becoming 

a class-related phenomenon and the cigarette industry speoifically targets blue collar 

workers and minority groups. Smoking is also inversely correlated with income level 

- the heavier smokers tend to be in the lower income groups. In addition, smokers 

are starting their habit at an earlier age. An estimated 90 percent of smokers begin 

before the age of 20 years, and the younger they start, the more likely they are to 

continue. Furthermore, an increasing number of females are also smoking. 

Despite increasing concerns about the ill effects of smoking, cigarette 

consumption worldwide is rising. Cigarettes are the most heavily advertised product 

in the United States despite being banned from television and radio (Stebbins, 1991: 

1320). There is also increased promotion and sales of cigarettes in Asia, especially 

Japan, Taiwan and South Korea, where a high percentage of males smoke and where 

rates of smoking among women and young people is rapidly increasing. The massive 

increase in cigarette consumption in the developing countlies also has a negative 

impact on the environment and indirectly on the health of populations, 

notwithstanding its direct negative effects on human health. Tobacco production 

reduces the amount ofland for growing food crops, and the curing process in cigarette 
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manufacturing requires large amounts of wood which results in severe deforestation 

problems in some countries (Stebbins, 1991: l321). Appendix 2, Table 1, shows that 

of the 75 counuies surveyed between 1981 and 1991, 55 percent increased their 

tobacco consumption. Those countries which increased their tobacco consumption 

more than 70 percent included Senegal (300 percent), Lebanon (233 percent) Oman 

(220 percent), Hong Kong (190 percent), Nicaragua (163 percent), Greece (129 

percent), Cameroon (108 percent), Kenya (95 percent), China (92 percent), Nepal (83 

percent), Tunisia (76 percent) and Algeria (74 percent). 

The tobacco industry is concentrated in the hands of a small number of 

multinational companies and a few giant national tobacco monopolies. In terms of 

cigarette sales, the world's six largest tobacco entities are China's monopoly, British 

American Tobacco (BAT), Philip Monis, the former USSR monopoly, Japan's 

monopoly and R.J. Reynolds. The world's largest private sector tobacco company is 

BAT which produces 550 billion cigarettes per year, followed by Philip Morris (400 

billion) and R.J. Reynolds (280 billion). One of R.J. Reynolds' many tobacco 

factories produces, on average, 445 million cigarettes per day. BAT has over 80 

percent of its assets overseas, including manufacturing operations in 51 counuies. 

Philip Morris sells 160 brands of cigarettes in 170 counuies (Stebbins, 1991: 1319-

l320). 

Class Structure and Medical Professionalism 

A major consequence of the industrialisation of health care has been the 

appearance of a bureaucratic and hierarchical health workforce which is a minor 

image of the class structure in western society (Navano, 1976, 1984, 1993b; 

McKinlay, 1984; Palmer & Short, 1989). At the top of the health workforce, 
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operating outside and within the health sector, are the upper class and upper-middle 

class. These are the owners or controllers of the decision-making bodies of the health 

institutions and consist of owners or part-owners, the medical profession, boards of 

directors and senior managers. 

These are followed by the upper-middle class and the middle class, which 

comprise owners or pad-owners of small businesses, the self-employed and the 

controllers of the health institutions. In this group are the medical profession, other 

health professionals and managers or supervisors. Below this group are the middle 

class and lower-middle class which include nurses, allied health professionals, 

technicians and laboratOIY assistants. Below this group are the working class and 

semi-autonomous employees of the health sector which consist of ancillruy and 

service personnel. These class-stmctured positions in the health sector are also highly 

differentiated according to gender and ethnicity. Women are under-represented in the 

upper-middle classes, but over-represented in the middle and working classes. Ethnic 

groups have only nominal representation in the upper-middle classes and are 

concentrated in the working class. The class structure of the New Zealand health 

workforce is discussed in Chapter 6. 

Another factor closely related to class structure within the health sector is the 

power of the medical profession. According to Green (1991: 745-748) the majority 

of the medical profession tends to be a conservative force which interacts with other 

elite business and political interests to preserve the curative, technological and limited 

access health model. The medical profession is one of the most effective interest 

groups at protecting its own interests and defending the status quo. Green (1991: 754) 

argues that the medical profession along with business and political elites form a solid 
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wall against radical changes in health resource allocation which may favour the poor 

and the vulnerable. Instead, elite members defend or extend those predominantly 

tertiary and urban facilities which are of use largely to themselves. Green notes, 

however, that if resources available for health services are expanding, then this is not 

inconsistent with elite acceptance or even support for broadening primary care and 

rural facilities. But in periods of recession and scarce resources, primary care and 

rural services become expendable in order to save central hospital services. 

3.6 Ageing Population 

The world's population in 1990 was estimated at around 5,300 million. The 

Asian region accounts for almost 60 percent of the world's population with nearly 40 

percent of the world's population living in just two countries - China and India. In 

contTast, less than one-in-ten of the world's population live in Europe. The average 

rate of population growth has not changed significantly since the 195 Os, but the actual 

number of additional people per year in the world is rising. In 1950 the annual 

increase in the world's population was around 45 million; by 1990 this had risen to an 

extra 93 million people every year (Gray, 1993: 7, 98). 

Although the rate of population growth is projected to slow down, it is estimated 

that, on the basis of current u'ends, the world's population will increase in real terms 

by 60 percent over the next 35 years - from 5.3 billion in 1990 to 8.5 billion in 2025. 

The growth rate in the developing countries has been substantially higher than in the 

developed counules. In the years 1985 to 1990, for example, the growth rate in 

developing countries averaged 2.1 percent compared to 0.5 percent in industrialised 

countries. 
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Critical to all developed countries, and with significant implications for health 

care, is the ageing of their populations. Table 3.6 shows that on the basis of 

demographic trends and projections from 1960 to 2020, all OECD countries will 

experience substantial ageing of their populations. In 1960,9.6 percent of the OECD 

population was aged 65 years and over. This increased to 13 percent in 1990 and is 

estimated to reach 17.9 percent in 2020. However, these increases vary significantly 

between countries. In 1990, for example, the percentage of population aged 65 years 

and over ranged from four percent in Turkey to 17.7 percent in Sweden. The ageing 

of populations has been brought about largely by a decline in fertility, increased life 

expectancy, and the ageing of the post-W orId War Two baby boom generation. 

Table3.6: Percentage of Population in OECD Countries 
Aged 65 Years and Over, 1960-2020 

1960 1970 1980 1990 2000 2010 

Australia 8.5 8.3 9.6 11.1 11.7 12.6 
Austria 10.9 13.0 15.5 14.6 14.9 17.5 
Belgium 11.8 12.6 14.4 14.2 14.7 15.9 
Canada 7.5 7.9 9.5 11.4 12.8 14.6 
Denmark 11.6 12.8 14.4 15.3 14.9 16.7 
Finland 11.0 11.1 12.0 13.1 14.4 16.8 
France 11.6 12.9 14.0 13.8 15.3 16.3 
Greece 8.3 11.1 13.1 12.3 15.0 16.8 
Gennany 10.8 13.2 15.5 15.5 17.1 20.4 
Iceland 8.0 8.8 9.9 10.3 10.8 11.1 
Ireland 11.2 11.2 10.7 11.3 11.1 11.1 
Italy 9.3 10.9 13.5 13.8 15.3 17.3 
Japan 5.7 7.1 9.1 11.4 15.2 18.6 
Luxembourg 11.2 12.0 13.5 14.6 16.7 18.1 
Netherlands 9.0 10.2 11.5 12.7 13.5 15.1 
New Zealand 8.6 8.5 9.7 10.8 11.1 12.0 
Norway 11.1 12.9 14.8 16.2 15.2 15.1 
Portugal 8.4 9.8 10.2 11.8 13.5 14.1 
Spain 8.2 9.8 10.9 12.7 14.4 15.5 
Sweden 12.0 13.7 16.3 17.7 16.6 17.5 
Switzerland 10.1 11.3 13.8 14.8 16.7 20.5 
Turkey 4.1 4.3 4.7 4.0 5.0 5.5 
United Kingdom 1l.7 12.9 14.9 15.1 14.5 14.6 
United States 9.2 9.8 11.3 12.2 12.2 12.8 

OECD Average 9.6 10.6 12.2 13.0 13.9 15.3 

Source: OECD (1988): 23. 
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According to the OEeD (1988: 14), fertility in the developed countries is below 

the level required for replacement of the population. Declining fertility is attributed 

to three broad areas: socio-economic development, the cultural setting and prevailing 

religious beliefs, and government population policies (Gray, 1993: 104-105). More 

specific factors include higher levels of education for women, increased chances of 

child survival, family planning and the policies of some governments to lower fertility 

rates. On this latter issue the United Nations (1989) reported that, in 1988, 68 

countries in the world did not have any policies designed to alter their fertility rates, 

61 countries had policies to lower their fertility rates, 20 had policies to maintain their 

current fertility rates, and 21 countries were pronatalist or wished to see higher 

fertility rates. 

In the developed countries between 1950 and 1980 life expectancy at birth 

increased by 8.5 years for females and 6.0 years for males. At age 60 years, life 

expectancy increased 3.5 years for females and 1.1 years for males. These gains 

result from a combination of social, economic, technological, health and lifestyle 

factors. Substantial differences in average life expectancy between OEeD countries 

suggest that further gains could be made in some of the countries, notwithstanding the 

capabilities of modem medicine to extend the life-span even further (OEeD, 1988: 

17). 

It IS debateable, however, whether increased life expectancy has been 

accompanied by parallel improvements in overall health. On the one hand, there is 

the view that, as life expectancy increases, chronic illnesses will be restricted to the 

last few years of life, with the result that the health lifespan will increase. On the 

other hand, there is the view that increases in life expectancy will not be free of 
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illness, with the result that illness and sickness will increase during the lifespan. 

Studies tend to bear out this latter view. Survival into middle and old age has led to 

a rise in the incidence of chronic degenerative diseases and cancers. As mentioned 

earlier, these conditions are now the major causes of mortality in the western world 

(Gray, 1993: 117-118; Crimmins, Saito & Ingegneri, 1989). 

These, population trends have been accompanied by two significant changes in 

the structure of the ageing population. First, there is an expected increase in the 

number of the very elderly. Table 3.7 shows trends in the age structure of the elderly 

population in OECD countries from 1980 to 2020. Although the percentage of elderly 

population between 65-79 years is expected to decrease, the 80 years and over cohort 

is expected to increase by nearly four percent. 

Table 3.7 Trends in the Age Structure of the Elderly Population 
in OECD Countries, 1980-2020 

Age 1980 2010 2020 

% of population 
65 years and over 

65-69 34.1 32.7 30.8 32.1 31.7 
70-79 47.7 45.6 47.5 44.5 46.5 
80 and over 18.2 21.7 21.8 23.5 21.9 

Source: OECD (1988): 23. 

This estimate could be even higher if science is able to further increase life 

expectancy and thus increase the number of the velY elderly. A second change is that 

the gender composition of the elderly population is altering. As a result of their 

longer life expectancy, women outnumber men significantly in the elderly age cohorts. 
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Table 3.8 shows the extent of this gender imbalance, particularly in the 80 years and 

over age group where women outnumber men nearly 2: 1. 

Table 3.8: Trends in the Gender Composition of the Elderly 
in OECD Countries, 1980-2030 

Age 1980 2000 2030 

Number of men 
per 100 women 
aged 
65-69 81.9 87.5 89.7 
70-79 71.2 71.3 76.3 
80 and over 51.2 47.2 53.0 

Source: OECD (1988): 23. 

The ageing of the population in developed countries has several social and health 

care implications. The ftrst implication is that industrialisation and rapid social 

change have undemuned traditional and largely infonnal methods of care for the 

elderly. The breakdown of the extended family, increased mobility, more women in 

the workforce, changing attitudes towards the elderly, and the marketing of retirement 

villages have reduced the willingness and ability of many families to care for the 

elderly. As a result, the demands for fonnallong-telID care services will increase and 

these services will depend increasingly on public funds. It is also likely that the 

incidence and duration of age-related diseases, illness and disability will increase, 

thus generating greater demand for tertiaIY health care services. 

Secondly, elderly people are the leading users of health care on a per capita basis, 

and have the highest expenditure for health care (Blank, 1988: 11; Palmer & Short, 

1989: 283). Table 3.9 illustrates the projected changes in the percentage of public 

health expenditure going to the elderly from 1980 to 2020 in several OECD countries. 

ill all cases expenditure on the elderly is expected to increase, in some instances to 
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over 50 percent of public health expenditure; especially vulnerable will be Japan 

(52.5 percent), United States (56.9 percent) and Sweden (59.6 percent). 

Table 3.9: Projected Changes in the Percentage of Public 
Health Expenditure Going to the Elderly Population 

(65 Years and Over) in Selected OECD countries, 1980-2020 

1980 2000 2020 

Australia 34.5 40.2 46.4 
Belgium 21.8 21.8 25.0 
Canada 32.4 39.4 48.9 
Denmark 40.5 41.1 49.3 
France 28.4 30.0 35.8 
Gennany 32.7 34.1 40.0 
Italy 33.2 34.3 38.9 
Japan 31.3 42.4 52.5 
Netherlands 37.0 41.2 49.6 
Sweden 51.5 54.2 59.6 
United Kingdom 42.5 43.0 45.6 
United States . ·47.0 48.8 56.9 

Source: OEeD (1988): 65. 

A third implication is that the ageing population and decreased fertility rates 

substantially contribute to a decrease in the size of the productive workforce. 

Already in western countries the size of the productive sector is decreasing due to 

increasing unemployment, rapid technological change, work redesign, organisational 

restructuring, early retirement incentives, and changing attitudes towards elderly and 

middle-aged people in the workforce. As the workforce and the tax base is reduced, 

the pressures on both the working and non-working populations will increase. 

A fourth implication is that countries will probably need to shift resources from 

other public policy areas towards health and social services for the elderly. Given 

that health care is influenced more, or at least as much by socio-economic factors 

than it is by health intervention, the shifting of resources from areas such as housing, 
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employment or social welfare will only exacerbate the health care problems of the 

elderly. 

3.7 Conclusion 

My intention in this chapter was to identify and examine those near universal 

macro forces which have shaped and influenced health care throughout the world 

since the Second World War. These were wealth and poverty, social transformation, 

economic forces, the industrialisation of health, ageing populations, and health 

research (discussed in Chapter 1). Interestingly, as will become evident in the 

proceeding chapters, not all these forces have been acknowledged or given priority 

by countries, including New Zealand, when reconstituting their health care systems. 

All of these forces are with us today and are likely to continue well into the next 

century. Moreover, they all bring with them both positive and negative aspects. It is 

clear that all these forces, excepting for health research, are largely outside the health 

care system. However, even this exception is heavily influenced by external political, 

social and economic factors. In other words, all these forces other than perhaps 

ageing are capable of being influenced, albeit to various degrees, by government 

actions or policies. Even in the case of ageing, govelnments, although not being able 

to prevent the process, can implement health and social policies which address many 

of the challenges and problems associated with ageing. Several aspects of the ageing 

population have critical implications for the resourcing, funding and delivery of 

health care services. 

It is apparent that many of the socio-economic problems outlined are unlikely to 

improve and will get worse. As societies are subjected to increasing political, social 
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and economic instability, the gap between social and income inequalities will widen. 

Given that the major detenninants of health status are socio-economic in origin, these 

trends must be viewed with alarm by countries reforming their health systems. 

Moreover, these trends are exacerbated by other contradictory forces, namely the 

increased emphasis on curative care as opposed to prevention, and an emphasis on 

free market principles which ignore or down-play the socio-economic determinants 

of health status. The level of importance accorded to health prevention or public 

health and socio-economic factors are dependent, however, on political and economic 

considerations and the balance of forces between different interest groups. 

There are actions that organisations and individuals can do to improve health 

status. Throughout the world there are various counter-movements which have been 

trying to shift the focus of health care away from curative care to prevention, primary 

care and acknowledgement of the links between health and other public policy areas, 

namely housing, social welfare, disability, unemployment and education. Although, 

in most cases, these counter-movements are not being translated by governments into 

health policy actions. 

Notwithstanding these comments, however, governments throughout the world 

face difficult and complex decisions on how to deal with these forces in relation to 

health care. In fact, a major question of this thesis concerns what New Zealand and 

other countries are doing to address these problems. The proceeding chapters aim to 

give us some insight into this vital question. 
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CHAPTER FOUR 

NEW ZEALAND HEALTH CARE SYSTEM 

This chapter presents an overview of the contemporary New Zealand health care 

system and is divided into six major parts. The first part looks at the political and 

economic context of the health system which includes the political framework for 

making public policy decisions, the financing of health care, Maori health initiatives 

and the health workforce. Second, I analyse the demography and health status of the 

New Zealand population. Particular attention is drawn to the ageing population and 

gender and ethnic differences. Third, I discuss those socio-economic factors which 

have been found to influence health status, namely income, social class, 

unemployment, housing and disability. Cutting across all these factors are ethnic and 

gender inequalities. Next, the maldistribution of health care resources is discussed. 

Attention is also drawn to the marked regional variations in discharge and clinical 

practice patterns. This is followed by a discussion on New Zealand health policy 

initiatives, particularly during the 1980s and the early 1990s. Finally, I will elaborate 

on some of the health care issues and implications arising from this overview. 

4.1 Political-Economic Context 

Legislative authority in New Zealand lies with the unicameral House of 

Representatives. LijphIDt (1984: 19) places the New Zealand Parliament high in the 

majoritarian categOlY which is described by Cotta (1974) as a two-party or limited 
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multi-party system with strong party cohesion, a high level of pru1isanship, limited 

majorities, a fairly high degree of functional centralisation, majoritarian decision

making and a relatively low level of staffing. Many aspects of the New Zealand 

Parliament, politics and the policy-making process will be affected by the mixed 

member proportional (MMP) system, chosen by New Zealanders in the 1993 electoral 

referendum to replace the current fIrst-past-the-post (FPP) system. Given this 

mandate, the fIrst MMP general election could be expected to take place in 1996-

although an earlier general election is possible. It is likely, therefore, that Parliament 

will be placed on a continuum between two-party and multi-party systems with a 

strong to medium level of party cohesion and pat1isanship, high to medium 

decentralisation, partly negotiable-majoritarian decision-making and medium to low 

levels of staffmg. 

Although the New Zealand govemment is highly centralised, it operates 

alongside a pluralistic society. The government is influenced by the bureaucracy and 

a plethora of interest groups. The state sector consists of around 44 core public 

service departments, 14 State Owned Enterprises and various other government or 

quasi-government organisations such as Crown Health Enterprises, Regional Health 

Authorities and Crown Research Institutes. Although some of the interest groups, 

such as the Employers Federation/Chambers of Commerce, Business Roundtable, 

Manufacturers Association and Federated Farmers have considerable influence, both 

formally and infOlmally, others have restricted oppOl1unity for participation in the 

political system. In addition, as in other westem democracies, there is considerable 

hostility and suspicion by the govemment and the public towards some pressure 
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groups (Levine, 1979: 129-133). The influence of the big business sector groups is 

discussed in more depth in Chapter 6. 

According to Levine (1979: 130), there are signs that political parties and interest 

groups correspond closely to divisions of social class, income, ethnicity and gender 

in this country. Rather than being a society with cross-cutting differences, New 

Zealand may be one in which increasingly the same groups of people fmd themselves 

opposed to each other on one issue after another. These lines of conflict are mutually 

reinforcing and cumulate into serious social cleavages. With regards to interest 

groups there is little to suggest that this situation has changed in the 1980s and early 

1990s. Membership of political patties, however, is less clear cut. In fact, I would 

at'gue that the social cleavages have intensified and have manifested themselves not 

so much in terms of political conflict, although there are sporadic patches of this 

(Maori land claim issues, for example), but rather in political submissiveness by the 

general public and weaker interest groups. 

From a political and public policy perspective, this situation could lead to several 

outcomes, all of which weaken and destabilise the political process. First, weak 

interest groups and a submissive population will fmd it increasingly difficult to take 

part in the policy-making process. Individuals and groups will become increasingly 

marginalised. Second, the strong interest groups will become more powerful and 

influential. Third, the intensity of political conflict may increase, with some interest 

groups becoming more radical in their behaviour. Thus political compromise will 

lessen, although this may be tempered with MMP. Fourth, the weaker interest groups 

will be forced to fight amongst themselves for increasingly scarce resources. In New 

Zealand society today we are witnessing all four outcomes, albeit to various degrees. 
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Over the past decade New Zealand's two major political parties have embarked 

on economic and social reform programmes that have alienated many of their 

traditional supporters and destabilised and dealigned the political system (Gustafson, 

1993: 68-69). Although wealth and prosperity have been created for some groups, 

other groups have become poorer, severely marginalised and socially dislocated. 

Socio-economic reform and its impact on New Zealand society is analysed in 

Chapters 5 and 6. 

Financing of Health Care 

Since the passing of the 1938 Social Security Act, New Zealand has functioned 

under a national health service (NHS) model whereby universal health coverage has 

been funded out of general taxation. It was not until the 1990s that the government, 

at least explicitly, considered a shift towards social insurance, but this idea was not 

pursued. The post-1990 reforms, however, have created the environment and 

incentives for shifting an increasing proportion of funding to private insurance and co

insurance (direct user funding). It appears that the major shift in the 1990 health 

reforms is from a public-integrated to a public-contract model of health care which 

involves the separation of provider and funder. Nevertheless, in terms of public 

funding of health care, New Zealand is still ranked high in comparison with other 

Organisation for Economic Cooperation and Development (OECD) countries (see 

Table 4.3). 

The New Zealand health care system is made up of public, private and voluntary 

sectors that interact in fmancing and providing services and advice. In 1991 there 

were around 26,000 hospital beds, which equates to about 7.7 beds per 1,000 

population. Of these beds, nearly three-quarters or 73 percent were in the public 
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sector and 27 percent were in the private sector. The average bed occupancy rate in 

the public sector was 80 percent. Primary care and phannaceuticals are funded by a 

combination of government subsidies and user pays. New Zealand spent $5.6 billion 

on health and disability support services in the year to June 1991. Table 4.1 shows 

that the Depar1ment of Health spent $3.6 billion, Accident Compensation Corporation 

(ACC) $259.9 million, Depar1ment of Social Welfare $291.5 million, Department of 

Education $137.5 million, New Zealand Housing Corporation $5.5 million, city 

councils $24.7 million and the New Zealand Lottery Grants Board $7.8 million. 

Private expenditure accounted for $1.3 billion. 

Table 4.1: New Zealand Health and Disability Support Services 
Expenditure by Source of Funds (1 July 1990 to 30 June 1991) 

Source Expenditure ($'000) 0/0 

Department of Health 3,590,961 63.7 

Accident Compensation Corporation 259,901 4.6 

Department of Social Welfare 291,510 5.2 

Department of Education 135,732 2.4 

New Zealand Housing Corporation 5,510 0.1 

City Councils 24,668 0.4 

New Zealand LotteI)' Grants Board 7,770 0.1 

I Private Expenditure 1,324,162 23.5 

Total Healthcare Expenditure 5,640,213 

Source: Adapted from National Advisory Committee on Health and Disability 
SUppOlt Services (1992): 66. 

Over $3 billion of the total budget was spent on secondalY and institutional care, and 

nearly $2 billion went on community health services. Public health services and 

teaching and research accounted for most of the remaining funding ($6.4 million). 

Govelnment subsidised phrumaceutical expenditure to community and hospital 
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pharmacies, and distributors was $551.7 million or around $164 per capita in 1991-92 

(National Advisory Committee on Health and Disability Support Services 1992: 20-

22) (NACHDSS). 

Comparative data on New Zealand's health care spending relative to other OECD 

countries is shown in Table 4.2. 

Table 4.2: Total Health Expenditure as a Percentage of 
GDP in the OECD Countries 

Country 1980 1985 1988 1989 =r 
% Rank % Rank % Rank % Rank 

Australia 7.3 9 7.8 9 7.7 11 7.6 10 
Austria 7.9 6 8.1 7 8.4 7 8.4 6 
Be1giwn 6.7 14 7.4 11 7.5 13 7.4 13 
Canada 7.4 8 8.5 5' 8,6 3 8.7 2 
Denmark 6.8 13 6.3 20 6.5 20 6.4 20 
Finland 6.5 16 7.2 12 7.2 16 7.2 15 
France 7.6 7 8.5 5 8.6 3 8.7 2 
Germany 8.4 4 8.7 4 8.9 2 8.2 7 
Greece 4.3 23 4.9 23 5.0 23 5.3 23 
Iceland 6.5 16 7.1 13 8.5 6 8.7 2 
Ireland 8.6 3 8.9 2 7.9 9 7.6 10 
Italy 6.9 12 7.0 14 7.5 13 7.6 10 
Japan 6.4 18 6.5 18 6.6 19 6.6 19 
Luxembourg 6.3 19 6.8 16 7.2 16 6.9 18 
Netherlands 8.0 5 8.0 8 8.2 8 8.1 8 
New Zealand 7.2 11 6.6 17 7.3 15 7.1 17 
Norway 6.6 15 6.4 19 7.7 11 7.4 13 
Portugal 5.9 20 7.0 14 7.1 18 7.2 15 
Spain 5.6 22 5.7 22 6.0 22 6.3 21 
Sweden 9.4 1 8.8 3 8.6 3 8.6 5 
Switzerland 7.3 9 7.6 10 7.8 10 7.7 9 
Turkey 4.0 24 2.8 24 3.8 24 3.9 24 
UK 5.8 21 6.0 21 6.1 21 6.1 22 
USA 9.3 2 10.7 1 11.4 1 11.7 1 

Mean 6.9 7.2 7.5 7.5 

Source: Adapted from McKendry & Muthumala (1992): 36. 

1990 

% Rank 

7.7 10 
8.4 6 
7.5 13 
9.0 2 
6.3 21 
7.6 12 
8.8 3 
8.1 7 
5.5 23 
8.6 5 
7.5 13 
7.7 10 
6.5 20 
7.2 17 
8.0 8 
7.3 16 
7.4 15 
6.7 18 
6.6 19 
8.8 3 
7.8 9 
4.0 24 
6.2 22 
12.4 1 

7.6 

Health expenditure in New Zealand, as a proportion of GDP, increased only 

marginally from 7.2 percent in 1980 to 7.3 percent in 1990. This would indicate that 

New Zealand has been relatively successful in containing health expenditure levels. 
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In comparative terms, over the 10 year period, New Zealand has done better than 

some other cmmtries such as Canada, Finland, France and Iceland in containing health 

expenditure. Whereas in 1980 New Zealand was ranked 11th highest in tenns of 

health expenditure, this dropped to 16th in 1990. Health care spending amongst the 

OECD countries in 1990 ranged from four percent in Turkey to 12.4 percent in the 

United States. The average across all 24 countries in 1980 and 1990 was 6.9 percent 

and 7.6 percent respectively, with New Zealand being above the mean in 1980 and 

below the mean in 1990. 

These figures, apat1 from showing aggregated cross cultural comparisons, are 

relevant from a fiscal perspective in that they demonstrate those countries that were 

either successful, unsuccessful, or simply did not see it necessary, in implementing 

cost containment policies during the 1980s (see Chapter 3). Although these cost 

containment strategies, whether supply or demand side driven, imply certain cost 

efficiencies, it is difficult to draw any conclusions regarding health outcomes. In 

other words, since we do not know what the ideal percentage of GDP countries should 

be spending on health expenditure, then in tenns of health outcomes we do not know 

whether an increase, decrease, or stability is good or bad. To complicate matters, we 

also need to know what countries are spending on other social policy areas given the 

close linkages between health and income, housing, unemployment and education. 

In the fmal analysis, however, even these policy at'eas become problematic with 

regards to what is an appropriate level of expenditure. 

A comparison of the public funding share of health expenditure in OECD 

countries and rankings is shown in Table 4.3. 
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Table 4.3: Public Funding Share of Total Health Expenditure (%) 
in the OECD Countries 

Country 1980 1985 1988 1989 1990 Rank 
1990 

Australia 62.9 71.3 69.0 69.6 69.6 18 
Austria 68.8 66.7 66.4 66.5 66.5 20 
Belgium 82.8 81.8 82.5 82.5 82.5 8 
Canada 74.7 74.7 74.1 74.2 74.2 15 
Deumark 85.2 84.4 84.2 84.2 84.2 6 
Finland 79.0 78.7 78.6 78.8 83.3 7 
France 78.8 76.9 74.5 75.0 74.2 14 
Gennany 75.0 73.6 73.4 72.1 72.7 17 
Greece 82.2 81.0 82.6 76.1 76.0 12 
Iceland 88.2 87.0 87.6 88.2 87.5 4 
Ireland 88.8 84.7 81.8 83.9 82.0 10 
Italy 81.2 77.1 77.8 76.7 75.9 13 
Japan 70.8 72.6 72.4 71.2 71.4 17 
Luxembourg 92.8 89.2 91.7 91.1 91.4 2 
Netherlands 74.7 75.1 72.7 72.3 72.6 16 
New Zealand 88.0 86.5 86.0 84.3 82.4 9 
Norway 98.4 96.4 95.8 95.7 95.7 1 
Portugal 72.4 57.8 57.8 57.8 61.7 21 
Spain 79.9 79.0 78.4 78.3 78.4 11 
Sweden 94.4 90.0 89.3 89.3 89.3 3 
Switzerland 67.5 68.7 68.2 68.2 68.1 19 
Turkey 27.3 4l.8 38.2 36.2 35.6 23 
UK 89.6 85.8 85.2 84.9 84.5 5 
USA 42.0 4l.8 41.6 41.9 42.4 22 

Mean 76.9 75.9 75.4 75.0 75.1 

Source: Adapted from McKendry & Muthumala (1992): 40. 

In 1990, 82.4 percent of New Zealand's total health expenditure was publicly funded 

ranking New Zealand 9th out of the 23 countries. New Zealand's share of public 

funding has ranked consistently above the OECD mean. Turkey and the United States 

are the only two cOlmtries in which private funding consistently exceeds public 

funding. New Zealand's health expenditure per capita in 1987, as shown in Table 4.4, 

was relatively low at US$733 in comparison with other GECD countries, and well 

below the mean of US$934. Once again, however, the relevance of these figures in 

terms of health outcomes is unclear. 



Country 

United States 
Sweden 
France 
Canada 
Netherlands 
Austria 
Gennany 
Iceland 
Switzerland 
Norway 
Belgium 
Australia 
Ireland 
Finland 
Luxembourg 
Japan 
Italy 
New Zealand 
Portugal 
United Kingdom 
Spain 
Denmark 
Greece 
Turkey 

Mean 

Table 4.4: Health Expenditure Per Capita 
in the OECD Countries, 1987 

Health Expenditure 
Per Capita (US$) 

2,051 
1,233 
1,105 
1,483 
1,041 

982 
1,093 
1,241 
1,225 
1,149 

879 
939 
561 
949 

1,050 
.915 

841 
733 
386 
758 
521 
792 
337 
148 

934 

Source: Adapted from OEeD (1989) Health Data File. 

Maori Health Care 
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Rank 

1 
4 
7 
2 
10 
11 
8 
3 
5 
6 
15 
13 
20 
12 
9 
14 
16 
19 
22 
18 
21 
17 
23 
24 

Although western medicine is the most dominant health care model in New 

Zealand, there has been a marked revival in Maori health care and considerable 

interest in alternative medicines and practice. Maori have for many years pressed for 

changes to the health system which will encourage greater participation of Maori at 

all levels, and take into account Maori health care needs and culture (Department of 

Health, 1992c: 17). The efforts of many Maori and non-Maori people over the years 

have gradually moved the health system to be more responsive to Maori concerns. 
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For example, as at July 1993, excluding programmes sponsored by Te Puni Kokiri 

(Ministry of Maori Development) there were in excess of 114 Maori health initiatives. 

Some of these were large-scale projects whereas others were more fragile, existing on 

shoestring budgets and dependent upon voluntary help (Te Puni Kokiri, 1993: 44-74). 

Despite these initiatives there are still major discrepancies between Maori and non

Maori with regard to socio-economic and health status and access to health services. 

These discrepancies are discussed in more depth later in this chapter and in Chapters 

5 and 6. 

Health Workforce 

There is a lack of accurate and coordinated data regarding the total health 

workforce in New Zealand. The National Interim Provider Board (1992: 18) and 

Jackson (1992: 5) estimate that the health sector employs about 60,000 people. These 

figures, however, are understated. My analysis of Department of Health (1991) data 

estimates the qualified health professional workforce, alone, to be nearly 60,000 (see 

Table 4.11). This figure does not include artisan and domestic staff, administrative 

staff, managers, directors and contract staff. Nor does it include some of the 

professionals that work in the private sector. If we take these groups into 

consideration, the total health workforce could well be in the vicinity of 90,000 

people. 

Even at estimates of 60,000 people, the health sector is still one of the biggest 

service industries in New Zealand. It employs more than twice the combined 

workforce in clothing and footwear manufacturing and six times more than the pulp 

and paper industry. In most of the cities and towns in which hospitals are located, 

they are the biggest single employer (Jackson, 1992: 3; National Interim Provider 
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Board, 1992: 18). On information systems alone it is estimated that the New Zealand 

health system, excluding whatever the new Ministry of Health purchases for its own 

needs, will spend upwards of $120 million in the next two years. To that can be 

added about $100 million a year for services and consultants (Jackson, 1992: 5). 

From a profit-making perspective, there are obviously millions of dollars up for grabs 

in the health sector. This factor, although rarely mentioned, should not be overlooked 

as one of the motives behind the current health refOlms. 

4.2 Demography and Health Status 

New Zealand's population in the 1991 Census was 3,373,929 people, an increase 

of nearly three percent since the 1986 Census. Around 15 percent of the population 

in the 1991 Census stated that they were of Maori descent and nearly 13 percent 

declared themselves as belonging to the Maori ethnic group. Of the people of Maori 

descent, 78 percent were able to specify at least one iwi affiliation. Pacific Islanders 

accounted for 3.6 percent of the population, and just over four percent indicated some 

Pacific Island origin. These figures, however, are artificially low because they do not 

include non-Polynesian Pacific Islanders living in New Zealand, Fijians, overstayers 

or illegal immigrants (Department of Statistics, 1991: 14; NACHDSS, 1992: 99; Te 

Puni Kokiri, 1993: 4). 

There is a small but increasing Asian and Indian population in New Zealand. 

The majority of the Asian population are Chinese, but the Taiwanese and Vietnamese 

populations are growing. In total, the Chinese and Indian population make up nearly 

two percent of the overall population, nearly double the 1986 Census figures 

(Department of Statistics, 1991: 14). The combined size of the Chinese and Indian 
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population is now almost half that of the Pacific Islands population in New Zealand, 

and by the early part of the next century may exceed the Pacific Islands population 

(Henderson, 1992: 173). 

Two-thirds of the Maori population, compared with half the total New Zealand 

population, live in the northern half of the North Island and one-quarter in New 

Zealand's largest city, Auckland. Only 11 percent of Maori live in the South Island 

compared with 26 percent of the overall population (pool, 1991: 207; The 

Christchurch Star, 21 December 1994: 2). It is estimated that the Maori population 

in the South and North Islands over the next 20 years will increase by 37 percent and 

24 percent respectively (The Christchurch Star, 21 December 1994: 2). 

The Pacific Islands population in New Zealand is also experiencing rapid growth. 

In the Auckland region, where nearly three-quarters (72 percent) of the Pacific Island 

people live, the growth rate increased 37 percent in the five years from 1986 to 1991 

- a growth rate 11 times greater than that of the total New Zealand population (The 

Dominion, 12 December 1991). By early next century, it is estimated that the 

combined Maori and Pacific Islands populations will make up a quarter of New 

Zealand's total popUlation (Henderson, 1992: 173). 

New Zealand's popUlation according to age in 1991 is shown in Table 4.5. 

Nearly one-third (31.6 percent) of the population were in the under 20 year age group, 

over half (52.9 percent) were in the 20-60 year age group, and 15.5 percent were 60 

years and over. The age profiles of the Maori and Pacific Islanders are different from 

that of the non-Maori population. Both of these groups have proportionately more 

younger and fewer older people than the non-Maori population. Around 63 percent 

of the Maori population are aged under 30 years, compared with 46 percent of non-
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Maori, whereas only 4.3 percent of Maori are aged 60 years or over compared with 

17 percent of non-Maori (Te Puni Kokiri, 1993: 4). ill 1986, only three percent of the 

Pacific IslandIPolynesian population in New Zealand were aged 60 years and over. 

Similarly, but slightly higher, 6.2 percent of the Chinese and four percent of the illdian 

population were in this age group (Department of Statistics, 1990: 29). 

Table 4.5: New Zealand's Population According to Age (1991 Census) 

Age Group Population % 

<4 277,146 8.2 
5-14 506,496 15.0 
15-19 284,988 8.4 
20-34 815,799 24.2 
35-44 484,128 14.3 
45-59 484,692 14.4 
60-74 3<?6,903 10.9 
75+ 153,780 4.6 

TOTAL 3,373,929 100 

Source: Adapted from National Advisory Committee on Health and Disability 
Support Services (1992): 99. 

These population profiles have important health status and health policy 

implications. The high number of the current population in the 15 to 34 years age 

group suggests greater use of services associated with childbirth and with the 

consequences of risk-taking behaviour such as motor vehicle accidents, sexually 

transmitted diseases, assaults and self-inflicted injury, and other consequences of 

alcohol and drug abuse. The post-war generation is now in its mid-to-Iate forties and 

it will not be until this cohort reaches the over 60 mark that pressure will be felt on 

the cost-intensive health selvices (NACHDSS, 1992: 100). 

In Chapter 3 the implications of ageing populations throughout the developed 

countries of the world were discussed. Pressures of population ageing will also be a 

critical factor in defming the context of New Zealand health policy. Between 1951 
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and 1988 the elderly population (60+ years) almost doubled from 256,000 to over 

502,000. Although this rate of increase is predicted to slow somewhat until the year 

2005, it is expected to grow rapidly after this year when the fIrst of the post-war 

generation tutn 60. It is estimated that in the year 2006 there will be 648,000 people 

in New Zealand over 60 - nearly 17 percent of the total population. Moreover, by the 

year 2031 it is estimated that around 1.13 million or 40 percent of New Zealanders 

will be over 60, roughly double the number in 1996. Whereas the median age of the 

population was 31 years in 1991, it is predicted to reach 40 by 2031 (Department of 

Statistics, 1990: 21-29). 

New Zealand, along with other OECD countries (see Chapter 3), is also 

experiencing a growing proportion of women among the elderly. In 1986, in the 60-

64 age group, there were fIve percent more females than males; in the 75-79 age group 

there were 45 percent more females; and in the 85+ age group there were 150 percent 

more females (Department of Statistics, 1990: 13). Furthermore, New Zealand is also 

experiencing an ageing of the elderly population itself. While the number of those 

over 60 doubled between 1951 and 1988, the number aged 80 or over quadrupled 

during the same period. It is estimated that by the year 2010, of the population aged 

65 and over, 36 percent will be in the 65-69 age group, 43 percent will be in the 70-79 

age group, and 21 percent in the 80+ age group (OECD, 1988: 82). 

These statistics have impOltant implications for the funding of health and social 

services for the elderly. The elderly are heavy users of health care resources, 

especially hospital facilities - their average day stay is longer, they are admitted more 

frequently and they occupy more hospital beds (Blank, 1994: 45). In 1990, 44.3 

percent of the New Zealand health care budget was spent on the 60 years and over age 
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group, yet they compdsed only 15.5 percent of the population. The 80 years and over 

age group accounted for almost 18 percent of the total health care budget (Morris, 

1991: Table 2). 

Given these trends, New Zealand faces a challenge in coping with its ageing 

population. On the one hand, as was pointed out in Chapter 3, survival into old age 

has led to a rise in the incidence of chronic degenerative diseases and cancers. This 

will undoubtedly put increased financial and utilisation pressure on health care 

resources, not to mention the family and social implications. On the other hand, it is 

the experience of some doctors caIing for the elderly that fitness and ability levels are 

improving. The years added to life are not inevitably years of dependency and 

disability, but potentially productive and independent or semi-independent. Most 

people over 65 years of age are fit, able and independent (The Press, 31 December 

1994: 21). The challenge for government will be how to address these two parallel 

processes whilst also balancing resources in other public policy areas. For example, 

the shifting of resources from areas such as social welfare or housing may exacerbate 

health care problems for the public in general and the elderly specifically. 

Health Status 

The principal causes of death in New Zealand in 1990 are outlined in Table 4.6. 

Heart disease and cancer were the leading causes of death, accounting for 26.7 percent 

and 26.1 percent of all deaths respectively. Cerebrovascular disease (10.3 percent) 

was the third principal cause of death, followed by respiratOlY disease (5.6 percent), 

pneumonia and influenza and other heart disease (4.2 percent each), motor vehicle 

accidents (2.8 percent), diseases of the atteries (2.6 percent), other accidents (2.5 

percent) and suicide (1.7 percent). 
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Table 4.6: Principal Causes of Death in New Zealand in 1990 

1990 
% of Total Rate per 100,000 

Deaths Population 

1. Ischaemic heart disease 26.7 206.7 

2. Cancer 26.1 202.1 

3. Cerebrovascular disease 10.3 79.7 

4. Obstructive respiratory disease 5.6 43.0 

5. Pneumonia and influenza 4.2 32.6 

6. Other heart disease 4.2 32.3 

7. Motor vehicle accidents 2.8 21.4 

8. Diseases of the arteries 2.6 19.8 

9. Other accidents 2.5 19.4 

10. Suicide 1.7 12.9 

Source: Adapted from Department of Health (1992a). 

The major causes of death and hospitalisation according to age group ate shown 

in Table 4.7. In the 0-1 age group the major cause of death in Maori and non-Maori 

infants is cot death. However, the death rate for MaOll infants is higher, averaging 7.5 

deaths per 1,000 live births compared with the non-Maori rate of 4.1 percent per 1,000 

live births (NACHDSS, 1992: 97). 

In the 1-4 age group, motor vehicle accidents and drownings are the leading 

cause of death. Death rates for Maori and non-Maoll are comparable at around three 

per 10,000 population, but the rate is higher for males than females. Accidents are 

also the principal cause of death in the 5 -14 age group. Cancer, asthma and diseases 

of the nervous system follow distantly behind (NACHDSS, 1992: 97). 



Table 4.7: Major Causes of Death and Hospitalisation 
By Age Group in New Zealand, 1992* 

Age Group Major Causes of Death Major Causes of 
Hospitalisation 

0-1 Sudden Infant Death Syndrome (SIDS) Perinatal Conditions 
Perinatal Conditions 
Congenital Defects 

1-4 AccidentlInjury Bronchitis/Asthma 
Cancer fujury/ Accident 
Congenital Defects Glue Ear 

Gastroenteritis 

5-14 AccidentlInjury Ear Nose Throat Problems 
Cancer Injury/Accident 

Gastroenteritis 

15-19 Motor Accident Injury/Accident 
Suicide Childbirth 

Childbirth (Complications) 
Miscarriage/Abortion 

20-34 Motor Accident Childbirth 
Suicide Childbirth (Complications) 

Miscarriage/Abortion 
Accidents 
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35-44 Cancer Female Reproductive Disorders 
Motor Accident Childbirth 
Heart Disease 

45-59 Heart Disease Heart Disease 
Cancer Cancer 

Digestive Disorders 
Kidney Disease 

60-74 Heart Disease Heart Disease 
Cancer Cancer 

Digestive Disorders 
Cataracts 
Hip Replacement 

75+ Heart Disease Heart Disease 
Stroke Hip Problems 
Pneumoniaiinfluenza Cataracts 

Respiratory illness 
Senile Dementia 

(* Includes some 1989 data) 

Source: Adapted from National Advisory Committee on Health and Disability 
Supp0l1 Services (1992): 96. 

In the 15 to 24 age group, motor vehicle accidents are the major cause of death 

for both MaOll and non-Maori. Young men, however, are three times more likely to 

die in this manner than young women. Cancer is the second most frequent cause of 
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death for young Maori men and women and non-Maori women. However, for non-

Maori men, suicide is the second most frequent cause of death. Cancer is the leading 

cause of death for women in the 25-44 age group; Maori women being particularly 

vulnerable with a rate of 6.2 deaths per 10,000 population compared with the non

Maori rate of3.8 per 10,000 population. Accidents are the leading cause of death for 

men in this group, with the death rate being higher for Maori men. 

In the 45-64 age group cancer is, once again, the leading cause of death for 

women, with Maori women being the most at risk. The death rates for Maori women 

are higher for all the cancers, but are three times higher than non-Maori women for 

lung cancer. The leading cause of death for all men in this age group is coronary heart 

disease, with Maori men being more vulnerable. Coronary heart disease is the second 

most frequent cause of death for women in this age bracket, but Maori women are 

twice as likely to die from it as non-Maori women. The Maori death rate for all other 

heart diseases is four times higher than the non-Maori rate. Coronary heart disease is 

the major cause of death for men and women, Maori and non-Maori, in the 65 years 

and over age group. Cancer is next, followed by cerebrovascular disease for non

Maori women and respiratory disease for men and Maori women (NACHDSS, 1992: 

97). 

Maori are significantly more prone than non-Maori to hospitalisation for certain 

patterns of disease, including respiratOlY diseases, diabetes, cataracts, kidney disease, 

female reproductive system disorders, and complications of pregnancy and childbirth 

(Te Puni Kokiri, 1993: 15). There are also regional differences in Maori 

hospitalisation rates. The rates of hospitalisation for Maoris in the West Coast, 
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Canterbury, Otago and Southland were lower when compared with other regions of 

the country (The Press, 24 August 1993: 15). 

Although the health status data shows that, overall, Maori carry a greater burden 

of illness than non-Maori, this pattelTI is not consistent through every age group or for 

a particular disease. Te Puni Kokiri (1993: 15-19) notes the following inconsistencies 

in morbidity patterns: 

41 Maori infants are less likely to be hospitalised for prematurity and neonatal 

problems than their non-Maori counterparts. They are more likely, however, 

to be hospitalised for bronchitis/asthma, glue ear, pneumonia/pleurisy and 

motor vehicle accidents. 

• In childhood (5-14 years), Maori are less likely to be hospitalised for 

gastroenteritis and appendectomy problems than their non-Maori 

counterparts, but are more likely to be hospitalised for glue ear, injury and 

bronchitis. 

II Maori adults (34-44 years) are more likely to be hospitalised for heart 

disease but are less likely to be bearing children than their non-Maori 

counterparts. 

II In middle age (45-59 years), Maori men and women are almost twice as 

likely to be hospitalised for heart disease and three times as likely to be 

hospitalised for respiratory disease. Non-Maori females, however, are more 

likely to be suffering from female system disorders. 

41 Elderly Maori (60+ years) are less likely to have hip replacements and to be 

suffering from digestive disorders than their non-Maori counterparts, but are 

more likely to need cataract treatment and to be suffe1i.ng from heart disease. 
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• Young Maori (14 years and under) of both sexes are less likely to be 

hospitalised than their non-Maori counterpru.1s. This situation is reversed in 

the 15-44 age group where Maori, of both sexes, are more likely to be 

admitted with mental illness. 

" In the 45-64 age group Maori women are hospitalised at a greater rate for 

mental illness than Maori men and non-Maori men and women. Maori men 

are the least likely to be hospitalised for mental illness in this group. 

Te Puni Kokiri (1993: 19) points out that although Maori are hospitalised more 

often than non-MaOli, the average length of stay in hospital tends to be less for Maori. 

In 1990-91, for eXalnple, the hospitalisation rate for Maori was 190 admissions per 

1,000 population compared to the non-Maori rate of 138 admissions per 1,000 

population. However, the average length of stay in hospital for Maori was 5.2 days 

compared to six days for non-Maori. 

Over the past 20 years Maori life expectancy has increased significantly and has 

increased at a faster rate than non-Maori. In 1970 the life expectancy of Maori 

females and males was 65 years and 61 years respectively, compared to the non-Maori 

rate of 74 years and 68 years respectively. By 1990 the gap had narrowed to 74 years 

and 69 years for Maori women and men respectively, compared to 78 years and 72 

years for non-Maori women and men respectively (Te Puni Kokiri, 1993: 8). 

The major health risks for New Zealanders in 1991 are shown in Table 4.8. The 

leading health risk for both female and male is physical inactivity (53 percent and 47 

percent respectively). High cholesterol is the second m~or health risk for women (33 

percent) and the third leading health risk for men (27 percent). Overweight is ranked 

the second highest health lisk for men (43 percent) and third highest for women (27 
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percent). Smoking is the fourth leading health risk for both women (24 percent) and 

men (26 percent). Psychological stress is the fifth most frequent health risk for women 

(17 percent), and the sixth highest for men (11 percent). Hypertension is the sixth 

highest health risk for women (10 percent) whereas for men it is ranked fifth (16 

percent). 

Table 4.8: Proportion of Population with Major Health Risk Factors (1991) 

Rank Factor Risk Factor Female Male Rank Factor 
Female % 0/0 Male 

1 Physical inactivity 53 47 1 

2 High cholesterol 33 27 3 

3 Overweight 27 43 2 

4 Smoking 24 26 4 

5 Psychological 17 11 6 
stress 

6 Hypertension 10 16 5 

Source: Adapted from Department of Health (1993): 1. 

Although tobacco consumption in New Zealand is decreasing, smoking is a 

leading cause of mortality and morbidity for both men and women, and in particular 

adult Maori women. In the decade between 1981 and 1991, New Zealand's tobacco 

consumption decreased by 27 percent (see Appendix 2: Table 1). 

A recent study by the Minislly of Health (1994: 41-51) on disability and long-

term illness in New Zealand found that: 

• Four out of ten people report some type of disability or long-tenn illness. 

• Two out often people report a sensOlY, physical, or mental disability. 

" Three out of ten people repOli a medically diagnosed 10ng-telID condition. 
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II Around 19 percent of adults with a disability or long-tenn illness utilised 

home help such as housework, shopping, meal preparation, personal care, 

or companionship because of their disability. 

iii Eight out of ten people aged over 65 reported some type of disability or 

long-term illness. 

II Maori are more likely to report a disability or long-term illness than any 

other ethnic group. 

Nuthall (1992: 28) reviewed the literature comparing the health status of women 

to that of men. The key fmdings in addition to those already mentioned were that: 

" Men have a shorter life expectancy than women and have higher mortality 

rates at all ages. 

" Women experience more ill-health than men, when ill-health is measured by 

incidence of disease, use of health services, or self-rep011. 

" Maori women have more negative health indicators than non-Maori women. 

" Women live longer and are therefore more vulnerable to the health problems 

associated with ageing. 

iii Excluding matters related to reproduction, women are hospitalised at lower 

rates than are men. 

4.3 Socio-Economic Factors 

In Chapter 2 a framework for studying health care that takes into account 

political, social and economic influences was outlined. The relationship between 

health status and socio-economic status was also examined and it was argued that 

health status is influenced more by socio-economic, lifestyle and environmental 
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factors than by health services or medical interventions. Nuthall (1992) reviewed the 

New Zealand research in this area and concluded that New Zealand studies, where 

they do exist, confrrm the overseas literature regarding the link between socio

economic factors and health status. Some of the studies reviewed by Nuthall, along 

with other New Zealand studies and statistics, are discussed below in relation to 

income, social class, unemployment, housing, disability and gender. 

Income 

Fergusson, Dimmond, Horwood and Shannon (1984) and Fergusson, Harwood 

and Shannon (1986), in the longitudinal Christchurch Child Development Study, 

found that the rates of hospital admissions varied with family economic and material 

circumstances. Children from low income families were at greater risk of hospital 

admission. Similarly, rates of utilisation of pre-school health and education services 

were lowest among children from low income families and families facing financial 

problems. Nuthall (1992: 10) notes that most elderly will be in the lower income 

bands within ten years of retirement and their health status will be influenced 

accordingly. The effects of the 1990 benefit cuts on low income families is noted in 

Chapter 6. 

The income of Maori men and women is, on average, less than their non-Maori 

counterpruts. Between 1986 and 1991 Maori incomes increased less than non-Maori, 

indicating a widening gap between the incomes of the two groups. In addition, Maori 

incomes on average have to support a greater number of dependents because of the 

age and family structure of the Maori population. When income is adjusted to allow 

for the number of dependents in a household, the average income for Maori 
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households dropped fi'om 85 percent of the national average in 1981-82 to 77 percent 

in 1987-88 (Te Puni Kokiri, 1993: 39). 

Social Class 

Pearce, Davis, Smith, and Foster (1983a, 1983b, 1984) studied the relationship 

between male mortality and social class in New Zealand. They found that lower 

social classes had mortality rates significantly higher than those of the upper social 

classes. Fmihermore, the mortality rate of the lowest social class was around twice 

as high as that of the highest social class. Pearce, Marshall and Borman (1991) 

repeated this study using data from 1985-88 and found that social class mortality 

differences were undiminished despite a continuing decline in overall mOliality. 

Pearce and Howard (1986) found that mortality fi'om most cancers (liver, larynx, 

lung, buccal cavity and stomach) is more prevalent amongst the lower social classes, 

but mortality from some cancers (multiple myeloma, malignant melanoma, and 

lymphatic leukaemia) is particularly high in the upper social classes. 

Kawachi, Marshall and Pearce (1991) found that the greatest declines in coronary 

heart disease between 1980 and 1990 had occmTed in the upper socio-economic 

groups, which had the lowest death rates to begin with. FurthelIDore, the dispruity in 

death rates from coronmy heart disease between social classes had actually increased. 

Phillips, Kawachi and Marshall (1991) investigated whether class differences in 

access to cardiac surgery could explain social class inequalities in mOliality from heart 

disease. They concluded that access inequalities did not apperu' to explain the 

mortality differences. 

Pearce et a1. (1984) exrumned the effect of ethnic groups on social class 

differences in male mortality. They analysed three ethnic groups of men - Maori, 
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Pacific Island Polynesian and other New Zealand men. They found strong social class 

mOltality gradients within each group. Maori mortality rates were around 50 percent 

higher than other New Zealand men. Pacific Islander mortality rates were lower than 

those for Maori men, but higher than mortality rates for other New Zealand men. 

Unemployment 

There is velY little New Zealand research into the impact of unemployment on 

health. MacDonald, Pearce and Salter (1982) examined whether increases in 

unemployment were reflected in New Zealand's health statistics. The authors 

compared rates of unemployment with rates of suicide and self-harm, admissions to 

psychiatric hospitals, homicides and post-natal infant moI1ality. While the results were 

not dramatic, they found increases in unemployment were associated with an increase 

in indices of ill health and distress. Howell, White and Monigatti (1980) found that 

for suicide and non-fatal injIDY, the unemployed were the most at risk group, with 

men more at risk of fatal injmy and women more at risk of non-fatal injwy. 

Since 1988 the Maori unemployment rate has risen more rapidly than the non

Maori rate. Furthermore, a high proportion of the Maori unemployed are long-term 

unemployed. In the period of economic restructuring between March 1987 and March 

1989, one-fifth of the Maori working age population were laid offwork. In 1990, the 

total Maori unemployment rate was nearly 19 percent compared to 6.3 percent for 

non-Maori. For Maori women their rates were slightly higher (20 percent), whereas 

non-Maori women were about the same (6.1 percent). Among young Maori in the 15-

24 year age group the unemployment rate was 48.5 percent. In some regions, such 

as Northland and the East Coast, these rates were even higher (Te Puni Kokiri, 1993: 

41). 
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Housing 

Kearns, Smith and Abbot (1991) and Smith, Keams and Abbot (1992) found 

some association between people with serious housing needs in Auckland and 

Christchurch, and health problems such as running noses, colds, rheumatism, 

headaches and asthma symptoms. Bassett (1992) also linked poor housing conditions, 

especially dampness, to poor health. 

The National Housing Commission (1988) survey canvassed more than 100 

agencies throughout the country chosen for their knowledge of housing problems in 

their particular areas. Virtually all the respondents linked poor housing with poor 

health and identified dampness as a major source of ill health. The survey, along with 

the findings of Keams et al. (1991), also linked overcrowding to health problems, 

particularly in areas with high Maori and Pacific Island Polynesian populations 

(whether they were urban or rural dwellers). Overcrowding was linked to the spread 

of infectious diseases, respiratory problems and other social problems such as poor 

educational achievement. 

Pomare (1988) found diseases of the ear to be more common in children from 

overcrowded homes. Pomare's study also linked higher mortality rates, particularly 

in the infant age group (0-4 years), with high density and inadequate housing. Other 

New Zealand studies also link overcrowding with increased prevalence of hepatitis 

B infection and respiratory illness (Nuthall, 1992). 

Many Maori families, especially those in rural areas, are living in substandard 

and overcrowded conditions. These conditions have been linked with family stress, 

domestic violence and increased rates of bronchial and asthmatic conditions in 

children (Maori Women's Housing Research Project, 1991). 
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Te Puni KokUi (1993: 42) notes that MaOll are more likely to rent their dwelling 

than non-Maori. This has an impact on economic outgoings throughout adult life 

and lowers opportunities for accumulating wealth through home ownership. Fewer 

than 50 percent of Maori own their own home compared with 75 percent of non

Maori. 

Disability 

The Ministry of Health (1994) report entitled 'Four in Ten' found, as with 

overseas literature, a clear link between disability and long-tenn illness and socio

economic variables. People with a disability or long-tenn illness are more likely than 

other people to have a lower income, receive an income support benefit, use health 

services frequently, have a community services card and have no health insurance. 

They are less likely, however, to drink alcohol. 

4.4 Maldistribution of Resources 

There is considerable maldistribution of health resources in New Zealand. The 

variation in health resource distribution and perfonnance indicators across the Area 

Health Boards is shown in Table 4.9. This shows that in 1989, annual expenditure 

per capita ranged from $624 in N011hland to $1,174 on the West Coast, with the 

average being $78 L The South Island had an average of $924 per head, which was 

19 percent higher than that of the North Island. The number of public beds per 1,000 

population ranged almost threefold, from 6.9 in Northland to 19.1 for the West Coast, 

with an overall mean of9.1 beds (Danzon & Begg, 1991: 25-26). 



Table 4.9: Variation in Resource Distribution and Performance 
Indicators Across ARBs, 1989 

Indicator Minimum aximum Me 

Resource Distribution 
Expenditure per capita. $624 $1,174 $781 
Beds per 1,000 population. 6.9 19.1 9.1 
Phannaceutical expenditure per person*. $144 $184 $159 
GPs per 100,000 population*. 54 81 68.1 
Independent nurses per 100,000 population*. 1 7 3.4 
Community nurses per 100,000 population*. 140 202 156.4 
Performance Indicators 
Surgeries per 1,000 population. 13 82 55 
Day patients per 1,000 population. 36 172 86 
Outpatients per 1,000 population. 842 1819 1249 
Cost per bed day. $226 $634 $418 
Average length of stay in days. 7.7 30.2 13.3 
Number on waiting lists per 1,000 population. 14 26 18 
Qualified nurses per occupied bed. 0.7 1.3 1.0 
Doctors er occu ied bed. 0.05 0.29 0.18 

Source: Danzon & Begg (1991): 25-26. 
*NACHDSS (1992): 44-46. 
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Pharmaceutical expenditure per head differed from $144 in Southland and 

Nelson-Marlborough to $184 in Canterbuty, with an overall mean of $159. The 

number of GPs per 100,000 population varied from 54 in Taranaki to 81 in Auckland, 

with an average of 68.1. The distribution of independent nurses ranged from one per 

100,000 population in Hawke's Bay to seven in the Bay of Plenty per 100,000 

population, with an average of 3.4. The number of community nurses per 100,000 

populatiOll varied from 140 in Hawke's Bay to 202 on the West Coast, with an average 

of 156.4 (NACHDSS, 1992: 44-46). 

Table 4.9 also shows that the cost per bed day varied considerably from $226 

on the West Coast to $634 in Auckland, with a mean of $418. Differences in the 

average length of stay were nearly fourfold, from 7.7 days in the Bay of Plenty to 30 

days on the West Coast, with an average of 13.3 days. The number of people on 

waiting lists per 1,000 population varied from 14 in Southland to 26 in Nelson, with 
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a mean of 18. The number of qualified nurses per occupied bed ranged between 0.7 

on the West Coast to 1.3 in Taranaki, with an average of 1.0. The number of doctors 

per occupied bed differed from 0.05 on the West Coast to 0.29 in Auckland, with a 

mean of 0.18 (Danzon & Begg, 1991: 25-26). 

The ratios of general practitioners (GPs) and medical specialists to population 

by Regional Health Authority (RHA) in 1991 is shown in Table 4.10. Overall, there 

is one GP to every 1,323 people. The ratios of GPs to population vary from 1: 1187 

people in the N ortheln RHA to 1: 1452 in the Midland RHA. In Nelson the ratio is 

1:1195 compared with Auckland 1:1230 andInvercargi111:1814. Rural areas and the 

less affluent suburbs tend to have ratios which are about 1 GP to 1800 people 

(NACHDSS, 1992: 44). 

Table 4.10: Ratio of General Practitioners and Medical Specialists 
to Population by Regional Health Authority, 1991 

Northern Midland Central Southern New 
RHA RHA RHA RHA Zealand 

GPs 1:1187 1:1452 1:1426 1:1324 1:1323 
Specialists 1:1579 1:2019 1:1690 1: 1529 1:1670 

Source: Adapted from National Advisory Committee on Health and Disability 
Support Services (1992): 44. 

The number of medical specialists in each RHA vary from 1: 1529 people in the 

Southern RHA to 1:2019 in the Midland RHA. Overall, there is one specialist to 

every 1,670 people. In Southland, the ratio is 1:3341 compared with Northland 

1:2793, Auckland 1: 1496 and Otago 1:999. Other health professional groups also 

tend to show similar maldistribution and tend to cluster in urban and relatively 

affluent suburbs (NACHDSS, 1992: 44). 
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Brunett (1991a, 1991b) investigated recent changes in the dish'ibution of GPs in 

New Zealand, He comments that despite a substantial increase in the number of GPs 

since 1980, only modest improvements had occurred in their distribution. He found 

that for every doctor who located in areas with few medical practitioners, 1.87 GPs 

continued to open practices in areas which were already well served. For every extra 

consultation provided in places like South Auckland, 1.51 extra consultations occurred 

in more affluent areas (Barnett, 1991a: 339). 

Barnett (1991b: 358-360) also notes that since 1980, partly as a result of 

immigration controls, fewer foreign medical graduates entered New Zealand. 

Traditionally these students located in the rural and poorer areas. They are now, 

however, not being replaced by locally trained graduates. New Zealand graduates, 

more than any other group, overwhelmingly favour metropolitan locations. 

There are considerable gender imbalances regarding the composition of the 

health professional workforce. Table 4.11 shows that, as of the 31 March 1990, the 

health professional workforce totalled around 59,960 workers, of which 81.6 percent 

were female. The magnitude of the nursing workforce, which comprise nearly three

quarters (73 percent) of the workforce and is predominantly female (95.1 percent), 

skews the gender distribution of the total workforce. If we exclude nurses, the 

remaining one-quru1er of the workforce is actually dominated by males, who comprise 

55.3 percent compru'ed to females at 44.7 percent. 

The second largest professional group, the medical practitioners, comprise 10.6 

percent of the workforce but are predominantly male (76.1 percent). This group also 

tends to influence the gender balance. If we exclude nurses and doctors, the gender 
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balance of the remaining 16.2 percent of the workforce becomes somewhat more 

evenly balanced, with females comprising 58.2 percent and males 41.8 percent. 

Table 4.11: Health Professional Workforce by Gender 
as at 31 March 1990 

Professional Group Total* ale % Female 

Audiologists (AHB) 35 13 37.1 22 
Child Psychotherapists (AHB) 18 7 38.9 11 
Chiropractors 110 98 89.1 12 
Clinical Psychologists (ARB) 33 10 32.3 23 
Dental Nurses (AHB) 859 2 0.2 857 
Dental Technicians 226 210 92.9 16 
Dentists 1,226 1,071 87.4 155 
Dietitians 237 1 0.4 236 
Environmental Health Workers 322 278 86.3 44 
Health Educators (ARB) 26 3 11.5 23 
Medical Lab. Technologists 749 285 38.1 464 
Medical Practitioners 6,339 4,823 76.1 1,516 
Medical Radiation Technologists 852 99 11.6 753 
Nurses 43,899 2,151 4.9 41,748 
Occupational Therapists 614 9 1.5 605 
Optometrists & Dispensing 258 204 79.1 54 

Opticians 
Orthotists (ARB) 134 114 85.1 20 
Phannacists 2,235 1,440 64.4 795 
Physiotherapists (ARB) 702 43 6.1 659 
- Assistants (ARB) 152 4 2.6 148 
Podiatrists (ARB) 26 6 23.1 20 
Psychopaedic Training Officers 39 11 28.2 28 
(ARB) 
Social Workers (ARB) 716 146 20.4 570 
Speech Language (1989) 153 5 3.3 148 

Total 59,960 11,033 18.4 48,927 
Total less Nurses 16,061 8,882 55.3 7,179 
Total Less Nurses & Doctors 9,722 4,059 41.8 5,663 

*Numbers rather than full-time equivalents (FTEs) 

Source: Data extracted from Department of Health (1991) 

% 
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Closer analysis of the health professional groups shows that the male dominated 

professions are the dental technicians (92.9 percent), chiropractors (89.1 percent), 

dentists (87.4 percent), environmental health workers (86.3 percent), optometrists and 

dispensing opticians (79.1 percent), orthotists (85.1 percent), medical practitioners 
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(76.1 percent), and phannacists (64.4 percent). The female dominated professions 

are dental nurses (99.8 percent), dietitians (99.6 percent), occupational therapists 

(98.5 percent), physiotherapist assistants (97.4 percent), speech language therapists 

(96.7 percent), nurses (95.1 percent), physiotherapists (93.9 percent), health educators 

(88.5 percent), medical radiation technologists (88.4 percent), social workers (79.6 

percent), podiatrists (76.9 percent), psychopaedic training officers (71.8 percent), 

medical laboratory technologists (61.9 percent) and child psychotherapists (61.1 

percent). 

There is also considerable variation in the distribution of medical technology and 

services in New Zealand. Table 4.12 shows these regional variations by RHA in 

1992. The NorthernRHA was the only region to have an MRI scanner installed. The 

Northern RHA has seven CT scanners compared to five each in the Midland and 

Central RHAs and four in the Southern RHA. The Central RHA and Southern RHA 

have two comprehensive cancer services each, compared to one each for the other two 

RHAs. The Midland RHA is the only RHA to have a lithotripters service, whereas 

the Northern RHA is the only RHA with a heart transplantation service. The Northern 

RHA and Southern RHA each have a comprehensive bone marrow transport service, 

with the other two RHAs having only a partial service. 

Although the Southern RHA has two Level III nurseries, the other RHAs have 

only one each. Both the NOlthem and Southeln RHAs have a spinal unit whereas the 

other two RHAs do not. The Central RHA does not have a vitreo-retinal surgery 

service but the other three RHAS do. VVhereas the Southern RHA has two 

neurosurgelY units, the Midland RHA has none. The Midland RHA has two 

maximum secure forensic psychiatry services and the Southern RHA has one, but the 
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N orthem RHA has only one medium secure unit, with the Central RHA having no 

forensic service. 

Table 4.12: Regional Distribution of Medical Technology and Services 
(Public and Private) by Regional Health Authority (1992) 

Northern Midland Central Southern 
RHA RHA RHA RHA 

MRI Scanners 
a. installed 1 - - -
b. not installed - - 1 -
CT Scanners 
a. installed 7 5 5 4 
b. not installed - - 1 -
Cancer Services 
a. comprehensive 1 1 2 2 
b. satellite - 1 - -
Lithotripters - 1 - -
Heart Surgery 2 2 2 2 

Cardiac Catheterisation 2 1 2 2 
Laboratories 

Angioplasty 2 1 2 2 

Heart Transplantation 1 - - -
Regional Dialysis Units 1 1 1 1 

Kidney Transplantation 1 1 1 1 

Bone Marrow Transplantation 
a. comprehensive 1 - - 1 
b. partial (autologous only) 1 1 1 -
Level IT Nurseries 1 1 1 2 

Spinal Units 1 - - 1 

Burns Units 1 1 1 1 

Neurosurgery 1 - 1 2 

Vitreo-retinal Surgery 1 1 1 

Trauma (Level III) 2 2 1 2 
Intensive Care Units 

Forensic Psychiatry Services 
a. maxImum secure - 2 - 1 
b. medium secure 1 2 - 2 

Source: Adapted from National Advisory Committee on Health and Disability 
Support Services (1992): 47. 
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There is also considerable variation in surgical, medical and mental health 

discharge rates, and clinical management patterns. NACHDSS (1992: 34-39) notes 

that these variations do not seem to be explained by differences in need and raise 

questions about fairness in access to core services. There are certain procedures that 

are needed to a fairly similar extent throughout the country, yet once age is taken into 

account, there are still high variations between Area Health Boards. 

Some of the variations noted by the NACHDSS (1992) include the following: 

" Women's reproductive system surgery, such as hysterectomy, is about half 

as common among Auckland women relative to the rest of New Zealand, 

with the exception of Wellington. 

• Bowel and other digestive system surgery is petfonned about 50 percent 

more often on the residents of Otago, Southland, NOlthland and Waikato 

than residents of Auckland, Canterbury and Wellington. 

{I Ear, nose and throat surgery is petfonned on Wellington and Canterbury 

residents less than half as often as Northland, Otago and Waikato residents. 

• Medical discharge rates for nervous system disorders among residents of the 

West Coast, Tairawhiti and Hawkes Bay areas are about double those of 

residents of Auckland and Wellington. 

• Mental health discharge rates for all mental health diagnoses ValY three-fold 

throughout the counlly. The lowest rate is in Auckland (4 per 100,000 

population) and the highest is in Tairawhiti (12 per 100,000 population). 

The discharge rate for the whole country is 6 per 100,000. 

• N onnal birth delivery involves almost two days less stay in hospital for 

Auckland residents (3.9 days) than for Southland residents (5.8 days). 
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• Digestive disorders, such as gastroenteritis, involve less than half the length 

of stay for Nelson-Marlborough residents (1.6 days) than for residents of 

Southland (3.4 days), Bay of Plenty (3.5 days) and Wellington (3.9 days). 

• Uncomplicated Caesarean sections involve lengths of stay that range from 

7.2 days for residents of Auckland to 13.8 days for Southland residents. 

Many of the issues and inequalities mentioned in this chapter have important 

health and social policy implications. Before discussing these implications, I will 

give a broad overview of health policy in New Zealand. 

4.5 Health Policy 

This section will outline the major developments in New Zealand health policy 

from the introduction of the Social Security Act (1938) to the passing of the Health 

and Disability Act (1993). In particular it will focus on the policy initiatives of the 

1980s and the health reforms of the 1990s. For a more detailed discussion on the 

provision of health care in New Zealand from the 1840s to the 1970s, the reader is 

referred to Hay (1989). 

Universal health coverage became a reality in New Zealand in the late 1930s with 

the passing of the Social Security Act (1938). The provision offree in-patient hospital 

treatment for all was followed throughout the 1940s by the introduction of universal 

subsidies for general practice and other medical services (Ashton, 1992: 148). The 

implementation of a universal and predominantly tax-funded public health system was 

largely completed by the late 1940s. The period from the 1950s to the 1970s was 

marked by incremental and ad hoc increases in subsidies and general taxes, along with 

some rationalisation of health services and shifting of primary care costs to the 
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consumer (Blank, 1994: 124). During this period, from a policy perspective, the 

health system was in a kind of steady state and was recognised, worldwide, as being 

a generally sound and equitable health care system. 

New Zealandts public health system, in particular, was held in high regard 

throughout the world. By world standards, especially in relation to child health, New 

Zealand was regarded as a healthy country. Much of the credit for this can be 

atuibuted to the 10ng-telID impact of the 1938 Social Security Act. Over the past two 

decades, however, New Zealand has been falling behind other countries in relation to 

life expectancy and child health (Beaglehole, 1995), and the gap between the rich and 

poor has widened considerably (see Chapters 5 and 6). 

Although the traditional concerns of public health in New Zealand, such as safe 

water supplies, sanitation, food hygiene and preventing infection, remain important 

health issues, the scope of public health has broadened in the past few decades. In 

the 1970s it started to include the modern degenerative diseases and at risk 

behaviours. In the late 1980s and early 1990s it began to focus on the link between 

health status and socio-economic status. But this expanded role of public health has 

not been accompanied by additional funding. In fact, the public health budget has 

continued to erode over the years. Finance earmarked for public health has not been 

ring-fenced and has been diverted to secondary care services. Spending on public 

health, for example, decreased from 6.5 percent of total health expenditure in 1980 

to 4.2 percent in 1986 and 3.3 percent in 1991 (Brunett, 1993: 2). 

The adoption of universal health coverage was not without certain costs. From 

a funding perspective the govemmenfs share of health costs had doubled from a pre-

1938 percentage of less than 40 percent to 80 percent in 1960, and around 85-90 
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percent in the late 1970s. Meanwhile, the private share of health costs dropped from 

60 percent to 20 percent to 15-10 percent over the same period (Muthumala & 

McKendry, 1993: 28). The world recession in the 1970s - precipitated by the 1973 

world oil crisis - and the subsequent onset of a prolonged economic crisis in New 

Zealand (see Chapter 5 for more detailed discussion) led to further cost shifting and 

rationalisation of services. Despite these incremental changes, by the 1980s the public 

health system was under considerable fmancial and structural strain. Ashton (1992: 

149-151), Danzon and Begg (1991), Davis (1992: 9), and the National Interim 

Provider Board (1992: 20-25) noted several problems and inequities in the New 

Zealand health system during this period which included the following: 

• Between 1970 and 1980 health spending had increased from 5.1 percent to 

7.2 percent ofGDP. 

II Access to primary care was becoming increasingly restricted as the 

population faced higher charges for GP services. The real value of the 

general medical services benefit (GMS) had fallen from around 75 percent 

of the total fee when it was first introduced in the 1930s, to less than 20 

percent in the 1980s. As a result some people were tending to use more 

costly but free hospital outpatient accident and emergency departments 

instead of GP services. 

II The health care system was fragmented and uncoordinated. Primary and 

secondaIY care, disability, elderly and public health services were all funded 

and provided in different ways. There was also little integration between 

these services. 
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41 Multiple sources of funding encouraged cost shifting and, in some cases, 

inequities. Public hospitals, for example, moved people into private long

stay institutions because Social Welfare then became responsible for the 

funding. 

• Primary care was uncoordinated, with many professionals visiting the same 

home, to see the same person, sometimes on the same day. The system 

offered GPs and Area Health Boards minimal incentives and opportunities 

to work closely together. 

III The government fmancing system was structured in such a way that it 

encouraged wasteful planning and funding for major works. 

41 Large capital hospital projects were often the focus of intensive political and 

pressure group lobbying. 

II Patients and professionals were exploiting anomalies in the system. 

II Some elected members of the Area Health Boards became bogged down in 

the complexities of hospital management. 

• Hospital management systems were hierarchical and cumbersome, and 

infonnation systems were inadequate. 

• Expenditure on public health and services for the elderly, mentally ill and 

disabled was being squeezed by the demand for secondalY care services. 

II Waiting lists and waiting times were getting longer. 

II Area Health Boards had conflicting loyalties as both purchaser and provider 

of services. 
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• Spending on phaIIDaceuticals was increasing at unprecedented levels. In 

nominal tenns, this expenditure, from 1980 to 1990, doubled to $500 million 

and its proportion ofVote:Health increased from 10 to 15 percent. 

These fmancial and structural problems within the health sector, whether 

perceived or real, were exacerbated and subsumed by two much wider and far

reaching processes - the ongoing globalisation of the economy and the adoption of 

New Right monew'ism by the Fourth Labour Govemment (see Chapter 5 for further 

discussion). A combination of these problems and processes, within and outside the 

health system, triggered a decade of major fmancial, structural, attitudinal and 

ideological change in the New Zealand health services. 

The changes commenced with the passing of the Area Health Board Act (1983) 

and the introduction of a population-based funding fOlIDula for Hospital Boards in the 

same year. The purpose of the Area Health Board Act was to rationalise both the 

functions and numbers of Hospital Boards. This would involve the devolution of 

public health activities previously carried out by the Depal1ment of Health, and the 

restructuring of the 27 Hospital Boards into 14 Area Health Boards. This task, 

however, was not fmally completed until 1989. 

The introduction of population-based funding marked an end to the open-ended 

funding policy still intact since 1938. Population-based funding was introduced 

largely in response to the widening gap between increased demands and expectations 

for health services by the public and health professionals, and the country's ability to 

pay for these services. The funding formula also gave incentives for Hospital Boards 
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to seek ways of providing services more efficiently and to engage in strategic and 

service planning. 

In the latter half of the 1980s, two major health reviews were commissioned by 

the Labour Government. The first of these was the Health Benefits Review which 

culminated in a report by Scott, Fougere, and Marwick (1986) entitled 'Choices for 

health care'. This report examined the funding of primary health care services and 

presented several funding options. It also considered the funding of pharmaceuticals 

within the context of health benefits. This review, along with another investigation 

by Coopers and Lybrand (1986), concluded that New Zealand was paying much 

higher prices for its phrumaceuticals than were compru'able countries - up to 37 

percent more than Australia, for example (Davis, 1992: 9). 

The second review, the Hospital and Related Selvices Taskforce (Gibbs, Fraser 

& Scott, 1988), released their report - the 'Gibbs Report' - in 1988. Key features of 

this repOlt, entitled 'Unshackling the Hospitals', included the establishment of six 

Regional Health Authorities, a more competitive health system, the separation of 

provider and funder functions, and contracting of services. Although both reports 

were rejected by the Labour Government, the basic structural and philosophical 

principles of the Gibbs Report were later adopted by the National Government in its 

restructuring of the health services. 

The State Sector Act (1988) paved the way for the demise, in 1989, of the 

Hospital Board triumpharite management system comprising a medical 

superintendent, chief nurse and chief executive. Area Health Boards were put under 

the control of a general manager and below him or her were various corporate 

managers. In 1989 the restructuring of Hospital Boru'ds into 14 Area Health Boards 
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was completed. This also coincided with the passing of the Public Finance Act (1989) 

which introduced a new financial regime across government departments and, like the 

State Sector Act (1988), emphasised the autonomy of chief executives. 

At the end of 1989, a new health charter was introduced by the Minister of 

Health. Area Health Boards were given a set of health goals and targets to guide their 

spending priorities and service provision. Boards were also required to sign 

performance or output-related agreements. In addition, five year strategic plans and 

one year business plans were required from Boards setting out their priorities and 

targets as a basis for a contract with the Minister and as a condition of funding. 

The Health Minister also sought to improve the performance of the elected Area 

Health Boards. As a result, government appointees were placed on each of the elected 

Boards. Some Boards, however, continued to show no improvement and, in the case 

of Auckland Area Health Board, the Minister appointed a single commissioner with 

business expertise. This action was to be replicated en masse by the National 

Government in 1991. 

Other incremental changes to the health system were also attempted during the 

latter half of the 1980s. In October 1988, and again in September 1990, the GMS 

benefits for children, the elderly and chronically ill were increased, GPs were also 

invited to join a contract scheme which offered an inflation-adjusted subsidy for all 

consultations in return for limits on user charges and the provision of patient 

information for a national database (Ashton, 1992: 150), 

In 1989 the Labour Government, in an attempt to rationalise funding and service 

provision problems, proposed that those disability services funded through 

Vote:Health be transfened to Vote: Social Welfare. A Health-Social Welfare interface 
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committee was convened and various staff were seconded or contracted to work on 

the proposal. Although several measures were taken to implement the proposal - such 

as pilot projects - the concept became bogged down due to interdepartmental 

infighting and resistance from some Area Health Boards, professionals and interest 

groups. After nearly three years of uncertainty a decision was fmally made by the 

National Government in 1991; all disability services would be funded through Vote: 

Health via the Regional Health Authorities. Although not all responsibility and 

funding would be transferred from the Department of Social Welfare to the RHA at 

one time. Rest home, home help and subsidies for the intellectually disabled would 

be transferred in July 1993, and other programmes in July 1994. Agencies providing 

accommodation to people with disabilities would stay with the Community Funding 

Agency until July 1994, by which time the Disabled Persons Community Welfare Act 

(1975) would be repealed (Robinson, 1992b: 1). 

There is considerable debate on whether the changes to the health system during 

the latter part of the 1980s were actually effective and given time would have 

alleviated many of the problems previously discussed. Those Area Health Boards that 

were late in being established had virtually no time to effect change in outputs or 

performance. In the Canterbury Area Health Board, for example, the top and second 

tier management levels had only just been put in place before the instigation of the 

1991 health refOlIDs. 

In the 19 December 1990 economic package, the National Government 

announced that some of the increases in subsidies that had been proposed in 

September of that year by the Labour Govemment, were to be reduced and 

prescription charges increased (Ashton, 1992: 152). In addition, the GP contract 
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scheme was to be telIDinated in March 1991. FmthelIDore, a Health Services 

Taskforce was announced to examine the role of govemment and the private sector 

in the funding and provision of health services. Within the telIDS of reference, there 

was an implicit assumption of a pro-competitive health system (Ashton, 1992: 152). 

In July 1991 the Minister of Health released the Govemment's Green and White 

paper, entitled 'Your health and the public health: A statement of Govemment health 

policy'. The paper proposed a major restructuring of the health system along the same 

lines as that proposed by the ill-fated Gibbs RepOlt (1988). The influence of the 

Business Roundtable-commissioned report by Danzon and Begg (1991) was also 

clearly visible (see Chapter 6). Figure 4.1 shows the New Zealand health system as 

of 1 July 1993. The purchaser and provider roles of the Area Health Boards were to 

be separated and four Regional Health Authorities were to be created to manage the 

purchasing and contracting of health services. RHAs were also given the 

responsibility for purchasing primary care services; this was later extended to include 

disability services. 

As an interim measme until RHAs went into effect on 1 July 1993, elected Area 

Health Boards were abolished and commissioners appointed to oversee the transition. 

In addition, a national interim system of part charges for hospital and outpatient care 

was established, with subsidies for low income families and high users. To carry out 

the provider functions, hospitals were to be reconstituted into Crown Health 

Enterprises which were to be run along commercial lines under govemment appointed 

boards of directors. CHEs were to be responsible to a newly established Minister of 

Crown Health Enterprises. 
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Provision was also made for the establishment of Community Trusts, of which 

nine pilot projects were established throughout the country, and altemative health care 

plans. This latter concept, however, was not adopted and the idea was quickly 

dropped. It was also proposed that the traditional public health functions be carried 

out by a newly created Public Health Commission (PHC). In November 1992 the 

Public Health Commission Establishment Board announced a set of pilot public health 

goals (The Press, 26 November, 1992: 8). These goals were to: 

41 Reduce the melanoma incidence and death rate. 

41 Reduce smoking in pregnancy. 

• Continue the reduction in cot death rates. 

41 Reduce hearing loss in children under five years of age. 

These goals were in addition to major public health problems under consideration, 

such as communicable disease control, lifestyle issues, major diseases, and 

environmental health and food safety. The PHC was formally established on 1 July 

1993 and was given an advisory, purchasing and monitoring role. Its budget in 1994 

was $74 million or about 2 percent of the total govemmenthealth budget (Beaglehole, 

1995). 

The role of the Department of Health in the in the initial stages of the health 

reforms was not made explicit. However, on 1 July 1993 the Department was 

reconstituted into a Ministry of Health. There was also a call for discussion on the 

concept of core health services to which all the population should have access to, on 

affordable terms and with reasonable waiting time. Subsequently a National Advisory 

Committee on Core Health Services was appointed in March 1992. In mid-August 
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1992 the Committee's terms of reference were expanded to include disability support 

servIces. 

One month after the announcement of the 1991 Green and White Paper, a 

National Interim Provider Board (NIPB) was appointed, under the Chairmanship of 

Sir Ronald Trotter, a prominent New Zealand businessman, to make recommendations 

within the proposed framework to reform the structure of the public hospital system 

and its associated community services. Its key task was to recommend methods of 

organising and structuring the Crown Health Enterprises to meet the challenges of the 

new competitive environment. 

In its report to the Government in May 1993, the NIPB recommended a profit

making business-like model for the CHEs. This philosophy was reflected in the first 

reading of the Health and Disability Services Bill (1992: S.2S) which stated that one 

of the principal objectives of CHEs was to be as "profitable and efficient as 

comparable businesses that are not owned by the Crown". This clause caused 

considerable public hostility and the word 'profit' was removed before the passing of 

the Health and Disability Services Act (1993). Although the CHEs were still required 

to operate as successful businesses. 

To assist in establishing the initial configuration of CHEs, the NIPB 

recommended that CHE Advisory Committees (CHEACs) be appointed for each of 

the 14 commissioner-run Boards. The CHEACs were to comprise five to six people 

with high levels of commercial skill (NIPB, 1992: 46). The commissioners of each 

Board were also to be members of their respective CHEACs. Furthermore, managers 

or advisors to the J\lIPB were also placed on each of the CHEACs in an advisOlY and 
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watchdog role. The CHEACs were to take responsibility for developing and 

recommending detailed establishment plans for each of the CHEs. 

Responsibility for implementing approved establishment plans was given to CRE 

Boards Designate, the members of which were also required to have solid commercial 

experience. In most cases the CHEAC membership was rolled over into the CRE 

Boards Designate, along with some new government appointees, although in most 

cases commissioners and NIPB representatives were dropped. Arrangements were 

also made for the winding up of commissioner-run Boards and the management of 

their residual assets and liabilities. The NIPB was to coordinate these functions with 

the Treasury, State Services Commission, Department of Health, Prime Minister's 

Department and other government agencies. 

In September 1992 the Minister of Health, at Orakei Marae in Auckland, 

launched a Department of Health (1992c) report outlining the Government's response 

to Maori health issues in the Health and Disability Services Bill (1992). The general 

thrust of the report was to ensure that all health and state sector agencies would 

contribute to greater Maori participation and consultation in the health sector. Land 

protection mechanisms were also discussed. In addition, the Govemment committed 

itself to working with a new Maori health organisation, Te Waka Hauora. This 

independent body, formed jointly by the New Zealand MaOli Council, the Maori 

Congress, and the Maori Women's Welfare League, would, when fully operational in 

1993, have input on health issues affecting Maori at ministerial level (Health Reforms 

Report, 16 September, 1992). 

In parallel with the health reforms and other state sector restructuring, the 

Govemment in 1992 established Te Puni Kokiri (Ministry of Maori Development) to 
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replace the Ministry of MaOli Affairs. The Ministry's prime role is that of advisor to 

the government on issues of significance to Maori. Te Puni Kokili has the somewhat 

unique mandate to develop policy projects as a means of testing policy advice. 

Subsequently, a number of these projects have been commissioned in the area of 

Maori health since 1992. These include projects such as family well-being, health 

promotion, smoke-free programmes and trial capitation funding. Te Puni Kokiri has 

also supported projects such as smoke-free promotion, Maori asthma education, HIV

AIDS prevention, and research (Te Puni Kokiri, 1993: 75). 

In December 1992 the Minister of Health released 'Directions for Health and 

Independence', a policy guide to RHAs outlining the Government's priorities for 

health services and purchasing-contract requirements. The guidelines included 

directions relating to Maori health issues, as outlined in the September 1992 report, 

and the Public Commission's six pilot goals which were released in November of the 

same year. 

In May 1993 the Government announced an increase in subsidies for GP, 

hospital and outpatient visits for low and middle income families. The Government 

acknowledged that some families had faced hardship under the interim regime 

introduced in February 1992. The Opposition claimed that some single-parent 

families would pay higher charges as a result of the subsidy changes, and single 

superannuitants and chronically ill people would be no better off (The Press, 28 May 

1993: 5). 

Only two days prior to the refOlmed health system coming into effect (1 July, 

1993), the Government announced that CHEs which ran into serious fmandal troubles 

would receive a capital injection. This would involve restructuring the CHE balance 
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sheets to bring them back to a commercial position. A $200 million loan facility 

would be set up for CHEs to bOlmw extra money to cover capital works> maintenance 

and any shortfalls in the cost of providing services (The Press> 29 June 1993: 6). The 

Government's precautions proved to be warranted. After only nine months into the 

health reforms> the Government announced> in June 1994> that the 23 CHEs had a 

total debt of $1265 million. It appeared that hospitals were now essentially operating 

on uncapped budgets (The Christchurch Star, 22 June 1994: 3), effectively turning the 

health system back to pre-1983 population-based funding. 

The CHE Board Designates were required to have business plans for 1993-94 

completed before the transfer date of 1 July 1993. SClutiny of these business plans 

by the Opposition revealed that at least three CHEs were considering introducing 

private services whereby paying patients would gain preferential access to treatment 

at public hospitals. The Nelson-Marlborough CRE, for example, planned to provide 

enhanced hotel and accommodation facilities for private patients (The Press, 21 

August 1993). 

In 1994 the RHAs released their purchasing intentions for 1994-95. The 

Government also announced inmid-1994 that there would be a reduction in hospital

based services, which would include the closure of some rural hospitals. An over

supply of beds was given as the reason for the cutbacks (The Christchurch Star> 22 

June 1994: 9). In December 1994 the Government announced that the Public Health 

Commission would be disbanded, to take effect by June 1995, and its functions taken 

over by the Ministry of Health. In protest at this action, the Public Health 

Commission's Board of Directors resigned their positions forthwith. 
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This overview of New Zealand's health care system has up to this point been 

more descriptive than analytical. I will now examine in more depth some of the issues 

and implications arising from this discussion. 

4.6 Issues and Implications 

New Zealand's majoritarian political system allows for considerable flexibility 

in the implementation of policy. In particular it has the capacity to implement rapid 

and sweeping policy changes as witnessed by the socio-economic restructuring 

experienced since 1984. This capacity is further enhanced when the stronger interest 

groups stand to gain or at least not be disa~vantaged from the proposed changes. The 

incremental changes to the health system during the 1980s and the health reforms of 

the 1990s demonstrate this flexibility in the New Zealand political system. These 

changes also represent, to a large extent, a reaction by government to those global 

forces identified in Chapter 3. 

Problem Identification and Agenda Setting 

This leads us to a major question which remains unanswered. Were the problems 

facing the New Zealand health care system correctly identified? One would think that 

before governments embark on sweeping policy changes, the scope and complexity 

of the problems or issues would be analysed, clarified and articulated. In health 

policy, as was shown in Chapters 2 and 3, this requires an understanding of the 

political, economic, social and cultural forces which shape and influence health care 

outside and within the health care system. It would seem senseless, for example, to 

focus exclusively on curative high technology health care when we know that public 

health and socio-economic factors influence health care at least equally as much. 
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It is clear that health refOlID efforts in New Zealand and most western countries 

during the 1980s and 1990s were a reaction to four major forces: the rising cost of 

health care, technological innovation, the ageing population, and increased public 

demands and expectations (OECD, 1987; Palmer & Short, 1989; NACHDSS, 1992; 

NIPB, 1992). It is important to recognise that the dominant perception and response 

to these problems was largely from within a liberal economic framework If we 

compare these forces to those which were identified in Chapter 3, it becomes apparent 

that although there are similarities, there are also significant differences which have 

important health care implications. 

Table 4.13 highlights these comparisons. In column A are those key forces 

articulated by policy-makers in New Zealand. In column B are those forces identified 

in Chapter 3. Let us f11'st look at the similarities. Both columns identify all four 

forces mentioned above, with the ageing population being the only stand-alone factor 

in both columns. However, and this is where the differences start, column B puts a 

different emphasis on the other three forces. For example, the rising cost of health 

care in column A becomes subsumed under much broader economic forces in column 

B, which includes free market principles, neo-liberalism and management and 

resource inefficiencies. Whereas technological innovation and increased public 

demand and expectations are stand-alone forces in column A, they become subsumed 

under medical technology in column B, which also emphasises the harmful effects of 

curative care. Moreover, although column B acknowledges increased public demand 

and expectations, there is an emphasis that this demand is generated by only some 

people or groups (not all the general public as articulated in column A) which include 

professional and capitalist interests outside and within the health care system. 
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Table 4.13: Comparison of Perceived Major Forces Influencing 
Health Care in New Zealand 

A B 
Perceived problems Alternative perceived 

articulated by problems 
NZ Government 

Ageing population. Ageing population. 

Rising cost of health care Economic Forces 
- Management and resource - Escalating health costs 
inefficiencies. - Free market 

- Neo-liberalism 
- Management and resource inefficiencies 

Medical Technology Medical Technology 
- Rising costs - Rising costs 

- Technological imperative 
- Increased demand and expectations from 
professionals and some of the public. 

Increased public demand and 
expectations. 

Wealth and Poverty 
- Socio-economic factors 
- Economic growth 
- Third World 
- Urbanisation 

Social Transformation of Health 
- Public health and curative care 
- Alternative health care 
- Infectious and chronic degenerative diseases 
- Global communication and health 

Health Industry 
- MNCs: medical device, pharmaceuticals, 
tobacco. 
- Class structure and medical professionalism 

Health Research 
- Narrow and inward focus 

Of significance, however, is that column A fails to mention four of the forces 

identified in column B: socio-economic factors, social and cultural forces, the 

uncontrollable expansion of the health industry, and the narrow focus of health 

research. Interestingly, it is precisely these four forces which have the most potential 

to conflict with the power relations outside and within the health care sector. These 
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omissions indicate either a general lack of understanding by policy-makers into the 

macro social and economic forces influencing health care or that such forces were not 

deemed politically important. The exclusion of public health and socio-economic 

factors must be viewed with serious concern. 

Retwning to the Oliginal question, therefore, it is evident that the policy-makers, 

although correctly identifying and atticulating some of the problems, failed to identify 

others of equal or even more importance. This implies from a policy-making 

perspective that the scope and complexity of the problems at the problem 

identification and agenda setting stage (see Chapter 2) were either not fully 

appreciated or were known but were not articulated. Either way, several key issues 

or problems did not reach the political agenda for conversion into political action. 

Certainly this is the case with socio-economic factors. Public health is rather more 

problematic. Although. it was not publicly articulated as a major issue, it was 

accorded some attention in the policy implementation stage by way of the newly 

established Public Health Commission (PHC). Although the early demise of the PHC 

in the health reforms would indicate, in part, that policy objectives regarding public 

health were not clearly defmed prior to the implementation stage. 

Moreover, the failure of the policy-makers to identify or at least articulate the 

scope and complexity of the problems or issues would also indicate that the range of 

policy options considered were somewhat reduced. This reduction in policy options 

would have been further limited, in that such options had to fit in with the political

economic ideology of the day, namely neo-liberalism. This framing of options within 

a laissez-faire economic framework is clearly seen in successive reports to the 

government during the late 1980s and early 1990s, which were subsequently adopted, 
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in part or full, such as briefing papers from TreasUlY, reports :£i'om the Business 

Roundtable, the Gibb's (1988) report, Danzon and Begg's (1991) report and the report 

of the NIPB (1992). 

When policy is made incrementally there is at least always room for manoeuvre 

if mistakes are made at any stage in the policy process. But when policy is made 

rapidly and on a grand scale, as with the 1990 health reforms, it is likely that if the 

process is flawed at the beginning, then the resulting policies will be unsuccessfuL 

This is clearly demonstrated in several areas of the current health reforms, such as 

public resistance and hostility to the user pali charges, the short life span of the PHC, 

the large debt burdens and operating deficits of many of the CHEs, the resignation and 

threatened resignation of senior CHE executives or directors, and the insecurity and 

uncertainty experienced by the public and patients. 

This then leads to a second important question. Given that recent successive 

governments in New Zealand have gone down a certain, some would argue 

irreversible (see Chapter 8) path culminating in the current health reforms, what does 

this mean in terms of future health policy? The changes over the past decade reflect 

a clear ideological shift away from the welfare state towards less centralised 

government control and a reliance on market principles in the state sector, including 

health services. Thus there remains considerable unceliainty, and even miStlUst, as 

to how far the reforms will go 

Financing and Control 

The substantial drop in suppOli for the National Patty in the 1993 general 

election, although due to a combination of factors, could be interpreted, in part, as a 

rejection by the public regarding various aspects of the health refOlms. It would 
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appear that the election night result served to soften the ideological thrust, at least 

publicly, of the government in the implementation of the refOlms. One of the 

problems the government now faces is how to appease the cadre of directors and 

senior managers hired to execute the refOlms and legitimise and reproduce the market 

ideology. There are signs that this group, consisting largely of business people, are 

becoming increasingly frustrated in not being able to perfonn the job they were hired 

to do. This is seen, in part, by the recent public resignation or dismissal of several 

CHE directors or senior managers. 

In the financing and control of health care services there are considerable mixed 

messages. On the one hand, the government has articulated a commitment to a 

publicly funded health care system through general taxes. On the other hand, the 

reforms of the 1980s and 1990s have created the conditions and incentives for shifting 

an increasing proportion of funding to private insurance and coinsurance. Moreover, 

the restructuring of hospitals into CHEs can be interpreted as paving the way for full 

or partial privatisation at a later date (see Chapter 6), as was done with many of the 

Stated Owned Enterprises (SOEs). Although the CHEs operate, theoretically, as 

competitive providers on contract to the RHAs, in reality they still hold monopolies 

in many care areas such as accident and emergency, neurosurgery and bone marrow 

transplants. The fact that many of the CHEs are operating virtually under uncapped 

budgets negates the notion of competition and defeats the purpose of the refonns. 

There is also uncertainty regarding purchaser competition with the RHAs. Although 

the controversial health plan concept was dropped early in the refOlms, it could still 

resurface, or perhaps some other fOlm of purchaser competition may be introduced. 

It is also possible that the current four RHAs could be reduced in number to three or 
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less. The political-economic implications of these unceltainties are discussed fillther 

in Chapter 8. 

Socio-Economic Factors and Public Health 

New Zealand studies confllm the overseas literature regarding the link between 

socio-economic factors and health status, particularly in relation to income, social 

class, unemployment, housing, disability and gender. There are inequities, in terms 

of socio-economic and health status, between Maori and Pacific Islanders and the rest 

of the population. Maori and Pacific Islanders carry a greater burden of illness than 

non-MaorifPacific Islanders, although this pattern is not consistent through evelY age 

group or for a particular disease. Unfortunately, socio-economic changes over the 

past decade have served to increase, rather than diminish, disparities in the 

distribution of wealth and income in New Zealand society, and there are no signs of 

this situation abating. Indeed, it is more likely to get worse. 

The socio-economic detelmmants of health status are certainly not receiving the 

attention they deserve either outside or within the health care sector. The past decade 

has seen a diminished rather than enhanced government policy commitment to social 

equality in the social policy areas of housing, social welfare and health. The 

hegemony of economic liberalism has seriously downplayed the importance of socio

economic factors in determining health status. Traditional public health in New 

Zealand has also not addressed these issues, but this was the case even before the 

1984 economic refOlms. This was parily due to public health having a narrow health 

focus, but also because the other social policy areas, prior to the mid-1980s, focused 

on these issues. In other words, the need for public health to be involved in the socio

economic domain was probably not as great as it is today. The dominance of curative 
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care over public health has also contributed to a serious downplaying of the socio-

economic determinants of health care. 

These factors reinforce the need for multifaceted, inter-disciplinary and inter

sectorial approaches to the fonnulation and implementation of health care policy. In 

order to be able to do this, it is vital that policy analysts with the right mix of 

perspectives and skills are employed in the various government or local government 

departments. One approach the government could take is to put higher priority on 

primary care, prevention and public health. Another approach is to put higher priority 

on the other social policy domains and shift the appropriate resources from hospitals 

to areas such as poverty, unemployment, violence, inadequate housing and education. 

Or the government could combine both approaches. The government could also 

establish an inter-sectorial prevention and education agency with funding from 

organisations such as health, social welfare, ACC, housing and employment. Such 

an agency would primarily have a policy advisory and coordinating role. It would 

encourage intersectorial links between health and other social services as well as 

interdisciplinary collaboration with professionals. A similar agency could be 

established at the community and family level and would have a prevention, health 

promotion and education role. A community orientated health policy would 

acknowledge the central role that social, economic, cultural and health factors play in 

the well-being of the community and its members. 

The general thrust of these approaches, however, as previously mentioned, runs 

contrary to the hegemony of neo-liberalism. Moreover, the prospects for public 

health, even in its more traditional role, are not good. There is a real danger that 

public health will be further disadvantaged in the current health refonns. The demise 
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of the Public Health Commission (PHC) demonstrates how difficult it is for 

governments to both implement public health policies and keep public health on the 

policy setting agenda because of conflicting political considerations. Beaglehole 

(1995) argues that the powerful tobacco and alcohol industries were not happy with 

the advice provided by the PHC. This dissatisfaction was made known at the highest 

levels of government. In addition the Minis1:Iy of Health never supported the concept 

of a Public Health Commission. Furthermore, the Labour Opposition never supported 

the PHC existing outside the Minis1:Iy of Health. 

The Public Health Commission also had its critics within the public health 

community. Its contracting process was considered too lengthy, its advocacy role too 

weak, and its public health goals too narrow in that they neglected the wider socio

economic issues, including MaOli health status. The PHC's role and image may have 

been misunderstood and perceived as aloof from the general public and Maori and 

Pacific Island communities. This may be why, when the Commission was disbanded, 

the community and iwi, in general, were not too concerned and did not rally to its 

support as they have over the proposed closure of some rural and urban hospitals. 

Notwithstanding these difficulties, it is arguable as to whether the government itself 

was as deeply committed to the PHC as it was to other more market-orientated aspects 

of the health reforms. 

There are, of course, wider political considerations in the adoption and 

implementation of public health initiatives. These include: individualism versus the 

collective good; opposition from sometimes powelful vested interest groups; pressure 

for a wider range of curative medicine from outside and within the health sector; the 

narrow medical approach to public health tends to be less tlueatening to existing 
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power relations than proposals which call for more fundamental social and economic 

change; and the difficulty in changing human behavioural patterns, not to mention the 

political risks in hying to change such lifestyle patterns. Given these factors, along 

with others previously mentioned, there is little likelihood of an expanded role for 

public health in New Zealand at the present time. Interestingly, however, the New 

Zealand Medical Association, in April 1995, announced that its policy intention was 

to broaden its view of health to include socio-economic factors. If the Medical 

Association is serious about this, we could see some initiatives and improvements in 

this area. 

Maldistribution of Resources 

Although New Zealand has provided a health system based on universal access 

it has, like all other counhies, irrespective of type of health system, been less than 

totally successful in ensuring equality of outcome and distribution of resources. 

Several New Zealand studies (Barnett, 1984, 1991a,b; Barnett & Barnett, 1979, 1989; 

Barnett, Ward & Tatchell, 1980; Davis, 1982; Fougere, 1974, 1978; Salmond, 1974, 

and others) had identified resource inequalities and/or regional variations in treatment 

patterns, but these fmdings were generally overlooked by the health policy-makers. 

One of the positive aspects of the current health refonns has been to not only identify 

these inequalities nationally, but to bring them to the public agenda. It was not until 

various government-commissioned reports, such as NACHDSS (1992) and Danzon 

and Begg (1992), started emerging during the initial stages of the health refonns that 

these research findings (and numerous anecdotal stories) were confilmed and the 

various inequalities identified quantitatively for potential government action. 
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How, then, do we explain this maldistribution of health resources and 

inconsistent treatment pattems? Obviously they have been brought about by a whole 

host of macro, micro and individual factors that are not peculiar to New Zealand. 

These include: political decisions at government, regional or local level; interest 

group pressure; geographical and demographic factors; differences in the burden of 

illness and therefore the need for different services; availability ot: and access to, 

primary, secondary and te1tiary services; distribution of general practitioners and 

medical specialists and the services and resources that follow them; and patterns of 

private provision. It is not my intention here to explore these in depth, and the reader 

is referred to NACHDSS (1992) for futther explanation and interpretation of these 

wide differences. 

There is, however, another explanation, not mentioned by NACHDSS (1992), 

that warrants futther analysis. I would suggest that this maldistribution of resources 

is brought about in part by the same forces that cause the uneven distribution of 

resources outside the health system. In other words, the same patterns of production, 

legitimisation and consumption repeat themselves throughout all sectors of the 

economy, including health care. These patterns of production and consumption, 

however, are not necessarily aimed at meeting the needs of the majority of the 

population but rather the needs of the owners and controllers of the health care 

system. For example, most doctors in New Zealand tend to concentrate in already 

over-serviced areas, the health system is specialist hospital-based, and there is an 

emphasis on curative medicine as opposed to traditional or alternative health care. 

Fmthermore, pattems of reproduction are demonstrated in urban-based medical 

education, restricted entry into the medical profession and the uneven distribution of 
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The technological imperative (see Chapter 3) can be 

interpreted, in pati, as the desire by the health elite to mimic or emulate the 

consumptive behaviour of the wealthy in society. Thus, the most modem and 

expensive technological innovation has the same status to the owners and controllers 

of the health system as does a Rolls Royce or private jet to the wealthy in society. 
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In Chapter 3 several universal macro global forces which have shaped the nature 

of health care systems throughout the world were examined. It was noted that the 

phenomenal and seemingly uncontrollable expansion of the health industty since the 

Second World War has parallelled the insatiable requirements of advanced 

industrialisation. It has also been argued in previous chapters that health care is, to 

a large extent, the dialectical result of forces that exist outside and within the health 

sector. This then leads to the need to understand the whole of our social reality and 

the political, economic and social forces which influence it. 

In this chapter I will turn to those macro economic forces previously mentioned 

and examine their impact on New Zealand society. This chapter, therefore, presents 

a blief and broad analysis of socio-economic reform in New Zealand from 1984 and 

is divided into five parts. First, it looks at the international economic crisis. Second, 

the term 'New Right' is discussed. Next, the transformation of the New Zealand 

economy is outlined. This includes discussion on the reduced role of social policy 

within the market economy, and the concept of economic growth. The cultural and 

ideological offensive of the 'New Right' is then analysed. Finally, the social effects 

of free market policies are discussed. 



159 

5.1 International Economic Crisis 

In attempting to explain the transformation of the New Zealand economy and 

society by successive governments since 1984, it is necessary to look at the wider 

global economy. Worldwide, advanced capitalist countries are facing not just a 

temporary downturn in the economy, but an international economic crisis. By early 

1994 it is estimated that there will be more than 30 million unemployed in western 

industrialised countries (Santamaria, 1993: 24). The great depression of the 1930s 

was the last decade in which the western world had unemployment of this scale. 

Economists in the 1990s have repeatedly lowered their forecasts for world economic 

growth. The Intemational Monetruy Fund (ll\1F) and the Organisation for Economic 

Cooperation and Development (OECD) revised downwards their projections of 

growth for 1992-93 (The Treasury, New Zealand, 1991: 13). 

This international crisis is not new and since the early 1970s the western 

industrial countries have been under considerable stress. This crisis has been 

characterised (though nationally variable) by a drop in profitability, economic 

stagnation, falling incomes, rising unemployment, increased private and public debt, 

decline in the growth of world trade, decreased labour productivity, high inflation 

and the emergence of major international trade imbalances (McKinley, 1984; 

Navarro, 1976, 1984; Roper, 1993). 

The world recession in the early 1970s marks a crucial tmning point in New 

Zealand's economic histOlY. The period from 1945 to 1973 was chru·acterised by 

sustained economic growth, fuelled by high levels of profitability and productive 

investment, full employment, low inflation and rising real wages (Roper, 1993: 2). 

Since 1973, the onset of a prolonged economic crisis in New Zealand has parallelled, 
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to a considerable extent, the post-1970s trends of the western industrial countries. 

During this period of post-war prosperity and world economic recession, New 

Zealand's economic policy has undergone a fundamental, even radical, transfonnation 

from social democratic Keynesianism (1935 to 1973), to a market liberal-Keynesian

interventionist approach (1973 to 1984), to New Right monetarism (1984 to present) 

(Goldfmch & Roper, 1993; Roper, 1993). 

Keynesians, monetarists and Marxists disagree over the underlying causes and 

remedies of the New Zealand economic crisis, externally and internally, and the role 

which the state should play in managing this crisis. These issues are not addressed 

here, and readers are refelTed to Roper and Rudd (1993) which gives an excellent 

account of the various theoretical perspectives on the causes and remedies of the 

economic crisis. One of these perspectives, however, that of New Right monetarism 

or neo-liberalism (see Chapter 2), requires further discussion for two major reasons. 

First, the Fourth Labour Government (1984-1990) fully embraced New Right 

monetarism, and this has remained the dominant analytical framework for policy 

formulation, being extended rather than abandoned by the National Government (1990 

to present). Second, this monetarist economic strategy has provided the rationale for 

the restructuring of New Zealand's welfare state, and created or exasperated problems 

in the social policy area. For further discussion on the ideology of economic 

liberalism the reader is refelTed to Chapter 2. What is the New Right and what does 

it stand for? 
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5.2 The New Right 

The tenn New Right wears many hats and is often referred synonymously to New 

Right monetarism, neo-liberalism, neo-classicism, economic rationalisation and 

economic liberalisation (Battin, 1991: 213; Roper & Rudd, 1993; Rosenbloom, 1992: 

64; Shirley, 1990a). There is no single defInitive statement as to what constitutes the 

New Right. It is not a unifIed social movement with a monolithic doctrine, but a 

combination of distinct liberal and neo-conservative dimensions. The market liberal 

dimension is concerned with the effectiveness of the free market, while the neo

conservative dimension gives priority to the maintenance of authority. There is a 

contradiction, therefore, between the enhancement of state power, necessary to ensure 

that the market economy is promoted and policed, and the danger that state authority 

will inhibit a free economy. 

According to GoldfIsh and Roper (1993: 55), Shirley (1990: 139) and Stephens 

(1992: 6), the New Right is based loosely around the economic writings of Friedman 

(1953, 1968, 1980) and others which emerged in the United States, Great Britain, 

Canada and Australia during the second half of the 1970s and early 1980s. It is a 

mixture of many and sometimes conflicting schools of thought which include the 

Australian, Chicago, New Classical, Supply Side and Public Choice schools (Battin, 

1992: 213; GoldfIsh & Roper, 1993: 55). It is the above part-complementary and part

conflicting interests that are characteristic of the New Right. 

The New Right ideology or neo-liberalism was embraced by economists who 

worked for the secretariat of the Paris-based OECD (Rosenbloom, 1992: 64). It 

quickly found disciples among treasury officials, politicians, economists, and fmancial 

and business commentators throughout the OECD and by the 1980s had become the 
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dominant economic framework. It has supplied the intellectual backbone to 

Reaganomics in the United States, Thatcherism in the United Kingdom, and 

Rogemomics and Ruthonomics in New Zealand (Stephens, 1992: 6). However, 

whereas the affirmation of market forces in Britain and the United States was led by 

traditional conservative governments, the New Zealand experiment was implemented 

by a social-democratic party which had been responsible for the establishment of the 

welfare state (Shirley, 1990a: 363). 

Proponents of the New Right in New Zealand include Treasury, the Business 

Roundtable, Employers Association/Chamber of Commerce, Institute of Directors, the 

Top Tier Group (Le. major sectoral associations), the Centre for Independent Studies, 

and fmancial and business sectors advocating for a greater role for the market in 

economic and social policy (Roper, 1993: 162; Shirley, 1990a: 366). These groups 

have been followed by a new breed of professionals, managers and bureaucrats who 

have communicated, implemented and protected the New Right philosophy at a 

popular cultural level (Taylor, 1990: 4). 

Whilst there are significant disagreements between the various schools of thought 

and proponents of the New Right, there is a reasonable degree of acceptance regarding 

several broad principles. These consist of: the notion of a self-regulating economy, 

extreme individualism, the right to private property as inviolate, rejection of 

egalitarianism and redistributive social policy, the abandonment of active fiscal and 

monetary policy, market liberalisation across all sectors of the economy, and a 

restructuring or dismantling of the welfare state (Goldfmch and Roper, 1993: 56-64; 

Rudd, 1993: 245; Stephens, 1992: 6). 
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5.3 Transformation of the New Zealand Economy 

Although the trend towards economic liberalisation in New Zealand began in the 

1960s, the free market revolution, sponsored by the Fourth Labour Government 

(1984-1990) and subsequent National Government (l990·present), carried the New 

Right ideology to its inevitable conclusion. This version of economic individualism 

as articulated by Treasury, the Business Roundtable, and fmancial and business 

communities has transfOlmed the fabric of social and economic life in New Zealand 

(Shirley, 1990b: 145-146) - much of it irreversible. 

The TreasUlY adopted neo-liberalism as its ideological and economic analytical 

framework. Three Treasury briefmg papers (Economic Management, 1984; 

Government Management, 1987; and Briefmgs to the Incoming Government, 1990) 

borrow extensively from the writers of the New Right, often verbatim and without due 

consideration to the limitations of the theoretical arguments and empirical fmdings, 

or of their appropriateness in applying them to New Zealand's social, cultural and 

economic context (Goldfinch & Roper, 1993: 52). 

The 1990 set of briefmg papers are particularly interesting. They built on and 

reaffirmed the policy direction of Treasury's earlier briefmgs, and urged the National 

Government to extend the previous government's programme of reform by 

deregulating the labour market and redesigning the welfare state (Boston, 1992: 1; 

Goldfmch & Roper, 1993: 52) 

In the Fourth Labour Government's first year of office the New Zealand currency 

was devalued by 20 percent and the dollar was floated. Interest rate controls were 

removed and restrictions were lifted on the flow of money in and out of New Zealand. 

The economy was opened up to competition from imports, and foreign companies 
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were given greater access to the New Zealand market. Agricultural subsidies were 

terminated and the protective shield was removed from manufacturing. State 

departments were reorganised along commercial lines as a preliminruy step in the sale 

of public assets and the privatisation of the newly formed State Owned Enterprises 

(Shirley, 1990a: 351). The sale of the larger publicly owned assets during the period 

of the Fourth Labour Government is shown in Table 5.1. 

Table 5.1: Sale of Major Publicly Owned Assets During the 
Period of the Fourth Labour Government (1984-1990) 

State Assets Price Sold for 
$ 

New Zealand Steel 327m 

Petrocorp (received an injection of $800m, and a $300 million tax 
break, then it was sold with the government rejecting a 40 percent Not disclosed 
higher price from another bidder). 

Development Finance Corporation 111m 

Postbank 665m 

ping Corporation ofNZ 33m 

Air New Zealand 660m 

Rural Bank 550m 

State Insurance Office 735m 

Government Printing Office (estimated to have a value in excess of 9m 
$70m) 

NB: The Government received $10b from the sale of assets. It cost 
the country $95m in external consultancy and other fees. 

Source: Data from Hansard, 1993, No. 78:15618-619, 15633. 

The National Govemment continued down the same track as the Fourth Labour 

Government and embarked upon the most significant changes to the nature and scope 

of the welfare state in New Zealand since the 1930s (Boston, 1992). The major 

initiatives included substantial cuts in benefit levels and other fOlIDS of income 
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support, greater targeting of social assistance and modifications in the method of 

targeting, and changes to the way in which the state provides social services - most 

notably in the areas of health care and housing. 

These changes have been justified on grounds such as high public debt, the need 

for fiscal investment, the weaknesses of the previous regime, and more efficient and 

effective delivery of services. Irrespective of the justification, the National 

Government has embarked on a marked shift in social policy which is aimed at 

providing only a modest safety net for those people unable to meet their own needs 

(Boston, 1992: 1). 

Business Influence 

The extent of business influence over the fonnation of public policy in New 

Zealand during the 1980s and 1990s is well documented (Deeks, 1992: 11; Goldfmch 

& Roper, 1993: Ch3; Roper, 1993: Ch8; Shirley, 1990a,b). Business associations and 

business leaders have enjoyed privileged access to ministers, Treasury and the 

Reserve Bank. There has been a free-flow of personnel between large corporations, 

business associations and private sector research agencies, on the one side, and 

Treasury, the Reserve Bank and other government departments on the other (Roper, 

1993: 151). 

Through personal links with key ministers rather than through fonnal institutional 

structures, top business executives were effectively drawn into the inner circle of 

economic and public policy-making (Deeks, 1992: 11). As a result of their 

appointments to various ministerial committees and key positions in the public sector, 

top executives were instrumental in the restructuring of the state and health sectors. 
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Prominent examples in the late 1980s include the Picot Report (1988) on education 

and the Gibbs Report (1989) on health (Goldfinch & Roper, 1993: 151). 

During the 1990s, waves of appointees, largely business people, were appointed 

either to the boards or as chief executives of Crown Research Institutes, Crown Health 

Enterprises, and Regional Health Authorities. These appointees are in powerful 

positions in which to implement and reproduce the New Right ideology, and to 

legitimise the place of major business interests in the public sector. 

Reduced Role of Social Policy 

Corresponding with the rise of business influence over the formation of public 

policy has been a decline of alternative policy advice from within the government and 

state sector bureaucracy. There is an absence of what Deeks (1992: 11) refers to as 

'Whitehall pluralism' whereby different government departments present a range of 

views to Cabinet and ministers. Consequently, opposition to the economic reforms 

has been weak and incoherent, with opponents being presented as a minority out of 

tune with mainstream economic thought (Haworth, 1992: 16). 

Shirley (1990: 145) expresses concern at the increased emphasis on economic 

policy as the major detenninant of national development, and the progressively 

reduced role of social policy within the market economy. In his view this artificial 

distinction between economic and social policy ignores the reality that the economy 

is, at its root, a manifestation of individual and social relationships. This latter notion, 

however, as noted in Chapter 2, is an anathema to the neo-liberalists who see the 

economy as a distinct self-regulating entity. Shirley (1990b: 145) and Peet (1992) 

argue that the welfare of a nation cannot be reduced to a naITOW economic construct 

as conveyed by the level of inflation or rate of economic growth. Rather, it is 



167 

detelnUned by the character and quality ofliving conditions, the way in which people 

are able to participate in the decision-making process, and other determinants of well

being such as work, fellowship and social solidarity. It is these fundamental qualities 

which have been severely undermined by the New Right. 

There is also a need to ask several important questions about the concept of 

economic growth. Is there a maximum or optimum size to which an economy can 

grow? Is economic growth achievable or even desirable? The major post-war 

objective of advanced industrial countries has been to achieve economic growth. In 

mainstream economic thought, the lack of such growth is seen as a sign of economic 

and political failure. In New Zealand, for example, the National Government and 

Labour party's election slogans in the 1993 general election campaign were 'Spirit of 

Recovery' and 'Jobs, Health, and Growth' respectively. 

Peet (1992) and others argue that the 'trickle-down' theory remains devoid of 

empirical validation. In many countries, the benefits of economic growth have gone 

to the rich and to the military in order to protect the status quo. Whereas the rich have 

an abundance of resources, the poor do not have enough material goods such as 

housing, clothing and food. For poverty to be alleviated, not only must there be 

physical growth in the resources available to the poor, so that they may simply live, 

but the affluent must give up some of their resources. Only then will there be room 

for the living standards of the poor to improve without stressing the total global 

environment beyond its limits. 

To argue that the wealth of the rich must grow in order to produce sufficient to 

redistribute it to the poor, is to perpetuate a system whereby the world's resources are 

controlled by a privileged few for their own benefit. According to Peet (1992), there 
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seems to be no alternative but to face up to the harsh reality of income and wealth 

redistribution nationally and internationally. The New Right ideology, however, is 

impervious to this argument and reject the notion of egalitarianism and redistributive 

social policy. 

5A Cultural and Ideological Offensive 

In a democracy, the process of economic refonn and reconstruction cannot take 

place by direct repression, but has to rely on an active cultural ideological offensive 

that can create a new consensus around a new set of values, beliefs and practices 

(Navarro, 1984: 16; Taylor, 1990: 4). The New Right have been very successful in 

mobilising a popular culture and political language focused around the 'common 

sense' notions of choice, freedom, efficiency and effectiveness, and the rights of the 

individual over and above notions of social justice, the community and 'welfare' 

(Taylor, 1990: 5-6). This success has been fuelled by an international growth in 

'consumerism', which feeds the deregulated free market institutions, and by the 

potency with which New Right political elites have been able to wield the tools of 

political discourse. On this latter point, Graber (1976: 197) states: 

"Political discussion is extremely important because it deals with the major 

problems of public life. It describes them and, in this process, shapes them. 

Verbal images become the major fonn in which political reality is grasped. 

They become the basis for official action or inaction, and for the public's 

feeling of optimism or pessimism, content or discontent, about the course 

of political life. 11 
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The language of the fi:ee-market also operates in a self-confllming, almost theological 

fashion. It is impervious and critical of alternative explanations and solutions, and to 

inquiries regarding the 'truth value' of its claims (Navano, 1984: 116; Taylor, 1990: 

6). 

In New Zealand, political elites have been in the forefront of the New Right 

cultural and ideological offensive. A speech to the New Plymouth Chamber of 

Commerce in 1992 by the Prime Minister, Mr Bolger, embodies the New Right 

commitment to individualism, the free market and the trickle-down theory. He said 

that those who created wealth were the country's salvation and should be treated as 

heroes, not pamsites. He suggested hero-worshipping winemakers, hoki fish resource 

developers, farmers, forestry investors, apple growers, tourism operators, 

manufacturers, and those who gave New Zealand priceless publicity when they 

attempted to win the Amelica Cup. He said that these are the people who will create 

wealth that will support education, health and social goals. The 1990s must be a 

decade of hard work, prudence, thrift and investment and New Zealanders will be 

rewarded fmancially and socially, he said (The Press, 20 July 1992). 

This view expressed by the Prime Minister was reinforced by the chanman of the 

Business Roundtable, Mr Douglas Myers, in a lecture to the MBA programme at the 

University of Canterbmy in November 1992. He said that New Zealand is in the 

international mainstream of rethinking the role of govemment, and that the moves to 

financial deregulation were in line with world trends. He criticised those groups who 

resisted policies which offered New Zealand the best chance in decades of a 

successful future. The poor, on average, have not got poorer and the lich have barely 

got richer compared with the progress all groups could expect with a decently 
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pelfonning economy. New Zealanders had to understand what was good government 

- a government dedicated to political and economic freedom, he said (The Press, 2 

November 1992: 6). 

The Business Roundtable also rebuked some church representatives for persistent 

attacks on the free market economy. The churches were accused of becoming a 

pressure group which corrodes democracy and advocates the discredited philosophy 

and concepts of socialism (The Press, 1992, 8 November: 6). In June 1993, the 

Business Roundtable hosted Father Robert Sirico from the United States. He worked 

for the Study of Religion and Liberty, an education foundation funded by wealthy 

business interests, and was, arguably, brought out in an election year specifically to 

give a religious underpinning to free-market economies. An outspoken church 

opponent of the free-market economy, the Reverend Jim Consedine, commented on 

Father Sirico's visit: 

tiThe Lone Ranger hit town recently. Like the archetypal American cowboy 

hero he came from nowhere to clean up a mess, stayed for a few high 

profile days, and rode off just as quickly into the setting sun" (The Press, 

1993, 23 June: 20). 

The monetarist macroeconomic strategy, market liberalisation and redesign of the 

welfare state, advocated by TreasU1Y, has had a major and deleterious impact on the 

lives of many New Zealanders. It has resulted in mass unemployment, falling real 

incomes, a deterioration in conditions of employment and job security, an increasingly 

unequal distribution of disposable income, an increase in povelty, higher user charges 

for education and health services, and the reduction of state housing support for low 

income eamers (Goldfmch & Roper, 1993: 68). 
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5.5 Social Effects of Free Market Policies 

It is not the purpose here to develop the argument relating to the contradictions 

and tensions between the government provision of public services and social welfare 

and free market theory. Rather, the concern is to offer evidence of the cost to 

particular groups in New Zealand of free market economics. In doing so, however, 

it is recognised that the social effects of free market policies and their causal 

relationships are not easy to identifY. (See Chapters 2 and 4 for further discussion on 

the relationship between socio-economic status and health status.) Nonetheless, these 

social effects, although complex and uneven, are also important and real. They are 

certainly not reducible to the na1l'OW social cost identified by some economists who 

tend to look only at the transactional financial costs to individual investors, 

corporations, or the business sector. Nor are they merely equivalent to the social cost 

of unemployment alone (Taylor, 1990: 12). 

Although some of the socio-economic trends predate and parallel the turbulent 

years of the 1980s and 1990s, the advance of the New Right has effectively 

undermined any coherent response to social upheaval and dislocation by creating an 

environment which encourages individual rather than collective action. Individuals 

and groups within society have been set against each other as they compete, not only 

for resources in education, employment and health (Shirley, 1990a: 380), but also for 

the necessities of life such as food, shelter and clothing. 

What have been the effects of a deregulated market economy in New Zealand 

from 1984? The lifting of restrictions on prices and wages saw real disposable wages 

fall by 10 percent between the June quarter of 1984 and the September quruter of 

1985. FUlthermore, real disposable wages by December 1987 were at the same level 
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as in September 1984 (Shirley, 1990: 373). In 1984 New Zealand's extelnal debt was 

$16 billion; by 1989 this rose to $40 billion (Shirley, 1990a: 358). 

The impact on the fanning sector was dramatic. Subsidies were withdrawn and 

land values dropped between 50 and 70 percent of government valuation. The price 

for New Zealand lamb fell from $24 in 1984-85 to $12 in 1985-86. Although two out 

of every three dollars earned overseas comes from agriculture, farm investment in 

1987 dropped to less than half what it was in 1985. The high interest and exchange 

rate policies meant that farmers could not maintain the fertility of the soil, a trend 

which will take some years to reverse. Lost sheep production in 1988 and 1989 cost 

the country $425m and lost beef production cost an extra $ 100m in the 1989 season 

alone (Shirley, 1990: 373). 

Census figures for 1986 showed that: there were 108,768 people registered 

unemployed; 50 percent of New Zealanders ealned less thaII $200 per week, while six 

percent earned more than $600 per week; 80 percent of the population earned or 

received less than $20,000 per annum; one in every three Maori under 20 years of age 

was unemployed; almost 15 percent of the Maori labour force were jobless; in all age 

groups more women than men were unemployed; women had an unemployment rate 

of nine percent, whereas for men it was 5.2 percent; 30 percent of working women 

worked part-time compared with 6.5 percent of working men; social welfare benefits 

boosted the median income by 40 percent; and men earned close to double the average 

income of women $15,104 compared with $7,641 respectively (Waldegrave & 

Coventry, 1987: 131). 

It is in the sphere of unemployment that the social effects of economic 

reslluctuIing al'e most obvious. From being a low unemployment nation in 1978, with 
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a rate of unemployment of only one percent, New Zealand has become, by OECD 

standards, a nation of high unemployment, with 13.7 percent registered as 

unemployed or on special training and work programmes by December 1988 (Shirley, 

1990a: 375). 

Between 1985 and 1991 only one sector showed strong employment growth; this 

was the finance, insurance and real estate sector where employment increased by 24.2 

percent. In comparison, Table 5.2 shows that during the same period over one-quarter 

of a million (294,500) people lost their jobs in the industrial sectors of agriculture 

(160,000), manufactming (82,000), building and construction (34,000), transport and 

commerce (15,000) and trades (3,500). 

Table 5.2: Job Loss by Industrial Sector Between 1985 and 1991 

Sector Jobs Lost 

Agriculture 160,000 

Manufacturing 82,000 

Building & Construction 34,000 

Transport & Commerce 15,000 

Trades 3,500 

TOTAL 294,500 

Source: Data from Signpost, 1992, December: 4 

There has been a marked transformation of full-time jobs into part-time jobs. Male 

employment fell by eight percent between 1986 and 1990, but the fall in male full

time employment was actually 10.4 percent, and was offset by a 30.2 percent rise in 

part-time employment. The female pattelTI was similar, although not as severe. 

Female employment fell by just 0.1 percent, but the drop in full-time employment was 

4.7 percent and part-time employment increased by 9.6 percent. The total drop in 
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employment during the period December 1985 and December 1990 was roughly six 

percent an average job loss rate of 1.2 percent annually. The number of 

apprenticeships between 1984 and 1990 dropped by 15 percent (Brosnan & Rea, 

1992: 196, 217). 

In the production and labouring sectors, between 1985 and 1990, 23 percent of 

male workers and over 40 percent of female workers lost their jobs. Furthermore, 

about one-filth the number of males employed in clerical work lost their jobs. 

Although the number of clerical jobs held by women actually increased, this increase 

was due to the transfOlmation of full-time jobs into part-time jobs (Brosnan & Rea, 

1992: 199, 207). In the forestry industry alone, 8,000 jobs were lost and more than 

70 sawmills were closed (Shirley, 1990a: 374). 

As at March 1990 one out of nine people in the labour force were unemployed 

and in some areas, such as Whangarei, this figure was one in five. Employment in the 

manufacturing industry was down 18 to 20 percent from what it was in 1984 (Shirley, 

1990: 374). Until 1985, the absolute levels of unemployment in both the rural and 

urban centres were on par. After 1985, however, registered unemployment rose 

sharply in the regions, doubling and trebling in a matter of years (Shirley, 1990a: 

375). 

According to the 1992 Department of Social Welfare Annual Report, about one

quarter of the New Zealand population is on welfare benefits or a pension. During 

1991-92 there were 170,367 unemployment benefits and 96,722 domestic purposes 

benefits paid. The total benefit spending was nearly $10 billion (The Press, 1992,22 

October: 11). 
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Over a quarter of the workforce have no fonnal qualifications (Minister of 

Finance, 1992, 2 July: 58). Table 5.3 shows that at the end of January 1993, nearly 

85,000 registered unemployed were eligible for the Training Opportunities 

Programme (that is, people with less than three School Certificate passes or no fonnal 

qualifications who have been unemployed for 26 weeks or more excluding vacation 

workers) (Hansard Supplement 23, 1993: Q115, 6166-67). Of this group, about half 

(51.3 percent) are over 30 years of age, 39.3 percent are aged between 20-29, and 9.6 

percent are in the 15-19 age group (Hansard Supplement 23, 1993). 

Table 5.3: Registered Unemployed, by Age Group, Eligible for Training 
Opportunities Programme (as at January 1994) 

Age Group Total % 

15-19 years 8,137 (9.6) 

20-24 years 18,817 (22.2) 

25-29 years 14,521 (17.1) 

30-39 years 21,199 (25.0) 

40-59 years 21,995 (26.0) 

60+ years 240 (0.3) 

84,909 

Source: Data from Hansard Supplement 23, 1993: Q 115, 
6166-67. 

The Council of Trade Unions claim that since the National Government came to 

power in 1990, there has been a loss of 53,700 full-time equivalent jobs (The Press, 

1992, 19 November: 6). Registered unemployment by July 1992 had risen to over 

200,000, one-third of whom had been unemployed for more than 12 months (Minister 

of Finance, 1992, 2 July: 9). As registered unemployment has risen, so too has the 

proportion of the long-tenn unemployed. Duration of unemployment in 1989 and 
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1992 is shown in Table 5.4. This shows that in 1992 one-third of those registered 

were unemployed for 12 months or longer, compared to 21 percent in 1989. 

Table 5.4: Duration of Unemployment in 1989 and 1992 

Duration of Unemployment 

Year Under 6 months 6-12 months 12+ months 
0/0 0/0 % 

1989 53 26 21 

1992 45 22 33 

Source: Data from Minister of Finance, 1992,2 July: 58. 

The regions most affected by unemployment are those areas where there is a high 

Maori population, The negative employment statistics favour Maori and Pacific 

Island people, while both Polynesian and non-Maori women carry the load of 

hardship (Waldegrave & Coventry, 1987: 131), The prop0l1ion of the Maori working 

age population in paid employment, between March 1987 and March 1989, dropped 

from 74 to 57 percent for Maori men and from 47 to 38 percent for Maori women. 

This contraction represents a shedding of one-fIfth of the actively employed Maori 

work-force in just two years (Shirley, 1990a: 375). 

Given that Maori workers, on average, have the lowest incomes when employed, 

they are less likely to have accumulated savings to withstand periods of 

unemployment. Thus, the deteriorating employment situation has seriously 

disadvantaged the Maori, at a time when the state is also withdrawing its social 

programmes (Shirley,1990a: 377). 

Maori and Pacific Island pm1icipation in education and training is relatively low, 

and their educational, employment and income levels m'e clUTently among the poorest. 
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Maori secondary school educational attainment levels compared with all school 

leavers is shown in Table 5.5. About 38 percent of Maori schoolleavers secure no 

school qualifications compared to 16.5 percent of all schoolleavers. Although more 

Maori obtained School Certificate (26.1 percent) compared to all schoolleavers (20.4 

percent), their attainment levels beyond School Certificate gets worse at each 

subsequent level, with only 4.3 percent gaining University Bursary compared to 18.7 

percent of all schoolleavers. 

Table 5.5: Maori Secondary School Attainment Levels Compared with 
All School Leaven 

Qualifications All School Leavers Maori School Leavers 
% 0/0 

No qualifications 16.5 37.9 

School Certificate 20.4 26.1 

Sixth Fonn Certificate 29.7 23.3 

Higher School Certificate 14.7 8.3 

University Bursary 18.7 4.3 

Source: Data from Minister of Finance, 1992,2 July: 51. 

Similar disparities are evident in unemployment rates between young workers 

aged 15 to 19. In December 1987, 30 percent of Maori youth and eight percent of 

Pakeha youth were unemployed (Shirley, 1990a: 375). Between March 1991 and 

June 1992 the unemployment rate of young people (15 to 19 years) had risen from 21 

percent to 23.6 percent (The Press, 1993, 19 September: 17). In the March 1993 

quarter, of an estimated 270,000 in the 15-19 age group, 39 percent were employed, 

12 percent were unemployed and 49 percent were not in the labour force. Of the 

estimated 276,400 in the 20-24 age group, 66 percent were employed, 13 percent 
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were unemployed and 21 percent were not in the labour force. Of those registered as 

unemployed in both age groups, the majority were female (MinistIy of Youth Affairs, 

1993). 

The Government ignored a Labour DepartInent report, dated April 1991, in 

which warnings were given regarding the lack of a minimum youth wage. The report 

predicted that the Government's policy would result in lower wages, further adult job 

losses, reduced incentives for young people to take jobs, inducements to stay on work 

programmes and increased unemployment. As the wages for youth workers 

decreased, employers would have cause to substitute youth workers for older workers. 

Youth workers would, in tum, be laid off when they reached adulthood (The Press, 

1993, 17 September: 6). These predictions by the Labour Department have come to 

fruition. For example there are repOlts of sedous exploitation of some young workers 

- especially those under 18 years who have been made ineligible for the 

unemployment benefit and will do almost anything to earn some money. The Press 

(1993, 19 September: 17) reported that a young person in Tauranga had been 

employed at a rate of $1. 90 an hour - $114 for 60 hours, deducting $17.01 for tax, 

leaving a balance of $96.99. It was not until February 1994 that the Government, 

throughintemal party pressure, introduced a minimum youth wage of $147.20 for a 

40-hour week, equivalent to $3.68 an hour (The Press, 1994, 10 February: 1). 

The process of labour market deregulation steadily progressed through the late 

1980s and early 1990s, culminating in the Employment Contracts Act (1991). 

Although the Employment ContI'acts Act has advantaged some groups in society, it 

has also allowed some employers to offer sub-standard employment. Brosnan and 

Rea (1992: 219) predicted that a greater amount of employment under the 
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Employment Contracts Act would be characterised by low wages, insecure 

employment, arbitrary discipline and no incentive for industry training. With regard 

to wages this prediction has come to fruition. Research results from the Victoria 

University Industrial Relations Centre show that wages have hardly moved since the 

introduction of the Employment Contracts Act. This study covered about 10 percent 

of the workforce (119,000 workers) and was based on 1053 employment contracts 

from businesses of varying sizes (The Press, 1992, 19 November: 6). Results showed 

that: 

41 81 percent of respondents had no change in take-home pay. 

s Average wages had risen only 0.1 percent in contracts settled under the new 

Act. 

II Large employers (500 plus) were less likely to have granted wage rises than 

smaller employers. 

41 Nearly 50 percent of the contracts studied allowed for a nil increase or a 

drop in wages. 

II The minimum wage applying in contI'acts was dropping slightly, with 50 

percent of contracts now containing a rate of $328 per week or less. 

II 51 percent of the workers covered by the survey had contracts with hourly 

wages of $8 per hour or less. 

II Twelve contracts were found to provide less than the statutory minimum 

wage of $245 per week 

The Employment Contracts Act (1991) and the National Government's stated 

commitment to full employment has come under international scrutiny. The 

International Labour Organisation (ILO) Standards Committee in 1993 requested 
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further infonnation from the Govemment regarding its compliance with ILO 

employment policy conventions (Hansard, 1993, 83, 27 July-29 July: Q3, 17017). 

Subsequently, a delegation from the ILO visited New Zealand in 1994 to review the 

implications of the Employment Contracts Act in relation to these conventions. 

A decade of economic monetarism has also witnessed an increased social 

polarisation between the rich and the poor and the have's and the have-not's. The 

August 1987 tax cuts and the April 1991 benefit cuts resulted in the top 20 percent 

of income eamers increasing their disposable income by seven percent. Meanwhile 

the lowest 20 percent of income eamers experienced a drop in disposable income of 

29 percent. Beneficiaries, those on the lowest income of all, were effectively taxed, 

in some cases, up to an extra 24.9 percent (The Press, 1993,23 June: 20). 

As at July 1993, there were an estimated 300 food banks operating in New 

Zealand, with about 35,000 households a month receiving food bank assistance, at a 

cost of $21 million a year. It is also estimated that between 66 and 85 percent of food 

bank clients do not have enough income to live on, and between 15 and 33 percent 

mismanage their income. The majority of food banks are church-based but also 

include non-church groups and city council initiatives. For example, the Manukau 

city council employs a community worker who is responsible for coordinating the 

provision of meals at schools. Each week in Manukau 400 children, at 22 schools, 

are provided with lunch. ill Waitara, food bank lunches are provided in three primary 

schools (New Zealand Council of Social Services and New Zealand Council of 

Christian Social Services, 1993: 10-11). These growing political, social and 

economic inequalities, outside and within the health care sector, are analysed in more 

detail in Chapters 6. 
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5.6 Conclusion 

In order to explain the ideologies and institutions comprising the health care 

system we requiTe, fITst, some understanding of events in related sectors of the 

economy. This chapter covered a brief and broad analysis of socio-economic reform 

in New Zealand from 1984. Since the Second World War, New Zealand's economic 

policy has undergone radical changes - from social democratic Keynesianism to New 

Right monetarism. Over the last decade, there has been an almost total, some would 

say theological, preoccupation with the economy which has permeated through all 

levels of government, bureaucracy, the media and society. 

New Right monetarism was seized with vigour and fervour by Treasury, the 

Business Roundtable, and the fmancial and business sectors. These have been 

followed by a cadre ofbmeaucrats and professionals who have protected, promoted, 

and implemented the New Right ideology at a popular cultural level. This ideology 

has been hostile to the welfare state and encouraged individualism, competition and 

affluence. 

Yet there has been little thought or debate given to how these major changes 

have affected, and will continue to affect, social policy and particular groups in 

society. There is an inescapable connection between negative social trends in New 

Zealand since 1984 and the advance of the New Right. Individuals and groups within 

society have been set against each other as they compete not only for resomces in 

health, education and employment, but also for the basic necessities of life. The 

adoption ofneo-liberalism and the redesign of the welfare state, then, has had a major 

and deleterious impact on the lives of many New Zealanders across all sectors of 
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society - employment, health, education, income and wealth, youth, poverty, violence 

and crime, and equal employment opportunity. 



CHAPTER SIX 

POLITICAL ECONOMY OF HEALTH CARE 
IN NEW ZEALAND 
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A major theme throughout this thesis is that health care is the dialectical result 

of forces outside and within the health care system, with the former having greater 

influence than the latter. Thus, Chapters 4 and 5 were presented in juxtapose. 

Whereas Chapter 4 looked largely at factors within the health care system, Chapter 

5 looked at the wider socio-economic context. This chapter explores in more depth 

some of the linkages and relationships between factors outside and within the health 

care system. Although it is not feasible here to examine all the complex detenninants 

of health care, there are several factors related to broader patterns of control or power 

and inequalities which warrant more detailed analysis. In this chapter I will examine 

the factors of social class, wealth and income, ownership and business influence. 

Cutting across all of these factors, as shown in Chapters 4 and 5, are gender, ethnicity, 

health status, and regional and resource inequalities. 

I have chosen these factors for two major reasons. First, they were identified as 

key modifying factors in the conceptual model which I proposed in Chapter 2 (see 

Figure 2.6). Whereas social class, wealth and income, and ownership were critical 

in influencing health status or outcomes (see also Chapter 4), power relations were 

influential across the whole of the model influencing the political-economic system, 

the health care system and health status or outcomes. In this chapter I focus on a 

particular aspect of power relations - the influence of the business sector on the health 
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care system. This perspective was discussed in Chapter 2 (Section 2.7) in relation to 

both Alford's (1975) structural category of 'corporate rationalisers' and the influence 

of contemporary managerialism (which represents a combination of the market and 

bureaucratic approaches). 

A second reason is that there is a great deal of uncertainty regarding the future 

direction of the New Zealand health care system (see Chapter 4), particularly with 

regards to ownership, control and the formulation of policy. This chapter attempts to 

explore these uncertainties and the issues or implications arising from them in more 

depth. 

6.1 Social Class, Wealth and Income 

A key question in any society is who owns and controls the income and wealth 

of that society? An analysis of the social structure of New Zealand shows that there 

are social classes in this country (Wilkes, Davis, Tait, and Chrisp, 1984; Wilkes, 

1990). Table 6.1 outlines a model of class structure in New Zealand by Wilkes et al. 

(1984). At the top of the three major social classes are the bourgeoisie (2.9 percent) 

followed by the petty bourgeoisie (9 percent) and, at the other extreme of the social 

spectmm, the proletariat (34.7 percent). Situated between the major social classes are 

what Wilkes et al. (1984) refer to as 'contradictOlY locations'. These comprise over 

half (53.4 percent) of the total work population. Located between the bourgeoisie and 

proletariat are managers and supervisors. These make up the largest group comprising 

of39.2 percent of the workforce. Small employees (8 percent) are placed between the 

bourgeoisie, and the petty bourgeoisie and semi-autonomous employees (6.2 percent) 

are located between the petty bourgeoisie and the proletariat. 
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Table 6.1: The New Zealand Class Structure 

Capitalist mode 
of Production 

Simple Commodity 
Production 

! 

Bourgeoisie 
2.9% 

Male 2.3 
Female 0.7 

r-------------------, 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Managers & 
Supervisors 

39.2% 
Male 27.7 

Female 11.4 
~-------------------

Proletariat 
34.7% 

Male 17.0 
Female = 17.7 

r------------------------I 
I I 

I Small Employers I 
: 8.0% : 
I I 

: Males = 6 : 
I I I Females = 2 : L ________________________ I 

r----------------------------I 
I I 

: Semi-Autonomous I 
I I I Employees/Wage Earners : 
I 6.2% : 
I I 
: Males 2.8 : 
: Females = 3.4 : 
I I L ____________________________ I 

1 

Petty 
Bourgeoisie 

9.0% 
Male = 6.2 

Female = 2.9 

Classes (46.6%) 

Contradictory Locations (53.4%) 

Definitions: 

Bourgeoisie: . 

Small Employers: 

Petty Bourgeoisie: 

Managers and 
Supervisors: 

Semi-Autonomous 
EmployeeslVVage 
Earners: 

Proletariat: 

Owner or part-owner of business with at least 10 employees. 

Owner or part-owner of business with 2 to 9 employees. 

Self-employed or owner or part-owner of business with only 1 employee. 

Participate in decision-making, task supervision for more than 1 employee. 

Moderate or high autonomy in their work. No real supervisory function. 

No real supervisory function and low or no autonomy. 

Source: Adapted from Wilkes, Davis, Tait & Chrisp (1984: 11) 
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These social classes are highly differentiated according to gender and ethnicity. 

Table 6.1 shows that in the upper and middle classes women are under-represented, 

accounting for only 0.7 percent of the bourgeoisie, 11.4 percent of managers and 

supervisors, two percent of small employees and 2.9 percent of the petty bourgeoisie. 

Women are, however, concentrated in the lower classes accounting for 17.7 percent 

of the proletariat and 3.4 percent of semi-autonomous employees. 

The ethnicity of these social classes is shown in Table 6.2. Maori have only 

nominal representation in the owning classes, accounting for 0.1 percent of the 

bourgeoisie, small employees, and petty bourgeoisie respectively, whereas Pacific 

Islanders have no representation. 'Other' ethnic groups also have only a nominal but 

slightly larger representation in the owning classes, particularly in the petty 

bourgeoisie (1.5 percent). Maori, Pacific Island and 'other' ethnic groups are 

concentrated in the proletariat (3.4 percent, 1.6 percent, 4.8 percent respectively) and 

managers and supervisors (2.3 percent, 0.8 percent, 5.7 percent respectively), with 

only nominal representation in the semi-autonomous employee class (0.4 percent, 0.1 

percent, and 0.9 percent respectively). 

Table 6.2 Class by Ethnicity in New Zealand 

Class Pakeha Maori Pacific Other Total 
% % Islanders % % 

% 

Bourgeoisie 2.7 i 0.1 0.0 0.2 3.0 

Small employers 7.1 0.1 I 0.0 0.8 8.0 

Petty bourgeoisie 7.5 0.1 0.0 1.5 9.1 

Managers and Supervisors 30.4 2.3 0.8 5.7 39.2 

Semi-autonomous Employees 4.8 0.4 0.1 0.9 
I 

6.2 

Proletariat 25.0 3.4 1.6 4.8 34.8 

Source: Adapted from Wilkes, Davis, Tait & Chrisp (1984): 26 
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The distribution of class by urban and rural regions is shown in Table 6.3. 

Although over two-thirds (67.2 percent) of the working population is concentrated in 

the main urban areas (30,000 + population), the owning classes are represented 

highest in the rural communities (9.4 percent) compared to 7.9 percent in the main 

urban areas. 

Although the owning classes are represented highest in the rural communities, 

New Zealand's regional structure is dominated by the Auckland province, which now 

contains the greatest concentration of population of any of the nation's regions. 

Population growth over the present century has been uneven, with rapid growth in 

Auckland, central North Island and Bay of Plenty, but slow growth, or actual 

population loss, in areas such as Otago, the West Coast of the South Island, the East 

Cape, Wanganui and the King Country (pearson & Thoms, 1983: 86). Of the ten new 

entrants to appear on the National Business Review 1992 rich list, four are from the 

South Island, five from the North Island, and one lives mainly in New York. No 

women appear in their own right on the list of 49 separate entries nor any Maori, 

Pacific Islanders, or Asians. The 1992 list had a total value of $3.9 billion (National 

Business Review, 21 August 1992: 2). 

The distribution of wealth and income closely follows these class lines. Table 

6.4 shows that in 1992-93 nearly two-thirds (65.2 percent) of income earners earned 

only $20,000 or less. Moreover, 94.7 percent of income eruners eruned between $0-

50,000 and paid 74.3 percent of the total tax. Those workers who earned over 

$50,000 (5.3 percent) paid 25.7 percent of the total tax (Dalziel, 1993: 10). 



Table 6.3 New Zealand Urban and Rural Regions by Class 

Class Main Urban Secondary Urban Minor Urban Rural 
30,000 + popn. 10,000-30,000 1,000-10,000 < 1,000 popn 

% % % % 

Bourgeoisie 1.3 0.4 0.5 0.8 

Small employers 2.6 0.4 0.4 4.6 

Petty bourgeoisie 4.0 0.7 0:3 4.0 

Managers and 30.1 2.7 3.5 3.0 
Supervisors 

Semi -autonomous 4.4 0.7 0.3 0.8 
Employee 

Proletariat 24.8 2.3 2.9 4.8 

TOTAL 67.2 7.2 7.9 18.0 

Source: Adapted from Wilkes, Davis, Tait & Chrisp (1984): 24 

TOTAL 

% 

3.0 

8.0 

9.0 

39.2 

6.2 

34.8 

,..... 
00 
00 
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Compared to low income earners, companies only paid about half the tax 

contribution in 1992-93. Low income earners paid $4.2 billion in tax compared to 

companies $2.2 billion. According to the Council of Trade Unions, this company 

share of the tax burden was only a third of what it was in the 1960s (The Press, 28 

July 1993: 3). Some executives earn more in bonuses than what the majority of 

working New Zealanders earn in a year. For example, the top 13 executives of 

Electricorp for the 1991-92 fmandal year received total bonuses of $356,457 or an 

average of $27,420 each (Hansard Supplement 21, 1992, Q32: 8755). 

Table 6.4 Income and Income Tax in New Zealand 1992-1993 

In.come Range Number % Total Tax % 

$ (OOOs) $m 

0-20,000 1,775 65.2 4,175 30.0 

20,000 - 50,000 802 29.5 6,169 44.3 

50,000 - 70,000 85 3.1 1,376 9.9 

70,000+ 60 2.2 2,197 15.8 

TQ'T.A.L 2,722 100.0 13,916 100.0 

Source: Adapted from Dalziel (1993): 10 

Salary bands published by the State Services Commission in 1994 showed chief 

executive salaries in the public sector ranged from $170,000-$180,000 for the State 

Services Commissioner and Head of Treasury, to $80,000-$90,000 for the chief 

executives of smaller departments such as the Ministry of Women's Affairs. In late 

May 1995 it was announced that chief executives in the public sector were in line for 

a 20 percent pay increase, taking top chief executives' salaries up to about $216,000 

per year. This is in comparison to the one percent average pay rise for Public Service 

Association members in 1994 (The New Zealand Herald, 30 May 1995: 1). 
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The 1991 New Zealand Census showed that within the total population the 

following groups had income under $20,000: 76 percent of women, 52 percent of 

me~ 59 percent of one parent families and eight percent of two parent families. For 

the Maori popu1atio~ this situation is even worse: 85 percent of women, 67 percent 

of me~ 80 percent of one parent families, and 16 percent of two parent families had 

incomes under $20,000 (Barwick, 1992: 9). There is concern about the widening pay 

gap between men and wome~ with women's pay dropping behind that of men. In the 

year to February 1993 the difference in hourly rates between male and female 

earnings widened 0.7 percent, increasing to 1.7 percent in some female intensive 

industries. Furthennore, weekly overtime pay for women dropped nearly 7.5 percent 

compared with a two percent increase for men (The Press, 9 July 1993: 11). 

There is evidence of an increase in child poverty. A report on child poverty by 

the Council of Christian Social Services in 1993 warned the Government of dire 

consequences if the increased incidence and severity of child poverty is not addressed. 

The report's main points were (The Press, 29 June 1993: 1): 

.. Over 250,000 children are now dependent on social benefits. Between 1989 

and 1992 the number of children in low income households increased by 31 

percent. 

.. In October 1992, 37,588 children and young people, under 18 years of age, 

belonged to families on special benefits. By definition, these families were 

at least $20.00 short in their budget for essential items each week. 

.. In the year to March 1993, despite prices rising 1.7 percent, spending by 

one-parent families (among the most vulnerable to benefit cuts) fell 13.5 

percent. 
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.. Demand for Salvation Anny emergency food parcels increased by one-third 

(32.7 percent) in the three months to March 1993. 

This concern by the Council of Christian Social Services was also shared by Plunket 

nurses who have observed many babies being reared without adequate warmth and 

clothing, and presenting with higher incidence of diseases (Hansard 80, 22 June 1993: 

16468). 

A survey of 21 schools in Manurewa showed that 19 school principals had 

experienced increased poverty in their school and community, and 20 schools reported 

many or some requests to classroom teachers for assistance relating to poverty and 

social services. A big increase in transient families as a result of not being able to 

meet market rates for house rentals is also noted (Hansard 80, 22 June 1993: 16468). 

Some secondary school students are working up to 35 hours a week for as little as 

$1.00 per hour (The Press, 27 August 1993: 7). 

In 1992, 5,128 women and 7,779 children stayed in refuges. A further 6,638 

women were helped in the community and another 725 women were readmitted to 

refuges for a second or subsequent time. More than half of the children coming into 

refuges had suffered physical abuse, and one in eight children had been sexually 

abused (The Press, 26 July 1993: 7). In 1993, three-quarters of all the inmates in New 

Zealand prisons had been convicted of some type of offence before the age of 20 (The 

Press, 2 January 1993: 8). 

Two-thirds of Maori, compared to about one-quarter of all New Zealanders, are 

living in crowded accommodation, defmed as more than one adult per room -

excluding toilet, laundry, and bathroom. Less than 50 percent of Maori people own 

their own home, compared to 75 percent of non-Maori, and 23 percent of Maori 
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households consist of sole parents compared with nine percent of non-Maori (Nuthall, 

1992: 53). 

Major differences in morbidity and mortality between Maori and non-Maori in 

New Zealand were noted in Chapter 4. Many of these differences stem, in part, from 

the differences in socio-economic status mentioned in chapters throughout this thesis. 

Maori and Pacific Islanders are also under-represented politically. At present there 

are six Maori Members of Parliament (MPs) - four Maori electorate and two general 

electorate seats. The four Maori electorate MPs represent 431,000 Maori, around 

108,000 each - several times the average size of a general electorate (Henderson, 

1992: 174). Although the relationship between negative health and socio-economic 

indicators and political representation is problematic, it is likely that with increased 

political representation the social, education, economic and health needs of Maori and 

Pacific Islanders would be better addressed.· In the new mixed member proportional 

(MMP) electorate boundaries, announced on the 28 April 1995, the Maori electorate 

seats were increased to five - four in the North Island and one in the South Island 

(which includes the lower west regions of the North Island) (The Dominion, 1995,28 

April: 7). 

Pacific Islanders have, arguably, been the hardest hit by the econOIruc 

restructuring between 1986 to 1991. They have been concentrated in the most 

vulnerable sectors of the economy - manufacturing, production and labouring. The 

unemployment rate among Pacific Islanders during this period increased from 12 

percent in 1986 to 28 percent in 1991. In particular their youth have been hit hard by 

unemployment 53 percent of the 15 to 19 year age group and one-third of the 20 to 

24 year age group were without work in 1991. Full-time employment among Pacific 
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Islanders fell by 13 percent between 1986 and 1991. Employment among Tongans 

and Fijians (including Indian Fijians) grew 20 percent and 4 percent respectively but 

dropped among Tokelauans (13 percent) and Niueans (18 percent) (The Press, 17 

March, 1994: 7). 

Health Sector 

These patterns of social class, wealth and income along with gender, ethnicity, 

health status, and regional and resource inequalities are clearly reflected in the health 

sector. This latter group of inequalities has aheady been highlighted and discussed 

in Chapter 4, so I will twn directly to that of social class, wealth and income. Before 

doing so, however, I would like to reiterate my comments in Chapter 4 about the 

scarcity of health workforce data. Commercial sensitivity, individual contracts, lack 

of coordination between the new health structures, splintered union representation, 

high tumover of staff, lack of infrastructure and lost corporate knowledge have 

contributed to a scarcity in health workforce information, and difficulty in being able 

to access the information which is available. 

Chapter 2 noted that the health workforce in western industrialised countries is 

a mirror image of the class structure in those societies. The New Zealand health care 

workforce is no exception. In Table 6.5 I have used Wilkes et aL (1984: 11) model 

of the New Zealand class structure, described earlier in this chapter, and 

superimposed the health workforce into each social class. At the top are the owners 

and controllers of the health institutions. These are equivalent to the bourgeoisie and 

consist of owners or pro.1-owners, the medical profession, boards of directors and 

senior managers. This group has access to a wider base of political and social power 

and is predominantly male. 
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Table 6.5: Class Structure of the New Zealand Health Workforce 

Social Classes Health Workforce Dominant se~1 
Bourgeoisie Owners or controllers of the decision-making Male 

bodies of the health institutions. Includes 
owners, part-owners, the medical profession, 
boards of directors, senior managers/executives. 

Small Employerl Health professionals established in the private Male 
Petty Bourgeoisie sector. Includes GPs, dentists, pharmacists, 

opticians, podiatrists, physiotherapists, dental 
technicians, psychologists, chiropractors. _. 

Managers and Middle managers, administrators; senior nursing Male 
Supervisors and allied health staff; supervisors in trades, 

domestic and food services, scientists, teaching 
staff. 

Semi-Autonomous Registered nurses and allied health professionals, MalelF emale 
Employees skilled tradespeople and technicians, advisors, 

scientists/researchers, some corporate staff, senior 
secretaries. 

Proletariat Unregistered nurses and allied health staff, artisan Female 
staff, domestic, food, orderlies, transport, 
secretaries, clerical, caregivers. 

Below the bourgeoisie are the health professionals with smaller businesses in the 

health sector. These are equivalent to small employers/petty bourgeoisie and include 

general practitioners (GPs), dentists, pharmacists, opticians, podiatrists, physio-

therapists, dental technicians, psychologists and chiropractors. This group is 

predominantly male. Parallel with and perhaps slightly under this group are the 

managers and supervisors. These include middle managers, administrators, senior 

nursing and allied health staff, supervisors in trades, domestic and food services, and 

senior scientists and teaching staff. This group is also predominantly male. Beneath 

the managers and supervisors are registered nurses and allied health professionals, 

skilled tradespeople and technicians, advisors, scientists/ researchers, senior 

secretaries and some corporate staff. This group is equivalent to semi-autonomous 
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employees and are predominantly female, but the gap between female and male is not 

as large as with the other groups. 

Underneath the semi-autonomous employees, and very much below all the other 

groups, are the proletariat. These include unregistered nurses and allied health staff; 

artisan, food, domestic, orderly and transport staff; secretaries, clerical staff, patient 

affairs and caregivers. This group is predominantly female. 

There are scant, if any, published statistics relating to the ethnicity of the various 

occupational groups within the health sector. There is no reason to believe, however, 

that these occupational groups, like other occupations in general, are not highly 

differentiated according to ethnicity. They certainly are regarding gender. Thus, 

Maori and Pacific Islanders would have only nominal representation as controllers of 

the decision-making bodies of the health institutions, with only slightly larger 

representation in the middle groups, but high representation in the proletariat group. 

Interestingly, the Department of Health publication on the New Zealand Health 

Workforce (1991) makes absolutely no mention of ethnicity. It is acknowledged that 

the gathering of such information is difficult, but to make no mention of ethnicity, 

even as a footnote, is an omission which would beg the question: is the representation 

of Maori and Pacific Islanders at the decision-making and professional levels in the 

health services so low that it is politically embarrassing? 

Chapter 4 noted the wide numerical and gender differences between the various 

health professional occupations. Most striking is that the dominant medical profession 

accooots for less than 11 percent of the total health care professionals, whilst the less 

influential nursing profession accounts for over three-qua11ers. A survey of 

occupational prestige in Australia lends support to the numerical and gender 
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difference noted here. Daniel (1983) smveyed over 1,000 occupations on a scale from 

one (high prestige) to seven (low prestige). Table 6.6 shows that the male dominated 

professions in Australia medical specialist (1.5), general practitioner (1.8) and 

dentist (2.3) - have greater prestige than the predominantly female professions. 

Table 6.6: Occupational Prestige Scale and Gender Structure 
of Australian and New Zealand Health Professionals 

Category Prestige Rating'" Dominant Sex Dominant Sex 
Australia Australia New Zealand 

Medical Specialist 1.5 Male Male 
General Practitioner (medical) 1.8 Male Male 
Dentist 2.3 Male Male 
Director of Nursing Services 2.8 Female Female+ 
Physiotherapist 3.2 Female Female+ 
Social Worker 3.5 Female Female+ 
Speech Therapist 3.5 Female Female+ 
Occupational Therapist 3.6 Female Female 
Nurse Registered 3.8 Female Female 
Dental Therapist 4.2 Female Female+ 
Orthoptist 4.2 Female -

(+ estimate) 

Source: *Adapted from Daniel (1983) in Palmer & Short (1989): 125. 

If we look at income disttibution in the health sector, we fmd a similar pattern 

as for society in general. Although, once again, there is a scarcity of infOlmation in 

this area. There are wide disparities in income levels between the top and bottom 

social class groups in the health sector. Furthelmore, as in the private sector, this gap 

is widening. At the low end, some health workers erun between $18,000·$20,000. 

In the middle are the bulk of workers who earn between $20,000-$30,000. Then there 

are a smaller group of middle managers and clinicians, and staff who work penal time, 

who earn between $30,000·$45,000, and an even smaller group still who may erun up 

to $60,000. In comparison some specialists in the plivate sector in the Auckland 
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region are said to be earning in excess of $1 million gross (public Service Association, 

1995). 

Apparently 356 senior staff in 22 CHEs were earning more than $100,000, with 

Auckland Healthcare having 46 staff earning $130,000 each (The Press, 8 August 

1994: 8). This is despite CHE fmancial troubles that have prompted massive 

government bailouts totalling more than $1 billion, and the closure or threatened 

closure of some hospitals which are struggling to retain a fair level of funding. 

The directors of the RHAs and CHEs were reportedly receiving $500 a day, 

rising to $750 a day for chairpersons (The Press, 30 November 1992: 1). Retirement 

payments to Medic Aid directors, under former owner Manchester Unity, totalled 

$1.28 million. These payments ranged from $62,100 to $152,000 to $428,144 (The 

Press, 11 May 1994: 28). 

6.2 Ownership 

An already established and growing presence of overseas involvement, combined 

with the effects of globalisation, deregulation, and industrial and state-sector 

restructuring in the last decade, has changed the ownership structure of New Zealand 

capital (Pearson & Thoms, 1983; Haworth, 1992: Ch.2) in three major ways. The 

first change is in the increased level of ownership and equity in telIDS of overseas 

takeovers and overseas companies commencing business in New Zealand. Table 6.7 

shows that approved overseas takeovers in New Zealand between 1976 and 1989 

increased by over 400 percent. The outstanding investor was Australia accounting for 

43.9 percent of the total takeovers, followed by the United Kingdom (12.6%), others 

(10.5%) and the United States (8.7%). Australian takeovers dropped slightly in the 
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1980-84 period (-6.5%) but increased markedly in the 1985-89 period (+16.70/0). 

United Kingdom presence shows a steady decline during 1980-89 (-14.70/0). United 

States' interests increased slightly during 1980-84 (+ 1.6%) but dropped 4.2 percent 

over the next five years. Japanese takeovers, although small in number, show a slight 

increase over the 1985-89 period (+ 1.7%). Hong Kong companies did not enter the 

New Zealand market until 1985, but accounted for 2.7 percent of the takeovers in the 

1985-89 period. West Germany's presence, albeit small in number, shows a gradual 

decline from 1980 to 1989 of 0.8 percent. Over the 15 year period, 92 percent of 

overseas companies with a presence in New Zealand had company stakeholdings of 

50 percent or over. 

Table 6.7: Approved Overseas Takeovers in New Zealand (1975-89) 

Direct 1975-79 % 1980-84 % 1985-89 % Total 0/0 

Ownership 

Australia 252 38.5 348 32.0 1691 48.7 2291 43.9 

United Kingdom 159 24.3 166 15.3 332 9.6 657 12.6 

United States 66 10.1 127 11.7 
! 

260 7.5 453 8.7 

Japan 8 1.2 12 1.1 98 2.8 ll8 2.3 

Hong Kong NA - NA - 93 2.7 93 1.8 

West Gennany 9 1.4 13 1.2 19 0.6 41 0.8 

Others 80 12.2 122 11.2 343 9.9 545 W.5 

New Zealand 80 12.2 298 27.4 638 18.4 1016 19.5 

TOTAL 654 1086 3474 5214 

% Overseas Ownership 

Up to 49.9% 92 14.1 116 10.7 194 5.6 402 7.7 

50-100% 562 85,9 970 89.3 3280 94.4 4812 92.3 

TOTAL 654 1086 3474 5214 

Source: Data adapted from Haworth (1992): 22-23. 
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A similar picture emerges with approved overseas companies commencing 

business in New Zealand. Table 6.8 shows that the number of enterprises starting up 

business between 1975 and 1989 increased threefold. 

Table 6.8: Approved Overseas Companies Commencing Business in 
New Zealand (1975-1989) 

Direct 1975-79 % 1980-84 % 1985-89 % Total 
Ownership 

Australia 262 31.0 708 42.4 I 1739 50.1 2709 

I United Kingdom 119 14.1 258 15.5 247 7.1 624 

United States 90 10.7 237 14.2 288 8.3 615 

Japan 12 1.4 40 2.4 123 3.5 175 

Hong Kong NA - NA - 40 1.2 40 

i West Gennany 8 1.0 24 1.4 30 0.9 62 

Others 70 8.3 181 10.8 335 9.7 586 

New Zealand 284 33.6 222 13.3 668 19.3 1174 

,TOTAL 845 1670 3470 5985 

% Overseas 
Ownership 

Up to 49.9% 239 28.3 176 10.5 208 7.2 623 

50-100% 606 71.7 1494 89.5 2672 92.8 4772 

TOTAL 845 1670 2880* 5395 

*590 Overseas Ownership unaccounted for. 

Source: Data adapted from Haworth (1992): 22-23. 

% 

4 

10.4 

10.3 

2.9 

0.7 

1.0 

9.8 

19.6 

11.6 

88.5 

Australia accounted for 45.3 percent of start-up businesses, followed by the United 

Kingdom (10.4%), United States (10.3%) and others (9.8%). Australian start-up 

companies increased rapidly over the 1980-89 period (+19%), whereas United 

Kingdom and United States companies, although showing slight increases over the 

1980-84 period, dropped markedly during 1985-89 by 8.4 percent and 5.9 percent 

respectively. Companies commencing business with Japanese ownership show a 
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small but increasing presence over the 15 year period and accounted for 2.9 percent 

of the total start-ups. Hong Kong companies entered the market in 1985 but 

accounted for only 1.2 percent ofthe total start-ups during the 1985-89 period. West 

German companies show a small but steady presence in New Zealand, accounting for 

only one percent of the total start-ups. Over the 15 year period, 89 percent of 

overseas companies commencing business in New Zealand had company 

shareholdings of 50 percent or more. 

Other aspects of foreign ownership and investment in New Zealand are worth 

noting. In 1984 at the time of the Labour Party's electoral victory, Reserve Bank 

figures, based on a survey of the 618 largest finns in New Zealand, showed that 345 

or 56 percent were overseas owned. These controlled investments of $936 million 

over one-third (35%) of the total investments of the 618 finns surveyed (Ward, 

1989: 40). 

In the first six months of the 1990 fiscal year, Australia invested $5 billion in 

New Zealand. In particular, New Zealand banks, fmance houses and insurance fums 

were attractive targets for Australian capital. It is estimated that by late 1989 

Australian firms controlled 45 percent of New Zealand's total banking assets in such 

institutions as Westpac and the United Building Society (Haworth,. 1992: 27). 

Australian investors also controlled over 50 percent of the New Zealand stock 

exchange turnover and 65 percent of life insurance premiums (Leg at, 1990: 122). 

In contrast to the growth of Australian investment, cumulative Japanese 

investment in New Zealand in 1988 was only US$593 million a small sum 

considering Japan's total overseas direct investment of US$12 billion. Japan's 

investment in New Zealand fell from US$121 million in 1987 to US$117 million in 
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1988 (equivalent to only 0.2 percent of total Japanese overseas direct investment) 

(Kroeber, 1990). However, despite the small but increasing presence of Japanese 

activities in New Zealand, the impact of such investment is felt widely in the 

automobile industry, tourism, and commercial and residential property. 

In 1993 there were 114 overseas applications for the purchase of rural land in 

New Zealand. Overseas investors bought 49,000 hectares of rural land for a total of 

$138 million. The biggest use for land was forestry, accounting for 32 applications 

for a total area of 25,356 hectares. The largest number of applications came from the 

United States (22 applications) followed by Australia with 17 applications. The 

largest single application was from an Indonesian buyer who bought 14,000 hectares 

for $3 million (The Press, 23 April 1994). 

A second change is the growth of overseas ownership over a widening area of the 

New Zealand economy. Historically, overseas interests have been active in certain 

sectors of the New Zealand economy, such as marketing, finance and the transporting 

of pastoral products (Pearson & Thoms, 1983: 54). In the past decade this 

involvement has extended into a much wider range of activities. 

Table 6.9 shows the percentage of foreign ownership in New Zealand by 

industrial sector in 1980. Although the extent of ownership varies considerably 

between sectors, those sectors with over 50 percent of foreign ownership included 

drugs and chemicals (83%), electrical machinery and appliances (79%), metals and 

machinery (54%), clothing and manufacturing (53%) and non-life insurances (510/0). 

Two of these sectors - drugs and chemicals, and non-life insurance (which includes 

health insurance) - have a large impact on the health sector. 



Table 6.9: Foreign Ownership in New Zealand 
by Industrial Sector (1980) 

Industrial Sector Foreign Ownership 
% 

& Chemicals 83 

cal Machinery & Appliances 79 

etals & Machinery 54 

Clothing Manufacturing 53 

Non-Life Insurance 51 

Non-Metallic Minerals 45 

II Manufacturing 38 

I Financial 37 

Mainly Wholesale 33 

Meat Processing 29 

Stock & Station Agents 22 

Food Processing 21 

Transport 20 

~roperty & Investment 15 

Retailing 14 

Printing & Publishing 9 

Beverages 6 

Source: Adapted from Pearson and Thoms, 1983: 59. 
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The extension of foreign equity into various industrial sectors of the economy 

between 1986 and 1990 is shown in Table 6.10. All the industrial sectors, with the 

exception of mining and quarrying, experienced increased foreign equity during this 

period. Most notable were construction(+ 152.6%), business and fmance (+114.6%), 

community, social and personal services (+54.7%) and transport, storage and 

communication (+50.7%). 
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Table 6.10: Overseas Equity in New Zealand by Industrial Sector (1990) 
and Percentage Change Since 1986 

Industrial Sector 1990 % Change 
Number Since 1986 

Business & Financial 1,114 +114.6 

Wholesale & retail trade, 1,212 +48.8 
restaurants & hotels 

Manufacturing 809 +33.0 

Transport, storage, and 214 +50.7 
communication 

Community, social, and personal 130 +54.7 
services 

Construction 96 +152.6 

Mining & quanying 75 -73.0 

Agricultural, hunting, forestry, 74 +30.0 
fishing 

Electricity, gas, & water Not significant 

Source: Data adapted from Haworth (1992): 19. 

A third major change is in the formation oflarge, corporate organisations and the 

further penetration of multinational companies (MNCs) and transnational companies 

(TNCs) into the ownership and control of the New Zealand economy. The adoption 

of New Right monetarism by successive governments since 1984 (see Chapter 5) 

created the conditions in which intemationalisation and deregulation of the economy 

could be extended. MNCs took full advantage of the restructuring and deregulatory 

processes (Haworth, 1992: 31). Into New Zealand came overseas investments, take-

overs, and start-up companies. Within the country, those large fIrms which survived 

deregulation and the 1987 share market crash were in a dominant position to purchase 

assets from the private and public sectors at favourable prices (see Chapter 5, Table 

5.1 for sale of public assets). From this position of strength, many of the large frrms 

such as Fletchers, Carter Holt, Goodman Fielder Wattie, Robert Jones Investments, 
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Fisher and Paykel~ and Lion Nathan were able to intemationalise their operations in 

countries such as Chile~ Brazil~ Britain and Australia. 

Health Sector 

This changing ownership structure of New Zealand capital is also reflected in the 

changing structure~ delivery and fmancing of the health care system. Over the past 

12 years~ New Zealand's public share of total health spending~ compared to that of 

other Organisation for Economic Cooperation and Development (OECD) countries, 

has ranked consistently above the OECD mean (around 75 percent) (McKendry & 

Muthumala, 1992: 10). However, trends in health spending show that New Zealand's 

proportion of publicly funded health care is decreasing. Figure 6.1 shows that in 

1979-80 the public share of health expenditure was 88 percent; in 1991-92 this has 

been reduced to 79 percent. Meanwhile there has been a marked increase in the 

proportion of health spending funded from private sources. In 1991-92 this stood at 

21 percent compared with 12 percent in 1979-80. 

Private funding of health expenditure has experienced a larger percentage 

increase than public expenditure. Between 1979 and 1992 private health expenditure 

increased in real (consumer price index CPI - deflated) terms by 124 percent. The 

greatest percentage increases OCCUlTed in 1989-90 and 1991-92 with real (CPI 

deflated) increases of over 20 percent being experienced respectively (McKendry & 

Muthumala, 1992: 11, 29). 

Despite the dominance of publicly funded health care, there is an active and 

growing market in private health insurance. Figure 6.1 shows that in 1979-80 private 

insurance accounted for 1.2 percent of total health expenditure; by 1991-92 this had 

increased to 4.8 percent. 



Figure 6.1: in Sources 
1991-92 Compared 

TOTAL HEALTH EXPENDITURE (= 100 percent) 

1991-92 1979-80 

I 
FUNDED PRIVATELY FUNDED 

79 88 21 

Vote: Health Accident Other Local Private Health 
Compensation Government Authorities Households msurers 

Corporation 

80. 51 0 1 4.0 6.61 0.5 0.3 1 16.0 1004
1 

4.8 

Source: McKendry & Muthumala (1992): 31 

Charitable 
non-profit 

organisations 

I 
1.2 
~ ....... ~ 

0.3 004 

IV o 
V1 
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In real (CPI deflated) telms this increase, as a proportion of total health expenditure, 

is even more pronounced - 9.6 percent in 1979-80, compared to 22.7 percent in 1991-

92 (McKendry & Muthumala, 1992: 29). 

It is estimated that around 45 percent of the population has private health 

insurance (Danzon & Begg, 1991: 131), with two major health insurers having a 

reported market share of about 90 percent (McKendry & Muthumala, 1992: 17). The 

largest of the mutual insurers is Southern Cross, which was established in 1961 and 

has maintained 76 to 80 percent market share over the past 20 years, despite the entry 

and exit of several competitors. Several multinational insurers, such as Aetna Health 

Corporation, have recently entered the health insurance market in New Zealand 

(Danzon & Begg, 1991: 18). 

Medic Aid, the country's second largest health insurer, and owned by Manchester 

Unity up until May 1994, changed ownership twice in just several months. The High 

Court, in May 1994, ordered that Medic Aid shares be returned to Sir Ronald 

Brierley's Guinness Peat Group (GPG) in May 1994. Seven months later, in January 

1995, GPG sold Medic Aid to the country's third biggest insurer - Aetna Health. 

Aetna Health reportedly now covers about 300,000 people, giving it a market share 

of between 20-24 percent. GPG paid $4.3 million for Medic Aid and sold it to Aetna 

Health for $11 million. 

Aetna Health specialises in corporate health insurance whereas its subsidiary, 

Medic Aid, provides mainly individual coverage. Brierley Investments own 50 

percent of Aetna Health and the other 50 percent is owned by United States based 

Aetna Life and Casualty Co (The Press, 7 May 1994: 31; The Press, 11 May 1994: 28; 

The New Zealand Herald, 19 January 1995: 1). The majority of individuals with 
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private insurance obtain it through employment. It is estimated, for example, that the 

employment-based share is two-thirds for Southern Cross and four-fIfths for Aetna. 

Coverage is spread among all socio-economic groups, although the percentage of the 

population with coverage is greater for the higher income groups and for persons in 

Ul'ban areas, but lower amongst the younger age groups (Danzon & Begg, 1991: 18), 

Figure 6.1 also shows that private household out-of-pocket health expenditure 

increased markedly during this period, In 1991-92 this accounted for 16 percent of 

total health spending compared to 10.4 percent in 1979-80. In real (CPI deflated) 

terms these increases in both household out-of-pocket and health insurance spending 

have contributed to a situation whereby private health spending in 1991-92 was some 

$178 per head higher per annum than in 1979-80 (McKendry & Muthumala, 1992: 

31). 

The 1991 health reforms, as described in Chapter 4, signalled an increased 

presence and influence of the private sector on health care structure, delivery and 

fInancing. The influence of the Business Roundtable's commissioned-report by 

Danzon and Begg (1991) is clearly reflected in key provisions of the health reforms 

initiated by the National Government (Blank, 1994: l35). Danzon and Begg (1991: 

79) suggested that a more gradual transition from the status quo to a market-based 

approach could be achieved using corporatisation as a fIrst step. This would involve 

separating the functions ofpUl'chaser and provider. The purchaser, at least initially, 

would remain a monopoly or at least a regional monopoly. Public providers, however, 

would be corporatised. The principal objective of the providers would be to run 

hospitals as successful businesses. This would lead on to the second step - the 
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introduction of competing public and private insurers. The third, and fmal step, would 

involve privatisation. 

The key provisions of the 1991 health refonns consisted of: a shift away from 

universal access on the basis of need towards a more targeted regime for specific 

users, the creation of alternative health care plans to compete with Regional Health 

Authorities (RHAs) (subsequently dropped due to considerable political pressure), 

part charges for hospital and outpatient care (estimated at $3.1 million for the March 

quarter 1991-92), separation of the funder and provider roles of the Area Health 

Boards (AHBs), establishing a competitive market model of health care, and 

reconstitution of the provider functions of public hospitals from 14 AHBs to 23 

Crown Health Enterprises (CHEs) (Ashton, 1992: Ch.8; McKendry & Muthumala, 

1992: 30). 

Subsequently, as an interim measure until the purchaser/provider structure went 

into effect, publicly elected AHBs were abolished (overnight and without public 

consultation) and replaced by a government appointed commissioner. Publicly elected 

community health committees were also abolished. On the 1 July 1993, 23 CHEs 

took over the provider function of the 14 defunct AHBs. As noted in Chapter 4, the 

CHEs are registered companies, under the Companies Act (Arndt. 1980, 1955), run 

by a board of govenunent appointed directors. The principal objective of CHEs is lito 

operate as a successful business ... " (Health and Disability Services Bill (1992), 1st 

Reading: S25). Initially, CHEs were also required to operate as 'profitable 

businesses' but this requirement was dropped at the parliamentary Select Committee 

stage due to considerable political pressure. 
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Signs are now beginning to emerge of a shift to the third step of Danzon and 

Begg's (1991) corporatisation model- ptivatisation. Already several eBE non-care 

services such as domestic, food, maintenance, administrative and some nursing 

services have been contracted out. For example, combined CBE employee costs in 

the March 1993-94 quarter were down $10 million on the previous quarter, partly 

reflecting a move towards contracting out non-clinical services (The Chtistchurch 

Star, 22 June 1994: 3). Some CHEs and RHAs are planning to tender out clinical and 

non-clinical services. The Otago CBE has accepted its fIrst private patient for 

cardiac surgery, and three other CBEs (Wellington, Nelson-Marlborough and 

Wanganui) have had discussions or made plans to tender out clinical services. 

Wanganui CBE has proposed to lease to its own radiologist the same equipment he 

uses during the day to provide services funded by the RHA. The Central RHA 

planned to tender out about 750 surgical operations to the private and public sectors 

(The Press, 21 August 1993). 

The massive debt accumulated by the CBEs in their fIrst nine months of 

operation as viable businesses also has implications regarding ownership. The 23 

CBEs now have a total debt of $1.3 billion. Over half of this debt ($715 million) 

consists of long-term loans to national and international fInancial institutions. The 

remainder of the debt consists of cunent liabilities ($479 million) and other liabilities 

($71 million). In addition, the CBEs are also carrying a combined operating deficit 

of $137 million (The Christchurch Star, 22 June 1994:3). 
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6.3 Business Influence 

In Chapters 4 and 5 the strong influence of the business sector on the fonnation 

of public and health policy in New Zealand over the past decade was discussed. I will 

now analyse in more depth the extent of this influence by looking at two key areas: 

the composition of company boards and advisory committees, and the reliance by 

government on consultants and public relations. 

Company Boards and Advisory Committees 

Many of the previously discussed factors such as globalisation, increased foreign 

ownership and investment, the fOlmation of MNCs, and industrial and state-sector 

restructuring also point to a restructu$g of New Zealand's capitalist class and 

increased influence of the business sector. According to Pearson and Thoms (1983: 

6), this class is no longer a class of small town capitalists but more one of business 

and fmancial executives and directors increasingly interlocked both nationally and 

internationally. 

A New Zealand study by Fogelberg and Laurant (1974) surveyed 160 ftnns 

which had, in total, 876 directors. One-third of these directors held potentially 

interlocking directorships. The study noted that there was a small but powe.tful and 

dominant group of directors linking together the largest, and in asset tenns at least, the 

most powe.tful companies within the New Zealand economy. A 1980 study by du 

Fresne (1980) shows that the situation pOlirayed by Fogelberg and Laurant (1974) had 

changed little. Du Fresne examined the boards of major New Zealand companies and 

found, for example, that some eight directors linked up 36 companies. 

Leary (1992: 32-33) studied the composition of New Zealand company boards. 

He surveyed the chairpersons of the top 200 companies (in telms of $ turnover) and 
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found that companies had an average of eight directors plus the chairperson. The 

average New Zealand board consists of three accountants, three non-graduates, 0.6 

lawyers, 0.5 economists, 0.3 engineers, 0.3 scientists, 0.2 art graduates and one other. 

Leary concluded that the primary entry requirement to serve on company boards is 

experience in business or serving on other boards. 

New Zealand boardrooms also show gender imbalance, favouring male directors. 

The 1991-92 Annual Reports of New Zealand's ten largest companies (Telecom, 

Fletcher Challenge, Carter Holt Harvey, Brierley Investments, Goodman Fielder 

Wattie, Lion Nathan, Wilson & HOltOn, BNZ, Air New Zealand, and Fernz) show that 

they have 89 directors, only two of whom are women - one is a partner in a law frrm 

and the other is a Brierley Investment nomination (The Press, 12 August 1992: 33). 

A similar pattelTI of interlocking directorships, gender imbalance, and business 

presence on state-sector or quasi-state-sector boards is also present, along with strong 

representation from the intelligentsia. For example, the Board of Directors of the 

Foundation for Researc~ Science, and Technology (FRST), in 1992-93, consisted of 

seven members five males and two females. The composition of the Board consisted 

of: a company director and former vice-chancellor, a chief executive and company 

director, a general manager, a deputy chief executive, an assistance vice-chancellor, 

a professor of zoology and assistant vice chancellor, and a lecturer in social policy and 

business paltner (FRST Corporate Plan 1992-93: 16-19). This gender imbalance also 

reproduces itself in the six advisory committees ofFRST. Table 6.11 shows that of 

the 50 members, 42 (84 percent) are male and eight (16 percent) are female. 

The newly-established Energy Resources Monitoring and Conservation Authority 

(ERMCA) also shows a similar pattern. Membership, as at October 1992, comprised 
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of four males and two females. The six members consisted of a fonner director 

general of the now restructured Department of Scientific and Industrial Research 

(male), a public relations consultant who sought selection as the National party 

candidate for Tamaki in the by-election (female), a fonner public relations manager 

for Shell NZ (Ltd) and stalwart of the Chamber of Commerce (male), a private 

consultant (male), the Director of the Maruia Society and fonner ministerial advisor 

(male), and a fanner and member of the Federated Farmers Women Division (The 

Press, 9 October 1992). 

Table 6.11: Advisory Committees of the Foundation for Research, 
Science and Technology: Gender Composition (1992-93) 

Advisory Committee Members Male Female 
No. 

Biological Sciences - Animals & 9 9 -
Forage 

Biological Sciences - Plants 8 7 1 

Natural Resources & Environmental 8 7 1 
Sciences 

Physical Engineering Sciences 8 7 1 

Technology for Business Growth 8 7 1 

Social Sciences 9 5 4 

bIOTAL 50 42 (84%) 8 (16%) 

Source: Data from FRST Corporate Plan (1992-93) 

Health Sector 

This pattern of control and influence by the business sector and intelligentsia 

along with gender inequalities is also manifested in the new structures of the health 

system. It is not possible here to analyse the composition of all these new structures. 

A few examples are enough, however, to show the extent of this control and 

influence. 
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In July 1992 membership of the 14 Crown Health Enterprise Advisory 

Committees (CHEACs) was announced. The key task of the CHEACs was to make 

recommendations on the initial configuration of the proposed CHEs. Overall, 75 

people were appointed to the CHEACs - 63 (84 percent) were male and 12 (16 

percent) were female. On average there were five members on each committee. Of 

the 14 chairpersons, 11 were male and three were female. The key criteria in the 

selection of CHEAC membership was their commercial knowledge and an 

understanding of the local economic and social structures of each region (Health 

Reforms Report, 8 July 1992). Of the 75 members, 68 (91 percent) had a business 

background consisting of directors, managers, lawyers, accountants, and consultants. 

The remaining seven (9 percent) members consisted of five farmers, a medical 

practitioner, and a university lecturer. The majority of CHEAC members were 

subsequently appointed to the newly established CHEs. 

A few weeks after the CHEACs were announced, members were receiving 

comprehensive briefings at seminars in Auckland, Wellington and Christchurch. The 

purpose of the briefings was to give members extensive information on the health 

reforms and a detailed work plan with reporting time-frames over the next four 

months. The CHEACs first reports were due only two weeks after the first briefmg 

session. Consulting firms were asked by the Government to give advice on the 

membership of the CHEACs. This advice cost $235,000 (The Press, 14 October 

1992). Six consulting finns were also used to sort through the list of suggested 

members of the four RHAs and 23 CREs. Once again, the task of the consulting fmus 

was to ensure that proposed members had proven business competence (Robinson, 

1992: 4). 
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The Government also announced that directors of the RHAs and CHEs would 

receive $500 a day, rising to $750 a day for chairpersons. It was estimated that 

diIectors' fees in the CHEs alone would cost between $6-7 million in the first year. 

The chief executives of the RHAs and CREs were expected to receive salary packages 

of between $140,000-$170,000 respectively not including indiIect compensation 

(The Press, 30 November, 1992: 1). 

In late December 1992, 142 diIectors were appointed to the 23 CHEs (New 

Zealand Health and Hospital, NovemberlDecember 1992: 4). Of the 142 directors, 

98 (69 percent) were males and 44 (31 peIcent) were female. On average, there were 

six directors on each eRE Board. Of the 23 chairpersons, 19 (83 percent) were male 

and only four (17 ·percent) were female. Of the twelve CEOs (10 males and 2 

females) appointed to the CHEs as at March 1993, seven came from the public or 

private sectors and five were previous senior managers in the health sector. 

The Public Health Commission Establishment Board consisted of seven members 

- four males and three females. Of the seven members, four had a health background 

(2 professors, 1 medical officer, and 1 manager) and tluee had private sector 

experience (1 director and Past-President of the New Zealand Stock Exchange, 1 

lawyer, and 1 accountant and Executive Director of the New Zealand Society of 

Accountants) (Health RefOlTIlS Report, 5 August 1992). 

The National AdvisOlY Committee on Core Health Services (NACCHS), as at 

July 1992, consisted of six members - three males and three females (1 of whom was 

chairperson). Whereas the chairperson came from a high profile medialbroadcasting 

backgrolllld, all the other members had a health background, with fOUI of these being 

members of the health elite/intelligentsia - comprising of three professors/deans and 
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one senior lecturer. The remaining member was the National President of the New 

Zealand Red Cross (NACCHS, 1992b). 

Not surprisingly, this pattern of gender bias and business influence and 

experience is also reproduced in the senior management structures of the RHAs and 

CHEs. The chief executive officers (CEOs) of the four RHAs are all male. Their 

occupations before taking up their new appointments were (The Christchurch Star, 9 

September 1993: 3; Health Refonns Report, 19 August 1992; Health Reforms Report, 

2 September 1992): 

e CEO, Northern RHA: Group Manager, Sales and Retail Division, NZ Post; 

headed the NZ Post Establishment Unit and involved in the restructuring 

of the operations side ofNZ Post. 

.. EO, Midland RHA: Managing Director ofWoolrest Corporation; a director 

of Waikato Electricity Ltd; former pharmaceutical company director; 

intemational experience in change management and restructuring. 

CEO, Central RHA: General Manager of Works Corporation; ex -Deputy 

Director General of the NZ Forestry Service. 

.. CEO, Southeln RHA: director of Tasman Tanning Co; manages Edwards 

EXpOlt Ltd - a family leather industry business; Group Managing Director 

of Mair Astley; previous experience in manufacturing and exporting. 

There have also been accusations of political patronage in appointing 

commissioners, directors, committee members, and senior managers to the new health 

structures. For example, all seven directors of the Nelson-Marlborough CHE were 

residents of the National held Tasman and Marlborough electorate, with no 

representation from the Labour held Nelson electorate (Hansard, 65, 1-3 December 
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1993: 12723). The communications manager of the SouthelTI RHA was previously 

the Press Secretary for the Prime Minister (The Press, 6 November 1992). 

Reliance on Consultants and Public Relations 

Over the past decade of econOlnic monetarism in New Zealand, there has been 

a continual erosion of citizen participation in the public policy-making process 

(Ashton, 1992: Ch.8; Blank, 1994: 135-136; Boston, 1992: Ch.1; Dalziel, 1992: 

Ch.11). There have been a few instances of public consultation such as the Economic 

Summit Conference in 1984, the Royal Commission on Social Policy from 1986 to 

1988 (Dalziel, 1992: 210) and, in the health arena, the National Advisory Committee 

on Health and Disability Services (established 1992). On the whole, however, major 

policy changes have been imposed on the people without prior consultation, and often 

in breach of specific pre-election promises by both Labour and National governments 

(Dalziel, 1992: 210). 

The continual erosion and alienation of public input into the policy-making 

process has parallelled and fuelled two other trends in the policy process. The ftrst, 

which is noted in Chapter 5, is a move away from advisors within government 

departments to an increasing reliance on outside consultants (Deeks, 1992: 11; 

Haworth, 1992; Shirley, 1990). Martin (1993), speaking on public sector refonn on 

a global basis, argues that the government's real advisors are no longer in the public 

service, but rather wealthy private ftnns that proftt enonnously from their own advice. 

The big six transnational management agencies all have branches in New Zealand. 

These are Ernst and Young, Coopers and Lybrand, Price Waterhouse, Arthur 

Anderson, Deloitte Touche Tomatsu, and KMPG Peat Marwick. The latter ftnn 

describes itself as the largest accountancy and management consultancy in the world 
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with 6,000 partners, supported by 53,000 staff located in 125 countries, with an 

annual turnover ofUS$10 billion. In particular, all six consultancies specialise in 

privatisation issues. Specific examples of the use of outside consultants in the public 

sector have already been given. The extent of government reliance on outside 

consultants, however, across the whole of the public sector is illustrated in Table 6.12. 

This shows that for the period 1 January to 20 November 1992: 

• Over 875 consultants were contracted by the state sector for a total cost 

of$42.3 million. 

• Of the 875 contracts, only 164 or 19 percent went out for public or 

selected tender. 

• The government spent an average of $3.8 million per month on 

consultants. 

III The average consulting fee was $48,309. 

• The average amount spent by each governmerit department on consultants 

was $1.4 million. 

• Nearly one-third of the government departments spent over $1 million 

dollars on consultants. These were: 

Finance 
Transport 
Labour 
Social Welfare 
Health 
Prime Minister & Cabinet 

Revenue 
Justice 
Internal Affairs 

$18.7 million 
$ 3.5 million 
$ 2.1 million 
$ 1.7 million 
$ 1.3 million 
$ 1.3 million 

$ 1.2 million 
$ 1.1 million 
$ 1. 0 million 



MinistrylDepartment 

oPrime Minister & Cabinet 
· Health Reform Policy 
· Health Reform Services 
. Other 
Sub-Total 

oHealth4 

· Area Health Boards 
oExtemal Relations & Trade 
oPacmc Island Affairs 
oState Services 
aFinance 
oLabour 
o Commerce 
o Research, Science & 
Technology 
o Police 
oRecreation & Sport 
oHillary Commission 
aSocial Welfare 
oWomen's Affairs 
aDefence 
o Justice 
oArts & Culture 
oEducation 
oState-Owned Enterprises 
oTransport 
. Transit NZ 

o Statistics 
oSurvey & Land Information 

Table 6.12: Consultants Contracted by the State Sector During 1991·1992, 
including fees and tendering process 

1 January to 30 November 19921,1 Financial Year: 
Fees ($) No. of Consultants! Public or 1 July 1991 to 30 June 19923 

Contracts Selected Tender % Fees ($) No. of Consultants! 
Contracts 

851,038+ 25 10 
399,576+ 12 3 
69.895+ .2 .1 

1,320,509+ 42 15 36 1,956,050 56 

1,343,477 66 8 12 321,768 9 

* * * * 592,583 32 
821,169 25 6 24 93,000 1 
228,698 5 Nil 0 7,858 1 
617,230 29 6 21 151,209 4 

18,742,710 26+ ** ** 13,840,000 164 
2,132,099 50 10 20 554,185 15 

856,615+ 49 18 37 174,512 9 
24,904 4 Nil 0 167,543 21 

* * * * 327,560 15 

* * * * 6,740+ 2 
276,792 11 1 9 * * 

1,737,126 48 9 19 51,296 3 
87,238 6 3 50 70,193 19 

2,582,939 57 18 32 510,815 22 
1,133,756 31 4 13 2,464,782 9 

67,116 12 Nil 0 3,000 1 

* * * 763,559 10 
203,218 4 1 25 Nil 0 

2,090,053 39 10 27 727,410 23 
1,430,523 124 ** ** * * 

440,000 12 2 17 120,341 3 
345,854 10 ** ** 120,374 2 

N ..... 
00 



(Table 6.12 cont. 

1 January to 30 November 19921,2 Financial Year: 
MinistrylDepartment Fees ($) No. of Consultants! Public or 1 July 1992 to 30 June 19923 

Contracts Selected Tender % Fees ($) No. of Consultants! 
Contracts 

oConservation 510,517 21 5 24 13,112 10 
. Historic Trust 287,327 11 ** "'* * * 

oRevenue 1,163,829 35 6 17 102,091 32 
oCustoms 283,574 6 5 83 251,983 7 
o Youth Affairs 24,800 3 Nil 0 Nil Nil 
o Internal Affairs 1,022,989 37 8 22 348,285 23 
oAgriculture * * * * * '" 
oForestry 141,908 5 2 40 * '" 
"Fisheries 425,780 15 Nil 0 '" * 
o Local Government 119,580+ 4 Nil 0 '" * 
oConsumer Affairs 6,390 3 Nil 0 '" * 
oTrade Negotiations 931,836 38 Nil 0 * '" 
o Tourism 163,790 7 2 29 * '" 
oHousing '" '" '" '" '" '" 
oMaori Affairs * '" '" '" '" * 
oEnvironment 705,983 40 25 63 * '" I 

Total 42,270,329+ I 875+ I 164 I 19 23,012,839+ I 345+ 
----

1. Costs are an underestimate. Data only includes consultants that were paid $5,000 or more. In addition, costs do not include 
ongoing costs nor those staff contracted on an hourly basis. Furthermore, some information was not given due to commercial 
sensitivity. 

2. Source: Data from unpublished written answers, Office of the Clerk of House of Representatives. 

3. Source: Data from Hansard Supplement 18 (1992), Questions for Written Answer, pp.4940-4961. 

Source: Data from Hansard Supplement 16 (1992), Questions for Written Answer, Q 115: 4609-4611. Data covers the period 1 
June 1991 to 31 May 1992. 

*Information not available. 
* *Information not supplied. 

IV ...... 
\0 
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During the fmancial year 1 July 1991-30 June 1992 Table 6.12 shows that: 

• Over 345 consultants were contracted for a total cost of $23 million. 

o The government spent an average of$1.9 million per month on consultants. 

• The average consulting fee was $66,704. 

, The average amount spent by each government department on consultants 

was $1 million. 

III Three of the government departments spent over $1 million on consultants. 

These were: 

Finance 
Justice 
Prime Minister & 
Cabinet 

$13.8 million 
$ 2.5 million 
$ 2.0 million 

In the five month period between 1 July 1992 and 30 November 1992, the 

government spent $19.3 million on consultants - only $3.7 million less than the total 

for the previous twelve months. This indicates an average increase in spending of 

nearly $2 million per month. 

Ifwe look at the major social policy areas, the influence of outside consultants 

is even more apparent. From 1 January to 30 November 1992 the total spending on 

outside consultants for Social Welfare, Health, and Labour was $6,463,316+ or 15.3 

percent of total government spending on consultants. In addition, over 201 

consultants were involved, accounting for nearly a qual1er (23 percent) of the total 

consultants. FurthelIDore, around only one-quarter (24.3 percent) of the contracts 

went out for public tender. 

During the fmancial year 1 July 1991-30 June 1992, the total spending on 

outside consultants for Social Welfare, Education, Housing, Labour, and Health was 

$4,239,441+ or 18.4 percent of total government spending on consultants. Over 125 
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consultants were employed, accounting for over one-third (36.2 percent) of the total 

consultants employed by all government departments. 

A second trend in the policy-making process is a move from pre-policy-making 

to post-policy-making activities. Rather than initiating public consultation and debate 

before policy is set, public relations strategies are used to sell the policy or educate 

the public at the implementation stage. The Government, for example, spent more 

on advertising during the month of June 1993 than the two biggest private sector 

advertisers - McDonalds and the Warehouse combined. Whereas McDonalds and 

the Warehouse combined spending was $2,013,921, the govemment spent $2,890,138 

on taxpayer funded advertising. Heading the list of government spending was the 

Minister of Health ($1,266,137), followed by Skill NZ ($378,567), Inland Revenue 

Department ($359,434), Police ($342,427), Income Support ($274,900) and the Open 

Polytechnic ($268,715) (The Press, 26 July 1993: 6). 

Health Sector 

During 1991 the Minister of Health spent $2,029,421 on advertising. This 

included: a national cervical screening programme ($980,326), public awareness of 

health user charges ($862,691), public awareness of hepatitis C ($100,000), World 

AID day ($38,000), public awareness of the Mental Health Bill ($20,880), and a 

communication campaign ($27,514) (Hansard Supplement 22, 1992: 6084-6087). 

In 1993 the contract with Saatchi and Saatchi advertising for promoting the 

government's health refOlIDs was $2.52 million. This media campaign consisted of 

169 television spots (including 9 TV spots on a Saturday night alone) and 288 print 

media placements (Hansard 80,22 June 1993: 16061). Also during 1993 a two-day 
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media training session was held for 35 people, employed by the RHAs and CHEs, at 

a cost of $38,000 or over $1,000 per person (Hansard 80, 22 June 1993: 1645). 

Although much of this government spending on advertising may be considered 

legitimate and providing a public awareness, information and prevention service, 

some of the advertising arising from the Minister of Health's office raises serious 

process and communications problems between the new centralised health structures. 

One would have thought that the Public Health Commission would have been 

responsible for much of this adveltising. There is little doubt, however, that the 

Saatchi and Saatchi advertising campaign was a political public relations exercise. 

Within the health sector combined spending on consultants (prime Minister's 

Department - Health Reform Policy and Services, Department of Health, Area Health 

Boards), for the fmancial year 1 July 1991-30 June 1992, was $2,870,401+ or 12.5 

percent of the total budget spent by all government departments on outside 

consultants (see Table 6.12). This would rank health the second highest area of 

spending on outside consultants (below finance at $13.8 million). Furthermore, over 

97 consultants were involved in the health sector, accounting for over one-quarter (28 

percent) of the total consultants employed by all government departments. 

Table 6.12 also shows that between 1 January and 30 November 1992 

government spending on outside consultants in the health sector (not including Area 

Health Boards) was $2,594,091 or 6.1 percent of the total spending for that period. 

This would rank it the third highest area of spending on outside consultants (below 

fmance at $18.7 million, and transport at $3.5 million). During this eleven month 

period, over 103 consultants were employed in the health sector, accounting for 11.8 

percent of the total consultants employed by all government departments. Of the 103 
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contracts only 20.4 percent went out for public or selected tender (compared to a 

public sector average of 19 percent). 

Strategic and administrative changes in the professional body representing health 

managers and administrators in New Zealand, the New Zealand Institute of Health 

Management (NZIHM), epitomise the extent of business penetration into the health 

sector. In 1992 the NZIHM closed its national office as part of a restructuring 

exercise to reduce costs. Administrative responsibilities and the preparation of its 

official newsletter were transferred to Ernst and Young as part of a sponsorship 

an·angement. The National Secre1:aty of the Institute during the transition period was 

an employee of Ernst and Young's business services group in Wellington (New 

Zealand Institute of Health Management, 1992: 1) .. 

6.4 Conclusion and Discussion 

My intention in this chapter was to demonstrate empirically the linkages and 

relationships between forces and influences outside and within the health care sector. 

More specifically, I wanted to test the practicality of some of the modifying factors 

identified in the conceptual model proposed in Chapter 2 (Figure 2.6). Some of the 

key issues, however, relating to social class, health and socio-economic inequalities, 

ownership and business influence warrant further discussion. 

Social Class 

The industrialisation of health and subsequent division of labour and patterns of 

social class within the health care system demonstrate that social class, far from being 

an outmoded concept, is a much needed, indeed vital category for understanding the 

composition, nature and functions of the health sector in New Zealand. It is 
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increasingly evident that the same economic and social class forces that determine the 

distribution of power and resources in society also shape the health sector. 

Although the health sector reflects the values of society in general, it largely 

reflects the values of the dominant capitalist and professional classes. ill tum, the 

non-medical health professionals, including managers, aspire to the high levels of 

status, pay, job security and autonomy which the medical and corporate professions 

enjoy. The aims of the health care institutions, including tertiary medical education, 

are, arguably, more attuned to the needs of the capitalist class or private enterprise 

system than they are to the needs of the majority of the pUblic. This is not to say that 

there is a monopoly or conspiracy in the value generating system. Rather, this 

collective influence, although subliminal and unconscious, is highly skewed in favour 

of the dominant corporate and professional class. These value generating systems 

contribute to the fostering of a climate of conformity, not by the total suppression of 

dissent - indeed academic freedom is encouraged within narrow boundaries - but by 

treating alternative views as irrelevant. For example, any viewpoints outside the 

current boundaries of curative medicine, neo-liberalism and management doctrine are 

regarded as eccentricities, curiosities or ideology. 

The introduction of general management principles into the health sector in the 

early 1980s, although part of the wider state sector restructuring process, can be 

interpreted, in part, as an attempt by policy-makers to break or diminish the 

dominance of the medical profession. Thus, the triumpharite consisting of medical 

superintendent, chief nurse and secretary or chief executive was abolished and 

replaced with a general manager and a second tier of corporate staff. Although this 

potentially challenged the dominance of the medical profession, it is arguable as to 
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its degree of success. At the velY least it has only contributed to the sharing of power 

and resources between managers and clinicians, with the result that the majority of 

the health workforce and the patients receive less share of the resources. This is 

reflected in the disparities in income levels across the whole of the health sector, the 

cutting of services and the closure of hospitals. 

Drawing on the structuralist power perspective in Chapter 2 this situation, on the 

one hand, supports the literature (Larson, 1980; McKinlay & Arches, 1985; 

McKinlay & Stoeckle, 1994; Peterson, 1994) which aTgues that the hegemony of the 

medical profession is declining. On the other hand, it also supports Freidson 

(1970a,b, 1985, 1988, 1994) who rejects the notion that managerialism is dominant 

over the medical profession. At best it would seem that power is shared between the 

two groups. 

Health and Socio-Economic Inequalities 

This chapter confrrms the socio-economic inequalities mentioned in previous 

chapters. It is abundantly clear that the socio-economic determinants of health status 

are not receiving the attention they deserve. In particular, New Zealand must do 

better in two key areas: the position of Maori and Pacific Islands people and the role 

of women in society. New Zealand is drifting towards a situation of extreme 

economic and ethnic polarisation with Maori, Pacific Islanders and many women, 

especially single family, becoming an entrenched underclass. In particular, how New 

Zealand deals with the etlmic issue will affect not only intelnal political stability, but 

also the degree to which New Zealand is accepted as a member of the international 

and South Pacific community (Henderson, 1992: 172). 
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There is a need to address or readdress the sharing of power and decision-

making at all levels in society. The Treaty ofWaitangi provides a constitutional basis 

for the equity of economic and health outcomes between Maori and Pakeha. Implicit 

within the Treaty are the concepts of equity, partnership and economic and cultural 

security, all of which contribute to the broad Maori concept of health outlined in 

Chapter 2. Presently the main role of Maori in the social, economic and health 

system is one of beneficiary, unemployed and patient respectively - certainly not as 

partners. 

How can power-sharing and bicultural decision-making leading to more 

equitable social, economic and health outcomes be addressed? It is not my intention 

to discuss this in-depth, and the reader is referred to Henderson (1992: 171-190) 

which gives a full discussion on ethnic political representation in New Zealand. 

However, I will look briefly at some of the alternatives. As previously mentioned, 

under the new MMP system there will now be five Maori seats, compared to the 

present four. In addition, some Maori representatives may gain election through the 

general seats or party list seats. But the record of parties selecting Maori candidates 

for general seats that can be won is not encouraging. And the placement of Maori 

candidates on party list seats is still an unknown quantity. Moreover, there is no 

guarantee that a Maori MP chosen through a general or party list seat will 

demonstrate any greater sympathy or empathy to Maori concerns than any other MP 

(Henderson, 1992: 183). 

A second alternative is the concept of Maori sovereignty and self-determination 

through self-government. Just what this means in practice is difficult to determine, 

and could range from Maori having control over funds for areas such as Maori health, 
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housing, welfare and education, to a separate Maori parliament. Another alternative 

is the establishment of a senate or Upper House representing Maori, Pacific Islanders 

and non-Maori. Maori would continue to have special representation in the Lower 

House. A fourth alternative is the use of pressure groups and advisory bodies to 

influence the policy-makers, or to go outside the parliamentary system and seek 

grievances through the Courts. 

Addressing the needs of the Pacific Island population at a political-economic 

level is even more problematic. There is considerable debate on whether Pacific 

Islands' people have special grounds to ensure parliamentary representation. 

Henderson (1992: 176-179) notes that Pacific Islanders living in New Zealand do 

already receive some official recognition of special status. There is a Minister of 

Pacific Island Affairs and a small Ministry of Pacific Islands Affairs based in 

Wellington. In addition, many Pacific Islands' people are in New Zealand as of right 

of citizenship. The people of the Cook Islands, Niue and Tokelau - who make up 

more than a third of Pacific Islanders living in New Zealand - are also New Zealand 

citizens. 

According to Henderson (1992: 179), a key question is whether the special status 

given to Pacific Islanders should also be extended to parliament and, if so, in what 

form? There is, of course, considerable political and ethnic sensitivity regarding this 

issue both within and between the various ethnic communities in New Zealand. 

Regardless of the issue of political representation, many Maori and Pacific 

Islands community inspired projects have been established over the years in an 

attempt to address some of the health and socio-economic inequalities previously 

mentioned. There have been community, local body, Area Health Board/Crown 
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Health Enterprise, and other public sector Maori and Pacific Islands health 

programmes in areas such as the following (Te Puni Kokiri, 1993: 44~77): 

.. Primary care .. Disability support 

.. Alcohol and drug treatment Maternity/neo-natal 

.. Health education and promotion " Asthma prevention 
Management training .. Rheumatic fever 

.. Women's health .. Accident prevention 

.. Adolescent health .. Dental care 

.. Child health .. mV/AIDS prevention 

.. Men's health .. Hearing loss 

.. Family/whanau support .. Holistic centres 
• Mental health .. Drug and alcohol abuse 
" Sexual health .. Sexual abuse 
.. Care of the elderly .. Child abuse 
.. Natural therapy .. Patient advocacy 
.. Cervical screening .. Support and counselling 
.. Programmes with tertiary institutions .. Community health committees 

In addition, there are numerous employment, job skill training, business venture 

and education programmes for Maori and Pacific Islands' people throughout the 

countty. Many of the above-mentioned programmes, however, lack adequate funding 

and are poorly coordinated. As mentioned in Chapter 4, the health care of the 

population may be better off in the long term if resources devoted to curative medical 

care were redirected to community-orientated policies which encompass health, 

housing, education and employment initiatives. 

Women, although making up the majority of the health workforce and being the 

highest users of health care services, are under-represented in the decision-making 

bodies of the health sector. Women have also been adversely affected by economic 

policies. For example, recipients of the domestic purposes benefit (DPB) who are 

predominantly women - had their income reduced by 10.7 percent for one child or 8.9 

percent for two children in the 19 December 1990 economic package. The original 

changes to national superannuation announced in the 1991 budget were especially 
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harsh for employed women matTied to older men in retirement or close to retirement. 

Women, particularly Maori women, are disproportionately represented in state 

housing and so will be negatively affected by the move from Housing Corporation 

subsidies to the accommodation benefit administered by the Depattment of Social 

Welfare (Dalziel, 1992: 212). These women and their families will also be hard hit 

by moves to increase state housing rentals to market rates. User charges in the health 

sector will particularly impact on women and their families because women make 

greater use of health services. 

Genderand class for most women, outside and within the health care sector, are 

closely intertwined. In the health sector, women constitute the majority of producers 

a majority concentrated in the lower-middle and working class echelons of the 

health workforce. The division of gender roles found in society, particularly in the 

family, also appear in the health sector. At the top is the medical doctor 

(predominantly male) - the unquestioned leader of the health team. The registered 

nurses and allied health professionals (predominantly female) support the doctor. 

Below this group, the predominantly female proletariat are required to be supportive 

to the doctors, registered nurses and allied health professionals. 

There is an urgent need for policy-makers to address or readdress the 

underprivileged status of Maori and Pacific Islanders, especially women, in New 

Zealand society. This will require a combination of policy approaches political, 

economic, social, health and cultural. The inclusion of women in decision-making, 

however, is not necessarily a sufficient condition for improving the situation of the 

majority of women. Class loyalties may be far stronger than sex loyalties. The 

female doctor or manager may be much closer to, and suppOltive of, the male doctor 
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or male manager than she is to the female nurse aid or cleaner. The broadening of 

opportunity for a few middle and upper-middle class women does not necessarily 

result in the betterment of conditions for the majority of women. The appointment of 

women in positions of power and decision-making in the health sector will only serve 

to improve the positions of women in that sector if the appointees represent, and are 

accountable to, the women workers or at least can sympathise or empathise with them. 

Ownership 

This chapter has noted the changing ownership structure of New Zealand capital 

outside the health system. There is every indication that the health system is also 

undergoing such changes. Indeed, now that the major hospitals have become 

corporatised and given New Zealand's record on privatisation over the past decade, 

along with the ideological tluust of the health refOlms, there is every likelihood that 

the hospitals will be privatised. The ownership structure of the health insurance 

industry is changing as noted, for example, with the entry of the transnational Aetna 

company. There is also uncertainty regarding the public funding of the health system. 

Once again, given the ideological thrust of the economic and health reforms there may 

be a move towards some form of social insurance, with a reduction in the 

government's role to one of providing assistance to those with insufficient means to 

purchase social insurance. 

Although the changing ownership structure of New Zealand capital may not be 

a direct challenge to New Zealand's sovereignty, there are indirect implications of 

New Zealand's interdependence on international capital. These implications are 

discussed in Chapter 8. 
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Business Influence 

This chapter shows that the same pattems of control and influence or power in the 

private and quasi-private sectors is also manifested in the new decision-making 

structures of the health system. ill other words, many of the same business people 

who are dominant in shaping and influencing the New Zealand economy, nationally 

and intemationally, also dominate the health policy-making process. 

The oveniding presence of business people on the boards or advisory committees 

of the health institutions serves to legitimise, reproduce and strengthen the hegemony 

of free-market principles. This does not mean to say that all boards act uniformly. 

illdeed, they are encouraged to be competitive - it's all part of the game and they do 

represent a plurality of interests. The debate which reflects this pluralism, however, 

takes place within a common understanding and acceptance of certain values and 

assumptions; namely the sanctity of the private sector and free-market principles. 

This chapter also demonstrates the extensive use and influence of outside 

consultants throughout the whole of the public sector, including health care. By far 

the biggest user of such consultants is the Treasury. Chapters 4 and 5 also showed the 

influence of the Treasury, big business and various commissioned-reports, such as the 

Gibb's (1988) report and Danzon and Begg's (1991) report, on the formation of health 

policy. There is also a lack of transparency in the tendering process and employment 

of outside consultants. Across the whole of the public sector, only 19 percent of all 

contracts went out for public tender. A similar pattern was also evident in the health 

sector with only 20 percent of all contracts going out for public tender. 

These moves towards the use of outside consultants by successive governments 

since 1984 have, in part, been motivated by government in order to avoid capture of 
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policy by professional or bureaucratic interests. This is also the rationale behind the 

government's initiatives to separate policy advice from policy implementation in the 

public sector and to split purchaser and provider functions in the health sector. 

Ironically, however, this attempt to avoid policy capture occurs at a time when the 

public and health sectors are becoming increasingly politicised. For example, all the 

directors of the Crown Health Enterprises (CREs) and the Regional Health Authorities 

(RHAs) are appointed directly by government. There is also evidence to indicate that 

many of these appointments are pattisan. 

Although the government's claim of policy capture by professionals and 

bureaucrats may be correct, it is evident that in the health sector the pendulum has 

swung too far in favour of business influence. Policy capture by the professionals or 

bureaucrats has now been either superseded or replaced with business interests. I 

choose the term 'superseded' carefully because there is no reason to believe that the 

interests of the dominant medical profession are still not being served. Drawing on 

power theory in Chapter 2, and in patticular pluralism, it is evident that business and 

medical interests have arrived at an underlying consensus through processes of 

negotiation and bargaining. There is certainly, at this stage, no overt public conflict 

between the majority of the two interest groups. In addition, the business interests of 

the two groups are by no means mutually exclusive. The medical profession has been 

running successful businesses for profit in the private sector for a long time. 

Furthermore, and drawing on Marxist power theory, both interest groups have a 

commonality in that they serve the interests of the bourgeoisie in terms of capital 

accumulation and the value generating system. 



233 

It is evident from previous chapters that the role of the public in the health policy 

process is very minimal. On the one hand, it can be argued that the public's input into 

the decision-making process has always been limited. Where there has been 

consultation it has tended to be dominated by a relatively small attentive public on 

specific issues. On the other hand, up until 1991 there were publicly elected Area 

Health Boards and community health committees. The degree of influence of this 

latter group is difficult to ascertain because they were abolished before the completion 

of their frrst three year tenn-of-office. The role of the publicly elected Area Health 

Boards, however, should not be downplayed. Although some of the Area Health 

Boards were captured by bureaucratic and political interests, their democratic 

significance to the public, whether real or perceived, was very important. 

The demise of the Area Health Boards has left a void which the current political 

and health structures do not address. The exclusion of the public and the bulk of the 

health workforce from the policy process may, in the long tenn, serve to undennine 

the health refonns. It is vital that the public be given a role in the health policy and 

decision-making processes. Rather than debating what would be the most perfect 

financial and management model for the health sector, it may be better to debate how 

we can provide the mechanisms and opportunities for the public to participate 

meaningfully in the policy process. The next chapter may give us some insight into 

how other countries deal with this, as well as other health care problems and issues. 
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CHAPTER SEVEN 

POLITICAL ECONOMY OF HEALTH CARE: 
A COMPARATIVE ANALYSIS 

INTRODUCTION 

This chapter moves away from a small state in the South Pacific to the political 

economy of health care in fom dynamic countries in the South- and North-East Asian 

region: Japan, at the head, followed by three newly industrialising countries (NICs) 

Taiwan, South Korea and Singapore. Although the political, economic and cultmal 

systems of these countries are somewhat different to New Zealand, their approach to 

political economy and health care may offer valuable lessons to New Zealand and vice 

versa. 

There are several reasons for studying these fom countries. Firstly, they have all 

initiated major political-economic reforms, though often without a clear understanding 

of the social impact. This study, therefore, will attempt to shed some light on how 

these reforms have impacted on the population in general and health care specifically. 

Secondly, all fom countries have political, economic and cultmal similarities 

which lend themselves to a comparative study. They all, more or less, have 

centralised governments. This is especially true of Singapore, South Korea and 

Taiwan. In addition, with the exception of South Korea, the other three countries 

have, since the post-Second World War period, been under the dominance of one 

party or govemment. FU11hermore, all four countries can be considered to be on a 
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continuum which ranges from a pure capitalist market economy to a centrally planned 

socialist economy (Lee & Lee, 1992: 107). 

There are other similarities. All four societies have been influenced politically 

and culturally by Chinese tradition. There is a strong Confucian tradition whereby 

people can tolerate a considerable degree of authoritarianism, provided the 

government is not too harsh (Lee, 1991: 35). Moreover, there is a strong elitist 

orientation in the bureaucracy which, arguably, has its origins in the Confucian 

tradition. Furthermore, although the health care systems of all four countries have 

been industrialised and westernised, Chinese traditional medicine is still widely 

practised and accepted. Rather than opposing each other, traditional and modem 

medicine tend to be complementary, but to various degrees. In contrast to 

Confucianism, however, all four societies show a clear trend towards achievement, 

consumerism and individualism although individualism is not so clear-cut. 

Traditional collective orientation is still strong in all four countries, but there is a 

gradual shift away from traditional and familial values. These trends will, in turn, put 

considerable stress on health care systems as they have in the western world. 

A fmal reason for selecting these countries is that there is a growing interest 

in New Zealand in the Asian-Pacific region in general and the South- and North-East 

Asian region in particular. Since the 1980s there has been increased trade, tourism 

and communication between New Zealand and this region in both directions. 

Despite this growth in economic and social contacts, there is still widespread lack of 

understanding and knowledge of Asian culture in New Zealand (Kennaway, 1991: 

53). Whilst the perception of the Asian-Pacific region as a source of external threat 

to New Zealand has faded in recent years, it has not been replaced by an alternative 



236 

perception of the region suppOlted by all New Zealanders. There is considerable 

political and public division in New Zealand on what its relationship with the Asian

Pacific region should be, especially within a social and cultural context. This study, 

therefore, is an attempt to increase our knowledge and understanding of the South

and North-East Asian region. 

More specifically, I will focus on those key elements and modifying variables 

as outlined in the conceptual model proposed in Chapter 2 (Figure 2.6). These 

elements were the political-economic systeI1\ the health care system, and health status 

or health outcomes. The modifying variables were demographic factors, power 

relations, social values, cultural factors, socio-economic factors (social class, income, 

ownership, wealth and poverty), gender, ethnicity and access to resources. This 

chapter looks fu'stly at Singapore, followed by Taiwan, South Korea and Japan. Each 

country will be examined in telms of the above elements and variables. Although the 

analysis is largely descriptive (see Chapter 1) - emphasising patterns of similarity 

andJ or dissimilarity between the countries - the data collected is of a standardised 

nature so that a foundation can be laid for future in-depth and more rigorous 

comparative studies of the political economy of health care. More detailed health and 

socio-economic statistics relating to these countries, along with other countries in the 

Asian-Pacific region, are presented in the Appendices. 

7.1 SINGAPORE 

Political-Economic Context 

Singapore society is influenced by both Chinese and western political 

traditions. On the one hand it has adopted a unicameral parliament based on the 
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British model. On the other hand, according to traditional Chinese culture, the people 

should trust their government and also be obedient to it as long as it is paternalistic 

and benevolent (Lee 1991: 31-35). Thus, in the Confucian tradition, people can 

tolerate a considerable degree of authoritarianism, provided the government is not too 

harsh. 

Since the assumption of self-government in 1965, Singapore has been ruled by 

only one political party. The dominance of the People's Action Party (PAP) has 

influenced the policy environment considerably, leading to a very powerful 

bureaucracy, more trust being vested in experts and technocrats, and a reduced role 

for elected politicians in a relatively non-competitive political arena (Lee, 1991: 32). 

Between 1968 and 1981 the PAP was the only party represented in Parliament But 

in the general election of 1984, two opposition candidates won seats in the 79 member 

Parliament (Lim, Fong, & Findlay, 1993: 96). 

The political and economic success of the PAP can be attributed to several key 

factors. These include: strong government, leading to the assertion of authority to do 

what is necessary to achieve national goals; political personality, namely that of Lee 

Kuan Yew; strong authority structures in the form of the bureaucracy, police and 

armed forces; actively encouraging foreign direct investment; and deferred 

gratification with an emphasis on the collective good (Lee, 1993; Shibusawa, Ahmad, 

& Bridges, 1992: 56-60). On this latter factor, a policy of high wages was pursued, 

but with concomitant policies of compulsory savings through the Central Provident 

Fund (CPF), and acceptance of Singapore's brand oflimited democracy in the interests 

of becoming intemationally competitive (Shibusawa et al., 1992: 60). The CPF is a 

compulsory savings scheme established in 1955 to provide social security. Its rates 
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In 1984 were up to 25 percent of the working wage (for a total of 50 percent 

government subsidy), at which time 77 percent of the workforce contributed to the 

scheme. The CPF covers social security, health care, housing and unemployment. 

Singapore is one of Asia's strongest growing economies. It is a multi-ethnic 

society with a population of 2.76 million (1991). In 1990, Chinese were the 

dominant ethnic group comprising about 77 percent of the population, followed by 

Malays (15 percent), Indians (6 percent), and others (2 percent). As a result of 

population control, the population growth rate has been low in Singapore, with an 

annual growth rate of about 1.2 percent in the 1980s (Lee, 1991: 11; Ministry of 

External Relations & Trade, April 1993: 77-78). Nevertheless, changes in the 

absolute numbers of elderly over the next 35 years are expected to quadruple (Martin, 

1991: 527). 

Singapore has a commitment to free trade, competition and free enterprise 

(Lee, 1991: 11). Between 1965 and 1985 its economy grew at an annual rate of 

nearly 10 percent. It went into recession in 1985-86 but recovered in 1987. Since 

then, economic growth has again been impressive, achieving 6.7 percent in 1991 and 

5.8 percent in 1992. The inflation rate has varied between 2.3 and 3.4 percent in the 

last four years. Singapore's population now have a per capita income of about 

$20,000 - comparable to that of New Zealand (Blakely, 1993; Ministry of Extemal 

Relations & Trade, April 1993: 77-78). Its unemployment rate stood at 2.7 percent 

in 1984, rising to 4.6 percent after the 1985-86 recession (Lim et aI., 1993: 98). 

Singapore has a unified economic strategy that focuses on the well-being of the 

population. The government aims to increase, progressively, the number of 

professional and skilled people in the workforce. This objective is the means by 
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which the government can guarantee all the population high and rising living 

standards as well as meaningful and challenging work (Edwards, 1992: 22). The 

government believes that its economic objectives can only be achieved by making 

Singapore relevant to the needs of the region and the world. This is imperative, 

because as a nation it lacks natural resources and a large home market. Consequently, 

as the region needed a place to buy and sell, Singapore became an entrepot. As multi

national companies (MNCs) needed low-cost production to provide competitiveness, 

Singapore provided the infrastructure, tax incentives and trained workforce to entice 

MNCs to set up operations there (Edwards, 1992: 22). 

In the 1970s and early 1980s, Singapore was therefore an attractive economy 

for MNCs searching for stable, low-wage, offshore manufacturing sites. However, 

its reliance on MNCs at the expense of local capital and labour has made Singapore 

vulnerable to the vagaries of the world market. During the 1985-86 recession the 

MNCs laid off large numbers of workers and many local fums closed down (Lim et 

aI., 1993: 105-106). 

Health Care System 

Health care costs and demand for health services are nsmg steadily in 

Singapore. It is predicted that, in the long term, national health expenditure and 

government subsidies will increase. Medical expenses will also absorb an increasing 

share of household expenditme (The Straight Times, 23 October 1993: 12). National 

health expenditure in Singapore is currently 3.1 percent of gross domestic product 

(GDP), and government subsidies for health care amount to 0.7 percent of GDP. In 

order to contain the long term increase in costs and subsidies, a health review 

committee was established in 1992-93. The subsequent release of a White Paper in 
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1993 sets out the government's health care philosophy based on six fundamental 

objectives (The Straight Times, 23 October 1993: 12): 

It To nurture a healthy nation by promoting good health. 

.. To promote personal responsibility for one's health and avoid over-reliance 

on state welfare or medical insurance. 

.. To rely on competition and market forces to improve service and raise 

efficiency. 

.. When necessary, to intervene directly in the health care sector when the 

market fails to keep health care costs down. 

.. To provide good and affordable basic medical services to all Singaporeans. 

.. To continue to emphasize health education and disease prevention 

programmes and encourage the population to adopt a healthy lifestyle. 

Health care fmancing is based on individual responsibility coupled with 

government subsidies to keep health care affordable. To avoid the pitfalls of free 

medical services stimulating insatiable demands, patients pay directly for part of the 

cost of medical services which they use, and pay more when they demand a higher 

level of service (The Straight Times, 23 October 1993). Central to Singapore's health 

care policy is the Medisave system established in 1994. This is a compulsory savings 

scheme under which employees and the self-employed contribute a percentage of their 

monthly income to a Medisave account to meet future hospitalisation services. The 

rate is clllTently set at six percent of income, with a minimum contribution per month 

of $20 and a maximum of $360. As health care costs rise, the government intends to 

increase the Medisave contribution rate progressively, but has assured the public that 

it will not exceed 10 percent (Blank, 1994: 119). There are also plans to widen and 
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improve Medishield (the govemment's insurance scheme for Medisave account 

holders) (The Straight Times, 23 October 1993: 12). 

The 1993 White Paper stresses the need for a balance between free market 

mechanisms and direct government intervention. The government will continue to 

regulate the overall number of doctors and specialists and the type of training they 

receive. Overseas studies have shown that countries with more doctors, especially 

specialists, tend to spend more on health care. Hence the aim is for 40 percent of 

doctors to be specialist and 60 percent to practice as family practitioners. The 

government will also control the number of beds and their distribution by 

category/class in each hospital, the service norms and standard of service, the revenue 

per patient-day by class of ward, the amount of subsidy by class of ward, the 

development of specialist departments and the introduction of new technology (The 

Straight Times, 23 October 1993: 12). 

Singapore's health policy is also committed to prevention, day-surgery, 

ambulatory care and community based services. Less emphasis is placed on high cost 

curative technologies, with the result that there are low rates of intensive medical 

procedures (Blank, 1994; QUah, 1985; The Straight Times, 23 October 1993). As a 

result, Singapore has a low ratio of hospital beds by world standards, standing at 2.8 

per thousand population in 1989. Quah (1985: 211) notes, however, that the effects 

of health preventative campaigns are seen at their strongest amongst the middle and 

upper class Singaporeans. Quah (1989: 219) has found, as in other countries, that 

values and beliefs derived from one's ethnic group, gender differences and social class 

position can either enhance or inhibit people from taking preventative action against 

disease. 
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Although health care in Singapore is based on the western model, traditional 

Chinese medicine is practised and provides a wide range of options (Quah, 1988). 

Studies show differences among Chinese, Malays and Indians along various 

dimensions, such as fertility patterns, age at ftrst marriage, divorce rates, morbidity, 

income distribution, occupational status and attainment of tertiary education (Quah, 

1985: 353). There are similarities between Singapore and other industrialised 

countries, especially Japan, in their leading causes of death. The five principal causes 

of death in Singapore in 1985 were heart disease, cancer, cerebrovascular disease, 

pneumonia, and accidents, poisoning and violence (Quah, 1989: 216). 

Political Economy of Health Care 

The perception that Singapore is a free market economy based on private sector 

initiatives is incorrect. Market forces have not been accepted unconditionally as a 

matter of dogma as they have been in the United States, Britain and New Zealand. 

Instead, such forces are regarded as a means to achieve economic development, and 

not an end in themselves. Thus, the Singapore government has never been hesitant 

to intervene in the market place when necessary for pragmatic reasons, Although the 

method of intervention has generally been of a market compatible type (Rieger & 

Veit, 1990: 156-158). 

In Singapore the state plays a prominent role in the economy, By the early 1980s 

the government owned around 450 companies in a wide range of manufacturing and 

service industries, such as iron and steel, shipbuilding and repair, oil reftning, air 

transport, armaments, tourism, property development and ftnancial services. All these 

State Owned Enterprises (SOEs) operate as proftt-making concerns, in keeping with 

the government's long-standing support of proftts and opposition to public subsidies 
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(except for low income housing, health care and education) (Lim et aI., 1993:108; 

Rieger & Veit, 1990: 161). 

To these 450 companies can be added another 40 statutoty boards which also 

provide a wide range of services including housing (for four-fifths of the population), 

telecommunications, utilities and industrial complexes. Many of these boards are 

revenue generating operations and others are financed by government loans and 

grants. According to Rieger and Veit (1990: 162) Singapore's public enterprise 

system is the largest in the Asian region. In 1983 government-owned companies 

accounted for 25 percent of Singapore's GDP and profits amounting close to 10 

percent of turnover. It is estimated that the 450 companies employ about five percent 

of the total workforce (Low, 1985; Rieger & Veit, 1990: 162). 

State involvement in Singapore extends beyond SOEs and statutoty boards to 

many other sectors of the economy. The government holds about 75 percent of all 

land in the country and houses 80 percent of the population. It is the principal holder 

of domestic savings, channelled through the CPF and two major banks. It employs 

11 percent of the workforce and a third of all university graduates. In addition, as 

stated previously, it intervenes in the labour market regulating the supply and price of 

labour (Lim et aI., 1993: 108-109). 

Lim et aI. (1993: 109) describe Singapore's economy as state capitalism built by 

civil servants turned entrepreneurs. Public servants are a vety powerful group that 

appear to be evolving into a separate class with motivations and interests, independent 

of, and more than simply intermediary between those of capital and labour. Their 

reward comes not from a share of profits and only partly from remuneration, but 
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rather from the power of control over the vast assets of the state itself and, indirectly, 

over the private sector. 

After the 1985-86 recession the state's role in the economy came into serious 

question, leading the government to pursue recovery through new policy directions 

which included partial privatisation, deregulation and increased public consultation. 

Notwithstanding this the government continues to retain strong control over the 

political, economic and social system, thus slowing down the pace of privatisation. 

Public housing and the CPF are not being considered for privatisation whereas rapid 

transit, education and health are (Lim et aI., 1993: 133; Shibusawa et aI., 1992: 82). 

Singapore has a highly centralised decision-making process. Although Citizen's 

Consultative Committees have been established since 1966 and function as links 

between the people and government, the people of Singapore have not had much input 

into the policy-making process (Lim et aI., 1993: 113; Lee, 1991: 32). For example, 

in response to the severe economic recession of 1985-86, a nine-member economic 

committee was established to investigate the causes of the recession and to propose 

solutions. The chairman of the committee was the Prime Minister's son. The 

members of the committee and its eight sub-committees were drawn mainly from local 

and foreign businesses, government ministries and statutory boards. There were no 

consumers, workers, small businesses or unions represented on the main committee, 

and only one union member served on any of the eight sub-committees (Lim et aI., 

1993: 106). 

The need for more openness, however, has been recognised, with a Ministry of 

Information being established in 1990 to initiate and facilitate communication 

between the people and govemment (Lee, 1991: 61). In addition, a younger 
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generation of PAP leaders have worked to a more consultative consensus style of 

politics which has involved the establishment of a special feedback unit to receive 

citizens' comments on public policy, and nationwide debates through small meetings, 

large dialogue sessions and public forums (Lim et aI., 1993: 134). 

The Singapore government has a close association with the rich and the elite. 

Lee (1991: 35) comments that many Singaporeans hold the view that the business 

people and public servants govern Singapore. With such a strong emphasis on 

economic development, it is not difficult to see why business people have 

considerable> influence, directly or indirectly, in the decision-making process. 

As mentioned previously, Singapore actively encourages foreign investment. 

Despite its small size it ranks, in absolute terms, among the top 20 recipients of 

foreign investment in the world. In the early 1980s it accounted for nearly half of all 

foreign investment in the Asian region. More than two-thirds of the United States 

Fortune '100 companies' are represented in Singapore. Well-known MNCs include 

Philips of the Netherlands, Siemens of Germany, Ciba-Geigy of Switzerland, General 

Electric of the United States and Hitachi of Japan. Furthermore, one-third of all fmns 

in Singapore are owned wholly or in large part by foreign establishments. In 1981, 

Britain, the United States, Hong Kong, Malaysia and Japan accounted for four-fifths 

of the foreign equity invested in Singapore (Lim et aI., 1993: 127). 

This dependence on foreign investment has major implications for the long-term 

future of Singapore. The layoffs and reduced investment by MNCs in the 1985-86 

recession indicate how vulnerable the economy is to any loss in international 

competitiveness. In addition, in order to appease the MNCs who value the political 

stability of Singapore, the government must control and modify many aspects of social 
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and economic life to ensure a favourable climate for investors (Lim et aI., 1993: 128; 

Haas, 1989: 70). 

Rapid economic blTowth and expanding employment have enabled Singapore to 

raise the income and economic welfare of the population at large. Singapore ranks in 

the top quarter of the world's nations by income (twenty-second in 1983). 

Unemployment levels dropped from 8.9 percent in 1966 to 2.7 percent in 1984. This 

rose to 6.5 percent in 1986 as a result of the recession, but dropped later that year to 

4.6 percent. The rate of unemployment continued to drop thereafter and stood at 3.4 

percent in 1988 (Singapore, Department of Statistics, 1982; Appendix 1: Table 3). 

Various health, social and educational indicators have shown considerable 

improvements since the 1960s. The infant mortality rate has fallen by three-quarters 

and now, at 9.3 deaths per thousand births, is below that of many industrial nations, 

including the United States and New Zealand. Life expectancy at birth (70 years for 

male, 75 years for female) is comparable to that of other industrial nations. The 

principal medical problems among 12 year old school children in 1985 were defective 

vision (35 percent) and obesity (11 percent of all males). The literacy rate rose from 

72 percent in 1970 to 84 percent in 1980 (with more than 90 percent of those under 

35 years of age being literate). Furthelmore, around 61 percent of the literate 

population were knowledgeable in two or more official languages (Lim et aI., 1993: 

129; Singapore, Department of Statistics, 1992). 

Compared to many other developed countries, the unemployment rate is low and 

the problem of the educated unemployed is minimal. The crime rate is not high by 

international standards, but there are concerns over the rise of juvenile delinquency 

and street gangs (Lee, 1991: 234). Organised crime, notably the Triads, is also a 
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national and international problem. The proportion of the labour force with a 

secondary education or better has increased from 28 percent in 1974 to 46 percent in 

1980 (Lim et aI., 1993: 129). 

Despite marked improvements in educational opportunities, social, ethnic, gender 

and income inequalities remain. Singapore is regarded by Lee (1993: 193) as a highly 

stratified society based largely on paper qualifications. Income distribution by sex has 

not improved, despite the nalTowing of the male-female gap in educational attainment 

and a large increase in the female labour force from 18 percent in 1957 to 47 percent 

in 1985. On average, women eam only slightly more than half of what men eam. 

There is also a variation in income by ethnic group. Chinese have the highest per 

capita income, followed by the Indians and then the Malays (Lim et al., 1993: 131). 

Public and business dissatisfaction over government policies in Singapore, 

particularly after the 1985-86 recession, focussed on: excessive regulation and 

government control of the economy; the unfair competition faced by the private sector 

from the public sector; the favouring ofMNCs; poor labour, industrial and property 

market policies; atTogance and elitism of civil servants; and too much dependence on 

the government for so many aspects of daily life from housing and transport to 

education, employment and television (Lim et aI., 1993: 133). 

Summary 

Singapore's economic success has been achieved, in prui, by the Government's 

ability to balance free mru'ket principles with direct state intervention. The state plays 

a prominent role in the economy and owns a wide range of finance, manufacturing 

and service industries. Although Singapore enjoys a high standard of living, the 

population live in a society with many restrictions. The government maintains strong 
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central control over the policy process, although it recognises the need for more 

openness and public consultation. 

Social, educational, class and gender inequalities do exist in Singapore, but these 

have not, in general, resulted in the intractable socio-economic problems experienced 

by other advanced industrial countries. Singapore's heavy reliance on multinational 

companies potentially puts its economy at considerable risk, as was experienced 

during the 1985-86 recession. 

Health care costs are rising and the government's 1993 White Paper was a 

response, in part, to this trend. ill particular, the ageing of Singapore's population will 

have mttior social and health policy implications. Although health care in Singapore 

is westernised, its primary emphasis is on prevention and low cost medical 

intervention. The government also intends to widen and improve its health insurance 

scheme. The government has no hesitation in intervening in health care when 

necessary, and still maintains considerable control over health care services, such as 

the number of doctors and hospital beds. There are moves, however, to further 

privatise or paltially privatise health services. 

7.2 TAIWAN (REPUBLIC OF CHINA) 

Politica I-Economic Context 

Taiwan, with a population of 20.5 million people (1991), is one of the fastest 

growing and best peIforming economies in the Asian-Pacific region, and is also the 

largest new investor in the region. It has viltually no foreign debt and years of trade 

surpluses have given it the world's largest hoard of hard currency reserves (The Press, 

30 December 1992: 27; Ministry of External Relations and Trade, April 1993: 91). 
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Despite a weak global economy in the 1980s, Taiwan maintained an average 

growth rate of over six percent per annum. This rate of growth is expected to 

continue through the 1990s. Its Six Year Development Plan anticipates expenditure 

ofUS$303 billion on projects intended to put Taiwan on the fast track to becoming 

a fully developed and recognised industrial economy by the mid-1990s (Ministry of 

External Relations and Trade, April 1993: 91-92). 

Metzger (1991: 4) and others note that Taiwan's extraordinary economic growth 

has been achieved alongside success in containing many of the ills of industrialised 

societies, such as inflation, unemployment and increasing social and income 

inequalities. Environmental damage, however, is perhaps comparable to or worse 

than other industrialised countries. In particular, pollution, overcrowding and traffic 

congestion have become serious social and health problems. 

ill the area of political development the tensions between the need for stability 

and the pressures for a more representative government continue to stand out. Up 

until 1975 Taiwan was regarded as an authoritarian regime. Since this period, up until 

the late 1980s, Taiwan completed a shift from hard to soft authoritarianism, gradually 

allowing some political opposition, but still maintaining national dominance 

(Winckler, 1992: 268; Tien, 1992: 5-8). 

Tien (1992: 5-8) states that up until 1986, the forty year old Kuomintang (KMT) 

regime in Taiwan was characterised by five major features: 

.. One party dictatorship, but with provision for local elections and committed 

ideologically to an eventual realisation of constitutional democracy. It also 

accepts the principles of private ownership and the market economy. 

• Personal rule and the charisma of the Chiang leaders. 
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" The corporatist nature of the structural and functional relationships between 

the KMT~ the state and organised groups in Taiwan's political system. In 

particular, the party and the state form close interlocking ties. 

" Emergency regime. 

.. Permanent membership of the three-chamber parliament, dominated by 

members who were elected in 1947 (Shibusawa, Ahmad & Bridges, 1992: 

77). 

Faced with a changing economic and political environment, for example the 

creation of the new Democratic Progressive Party (DPP) in 1986 and other minor 

parties, the KMT is now in transition from soft democracy to democratisation 

(Winckler, 1992: 268; Tien, 1992: 10-11). Politically, Taiwan has moved decisively 

towards a pluralistic society which is challenging corporatist structures and 

relationships. Suspension of martial law and the lifting of the ban on the formation 

of new political parties in 1986-87 has greatly liberalised Taiwanese society. There 

has also been incremental change in the three national parliamentary bodies the 

National Assembly, the Legislative Yuan and the Central Yuan since the mid-1960s 

(Tien, 1992: 13-14). 

Economic and political changes in Taiwan have also been accompanied by a 

series of marked social changes. Ethnicity has been a major issue since the 1940s. 

But class and economic status are gradually becoming as important as ethnicity in 

defining social and political relations (Simon & Kau, 1992: xxi). The KMT has also 

had to deal with rapid population growth. Between 1977 and 1990 Taiwan's 

population grew by 20 percent (Appendix 1: Table 1). National identity and 
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relationships with China are likely to be two major political issues in the 1996 

presidential election (The Economist, 1994: 23-24). 

Health Care System 

Currently around 42 percent of Taiwan's population is not covered by 

government health insurance. The government in 1994, however, approved a 

universal medical-insurance programme which is to commence in 1995. It is 

estimated that this will cost businesses, individuals and the government $9 billion in 

the ftrst year of operation. One estimate is that the new programme will cost over 

two-thirds (68 percent) more than the present employer subsidised system. The new 

programme, although popular with the general population, is expected to encounter 

strong employer opposition (Asiaweek, 1994c: 13). 

In one of the few western published accounts of health care in Taiwan, Unschuld 

(1976: 300-315) describes the social organisation and ecology of medical practice 

there. Taiwan has a dual system of modem and Chinese (traditional) medicine. Both, 

apparently, are equal according to law, but while traditional physicians are legally 

tolerated, they are not actively supported by the state health system. Chinese 

medicine in Taiwan has abandoned its preventive holistic character and now competes 

openly with western medicine. Unschuld (1976) argues that the non-supervised 

coexistence of the two competing systems endangers the welfare of patients. Not 

infrequently, patients will avoid western medicine for a variety of reasons, yet the 

traditional practitioner consulted may not be capable of properly diagnosing the 

illness. Diagnosis is apparently the weak link in the traditional system and very few 

practitioners master it well. On the other hand, patients will visit a western-trained 

doctor for treatment of mild disorders and be subjected quite unnecessarily to 
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diagnostic tests and mug therapy. These patients inevitably find themselves in the 

clutches of western medicine. 

In 1969 Taiwan imported the equivalent US$13 million worth of 

pharmaceuticals. During this period there were around 700 registered legal 

manufacturers of phannaceuticals in Taiwan. In 1970 western medicine was 

represented in Taipei, the capital of Taiwan (with a population of 1.8 million people) 

by 1,862 doctors, 1090 phannacies that stocked western medicines, and 737 trained 

phannacists. Unschuld notes that in addition to the legally registered pharmacies, 

numerous unlicensed retail shops sell western medicines, as do many traditional 

druggists. Shops for western medicines are also numerous in the rural areas. In one 

village of 2,000 people and about 40 miles from the city of Taipei, there were 14 

western-supplied chemists and four traditional druggists. 

Unschuld (1976) argues that in Taiwan, as in many other countries, western 

medicine has become synonymous with science. The prestige of the scientific model 

is so great in Taiwanese culture that many practitioners of Chinese medicine attempt 

to show that the traditional system is also scientific and of equal status. Practitioners 

of western medicine are also under considerable pressure from the public. Patients 

in Taiwan expect doctors of western medicine to produce positive results as quickly 

as possible. To meet this expectation, many doctors go to great measures to publicly 

show their successes. For example, this may take the fonn of photographs displayed 

outside the doctor's surgery showing part of a patient's anatomy before and after 

surgery. Rapid results, according to Unschuld, are also necessary for practitioners to 

maintain their scientific image and keep patients from going to other competitors. 

Many doctors, therefore, resort to using rapidly acting drugs or even giving patients 
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a false diagnosis, persuading them that they have a major illness. Then if the patient 

is treated successfully, the doctor's power, prestige and status is enhanced. 

Unschuld also mentions that many of the staff dispensing drugs in registered 

western pharmacies are untrained, yet are allowed to sell any drugs without 

restriction, except for opiates and narcotics. Furthermore, the majority of registered 

chemists and nearly all the unregistered ones lack air conditioning, thus the storage 

life of perishable drugs is drastically reduced. 

The most far-reaching change in the traditional Chinese medical system is the 

shift away from its real strength and purpose which is prevention and holistic health, 

to that of treating illness. In addition, the population is encouraged to move towards 

the western model of medicine because the state health insurance schemes exclude the 

therapies of Chinese medicine. Unschuld (1976) concludes that the dual medical 

system is not advantageous to the population at large, although the public in general 

want to keep both systems as they see merit in each of them. 

Political Economy of Health Care 

Although Taiwan's economic dependence on the global economy has increased, 

it has managed to stay relatively autonomous. from international capital. It has 

successfully resisted excessive penetration by multinational companies (MNCs). In 

addition, the political influence of the capitalist class continues to be quite limited 

(Lee & Lee, 1992: 111-113). Taiwan represents a strong case for intervention or 

activism. It has a powerful and direct stake in sectors such as banking, insurance, 

engineering, machine building, shipbuilding, fertiliser, sugar shipping, and 

telecommunication industries. The government in 1989, however, announced that it 

would embark on a programme of deregulation and privatisation or partial 
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privatisation of 15 major banks and industrial corporations. A start has already been 

made towards reforming the fmancial sector with deregulation of interest rates and 

easing of restrictions on fmandal institutions (Ministry of Ex tema I Relations & Trade, 

April 1993: 92; Shibusawa et aI., 1992: 74). 

Shibusawa et al. (1992) argue that Taiwan's economic development relies heavily 

on the interests of both capitalists and petty capitalists. On the one hand the 1980s 

saw a substantial leap in foreign direct investment (FDI) in Taiwan. Table 7.1 shows 

these investments by country or group and industry in 1988. 

Table 7.1: Foreign Direct Investments in Taiwan, 1988 (in US$ millions) 

ByCountry/Group 

United States Japan Europe Overseas Others Total 
Chinese 

2,404 2,515 1,149 1,556 1,207 8,831 
28% 26% 13% 18% 15% 

By industry" 

Electrical & Chemicals Services Machinery Metal Others 
Electronic & Products 

Instruments 

2,367 1,189 1,129 826 585 2,436 
28% 14% 13% 10% 7% 28% 

*Total investments by industry = $8,532. 

Source: Adapted from Klein (1992): 269. Original data source: "Overseas Chinese 
and Foreign Investment in Taiwan, Republic of China", Investment Commission, 
Ministry of Economic Affairs, 1989. 

In tenns of country or group, the United States (28 percent) leads the way 

followed by Japan (26 percent), overseas Chinese (18 percent), Europe (13 percent), 

and 'other' countries (15 percent). The electrical and electronic industry accounts for 

28 percent ofFDI, followed by 'other' industries (28 percent), chemicals (14 percent), 

services (13 percent), machinery and instruments (10 percent) and metal products (7 
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percent). Cumulative FDI in Taiwan totalled over $8.5 billion in 1988, rising to $10 

billion in 1990 (Klein, 1992: 268). The eagerness of foreign investors to pour funds 

into Taiwan, especially in the 1980s, has been roughly matched by Taiwanese 

investors willing to invest abroad. In 1989, offshore investments amounted to $3.2 

billion, with the bulk of this investment within the Asian region (Klein, 1992: 269). 

On the other hand, the lifeblood of Taiwan's economy are the household 

enterprises the petty capitalists, which contribute 94 percent of Taiwan's total 

production of goods and services (Simon & Kau, 1992: xxii; Shibusawa et aI., 1992: 

74). Simon and Kau (1992: xxii) point to a fundamental contradiction between the 

interests of government moving towards deregulation and privatisation, and the 

interests of small-medium sized businesses which depend on the infonnal market 

place. It is predicted that the modus operandi of Taiwan's thriving petty capitalists 

will begin to undergo significant changes in the 1990s. 

Gold (1992: 462) analysed the NICs of Asia and observed that Taiwan, along 

with Japan and South Korea, have avoided the extreme discrepancies between the rich 

and poor so commonly seen in rapidly developing countries. Taiwan, he argues, 

achieved the best record of the group, in part as a result of the official ideology of the 

ruling nationalist party. The KMT stressed equality and legitimised state action to 

prevent excessive accumulation of wealth. 

Taiwan's economic and political development has been accompanied by some 

marked social changes, both positive and negative. In 1979 the active unemployment 

rate was about 1.2 percent rising to 2.5 percent in 1985. By world standards this is 

still extremely low and there is little variation between urban and rural areas. One 

area of significant change has been the rapid increase in the proportion of highly 
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educated people. In 1985, 44 percent of men and 29 percent of women between 25-44 

years of age were senior high school graduates (Speare, 1992: 219). Although these 

figures indicate that women still lag a long way behind men in educational 

achievement. 

Speare (1992: 211-233) argues that the majority of the rural population in Taiwan 

is benefitting from rapid economic growth and will continue to do so by becoming 

more urban in terms of education, employment and contact with the major cities. He 

notes, however, that within the rural population there are groups that have fallen 

behind. These include farmers, households in the more isolated regions of Taiwan, 

and the Taiwanese aborigines who live in the remote mountain areas and comprise 

about one percent of the population. Apparently no data on the social or economic 

conditions of this latter group is available and they certainly have not been involved 

in the modem social, economic, or political development of Taiwan. 

The occupational distribution of all workers by sex and urbanisation level in 

1979 and 1985 is shown in Table 7.2. This data demonstrates the degree to which 

Taiwan has moved away from being an agricultural society. In 1979,22 percent of 

males and 17.9 perc~nt of females were employed in agriculture; only six years later 

this had declined to 18.7 percent male and 14.4 percent female. Speare (1992: 222-

223) adds that if unpaid and prot-time workers were excluded, the percentage of 

workers employed in agriculture in 1985 would drop to only 15 percent male and five 

percent female. In 1985, females were under-represented or at most near equal in the 

majority of occupations except for clerical and sales (where they outnumber males 

2: 1) and the service industry. The growth occupational groups for both male and 

females have been professional/management, petty trader, clerical and sales and the 
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service industry. In 1985, the occupations with the largest workforce were production 

followed by petty trader, farming, and clerical and sales. 

Table 7.2: Occupational Distribution for all Workers 
by Sex and Urbanisation Level, 1978-1985 (0/0) 

Year, Sex and Cities Large Small 
Occupation Towns Towns 

1979 
Males 
Professional~manager 16.8 8.9 4.9 
Petty trader 22.3 15.4 10.6 
Clerical; sales 10.7 7.4 4.4 
Service 5.8 4.0 . 2.9 
Production worker 35.8 40.0 37.2 
Farmer 8.6 24.3 40.1 
TOTAL 100.0 100.0 100.0 
Females 
Professional-manager 12.2 5.5 3.1 
Petty trader 2l.8 16.6 9.8 
Clerical; sales 26.4 14.1 9.0 
Service 5.8 4.9 3.8 
Production worker 30.7 37.5 41.2 
Farmer 3.1 2l.4 33.2 
TOTAL 100.0 100.0 100.0 

1985 
Males 
Professional-manager 16.8 9.6 5.7 
Petty trader 26.3 17.4 l2.8 
Clerical; sales 12.7 7.1 4.7 
Service 5.9 4.2 3.0 
Production worker 34.5 39.4 36.6 
Farmer 3.8 22.4 37.3 
TOTAL 100.0 100.0 100.0 
Females 
Professional-manager l2.6 7.5 3.3 
Petty trader 25.0 17.0 12.2 
Clerical; sales 25.8 14.4 10.0 
Service 7.1 5.4 5.0 
Production worker 27.9 39.7 39.5 
Farmer 1.6 15.9 30.0 
TOTAL 100.0 100.0 100.0 

Source: Speare (1992): 223. Original data source: DGBAS 1979; 1986. 

Total 
% 

11.4 
17.1 
8.0 
4.5 

37.0 
22.0 

100.0 

7.4 
16.3 
17.4 
4.9 

36.0 
17.9 

100.0 

1l.7 
20.0 
8.9 
4.6 

36.1 
18.7 

100.0 

8.3 
19.0 
18.0 
6.0 

34.3 
14.4 

100.0 

The average monthly income of full-time workers by occupation and 

urbanisation levels in 1979 and 1985 is shown in Table 7.3. 



Table 7.3: Average Monthly Income of Full-Time Workers 
By Occupation and Urbanisation Level, 1979-1985 ($ Taiwan) 
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Year, Sex Cities Large Small Total Ratio of Incomes 
and Towns Towns Average 

Occupation Monthly Large Small 
Income towns to towns to 

cities cities 

1979 
Males 9,414 6,983 6,216 7,948 0,74 0.66 
Professional-manager 13,365 11,157 9,861 12,524 0.83 0.74 
Petty trader 12,208 9,536 8,467 11,003 0.78 0.69 
Clerical; sales 8,062 7,229 6,763 7,682 0.90 0.84 
Service 7,116 6,264 6,317 6,805 0.88 0.89 
Production worker 7,253 6,229 6,053 6,643 0.86 0.83 
Farmer 6,956 4,799 4,996 5,339 0.69 0.72 
Females 5,697 4,516 4,321 4,994 0.79 0.76 
Professional-manager 8,638 7,104 6,183 8,017 0.82 0.72 
Petty trader 7,785 5,322 5,037 6,527 0.68 0.65 
Clerical; sales 5,704 4,895 4,877 5,407 0.86 0.86 
Service 4,802 4,384 4,355 4,585 0.91 0.91 
Production worker 4,248 3,965 4,162 4,148 0.93 0.98 
Farmer 4,360 3,801 3,578 3,698 0.87 0.82 

1985 
Males 16,928 12,736 11,631 14,434 0.75 0.69 
Professional-manager 23,827 19,065 18,873 22,262 0.80 0.79 
Petty trader 19,782 15,863 15,531 18,267 0.80 0.79 
Clerical; sales 14,904 13,629 13,399 14,452 0.91 0.90 
Service 12,436 12,102 11,919 12,267 0.97 0.96 
Production worker 13,357 11,827 11,681 12,457 0.89 0.87 
Farmer 11,939 8,061 8,202 8,535 0.68 0.69 
Females 10,494 8,706 8,160 9,394 0.83 0.78 
Professional-manager 15,595 13,949 12,424 14,852 0.89 0.80 
Petty trader 12,014 10,260 10,302 11,208 0.85 0.86 
Clerical; sales 10,831 9,363 8,990 10,244 0.86 0.83 
Service 8,794 7,912 8,429 8,531 0.90 0.96 
Production worker 7,869 7,561 7,753 7,751 0.96 0.99 
Fanner 6,957 5,765 5,413 5,547 0.83 0.78 

Note: Data are for all persons who worked thirty-five or more hours per week and 
had income greater than O. 

Source: Speare (1992): 226. Original data source: DGBAS 1979; 1986. 

Income, as in most western countries, declines as one goes down the hierarchy of 

occupations with the exception of production workers (males only), which is slightly 

higher than that of the service sector. Overall, the incomes of professionals and 

managers are more than double that of falmers, although there is variation by 

urbanisation and gender. Females in all occupations, for 1979 and 1985, earned 
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considerably less than their male counterparts. The greatest equality in income was 

among female production workers who had ratios of township to city incomes of 0.93 

to 0.98 in 1979, and 0.96 to 0.99 in 1985. 

Economic development is also transforming Taiwan's social structure. Gates 

(1992: 176) describes the three most powerful social classes as being: stage front 

controllers of the state with their immense economic and political power; off-stage 

managers of multinational corporations; and petty capitalist owners of kinship 

enterprises, such as shops, farms, factories and restaurants. Of the three classes, high 

state officials and petty capitalists are generally indigenous to Chinese culture. 

Table 7.4 shows the upward trend of the working class and the new middle class, 

and the downward trend of the small farmers and marginal class. The old middle 

class (petty bourgeoisie) have fluctuated over the years but now seem to be on an 

upward trend. In 1980 the upper-middle class comprised 1.5 percent of the 

population, the middle class (old and new) 31.5 percent, the working class 35.4 

percent, the marginal class 13.2 percent and the farmers 18.4 percent. 

Table 7.4: Class transformation in Taiwan, 1956-1980 

Class 1956 1966 1970 1975 1980 Ratio of Increase 
Category (%) (%) (%) (%) (%) (1975/1956) 

Upper class 1.8 1.5 1.2 2.3 1.5 1.27 
New middle 10.1 14.2 13.5 14.9 19.3 1.47 
class 0.81 
Old middle class 11.9 7.7 9.8 9.7 12.2 2.26 
Working class 14.4 22.2 25.9 32.5 35.4 0.75 
Marginal class 17.8 21.8 16.5 13.4 13,2 0.62 
Fanners 43.9 32.6 33.1 27.2 18.4 

TOTAL 100 100 100 100 100 
('000) (2900) (4289) (4525) (5589) (6417) 

Source: Adapted from Hsiao (1991): 134. Original source: Yow-suen, S. (1986: 
44) 
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As Taiwan moves towards partial democratisation, there has been an upsurge in 

group activity, especially as workers, farmers and environmentalists take action to 

influence government policy. Hing (1990: 245) attributes this upsurge, in part, to the 

rise of the middle class intelligentsia and the working class. Hsiao (1991: 137) 

identifies at least 18 social movements that now make demands on policy formulation. 

The composition of these groups transcends social class and embraces people of 

different age, sex, occupation, ethnicity and religion. Key participants include health 

and welfare groups, small frumers, workers, intellectuals, women, students, veterans, 

church groups and political prisoners. Hing (1990: 250) notes, however, that pressure 

group activity is sti11limited. In telIDS of political development, the regime in Taiwan 

faces the challenge of providing more opportunities for political participation. There 

is still a general fear by the public of collective action or public protest which goes 

back to 40 years of military dictatorship. People, for example, are still scared to sign 

petitions and there is fear that the KMT has agents positioned in key organisations 

(Bunting, 1995: 8). 

According to Bunting (1995: 8) and others, Taiwan's phenomenal economic 

success has been at considerable environmental cost. Air pollution in Taipei is 

regarded as one of the worst in the world. It is common to see adults and children 

wearing face-masks in the street and the incidence of asthma is increasing. More than 

3.5 million people live in the Taipei area yet there is no mass transit system other than 

buses and cars. There are five million cars on the island and the number is increasing 

at the rate of 10 percent per year. The impact of rapid industrialisation on the 

environment has, in some areas of Taiwan, been devastating. Development of the 

mountainous interior for resources is destroying the natural forests and landscape. 
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Heavy rains trigger massive soil erosion and floods. It is likely that environmental 

issues and associated social and health problems will become major political issues 

in the near future. 

Summary 

Like Singapore, Taiwan's phenomenal economic success is due, in part, to the 

government's ability to strike a balance between a free market approach and strong 

state control. However, unlike Singapore, Taiwan has managed to resist excessive 

penetration by multinational companies. Although fmancially Taiwan's economy is 

one of the strongest and most stable in the world, politically and socially the country 

is moving towards increased instability. As Taiwan moves towards full 

democratisation, there has been an upswing in collective action and social unrest. 

Even with partial democratisation there is still a general mistrust by the people of the 

ruling KMT regime. 

ill general, Taiwan has managed to avoid the extreme gap between the rich and 

the poor so commonly seen in rapidly developing countries. It has also escaped, by

and-large, many of the socio-economic problems associated with rapid 

industrialisation such as poverty, unemployment and homelessness. But there are 

major environmental difficulties and associated health problems which require urgent 

attention. 

Although the majority of the rural population have benefitted from Taiwan's 

economic growth in terms of wages, education and employment, they still lag behind 

their urban counterpaIts in these areas. ill addition, some rural and indigenous groups 

have not benefitted from the trickle down. illdustrialisation is transforming Taiwan's 

social structure. There is an upward trend of the working class and new middle class 
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and a downward social structure. There is an upward trend of the working class and 

new middle class and a downward trend of small farmers and marginal groups. There 

is also growth in the number of petty capitalists or small businesses. But there is 

considerable tension between the interests of the capitalists and elites and the petty 

capitalists regarding the government's privatisation programme. 

Taiwan has a dual system of modern and traditional (Chinese) medicine. But 

rather than being complementary they compete against each other. As a result, 

traditional medicine is moving away from its preventive holistic approach to one of 

treatment. Of particular concern is the proliferation and misuse of drugs and 

increasing cases of professional misdiagnosis and malpractice. The government's 

policy is to introduce universal health insurance in 1995, but there is concern by 

employers and others over the high costs of introducing the scheme. 

7.3 South Korea 

Political-Economic Context 

The politics of South Korea since 1953 have been marked by numerous changes 

in regime, several constitutional changes, two military coups (1961 and 1979), popular 

unrest and at times violent street demonstrations, intermittent elections, and more 

recently an acceleration in the democratisation process (Kim, 1992: 394; Gold, 1992: 

469; Shibusawa et aI., 1992: 70). Although there has been increased political 

liberalisation since 1987, this has not been enough to satisfy opposition groups nor 

many of the public at large. In the 1988 National Assembly election, the Democratic 

Justice Party (DJP), lead by Roh Tae Woo, failed to secure an overall majority - the 

first time ever that the government had failed to win a parliamentary majority 
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(Shibusawa et aI., 1992: 70; Gold, 1992: 469). Kim (1992: 394) notes the difference 

between the political rhetoric of democratisation and the actual reality in South Korea. 

For example, the election and rules of the unicameral legislative body, the National 

Assembly, are often subjected to so much interference by politicians that its roles and 

functions are severely compromised. The independence of the judiciary has been 

called into question, and the constitutional autonomy of provincial and local 

governments has not been achieved. Bums (1992: 12) comments that the government 

seems reluctant to press too hard for further democratisation for fear of losing what 

has already been gained. 

The rapid economic growth of South Korea, with a population of around 43 

million people, has earned it the recognition as one of the Four Dragons alongside 

Hong Kong, Singapore and Taiwan. Economic growth has averaged about 10 percent 

per annum for the last decade. It is now the twelfth largest trading country in the 

world (Ministry of ExternaI Relations and Trade, 1993: 72). Between 1962 and 1985 

its real gross national product (GNP) per capita tripled to over $2,000 and in 1990 

stood at an estimated $5,000. Its exports increased from $175 million in 1965 to 

$47.3 billion in 1987, representing more than a 270-fold increase in 22 years (Kim, 

1992: 395). The South Korean stock exchange has 691 listed companies and a market 

capitalisation of around $109 billion, making it one of the biggest markets in the world 

(The Press, 10 March, 1993: 14). 

Since the early 1960s, the South Korean govemment has used a series of five

year Economic Development Plans to oversee the country's economy and achieve its 

remarkable growth (Miyataki & Whatley, 1989: 6). Kim (1992: 395) attributes this 

achievement to three major consistent policy thrusts: expOlt-led economic growth; 
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industrialisation based initially on labour-intensive industries such as textiles, but 

more recently on capital and technology-intensive industries; and state intervention 

in the economy consistent with traditional Confucian principles. 

South Korea is not a pure market economy because the state, directly or 

indirectly, has a powerful influence. Although the role of the state has diminished 

since the 1950s, it nonetheless continues to be a major player in the economy. The 

state has considerable ownership and control over the banking system and owns many 

enterprises in key sectors, often as monopolies (Gold, 1992: 465). Although many 

banks in South Korea have been privatised, the govelnment still remains the biggest 

shareholder or maintains effective control over the banking institutions through its 

personnel policies (Lee & Lee, 1992: 117). 

Lee and Lee (1992: 107) describe South Korea as being somewhere on a 

continuum between a pure capitalist market economy and a centrally planned socialist 

economy. The close partnership between the government, bureaucracy and private 

business merits it the term 'Korea Incorporated' (Kim, 1992: 397). The powerful 

conglomerates or chaebol's created during the 1960s and 1970s continue to dominate 

the economy and have become less dependent on government (Shibusawa et aI., 1992: 

68-69). 

Since the 1990s there have been considerable stresses and strains on the South 

Korean economy. By 1991, wages had doubled in only three years, inflation reached 

9.7 percent despite price controls in a number of key areas, and domestic interest rates 

rose rapidly - ranging from 18 to 22 percent. Several key industries recorded sharp 

declines in export sales. There was also an increase in bankruptcy, especially 

amongst the smaller companies. Competitiveness has also been lost in some low-
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skilled industries, such as textiles and footwear (MinistIy of External Relations and 

Trade, 1993: 72; Burns, 1992: 12). 

The need for some restructuring of the economy has been recognised by the 

South Korean govenunent and action has been taken. Measures to boost the economy 

consist of: state assistance for manufacturers who invest to increase exports; fmancial 

assistance for small and medium-sized companies which are on the verge of 

bankruptcy; tax incentives for research and development; lifting restrictions on 

agricultural imports and construction; and liberalisation of foreign direct investment 

(FDI), financial markets and other service sectors (Reiger & Veit, 1990: 168; MinistIy 

of External Relations and Trade, 1993: 73; Young-Soo, 1990: 37; The Press, 10 

March, 1993: 14). 

Health Care System 

South Korea is similar to other developing industrial countries with regard to 

population profile and morbidity patterns. The median age is less than 25 years, 

although this is expected to increase to 27 years by the year 2000 as a result of the 

declining biIth rate (Flynn & Chung, 1990: 229). Over the next 35 years the elderly 

population is expected to increase nearly threefold. In 1990, 4.8 percent of the 

population were aged 65 and over; by the year 2025 this is expected to reach 13.9 

percent. Life expectancy is 72 years compared to 79 in Japan, 76 in New Zealand and 

Singapore, and 75 in Taiwan. The infant mortality rate is 8 per 1000 live births (see 

Appendix 2: Table 1). Although diseases such as cancer, cardiovascular disorders, 

stroke and diabetes are much less prevalent than in developed countries, more than 

two-thirds of all health problems are related to respiratory or gastrointestinal 

infections. The rural population and agticultural workers, who comprise between 30-
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50 percent of the population, have the highest rates of disability and activity-

restricting illnesses. South Korea has one of the highest population density rates in 

Asia (Flynn & Chung, 1990: 238-239). 

According to Flynn and Chung (1990: 242-248) the South Korean health syste1l\ 

prior to World War Two, reflected primarily Japanese influence, but also, indirectly, 

German influence. The post-World War Two pattern of health care, however, has 

United States and Japanese influence. The private sector dominates the health care 

system, with about 99 percent of all health care facilities and 82 percent of total beds 

being privately owned. 

Health care costs are not only increasing as the economy grows, but are also 

outpacing general economic growth. In 1975, 2.8 percent of GNP was spent on health 

care, rising to 4.2 percent in 1985 and over 7 percent in 1991 (Yu & Anderson, 1992: 

298). In addition, there is an emphasis on acute care or treatment rather than on 

prevention and public health. As a result, there is overspecialisation amongst 

physicians. Hospital charges have been increasing due to low bed occupancy rates -

less than 60 percent (far less than the recommended occupancy rate of 80 percent for 

efficient administration). Furthermore, there are signs that the quality of service is not 

as good as previously, especially for the poor. 

The major health goals of the South Korean govemment are to improve the health 

of the population and enhance social security in the event of childbirth, illness, or 

injury. A key element in achieving these goals is to facilitate increased accessibility 

to health care facilities. Flynn and Chung (1990: 245-248) note that there are at least 

three complicating factors in achieving this goal. First, the Ministry of Health and 

Social Affairs (MHSA) has formal responsibility for health care policy and 
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administration which includes coordination of public health activities and regulatory 

oversight of the health industry. The MHSA is upstaged, however, by the very 

influential national Economic Planning Board which has sweeping powers with 

respect to planning and resource allocation across the economy, which includes direct 

involvement in formulating health policy. This situation is further complicated in that 

the provincial governments and rural and urban health centres, which are responsible 

for the day-to-day implementation of MHSA policy, come under the jurisdiction of 

a separate government department the Ministry of Home Affairs (MHA). 

Apparently the MHA is more politically influential and visible than the MHSA. Thus 

the lack ofMHSA authority reduces its ability to formulate and implement health care 

policy. 

The second complicating factor is that the control which central government has 

over the delivery of health services is severely limited and fragmented due to the 

domination of private sector interests. Weak executive control by central government 

provides little incentive for private providers to seek out cooperative arrangements 

with public authorities. In addition, the private sector is very resistant to change and 

local public health initiatives. A third complicating factor is the strong emphasis on 

financial matters rather than the development of an appropriate health care system 

which suits the needs of rural and urban dwellers. In this respect, social welfare 

objectives which might emphasise the more equitable distribution of services and 

resources are minimal. 

In 1989 South Korea obtained universal health insurance. The path to obtaining 

this goal from 1963 is presented in Table 7.5. This shows that initially two flfffiS in 

1965-66 established voluntary insurance societies for their employees. In 1977 health 
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insurance for employees and their dependents in large films (500+ employees) became 

mandatory. In that same year a medical aid programme for low income, disabled and 

elderly people was established by government. In 1979 health insurance for 

government employees, teachers, and staff in private institutions became necessary. 

In that same year health insurance for workers in firms with over 300 employees 

became obligatory. This was extended to workers in firms with over 100 employees 

in 1981. During the early mid-1980s regional medical insurance was introduced on 

a demonstration basis in six regional areas. In 1983 medical insurance for workers in 

firms with over 15 employees became mandatory. In 1988 and 1989 regional medical 

insurance for rural and urban residents respectively became compulsory. 

Table 7.5: Development of Health Insurance in South Korea 1963-1989 

Year Health Insurance Initiatives 

1963 - Medical insurance law enacted permitting voluntary health insurance. 
1965-1966 - Two firms established voluntary insurance societies for their employees. 
1968-1976 - Voluntary insurance movement for self-employed found to be not 

fmancially viable. 
1977 - Health insurance for employees and their dependents in large firms (more 

than 500 employees) is mandatory. 
1977 - Coverage for low income, disabled and the elderly provided by the 

government (Medical Aid Programme), 
1979 - Health insurance for government employees, teachers and staff in private 

institutions is mandatory. 
1979 - Health insurance for industrial workers over 300 employees or more is 

mandatory. 
1981 - Health insurance for industrial workers over 100 employees is mandatory. 
1981 - Regional medical insurance started in three geographic areas on a 

demonstration basis. 
1982 - Regional medical insurance expands to three additional areas. 
1983 - Health insurance for industrial workers over 15 employees is mandatory. 
1988 - Regional medical insurance for rural residents is mandatory. 
1989 - Regional medical insurance for urban residents becomes mandatoI}'. 

Source: Data from Yu and Anderson (1992): 292. 
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Universal health insurance resembles that of the United States with a dual system 

of wage-based and employer contributory health insurance, and a government fmance 

program of medical assistance to the poor. Local associations collect the 

contributions and have a certain degree of individual discretion in setting the 

percentage of payroll which will be withheld. These not-for-profit associations 

consist of either a single company or several companies, but are subject to nominal 

government supervision. In 1990 there were about 154 individual societies averaging 

about 20,000 members each (Flynn & Chung, 1990: 245-246; Yu & Anderson, 1992: 

298). Since the govemment provides virtually no subsidies to medical insurance 

programmes, there are considerable differences in the benefit levels between 

associations. 

The five categories of universal health insurance in South Korea are shown in 

Table 7.6. Insurance for industrial workers in firms with more than 15 employees 

extended to 37.4 percent of the population, followed by regional insurance for urban 

residents (28.5 percent) and rural residents (14.5 percent), insurance for government 

employees, teachers and staff in private institutions (10.1 percent), and the medical 

aid programme (9.5 percent). 

Table 7.6: Medical Insurance Coverage by Category 1990 

Category Beneficiaries Percent of 
Citizens 

1 Insurance for industrial workers in firms 16.5 million 37.4% 
with more than 15 employees. 

2. Medical Aid Program. 4.2 million 9.5% 
3. Insurance for government employees and 4.5 million 10.1% 

teachers and staff in private institutions. 
4. Regional insurance for rural residents. 6.4 million 14.5% 
5. Regional insurance for urban residents. 12.6 million 28.5% 
TOTAL 44.2 million 100% 

Source: Yu and Anderson (1992): 292 
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Yu and Anderson (1992: 296) note the high level of coinsurance or user-pay in 

South Korea. Coinsurance was introduced primarily as a rationing strategy, and the 

rates vary between 40 and 50 percent depending on the facility and its location. In 

1990 South Koreans paid 51 percent of the total cost of health services directly out of 

their own pocket. This is much higher than most countries with universal health 

insurance coverage and even greater than the United States, which does not have such 

coverage and where only 12 percent of hospital and physician payments are paid 

directly by the patient (Yu & Anderson, 1992: 296). 

Political Economy of Health Care 

Irwan (1989: 410) comments that South Korea is now noted for its relative 

absence of business patronage. Although this has not always been the case, and there 

are signs that corruption, even at the highest levels, may still be present. Up until 

1961 the relationship between bureaucracy and business was corrupt, and illicit 

wealth accumulation by both groups was rampant. The Park regime which came to 

power in 1961 responded to student protests and street demonstrations and went about 

eliminating much of this corruption. In September 1993, however, two former South

Korean presidents were accused of corruption during their terms in office, suggesting 

that excessive business patronage may still be present. Roh Tae Woo, who stepped 

down in February 1993 at the end of his five year presidential term, and his 

predecessor, Chun Doo Hwan, were questioned by the nation's anti-corruption panel 

to answer their role in multi-billion dollar contracts regarding the purchase of air force 

fighter jets and the construction of a dam (The Press, 27 September, 1993: 9). 

South Korea, while becoming increasingly competitive in the world market, has 

successfully resisted excessive penetration by MNCs. The sentiments of the South 
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Korean people against foreign economic domination is too powerful for the state to 

ignore. In patticular the population are suspicious of Japanese and United States FDI 

(Irwan, 1987: 329; Lee & Lee, 1992: 113). The state, therefore, retains a strong 

leverage over the capitalist class. Although with recent moves towards democratisa

tion, the political influence of this class over the state is increasing (Lee & Lee, 1992: 

113). At the end of 1985 the government allowed FDI in South Korean equity to a 

limited extent (Irwan, 1987: 405). 

Whenever market forces fail to comply with planning targets, the government has 

no hesitation in intervening in specific industries or markets. Generally, this 

intervention has been of two types: organisational intervention whereby fmancial and 

industrial capital is organised under the guidance of the state, and fmancial 

intervention directed to provide favourable fmancial and tax conditions for fums to 

invest or expand their investments (Reiger & Veit, 1990: 167; Irwan, 1987: 396). 

As mentioned previously, the powerful chaebols have dominated the South 

Korean economy. Chaebols are controlled by highly centralised family systems. At 

the centre of the chaebol is the hoejang or chairman who is the dynamic and cohesive 

force of the group. In 1977 the 20 largest chaebols contributed 33.2 percent of total 

GDP in the manufacturing sector alone. In the 1980s virtually the whole of the South 

Korean economy had fallen under the domination of about 50 chaebols. They 

dominate export production and the production of luxury and consumer goods. They 

are able to compete competitively with world markets in steel, shipbuilding, textiles, 

automobiles, electronics and other industries (Miyataki & Whatley, 1989: 11; Irwan, 

1987: 400). The chaebols not only overshadow the export and domestic markets, but 

have also bought themselves into commercial banks which have been privatised or 
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partially privatised. For example, in the mid to late 1980s Samsung controlled 14 

percent of the Commercial Bank's shares and 26 percent of the First City Bank's 

shares, and Ryundai controlled 12 percent of the Ranirs bank shares and 6.9 percent 

of the Seoul Bank of Trust's shares (Irwan, 1987: 404). 

The South Korean work ethic is very strong and the average hours worked per 

week are higher than that of Japan. In 1990 the average working week in the non

agricultural and manufacturing sectors was 48.2 hours and 49.8 hours respectively 

(see Appendix 1: Table 6). The average age of the 2,266 senior executives in South 

Korea's largest 100 corporations is 47. This includes associate directors (42 years), 

directors (45 years), managing directors (48 years), vice-presidents ( 50 years) and 

presidents (51 years) (Miyataki & Whatley, 1989: 10). The South Korean 

management style in comparison to the Japanese management style is shown in Table 

7.7. South Korean management practice, compared to the Japanese consensus style 

of management is autocratic and top-down. Obedience and acquiescence in 

managerial authority is essential if employees are to succeed in the company. 

Miyataki and Whatley (1989: 10) attribute this severe seniority structure in 

organisations to a combination of military discipline (South Korea has compulsory 

military conscription along with compulsory membership in the reserve corps until 

men reach the age of 50) and Confucian tradition. 

South Korea has invested large amounts of resources to educate its population. 

The adult literacy rate (15+ years) in 1970 was 87.6 percent. By 1994 this had 

increased to 96.8 percent (see Appendix 1: Table 11; Appendix 2: Table 2). 

Educational inequalities, however, still exist. Whereas 70 percent of the managerial 

and entrepreneurial class have some college education, less than 10 percent of the 
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average male population have attended college. Most of South Korea's top business 

leaders have attended foreign universities, largely in the United States (Miyataki & 

Whatley, 1989: 7). 

Table 7.7: South Korean and Japanese Management Practices 

South Korean Japanese 
Organisations Organisa tions 

Long tenn employment, but not lifetime. Lifetime employment. 

Moderate evaluation and promotion. Slow evaluation and promotion. 

Explicit control mechanism. Implicit control mechanism. 

Autocratic, top-down decision-making. Consensus decision-making. 

Collective responsibility. Collective responsibility. 

Holistic concern for employees. Holistic concern for employees. 

Management development for top level. . Management development for middle 
managers. 

Source: Adapted from Miyataki and Whatley (1989): 9. 

While industrialising the economy and ralsmg levels of productivity, 

consumption and quality of life, South Korea has avoided the extreme discrepancies 

between rich and poor so commonly seen in rapidly developing societies (Gold, 1992: 

462). Despite this there are social problems in South Korea, and inequality is getting 

worse because of insufficient policy measures for redistribution of income and 

resources. For example, there is a higher tax on wage income than there is on capital 

income (Young-Soo, 1990: 37). 

Public antagonism towards the wealthy has highlighted the increasing gap 

between the rich and poor and between rural and urban economic conditions. Income 

distribution during the late 1980s became an important political issue. Trends of 
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inequality have created an upper class consisting of entrepreneurs, corporate 

managers/directors and govemment elites, whereas the working class has been divided 

into several layers. Workers in large fmns enjoyed better wages than workers in 

smaller fmns, and workers with higher education received higher incomes than 

workers with less education (Irwan, 1987: 401; Yu & Anderson, 1992: 293). Irwan 

(1987: 400) points out that production and clerical workers in small firms (less than 

30 workers) received only 76 percent and 69 percent respectively of the wages 

received by their counterparts in the chaebols. 

There is marked discrimination against women in the workforce. From 1971 to 

1981 the number oflow paid female employees increased by 47 percent, while the 

number of higher paid male employees increased by 37 percent. The replacement of 

well-trained male workers with untrained females enhanced the cheap supply of 

qualified personnel to the technically more advanced sectors of the economy (Reiger 

& Veit, 1990: 168; Miyataki & Whatley, 1989: 11-12). 

Between 1960 and 1972 the income share of the bottom 40 percent of the 

population increased slightly from 19.3 percent to 19.6 percent, whereas the income 

share of the top 20 percent dropped marginally from 41.8 percent to 41.6 percent. 

However, over the next decade the income share of the bottom 40 percent fell 

significantly from 19.6 percent to 16.1 percent and the income share of the top 20 

percent climbed from 41.6 percent to 45.4 percent (Irwan, 1987: 386). Although 

Bums (1992: 12) points out that the pay differentials between boardrooms and factory 

floor are not as large as in many western industrial countries. In the United States, for 

example, a managing director of a maj or corporation might get 100 times the income 

of a factOlY worker, whereas in South Korea the pay differential would be less than 
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10 times. Class struggle is velY strong and persistent in South Korea and waves of 

strikes and protests by workers since 1987 have yielded considerable income gains. 

ill general, salaries rose at an average of 17 percent in 1987, and wage settlements in 

1988 ran at between 15 and 20 percent (Irwan, 1989: 415). 

Economic growth in South Korea has brought with it a new social class the 

new middle class. Membership of this class of largely white collar workers 

symbolises economic, social and cultural success. illcreasingly the car is a symbol of 

status. It is estimated that in 1988 roughly 500 new cars were put on the road every 

day. ill 1986 South Korea was rated as having the highest level of car accidents per 

hour on the road in the world. ill 1987 the leading cause of death among 40 year old 

South Korean men was automobile accidents and around 12 percent of all deaths were 

traffic related (Hart, 1992: 118). Other demands are placed upon the white collar 

worker. Competition, fear of failure, insecurity, long working hours and stress take 

their toll on the health of the new middle class. Alcohol and smoking are leading 

health problems for South Korean men (Hart, 1993: 116). In 1981 and 1991 South 

Korea was ranked 22 out of75 countries in the world for tobacco consumption (see 

Appendix 2, Table 1). 

The rapid modernisation of South Korea's economy has had considerable impact 

on its environment and social structure. More than half of South Korea's 43 million 

population is now urbanised. Traditional family and cOlnmunity structures have been 

transfOlmed, and manufacturing and service sector employment has surpassed fatming 

(Kim, 1992: 397). South Korea also has major environmental problems from years 

of unrestrained economic development. Seoul's air pollution is among the worst in the 

world (Bums, 1992: 12). In the United Nations' Quality of Life Index, South Korea 
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was ranked 33 out of 173 countries in tenns of life expectancy, education and 

purchasing power. This compares to rankings of 1st for Japan, 7th for Australia, and 

17th for New Zealand (The Press, 19 May 1993: 8). 

Flynn and Chung (1990: 239-250) discuss the modem development of health care 

in South Korea. Several external and internal factors delayed the emergence of an 

indigenous and independent health care system. These included a period of Japanese 

occupation (1910-1945), followed by United States' military occupation (1945-1948) 

and then the Korean war (1950-1953). From 1953 to 1965 the government was 

largely concerned with industrialisation, economic growth, political stability and 

building its defence force against any communist threat. Health care policy and social 

policy in general was, therefore, of low priority. South Koreans who suffered from 

sickness, injury, or old age were provided with only limited and sporadic benefits. 

Until 1965 most health and welfare services were provided by private charity 

organisations, the majority of which were Christian missionary groups operating 

mainly with foreign finance and staff. The impetus for a shift to modem health 

insurance was largely a result of rapid industrial development during the 1960s and 

1970s. Throughout this period, however, and into the 1980s and 1990s, health care 

has been subject to conflicting resource demands from other social policy areas, and 

increased industrial and infrastructure developments. 

Flynn and Chung (1990: 242) and Yu and Anderson (1992: 294) note the 

mal distribution of health resources in South Korea. These are heavily concentrated 

in urban areas which contain 87 percent of the physicians, 81 percent of the hospitals 

and 91 percent of hospital beds. In addition, more than half the doctors and hospital 

beds are located in the countty's two largest cities, Seoul and Pusan, serving only 
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about a quruter of the total population. Emphasis on a free market approach to health 

care has resulted in medical over-specialisation and fewer primary care physicians. 

The limited supply of general practitioners has resulted in a lack of primary 

prevention and over-utilisation of specialists. The government in the early 1990s 

initiated a progrrunme to solve distributional problems by requiring physicians to work 

in rural areas for a certain period, and by promoting the construction of rural clinics. 

The South Korean Medical Association exerts considerable political pressure and 

has actively discouraged alternative fonns of health care provision, such as new roles 

for other health professionals. Although the government has accommodated the 

pressures from the Medical Association, public opinion also supports the preference 

for highly specialised services (Flynn & Chung, 1990: 242). The proportion of people 

that receive no treatment remains high in South Korea. It is estimated that around 77 

percent of all unwell people either receive no treatment or consult phannacists. 

Phannacists are the major source of health care in the rural areas which also have the 

highest proportion of children and elderly (Flynn & Chung, 1990: 250). 

Yu and Anderson (1992: 297-298) and Flynn and Chung (1990: 244-249) 

identify several problems in the fmancing of health care in South Korea. First, 

although the aim of the government's health care policy is to facilitate universal access 

to medical services in the event of illness, injury and childbitth, in reality this is not 

happening. The system protects urban markets and, in particular, employees in larger 

firms, since insurance participation is limited to those best able to make contributions. 

Agricultural workers, the self-employed, casual and part-time workers, and employees 

in small flnns are frequently excluded due to their small or irregular incomes. The 

effect, therefore, is to widen the gap in health care standards between urban and rural 
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workers and between various groups of urban workers. Participants in the voluntary 

insurance programmes are also experiencing difficulties. Contributions by the insured 

lower paid groups are not matched with contributions from either government or 

employers. For these groups there is little income redistribution. 

A second problem is that the administration of health insurance programmes is 

very fragmented and there is a lack of coordination between and within programmes. 

The government provides few remedies and limited policy development regarding 

contribution rates or benefit levels. These difficulties also make it harder for the 

public and government officials to understand the health insurance programmes, 

potentially reducing programme support and access to services. Although there has 

been considerable discussion in combining some of the insurance societies to gain 

economies of scale and reduce administration costs, this has not yet eventuated. 

A third problem is that high coinsurance rates have resulted in different 

utilisation patterns by income group, with low income groups using considerably 

fewer services than higher income groups. In particular low income groups have 

difficulty in accessing expensive new technologies which are often not covered by 

health insurance. There is also concern that universal health insurance has done little 

to reduce the proportion of health expenditure spent on pharmaceuticals, which in 

1992 was about 30 percent. 

Summary 

South Korea, like Singapore and Taiwan, has also experienced remarkable 

economic growth. Although the role of the state is diminishing, it continues to have 

a major influence on the economy. The state has retained tight control over the 

banking system and key industrial sectors, and has successfully resisted an excessive 
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inflow of multinational companies. Loss of international competitiveness, however, 

has prompted the government to liberalise the financial, export and manufacturing 

sectors. In general, South Korea has avoided the extreme discrepancies between the 

rich and the poor, so commonly seen in rapidly developing countries. However, 

social and economic inequalities are getting worse both between and within social 

classes. 

Although South Korea has universal health insurance, the administration of 

health insurance is fragmented and uncoordinated. High coinsurance rates prohibit 

the utilisation of health services, and the proportion of people that receive no medical 

treatment is high. In the rural areas, pharmacists are the major source of health care. 

There is a need for a more equitable disn:ibution of health resources. There are also 

problems in the health policy-making process due to lack of coordination and 

communication between the major health bodies and the powelful Economic Planning 

Board. Health care costs are increasing and will come under further pressure with the 

ageing of South Korea's population. Health care is also subject to conflicting demands 

from other social policy areas and increased industrial and infrastructure development. 

7.4 Japan 

Political-Economic Context 

Japan is essentially a homogeneous society - speaking one language and enjoying 

a common cult1lre. In 1980 only seven percent of the total population were foreigners, 

of whom Koreans and Chinese were the majority. The Confucian past continues to 

exercise considerable influence on Japan, including its health care system (Lee, 1991: 

17). Due to Japan's mountainous and inhospitable landscape, intensive urbanisation 



280 

has been a relatively recent phenomenon associated with the country's expanding 

industrial sector. In 1950, only 50 percent of the population lived in urban areas, but 

by 1990 this had climbed to around 80 percent (The Economist Intelligence Unit, 

1992-93: 7; Bestor, 1992: 116), making it one of the most highly urbanised societies 

in the world. In comparison with other industrialised countries, however, Japan has 

managed, by and large, to avoid many of the intractable problems of poverty and 

social alienation (Bestor, 1992: 120). 

While the Emperor remains Head of State, legislative authority resides with the 

National Diet which consists of the Upper House of Councillors (252 members) and 

the Lower House of Representatives (511 members). The Lower House is the more 

powerful of the two and controls public fmance (Lee, 1991: 30). The Prime Minister 

is obliged to call elections for the Lower House evelY four years. Members of the 

House of Councillors are elected for six years, half in rotation every three years. 

There are also 57 federal or prefecture governors and assemblies, as well as numerous 

elected mayors and assemblies at the local level (Lee, 1991: 31; The Economist 

Intelligence Unit, 1992-93: 3). 

Democratisation in Japan is mainly a post-war development and democratically 

it compares favourably with other advanced industrialised democracies of the world. 

At the same time, in Japan as in other countries, there is room for further 

democratisation (Lee, 1991: 31; Pempel, 1992: 363). The major conservative 

political group, the Liberal Democratic Party (LDP) has been in government 

continuously since 1955. Consequently, conflict between factions within the LDP 

have assumed greater significance than inter-party rivalry. The political supremacy 

of the LDP, and its emphasis on economic goals, have made possible the country's 
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phenomenal economic success. This achievement has been facilitated by very close 

ties between the LDP, the business sector and bureaucracy. 

Lee and Lee (1992: 109) describe Japan, like South Korea and Taiwan, as a 

capitalist medium state. lbis involves active government intervention in the economy, 

but at the same time not allowing complete control of the economy by the state. 

Japan, South Korea and Taiwan follow the Chinese tradition of recruiting civil 

servants from the best educated individuals through a competitive civil service 

examination. Rawski (1992: 206) also puts Japan somewhere in the middle between 

a pure market economy and a new variety of capitalism in which government officials 

occupy key roles in determining economic and business strategy - as seen by the 

strong influence of the Ministry of futernational Trade and fudustry (MIT I) and the 

Bank of Japan (BOJ). 

Japan, with a population of 124 million, is the leading economy in the Asian

Pacific region and is the second largest economy within the Organisation for 

Economic Cooperation and Development (OECD). It is also one of the fastest 

growing economies in the world and is catching up with the United States as the major 

trading nation in the world (Lee, 1991: 10; The Economist futelligence Unit, 1992: 

10). Japan is also the largest single investor in the Asian-Pacific economy. 

Since 1992, however, there has been a drop in business confidence in the 

Japanese economy. There has been a slowing in economic growth, substantial bank 

losses in a declining real estate market, financial scandals and a drop in stock market 

prices (Ministry of Extelnal Relations & Trade, 1993: 41-43). Powell and Anesaki 

(1990: 93-94) identified several key political issues for Japan in the 1980s and 1990s. 

These included the adjustment of foreign and national security policies to allow for 
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an expanded role in intelnational affairs, reorganisation of the domestic political 

system, and a programme of administrative and [mancial reform. Health care 

financing has come under increased scrutiny as part of these issues. Powell and 

Anesaki argue that this focus on expenditure has been at the expense of other 

important health issues which require attention, such as the nature and suitability of 

the current health care system. 

Health Care System 

Lock (1985: 945-948) describes two paradigmatic shifts in the history of 

Japanese medicine, one in the 6th century with the introduction of Chinese medicine, 

the other in the late 19th century when western medicine was adopted as the official 

medical model. Although western medicine is by far the most dominant in Japan, 

there has been a marked revival of interest in traditional Chinese medicine. Several 

political, economic and social factors have played a part in this revival such as: 

changes in the epidemiology of diseases from predominantly acute to chronic 

problems; the influence of the mass media in generating interest in traditional 

medicine; increased private and government funding of research into traditional 

medicine; the incorporation of some traditional practices into the health insurance 

system; and loss of confidence by many of the public in western medicine. 

The health care system in Japan is a complex mixture of public and private 

efforts (Lock, 1985: 945; Powell & Anesaki, 1990: 147; Blank, 1994: ll5). There is 

considerable functional, institutional and territorial fragmentation of responsibility for 

the provision of health care. The government's policy is to continue to rely on the 

private sector for the provision of hospital and primary medical services in order to 

contain public sector costs. At the same time, there is recognition of a need for input 
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by the government in critical areas which cannot be well served by the private sector, 

such as phannaceutical affairs. The Ministry of Health and Welfare, and the Health 

Service Bureau also maintain an advisory and supervisory function (Powell & 

Anesaki, 1990: 108, 147; Campbell, 1992). 

Wage earners are subject to a deduction of 3.5 percent of their monthly pay to 

cover health insurance for themselves and their dependents, and their employers 

contribute around another 4.5 percent. Whereas the company-based policies cover 90 

percent of the costs, the local government schemes cover no more than 80 percent. 

Out-of-pocket expenses for wage earners, therefore, vary between 10 and 20 percent 

of the cost of the medical treatment (The Economist, 1990: 30). 

Responsibility for community health, enviromnental services and public health 

programmes lies with the government at national and provincial levels through the 

Ministry of Health and Welfare. Prefecture and municipal governments are required, 

by law, to establish public health centres. In 1985 there were 855 of these centres 

functioning throughout the country. Originally it was intended that there should be 

one health centre per 100,000 population. In reality there is a maldistribution of these 

facilities, with the larger ones having a catchment population of up to 300,000. In 

addition, the quality of public health programmes varies considerably between health 

centres depending, in part, on pressures and influence from interest groups (Powell 

& Anesaki, 1990: 109, 147). 

Hospital ownership is highly diversified in Japan, with some 12 major sponsors 

of medical care facilities in the public sector alone and a varied range of private 

owners. Powell and Anesaki (1990: 150-154) note that the private sector owns 82 

percent of all hospitals, local government and other public bodies own 13 percent and 



284 

central government five percent. In other words, four out of five of Japan's 10,000 

hospitals are privately owned. In addition, most of the country's 80,000 clinics are 

privately owned (The Economist, 1990: 28). In 1983 there were 54 cases of hospital 

bankruptcy reported (Ikegami, 1984: 262). 

In 1986 the government announced its intention to reduce the number of 

government-owned hospital beds by nearly one-third over a ten year period. These 

will be either transferred to the private sector or local government, or closed down. 

As with the public health centres, there is a marked mal distribution of hospitals 

attributed to factors such as geography, changes in population distribution, social 

developments, lack of planning, and vested interests from the private sector and 

medical profession. Japan has one of the highest bed-to-population ratios in the world 

(13.3 beds per 1,000 population in 1988) (Appendix 1: Table 9) and the largest 

average length of stay in hospital (40 days compared to six days in New Zealand) 

(The Economist, 1990: 28; NACHDSS, 1992: 31). In addition, competition for 

patients has led in some cases to unacceptable standards of medical care and practice 

(Powell & Anesaki, 1990: 148). 

Although a pioneer in providing universal health coverage in the early 1960s, 

Japan dropped behind many of the other industrialised countries in introducing cost 

containment policies in the 1970s. Since the 1980s, however, it has made 

considerable gains with regard to equal access and control of health costs. In the 

1990s all health care payments are made on the basis of a national uniform fee 

schedule, with implicit limits on increases in overall expenditure (Blank, 1994: 115-

116). 
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Although Japan has the highest life expectancy in the world (women, 80.7 years; 

men, 74.7 years), it is also experiencing many of the same health and social problems 

associated with modem industrialised societies: urban deterioration, overcrowding, 

environmental pollution, increasing leisure time and an ageing population (Caudill, 

1976: 159). Over the next 35 years the elderly population in Japan is expected to 

double. In 1990 the 65 years and over age group accounted for 11.7 percent of the 

total population. By the year 2025 this is expected to reach 23.7 percent (compared 

with an estimated 15.6 percent in New Zealand) (The Press, 3 November 1992: 18). 

Over one-third of total medical costs are attributable to the 70 and over age group, and 

their per capita medical costs are over four times the national average. Of particular 

concern is the lengthy hospital stay of the elderly - roughly eight times as long as the 

elderly in the United States (Martin, 1991: 528-530). 

The leading cause of mortality in Japan, as in the United States and Europe, is 

cancer followed by heart disease and strokes. The most common cancer is stomach 

cancer, but other forms of cancer are on the increase. Between 1975 and 1985 the 

incidence of lung cancer and breast cancer increased 85 percent and 105 percent 

respectively. In 1990, two out of three male adults smoked (The Economist, 1990: 

30). 

Although health changes during the 1980s were primarily initiated to contain 

health costs (in particular the impact of the elderly on health care spending), they were 

also a reflection of the long battle between the Ministry of Health and Welfare and the 

Japan Medical Association (JMA) for control of the health system (Campbell, 1992: 

282). The JMA is the most powerful health professional group in the country and one 

of its major functions is to act as a political pressure group in order to represent and 
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protect the interests of doctors. Its political strength continues to exert considerable 

influence on government health care policy. Another area of conflict is between the 

interests of local govemments and employee health insurance institutions. This latter 

group is often backed by the unlikely bedfellows of the Federation of Japanese 

Employer Associations and the big trade unions (Campbell, 1992: 282-286). 

According to Campbell (1992: 311), compared to the United States and Britain 

(and New Zealand), free market ideology has played a relatively small role in the 

reform ofthe Japanese health system. Although privatisation options were discussed 

by expelts and junior Minisny of Health and Welfare officials, such options were 

rejected as a means to efficiency in the health sector. While fmancial burdens may 

have been shifted towards the private sector, the focus of health care decision-making 

remains with the government. 

Political Economy of Health Care 

The political supremacy of the LDP and its close links with the bureaucracy and 

business community have come under increased scrutiny in recent years. In the 

Confucian tradition, Japan's strong bureaucracy is not regarded as going against the 

public interest. Indeed, the public expects the civil service to oversee many of its 

needs. In addition, the corporatist relationship between the public and private sector 

is openly encouraged; epitomised in what is often described as Japan Incorporated 

(Shibusawa et aI., 1992: 57-58). However, the money politics of the LDP has 

outraged Japanese society. Since 1988 the LDP has been plagued by allegations of 

bribery, insider trading, associations with geishas and receiving illegal political 

donations (The Economist Intelligence Unit, 1992-93: 4). 
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There is growing concern in Japan about the influence of top bureaucrats who 

retire early to take jobs in the private sector - refelTed to as the amakudari system 

(descent from heaven). By placing retired bureaucrats in key positions in the fmance 

and manufacturing sectors, this allegedly allows the civil service to tighten its control 

over the economy. This practice is particularly evident in the finance Minis1:1y. 

Retirees from this MinistIy have landed senior positions in the Bank of Japan, the Fair 

Trade Commission and the Tokyo stock exchange (The Press, 19 May 1995: 11). 

Class structure, education and income distribution have also come under 

increased scrutiny. In terms of quality of life, Japan, according to the 1993 United 

Nations Quality of Life Index, is the leading nation in terms of life expectancy, 

education and purchasing power. In comparison, Australia ranks 7th and New 

Zealand 17th out of 173 countries. However, Japan drops equal to New Zealand if 

treatment of women is included as a factor. In Japan women earn considerably less 

than men, only seven percent of administrative/management jobs are held by women, 

and women trail in education, politics and other areas (The Press, 19 May 1993: 8). 

Powell and Anesaki (1990: 203) also note these inequalities for working women. 

Although women now account for about 36 percent of the workforce, their 

representation in senior or managerial positions and in the professions remains very 

low. Women make up three percent of lawyers, six percent of scientific researchers 

and 11 percent of doctors and dentists. The total employees by industIy, occupation 

and sex in 1984 is shown in Table 7.8. This shows that, by industry, manufacturing 

has the largest workforce (11.2 million) followed by wholesale and services (6 million 

each), construction (3.3 million) and transport and communication (3 million). 

Women are under-represented in all industries but are concentrated in the services, 
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finance/insurance/real estate, and the wholesale/retail industry. Women are also 

under-represented in all the major occupational groups except the services. 

Table 7.8: Total Employees (Excluding Directors) by Industry, 
Occupation and Sex, 1974 ('000 Persons) 

Industry Men Women Total Women as 
% of Total 

Primary 415 215 630 34.1 
Mining 118 20 138 14.5 
Construction 2,857 426 3,283 13.0 
Manufacturing 7,449 3,681 11,180 32.9 
WholesalelRetail 3,408 2,618 6,026 43.4 
FinancelInsurancelReal Estate 812 684 1,496 45.7 
TransponfConununications 2,693 362 3,055 11.8 
Electricity/GaslW ater 275 37 312 1l.9 
Services 3,110 2,897 6,007 48.2 
TOTAL (excluding government) 21,187 . 10,940 32,127 34.0 

Occupation 
Professional & Technical 1,919 1,252 3,171 39.5 
Clerical 4,540 3,808 8,348 45.6 
Sales 2,536 1,191 3,727 32.0 
Farmers, Lumbermen, Fishermen 377 208 586 35.5 
Miners 76 5 81 6.2 
TransponfConununications 2,118 174 2,292 7.6 
CraftsmenlProduction Process 8,948 2,904 11,852 24.5 
Labourers 894 461 1,355 34.0 
Protective Service 564 14 578 2.4 
Service 713 1,456 2,169 67.1 
Construction Workers 509 113 622 18.2 
Total (including government) 22,685 11,473 34,158 33.6 

Source: Steven (1988): 103. 

Whilst discrimination against women is illegal (there is a constitutional provision 

guaranteeing sexual equality as well as the Employment Opportunity Act, 1985), it 

still persists and is seldom subject to redress before the courts. There is also 

widespread and accepted discrimination against several minority groups such as 

members of Japan's traditional untouchable caste (the burakumin), descendants of 

Korean and Chinese immigrants, many foreigners, the remnants of the Ainu tribes in 
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the northern island of Hokkaido, and the physically handicapped (Pempel, 1992: 368). 

Lee (1991: 14) also notes that whilst general living standards in Japan have greatly 

improved, there are still a large number of people living in hardship. 

On the one hand, research suggests that Japanese post-war education has brought 

about egalitarian transformation in society. The official education curriculum is rich 

in egalitarian and participatory themes, and surveys indicate that students have an 

increasingly egalitarian outlook. In 1980 the literacy rate in Japan was estimated at 

100 percent (Lee, 1991: 39). On the other hand, Lee (1991: 181-185) notes a social 

class bias in students. Although the gap separating elite children from the rest of 

children is narrowing, the gap between white collar and blue collar children has 

widened. The advantages that children from the upper class have is reflected in their 

over-representation in institutions of higher education. Among all of the four year 

universities, around 62 percent of the students came from the upper class (the richest 

40 percent of the households). 

Inequality is also found at the secondary level. In order to enter the prestigious 

universities, it is important to have attended the right secondary school and even 

primary school and kindergarten. Ishida (1992: 539-541) comments that the 

coexistence of egalitarian principles and inequality characterise the Japanese 

education system. The egalitarian and unifying qualities of compulsory education, 

which includes six years of elementary school and three years of junior high school, 

is proceeded by a highly stratified system of senior high school and higher education. 

Differences between classes are less visible in Japanese society. Despite the 

reported prevalence of a middle class consciousness among Japanese people, the 

feudalistic hierarchy still remains deeply entrenched and has resisted change (Lee, 
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1991: 193; Ishida, 1992: 538). Stevens (1988: 91-97) argues that Japanese society 

is less class orientated but more stratified. The power of the ruling class and the 

above-average conditions of the labour aristocracy are more attributable to rankings 

by sex, age and education rather than the positions they occupy in the capitalist mode 

of production. 

Class conflict also tends to be hidden beneath inter-company rivalry. In addition, 

class relations assume the form of familial relations. There is a much closer 

relationship between family and production in Japan than there is in traditional 

we steIn monopolies. In Japan, the boss is both the employer and head of the 

household which owns the company. Members of the bourgeoisie and upper-middle 

class are overwhelmingly middle-aged men from prestigious educational institutions. 

Income disparities by age, gender, education and firm size are shown in Table 

7.9. These figures highlight the gender and education inequalities previously 

mentioned. Workers in the large companies (monopoly capital) earn more than their 

counterparts in the smaller firms (non-monopoly capital) across all age groups. High 

school graduates (male and female) earn substantially more than middle school 

graduates. Female graduates (high and middle school) earn substantially less than 

their male counterparts, but the gap between male and female eamings is even wider 

in the larger companies. 

In Japan the working class can be divided into three economically active groups 

and two economically inactive groups (see Table 7.10). Of the economically active 

group there are several fractions of workers: the labour aristocracy comprising about 

4.6 million workers, mass workers totalling 7.9 million and a massive floating reserve 

army (non-regulars) of 13.3 million. The economically inactive group complise 9.2 
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million people, of which 7.3 million are in the latent reserve group and 1.9 million are 

in the stagnant reserve. 

Table 7.9: Monthly Income by Age, Sex, Education and Firm Size, 1976 

Sex and Education Age Monthly Payments(Y) 
N on-Monopoly Monopoly 

Capital Capital 

18 80,200 81,400 
Male 25 116,100 126,500 
HighSchool 35 165,000 193,500 
Graduates 45 209,900 262,800 

55 248,100 334,500 

Female 18 77,200 79,000 
High School 25 101,200 104,100 
Graduates 30 115,900 120,900 

35 130,700 -

15 69,000 70,000 
Male 25 111,500 119,800 
Middle School 35 151,100 166,000 
Graduates 45 186,400 202,500 

55 231,100 233,300 

Female 15 66,800 68,600 
Middle School 25 96,400 99,000 
Graduates 30 107,900 111,200 

Source: Adapted from Steven (1988): 93. 

Table 7.10: Fractions of the Japanese Working Class, 1974 

Total Number: 

(A) Economically Active 
a) Labour Aristocracy 4,626,850 
b) Mass Workers 7,864,233 
c) Reserve Anny (Floating) l3,258,000 

(B) Economically Inactive 
a) Latent Reserve 7,337,000 
b) Stagnant Reserve 1,881,000 

TOTAL 34,967,083 

Source: Steven (1988): 103. 
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Table 7.11 shows the estimated size of the reserve anny and economically 

inactive group by sex and sector of employment. Women are by far the most 

vulnerable of this insecure and exploited workforce, comprising nearly 80 percent of 

the total reserve anny. The smaller ftrms (non-monopoly) utilise a much larger 

reserve army of workers than the larger ftrms 68 percent compared to 32 percent 

respectively. 

Table 7.11: Estimated Size of the Japanese Reserve Army by 
Sex and Sector of Employment, 1974 ('000 Persons) 

Non-Monopoly Monopoly Total 

Men Women Total Men Women Total Men Women 

A. Floating 
Non-regulars 2,150 7,114 9,264 983 3,005 3,988 3,133 10,119 
Part-timers 1,231 5,911 7,142 615 3,303 3,918 1,846 9,214 
Day labourers 919 1,203 2,122 374 315 689 1,293 1,518 

B. Latent 604 6,733 

C. Stagnant 856 1,025 

TOTAL 
RESERVE 18,528 8,595 7,732 28,609 
ARMY 

Source: Adapted from Steven (1988): 102. 

Total 

13,252 
11,060 
2,811 

7,337 

1,881 

36,341 

The reserve army is also made up of 2.8 million day labourers known as the 

Yoseba. The plight of these people parallels that of minority races in more racially 

heterogenous societies. A day labourer is always shifting between three modes of 

existence - worker, unemployment and sickness. The majority of the Y oseba suffer 

from ill health, especially alcoholism and mental illness. Nearly all lack health 

insurance and an estimated two-thirds of all patients in Tokyo's public mental 

hospitals are day labourers (de Bany, 1988: 112-116). 
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The maldistribution of health resources, though mentioned previously, warrants 

more detailed analysis. Japan, like most other industrial countries, has an uneven 

distribution of medical specialists and facilities which are concentrated in the urban 

areas. ill 1980 there was a national average of 127 physicians in clinical practice per 

100,000 population. However, the range of physicians between prefectures varied 

from 70 to 180 per 100,000 population. The specialty distribution was also uneven 

and there was a serious shortage of physicians in the public health area (Hashimoto, 

1984: 338). Powell and Anesaki (1990: 202) also report wide variations: in the 11 

major cities in 1982 the ratio of doctors was 214 per 100,000 population compared 

with 142 per 100,000 in other cities, and 80 per 100,000 in rural areas. Medicine also 

remains a profession for the upper class. Around one-third of all medical school 

entrants are the children of medical practitioners, and the practice of attending the 

same medical school as one's parents is strong (Powell & Anesaki, 1990: 211). 

As with doctors, the geographical and organisational distribution of nurses is not 

uniform. Private hospitals employ a higher proportion of unqualified nurses compared 

to public hospitals. It is common practice for private hospitals to recruit part-time 

casual staff from hire agencies as and when needed (Powell & Anesaki, 1990: 220). 

There are also problems with the education of nurses and allied health professionals. 

Nurses make up about 60 percent of the health workforce in Japan. Their role, 

however, is generally viewed as an extension of the women's role in society. 

According to Powell and Anesaki (1990: 221), the education and training of nurses 

has not substantially altered since the late 1940s. This has not helped nurses to 

enhance their professional status. The education of allied health professionals in the 

early 1980s was canied out in special training schools which were separate from the 
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fonnal education system. This seriously disadvantaged the allied health professions 

and resulted in a shortage of facilities, poor staffmg and financial problems. In 

addition, nurses and other allied health professionals were trained predominantly as 

assistants to the physicians with an emphasis on treatment rather than prevention 

(Hashimoto, 1984: 338-348). 

Another area where there is a marked maldistribution of resources is the high 

technology area of computerised tomography (CT). Niki (1985: 1131-1137) notes 

that there has been a dramatic diffusion ofCT scanners since 1975. Table 7.12 shows 

an international comparison of installed CT scanners between March 1978 and 

December 1982. In 1978, Japan had 292 scanners (2.6 per million population) 

whereas the United States had 933 (4.4 per million popUlation). By 1982, however, 

Japan had the highest diffusion ratio in the world with 2120 scanners (18.5 per million 

population) compared to the United States with 2318 (10.7 per million population). 

Table 7.12: International Comparison of Installed CT Scanners 
Between 31 March 1978 and 21 December 1982 

31 March 1978 31 December 1982 

Number of Scanners per Number of Scanners per 
Scanners million population Scanners million popUlation 

Japan 292 2.6 2,120 18.5 
United States 933 4.4 2,318 10.7 
United Kingdom 52 0.9 115 2.1 
West Gennany 93 1.5 230 5.4 
France 12 0.2 80 1.5 
Sweden 13 1.6 - -
Italy - - 90 1.6 
Netherlands - - 80 5.7 
Canada - - 72 3.1 

Source: Niki, R. (1985): 1132. 
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The distribution of CT scanners in general hospitals by number of hospital beds 

in 1981 is shown in Table 7.13. Of the total general hospitals (8,167), around 17 

percent had head or body scanners. More specifically, in the largest hospitals (500+ 

beds), 84 percent had head or body scanners. Almost half (49 percent) of the rniddle-

sized hospitals (300-499 beds) and nearly 23 percent of the middle-small hospitals 

(100-299 beds) had head or body scanners. Even some of the smallest hospitals (20-

49 beds) had such scanners. 

Table 7.13: Distribution of CT Scanners in General Hospitals 
by Number of Hospital Beds (December, 1981) 

. General hospitals General hospitals General hospitals 
with head scanners with body scanners with head or body 

scanners 

Size of Total % % % 
hospital general 
(beds) hospitals 

TOTAL 8,167 885 10.8 645 7.9 1,411 17.3 

20-49 2,512 67 2.7 15 0.6 79 3.1 
50-99 2,264 176 7.8 30 1.3 201 8.9 

100-299 2,450 361 14.7 214 8.7 557 22.7 
300-499 617 120 19.4 201 32.6 303 49.1 
500- 324 161 49.7 185 57.1 271 83.6 

Source: Niki (1985): 1133. 

The govemment's restraints on health care spending have forced hospitals to 

examine their management structures and practices. The hiring of consultants and the 

provision of training programmes is a growing industry, with an estimated 250 

consulting finns in the market. In 1981, consultancy/training fees were estimated at 

400 million yen; by 1990 this had increased dramatically to 200,000 million yen. 

Interest in multi~hospitals or chain hospitals is also growing; 30 hospitals were 



296 

organised as such in 1983, increasing to 60 in 1985 (Powell & Anesaki, 1990: 195-

196). 

Ikegami (1981: 262) describes the management structure of hospitals in Japan as 

being similar to the corporate model in industry. The medical superintendent is the 

chief executive, occupying both clinical and administrative responsibility. Frequently 

in the case of private hospitals, the medical superintendent is also the owner of what 

is basically a family business. The medical superintendent is assisted by a business 

manager who could be a relative or a handpicked person from either the private sector 

or government bureaucracy. As mentioned previously, nurses have not yet achieved 

full professional recognition and independence. 

Ikegami argues that the hospitals have not been able to take full advantage of the 

Japanese corporate management style for two major reasons. Firstly, the strong 

professional culture of the health professionals mitigates against strong commitment 

to the organisation. Employees are divided by professional training and identity. In 

the case of doctors, for example, their primary allegiance is given to their university 

clinical departments rather than to their hospital of employment. Secondly, the 

pursuit of organisational profit, efficiency and expansion is tempered with moral, 

ethical and credibility issues. 

Ohnuki-Tierney (1984: 225) is critical of the Japanese health model. He argues 

that it is too urbanised and reliant on western science and that it is heavily influenced 

by a small but powerful segment of western society, namely the world view of the 

intellectual professional elites. It is not based on, and is velY much remote from, the 

daily folk life ofwestelTI and Japanese societies. 
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The concept of the patient's right to know is not widely understood, let alone 

accepted or practised in Japan. Powell and Anesaki (1990: 216-217) note that in a 

1985 survey of doctors and nurses in 100 government medical facilities, only five 

percent of patients who had died of cancer in 1983 were informed that they had the 

disease. There is also considerable mistrust and public unease of the medical 

profession in light of documented reports of overprescribing, unnecessary diagnostic 

and treatment procedures, malpractice, inefficiency and corruption. This unease, 

however, has not yet resulted in collective action. Patients' rights, informed consent 

and malpractice suits are virtually unheard of (The Economist, 1990: 30). 

Although the use of pharmaceuticals in Japan is high by world standards, a 

parallel emphasis on traditional Chinese medicine and heavy use of herbal tonics and 

vitamins has tended to prevent the market becoming saturated with potent drugs. But 

there are signs that the drug industry is becoming more aggressive in its marketing and 

research of pharmaceuticals both nationally and internationally. In addition it is now 

contracting out drug and biotechnology research to United States' companies (The 

Economist, 1995a: 77-78). 

Summary 

Japan is the largest economy in the Asian-Pacific region and the second largest 

in the world. Although the state is actively involved in the economy, it also 

encourages free market principles. There is a very close relationship between the 

government, bureaucracy and the business community. In terms of quality of life, 

Japan is the leading nation in the world in areas such as life expectancy, education and 

purchasing power. Whilst living standards have improved dramatically, there are still 

a large number of people marginalised and living in hardship. There are inequalities 
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in Japanese society, with women in p811icular being disadvantaged. Differences 

between classes, although less visible, are present. The power of the ruling classes 

is more attributable to rankings by sex, age and education rather than the position they 

occupy in the capitalist mode of production. 

Health care spending has come under increased scrutiny in recent years, both as 

part of a wider economic restructuring and as cost containment policy in the health 

sector. Reform in the health sector has been criticised for being too focused on 

financial changes at the expense of much needed functional and structural 

requirements. Health services, for eX81nple, are fragmented, too reliant on curative 

medicine and unevenly distributed. Health care spending will also come under 

additional pressure from an expected increase in ph81maceutical consumption and 

from Japan's ageing population. 

7.5 CONCLUSION AND DISCUSSION 

In this chapter I have tried to show the cross-national relevance of the critical 

elements and modifying factors identified in the conceptual model proposed in 

Chapter 2 (Figure 2.6). This comparative study demonstrates how health care in 

different countries has developed in response to different influences, with political, 

economic and cultural influences particularly standing out. The different power 

theories or perspectives, discussed in Chapter 2, also have an important contribution 

to make to our understanding of the political economy of health C81'e in these four 

countries. For eX81nple, in Singapore and South Korea the anti-colonialism 

perspective is relevant. In South Korea we see emerging pluralist and Marxist 

perspectives, In Singapore, Taiwan and Japan there is a combination of the 
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structuralist perspective (managerialism and professionalism) and elitism, especially 

the dominant influence of the bureaucracy. 

This study of the political economy of health care in Singapore, Taiwan, South 

Korea and Japan hopefully offers some valuable lessons and insights for New Zealand 

and vice versa. All four countdes are frequently given as examples, by politicians and 

the business community in New Zealand, of how phenomenal economic success can 

be achieved through market forces and a strong private sector. This analysis shows, 

however, that this perception is erroneous and misleading. In all four countries the 

free market has not been accepted unconditionally as a matter of dogma- as it has in 

New Zealand. Rather, the free market is seen as a means to achieve economic and 

national goals, not as an end in itself. For this reason, there has never been any 

hesitation on the part of their governments to intervene in the economy. 

In fact the degree of govemment control or intervention, which has both cultural 

and pragmatic origins, is both pervasive and complex. As an institution, the state and 

its domination of society, along with the notion of the collective good as opposed to 

individualism, has long been a pad of East Asian culture (Lee & Lee, 1992: 108). 

Pragmatically, the state creates the conditions for successful private enterprise to 

operate domestically and to compete intemationally (Haworth, 1994: 37). Thus, the 

state will target its intervention at those sectors in the economy, including health care, 

which are flagging or require assistance. 

Although the economic success of all four countdes has been spectacular and has 

resulted in an improved standard of living for many of their populations, there is a 

down-side to this accelerated development which has not been so openly articulated. 

This chapter has shown that there have been considerable social, cultural, 
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environmental and health costs to pay for this economic growth. Moreover, all four 

countries are confronted with the tensions and conflicts of westernisation. This is 

particularly so in health care. The governments of all four countries, albeit to various 

degrees, are having difficulty in containing many of the excesses or abuses of western 

curative medicine, as seen in the technological imperative, mal distribution of 

resources, proliferation of pharmaceuticals, the dominance of the medical profession 

and the weakening of traditional medicine. 

The fact that strong state control in all four countries has played a major part in 

their economic success raises an important question. Why has this critical factor been 

overlooked or downplayed by political and business elites in New Zealand? This 

oversight may stem from a genuine lack of understanding and awareness of the 

political-economic systems and cultures of these countries. Part of the answer, 

however, could be ideological in nature; namely the hegemony of neo-liberalism in 

New Zealand. As was shown in Chapters 2 and 5, neo-liberalists reject any notion of 

the collective good and seek to either weaken or restructure the role of the state. The 

notion of a dominant state, therefore, is an anathema to neo-liberalists. Thus, when 

Japan and the NICs are held up as economic models to emulate, the language of this 

emulation - the political discourse - focuses on micro level concepts, such as 

management and work site practices, organisational structure, quality assurance, 

efficiency and effectiveness, and a strong work ethic, rather than on the macro 

political-economic concepts. This paradox may contribute, in part, to the ambivalent 

feelings shown by the New Zealand government and business community towards the 

Asian-Pacific region. 
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All four countries have been successful in attaining universal or near universal 

health insurance (but of a private insurance nature rather than funding through general 

taxation or a National Health system) and containing health expenditure. This has 

been achieved through health systems that are primarily privately based, but with 

centralised control over the framework for funding, provision and regulation of 

services (except in the case of South Korea where central control is weak and 

fragmented). As New Zealand moves towards more market control and privatisation 

or quasi-privatisation of its health system, it is clear that such centralised control will 

be necessary if the reforms are to be successful in terms of access and equity of 

outcome. 

It is also clear that the health systems of all four countries will come under 

increased pressure from many of the same external and internal problems or forces 

discussed in Chapter 4 (see Table 4.13), namely ageing populations, rapid and 

uncontrolled urbanisation, environmental issues, socio-economic problems, and the 

excessive industrialisation of health. As Singapore, Taiwan and South Korea move 

towards full democratisation, the public will also want to have more input into the 

public policy- making process and in defining social priorities. 

Although socio-economic and gender inequalities do exist and some groups have 

been severely marginalised, all four countries, in general, have avoided the intractable 

socio-economic problems experienced by other rapidly developing countries. There 

are signs, however, that the high level of state intervention in all four countries is 

diminishing. In parallel with initiatives towards fulther democratisation are moves 

towards market liberalisation. It is vital, therefore, that they consider the social and 

cultural impact of finther deregulation and privatisation. New Zealand has already 
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been down this road and economic restructuring has caused considerable hardship and 

suffering and has, arguably, led to greater poverty and social dislocation and a wider 

gap between the rich and the poor. Thus New Zealand can offer some valuable 

lessons to these countries. 

Although Japan is a member of the OECD, Singapore, Taiwan and South Korea 

have not yet gained OECD status. These three countries are still economically too 

young to allow an assessment on whether their economies will remain strong in the 

long-term. A key factor will be how they manage their close dependence on the world 

capitalist system - particularly Singapore which is velY vulnerable. 

There is also the question of broader regional security issues that potentially 

could de stabilise the East Asian region both politically and economically. Regional 

conflicts repressed by the Cold War could now resurface. The continued standoff 

between North and South Korea and the China-Taiwan problem could erupt into 

armed conflict (Shambaugh, 1994: 423). Conflicting territorial claims are now an 

emerging threat, such as competing claims in the Spratley Islands in the South China 

Sea between China, Vietnam, Brunei, Malaysia, Taiwan and the Philippines, and 

disputes between Singapore and Malaysia over the island of Pulan Batu Putik in the 

Straights of Johore (McCullagh, 1995: 18). Broader regional fears of a resurgent 

Japan, strong and assertive China and unpredictable North Korea are also present. 

It is clear that rapid industrialisation and urbanisation have created major 

environmental and social problems. There is sufficient evidence in this analysis to 

indicate that more balanced social and economic development is needed so that all 

people can gain from the economic success. This, however, applies equally to other 

OECD countries including New Zealand. 
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CHAPTER EIGHT 

CONCLUSION 

This thesis began with a general question: How can we understand the 

complexities, problems and challenges facing health care today? The weight of 

argument in the preceding chapters indicates that the answer to this question does not 

lie within the health care sector alone. Indeed, to focus only on the health care sector 

would give us the wrong answer. Rather, this thesis shows that the analytical key to 

unravelling this question lies in understanding the broader political, economic, social 

and demographic forces influencing and shaping health care outside and within the 

health care sector, with the former having more influence than the latter. Implicit 

within this understanding is that New Zealand is undergoing rapid economic, social 

and technological change which in tum affects the way the government, interest 

groups and the public view health care and policy. 

Theoretical Framework 

In Chapter 2 a comprehensive and integrated theoretical framework for 

understanding and analysing health care was proposed. It consisted of several 

dimensions, which I will reiterate, because when looked at in totality they encapsulate 

what this thesis attempts to contribute to knowledge and inquiry in this particular field 

of study. 

The first dimension was a broader way of looking at health care which includes 

factors outside and within the health care sector. Although the emphasis of this thesis 
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has been on macro political-economic factors, I have integrated these with other 

equally important micro and individual influences such as institutional processes, 

distribution of power, technological change, and lifestyle and biological factors. This 

contextuality of health care requires an understanding of the relationship between the 

parts and the whole, but, I would argue, giving preference to an analysis of the whole 

for problems that demand policy responses. However, it is precisely this contextuality 

that has been neglected by mainstream health research. Most health research in New 

Zealand and overseas not only has an inward focus, but is also directed towards 

clinical and curative medicine. 

The second dimension focused on a multiplicity of approaches to the study of 

health care. It is recognised that a combination of multi-disciplinary (see Table 2.1) 

and multi-level (see Figure 2.1) approaches are required to comprehend and explain 

the uncertainty, changeability, sensitivity, and reality and unreality of health policy 

problems. This approach cuts across existing disciplines and levels of analysis, 

recognising that no one specialisation or level of inquiry has precisely the frame of 

reference to understand or explain events or problems. Just as there are multiple ways 

to perceive problems, there are various means of overcoming such problems. Both the 

multi-disciplinary and multi-level approaches are reflected in the methods of inquiry 

used in this thesis. The use of political economy in particular offers an opportunity 

to give considerable insight and understanding to many of the problems confronting 

society in general and health care specifically. 

A third dimension viewed the concept of health as a dynamic, constantly varying 

condition of the individual, group or population encompassing four facets - spiritual, 

physical, psychological and family. Our perceptions and understanding of the concept 



305 

of health affects not only the essence of our very being and identity but also our value 

system and how we frame and answer questions about health care and policy. No two 

individuals will see, comprehend or experience the same health problems in identical 

ways. 

Given that the concept of health is problematic, it follows that it is too 

complicated a phenomenon to be understood from a single discipline or level of 

analysis. Moreover, we would expect that the study of its derivatives, such as health 

policy, health studies and medicine, would take into account this complexity. 

However, such a multi-dimensional view of health, although gaining wider acceptance 

in westem society, is still secondary to the dominant disease-based scientific modeL 

The acceptance of this model, whether genuine or false, sets the frame or paradigm 

within which we view health and its derivatives. 

A fourth dimension recognises the problematic relationship between health care, 

health policy, health status and socio-economic status (see Figure 2.4). In this thesis 

I argued that the major detenninants of health status are socio-economic in origin. As 

was shown in Chapter 4, these detemunants were largely ignored or downplayed by 

policy-makers in the fonnulation and implementation of the current health refonns in 

New Zealand. 

A :fifth dimension included a framework for the comparative study of health care 

systems which recognises both the interdependence of countries within the world 

economic system and the changing nature of such systems. Thus, for example, we 

see the New Zealand economy becoming increasingly dependent on the world 

economy (Chapter 5) and the New Zealand health care system shifting from a welfare-
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orientated health care system to a quasi-market and entrepreneurial system (see 

Chapters 2 and 4). 

The final dimension is the ongoing involvement of the public and community in 

determining their own health conditions and services. This involvement needs to take 

place at all four levels of analysis (macro, middle or policy-making, micro and 

individual). I say this without being too idealistic, utopian or delusional. Obviously 

at the individual and community levels there is considerable scope for authentic 

involvement of the public and individuals in determining their own health care. Such 

initiatives should be encouraged and accommodated in the policy-making process. 

Although consensus on health policy issues is not always possible due to the diversity 

of the interest groups and the extreme sensitivities of many of the issues. There are 

also political and health care risks in democratising the health policy process too fully. 

Given the individualistic consumer value system prevalent in western society, there 

is no guarantee that health care priorities and the distribution of resources will be any 

better than they are at present. Furthermore, not all policy decisions can please all 

interest groups. There are times when policy-makers need to override the interests of 

some groups in society in order to advance collective national goals. The key for the 

policy-makers is to make sure the public are consulted during the initial formulation 

of such goals. 

The framework which I have postulated here largely builds upon a previous 

knowledge base. However, its contribution to the study of health care, hopefully, lies 

with its totality. It offers a contextual framework for analysing health care problems 

and issues that is both comprehensive and eclectic. It also provides a series of bridges 

that criss-cross the chasms between the various theoretical perspectives or disciplines 
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and the different levels of analysis. These are the barriers prevalent in the social 

sciences and medicine which perpetuate the one-sided tunnel vision of the totality. 

This thesis has attempted to put the trees (the health sector) within the setting of the 

forest (the political, economic and social structure). In doing so I have tried to not 

overlook the trees they are the lifeblood of the ecosystem. In other words, to focus 

only on the political-economic level of analysis would be as neglectful as the current 

narrow, inward focus of mainstream health research. 

This framework is by no means definitive; it was never intended to be. Rather, 

my intention was two-fold. Firstly, to highlight key concepts and perspectives which 

have considerable explanatOlY and interpretive value when they are applied to 

different levels of health care analysis and complex problems or issues. The concept 

of power, for example, penneates through the different levels of analysis. Although 

this concept may not be relevant to all policy issues, it is important that analysts are 

at least aware of its pervading influence. Secondly, my intention was to show an 

overriding concern for individual and community values, no matter at what level of 

analysis one is studying. Thus, even though my primalY focus throughout this thesis 

has been at the macro political-economic level, the theoretical framework started and 

finished at the individual leveL 

In Chapter 2 a distinction was drawn between the policy level of analysis and the 

political-economic level. Although this is a valid distinction, theoretically it should 

not be as clear cut. There is considerable overlap between some fields of the policy 

sciences and the study of political economy. The distinction in this thesis, however, 

is vel)' important because, as shown in previous chapters, the policy-making process 

in New Zealand has several deficiencies. For example, health policy analysis as 
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currently practised serves, in most cases, to legitimise and reproduce the current neo-

liberal ideology and to make unthinkable the possibility of any alternatives outside 

this paradigm. Thus, it was important, theoretically and empirically, to look wider 

than the policy-making leveL To have focused only on this level would have provided 

only some of the answers to my initial question. 

There are risks in attempting to conceptualise and portray this totality. In 

adopting a multiplicity of approaches I have tended to move across some areas with 

broad brush strokes and left other areas loosely sketched. For example, my discussion 

on the policy process over-simplifies this flourishing field of inquiry. However, my 

purpose was not to postulate a theoretical framework for health policy analysis. 

Rather, I view the policy sciences as just one tool, albeit a very important one, for the 

analysis of health care. Similarly, I am also aware that my class analysis of health 

care is loosely sketched. Changing social divisions in contemporary society highlight 

the need for alternative frameworks for analysing the complexities of these divisions. 

There is obviously a need for intermediary divisions between the bourgeoisie and the 

proletariat. For this reason I have utilised the Wilkes, Davis, Tait and Chrisp (1984) 

model for demonstrating class structure outside (see Table 6.1) and within (see Table 

6.5) the health care system. Once again, my purpose was not to present a thesis on 

class analysis. Rather, I see class processes as an important, indeed critical, factor in 

understanding the complexity of health care and policy. 

I also recognise that this framework and analysis may appear unorthodox and in 

conflict with prevalent ideology and thinking. For policy-makers, however, the risks 

in not taking into account a comprehensive framework for analysing health policy 

problems may be even more dangerous. My basic thesis has been that these problems 
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will inevitably get worse rather than better in the absence of policy initiatives that 

meet a variety of social, economic and health status objectives. Conventional 

ideology and approaches may actually inhibit this attainment. 

Political Economy 

What, then, do the findings of this thesis mean for the political economy of 

health care in New Zealand? The key to this question lies in the themes or sub-themes 

outlined in Chapter 2. Some of these themes have already been discussed fully and 

there is no need to revisit them, other than perhaps in their relationship to other 

themes. There are three themes that require further analysis, two of which are so 

inter-related that they can be discussed as one. This is the interdependence of New 

Zealand within the world economic system and the hegemony of neo-liberalism in 

New Zealand. 

lnternationalisation and Neo-Liberalism 

ill Chapters 5 and 6 it was noted that the intemationalisation and deregulation of 

New Zealand's economy had been particularly swift, dramatic and largely 

uncontrolled. (In fact, this operational experience was to be put to good use in the 

1990 health refonns.) On the one hand, much of the public sector has been privatised 

or quasi-privatised, and key sectors of the economy have fallen into foreign control 

the fmance sector in particular. On the other hand, several large New Zealand 

companies moved off-shore to intemationalise their operations in countries such as 

Chile, Brazil, Britain and Australia. 

It is arguable whether or not this two-way movement of capital is a direct threat 

to New Zealand's sovereignty. There is little doubt, however, that the independence 

of New Zealand as a small nation state has been substantially undermined by this 
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recent internationalisation. New Zealand's economic future is now irrevocably tied 

to the vagaries of the international market place. Hence, this interdependence on 

international capital can present an indirect challenge to New Zealand's sovereignty 

because should the government, at some stage, wish to retreat from neo-liberal 

integration, it may fmd such retreat extremely difficult, if not impossible. With a 

mixed member proportional (MMP) election now fairly certain, and the likelihood of 

a coalition government being formed, New Zealand's commitment to internationalisa

tion and neo-liberalism is not necessarily a given condition particularly with regard 

to neo-liberalism. 

Such a retreat for the New Zealand government will be politically and 

economically difficult for several reasons. These include pressures from international 

economic organisations, major lending institutions and foreign investors; sway from 

bilateral and multilateral trading countries; and potential for internal economic and 

political instability. Even more problematic is the extent of transformation undertaken 

by successive neo-liberal regimes. New Zealand's economy has become so integrated 

into the demands of international capital that any reversal from neo-liberalism in the 

short to medium term makes it an unlikely option. As was noted in Chapter 5, this 

integration is not only economic. The ideology of neo-liberalism has pervaded the 

political, social, cultural, work and tertiary education systems. According to Haworth 

(1994: 37-38), an immediate retreat from neo-liberalism would require the 

implementation of a siege economy, fenced off from the international economic 

community and subject to major internal political instability. 

In fact, it would appear that the actual goal of the government has been to make 

it virtually impossible to retreat from neo-liberal integration no matter which political 
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party wins an MMP election. The Prime Minister has made it clear to the 

international community that an MMP election will not de stabilise the country 

because the economic transition is now too fIrmly established. 

What then can a country, such as New Zealand, do to reduce its interdependence 

and yet be part of a world economy? And how can it extradite itself from neo

liberalism, if it wishes to do so? There are several economic and political choices 

available to countries in this situation - with some options being more radical and 

severe than others. I will not elaborate on all these options here and the reader is 

referred to HawOlth (1994) for a more detailed examination of such options. Of 

particular relevance to this thesis, however, is the option of a planned-market 

approach. This is·the approach followed by Singapore, South Korea, Taiwan and 

Japan, and may well serve as a model for New Zealand. 

Chapter 7 notes that all four countries have dynamic economies yet also have a 

high degree of state intervention or activism. In all four countries the state and the 

business community work closely together to identifY and develop market or industrial 

sectors in which a national economy may specialise effectively. Haworth (1994; 37) 

notes that an important aspect of this interventionism by the newly industrialising 

countries (NICs) is their approach to multi- and trans-national companies and foreign 

direct investment (see also Chapter 7). Although international capital is welcomed 

into these countries (albeit to various degrees), this welcome is qualified by a clear 

requirement that the efforts of the investing companies should be externally 

orientated. Thus, international capital may use a nation state as a platfOlm to launch 

output into the international market place, but not as a destination market. 
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Of course, this 'new inteIVentionism' is really a form of economic nationalism as 

described in Chapter 2, and is an anathema to the neo-liberalists. There is no doubt, 

however, that its nationalistic qualities, such as a general commitment to state 

building, new protectionism, and the subordination of the market place to the pursuit 

of state interests, have been a vital component to the success of Japan and the NICs. 

Such a model, with the appropriate political, social and cultural modifications, would 

allow New Zealand to reduce its interdependence, be part of the world economy, and 

retreat from neo-liberalism in its purest sense without any associated political or 

economic instability. 

There are several factors, in my view, which indicate New Zealand could adapt 

very quickly to a planned-market approach. Historically and culturally, New Zealand 

has been conditioned or sensitised to 'old protectionism', both economically 

(particularly during the mid 1970s and early 1980s) and socially through the welfare 

state. The concept of 'new interventionism' is also not alien to New Zealand. In the 

health sector, for example, the government has had no hesitation in inteIVening to 

prop up the debt-ridden CHEs in order to make them commercially viable. In 

particular, the market reforms and state sector restructuring over the past decade have 

established the government-business interface and infrastructure required for a 

planned-market approach. As discussed in Chapters 5 and 6, the New Zealand 

government and the business sector already have extremely close ties. New Zealand's 

small size and high degree of interlocking directorships also make it more open to a 

planned-market approach. 

Yet there are several factors which countries need to consider before moving 

towards a planned-market economy. First, this type of approach seems to operate best 
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m countries with all or a combination of the following: strong centralised 

governments with limited democracy; the domination of one party or government; a 

strong Confucian tradition; long-term nationalist goals; and extremely close ties or 

blurring between the public and private sectors. Second, the Nrc model may have 

arisen from a combination of political and economic events in the 1960s and 1970s 

which has now been surpassed by the economic crisis in the 1970s and subsequent 

reactions to it (Haworth, 1994: 38). If this is the case then the Nrc model may be 

either obsolete or require major readjustments for the 1990s. There are signs that 

Japan, Singapore, Taiwan and South Korea have all been making adjustments to the 

new interventionist model. Chapter 7 notes that the high level of state intervention in 

all four countries is decreasing to various degrees, and that their economies are 

becoming more neo-liberal. A third factor is that although phenomenal economic 

growth of all four countries has improved the standard of living and health of their 

populations, this has been at a considerable economic, social and cultural cost. 

Thus, for New Zealand its future political-economic direction looks uncertain 

and is a cause for conceln for many people. A decade of economic and social change 

has, at best, produced mixed results - there have been some winners but also many 

losers (see Chapter 5). The question of whether New Zealand continues down the 

path of neo-liberalism or opts instead for new interventionism or some other political

economic model is a political choice which the democratic process may address in 

New Zealand's fIrst MMP election. 

Health Care 

This understanding of intemationalisation and neo-liberalism gives us some 

possible insights into the future direction of New Zealand's health care policy. As 
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discussed in Chapter 4, there remains considerable uncertainty as to how far the health 

reforms will go. The first MMP election, which can now take place any time after 1 

July 1995, may be the deciding factor in determining the philosophical direction of 

the New Zealand health system and the future of its public health system. 

Take, for example, two possible scenarios arising from an MMP election. fu the 

first scenario, an elected government or coalition government remains committed to 

neo~liberalism. This would most likely result in a continued erosion, dismantling or 

restructuring of the welfare state in general and of the role of the state in providing 

health care services specifically. In health care some of the uncertainties highlighted 

in Chapter 4 would be clarified. It is likely, for example, that we would see an 

increase in the role of the plivate sector in the fmancing and provision of health care, 

and increased cost shifting to the individual. fu this scenario I would predict a swift 

move to the third stage of Danzon and Beggts (1991) corporatisation model 

privatisation of the CHEs. This would also make any future retreat from the market 

model even more difficult, if not impossible. 

In the second scenario, the elected government or coalition government is 

committed to reducing its interdependence but also remaining an active participant in 

the world economy. In this scenario many of the uncertainties mentioned in Chapter 

4 would remain as such. We would probably see retention of the provider~funder split 

in health care, but with some fme-tuning and incremental change. There would still, 

however, be a commitment to cost containment, market or quasi-market mechanisms, 

competition, management principles and rationalisation of health services. fu this 

scenario it is likely that the financing and control of health care services would remain 

publicly-funded, but there would also be a degree of uncertainty on the role of private 
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enterprise and social or third-party insurance. In both scenarios I would anticipate a 

considerable downsizing of the CHEs with large staff layoffs. 

Neither of these two scenarios, however, address a critical and pervasive force 

which exists outside and within the health care system. This brings us to the third 

sub-theme of the thesis - the industrialisation of health care. 

Industrialisation of Health Care 

Throughout this thesis several aspects of the industrialisation of health care in 

New Zealand and worldwide since the Second World War have been discussed either 

directly or indirectly. In summary these were: health, wealth and poverty in relation 

to economic development or underdevelopment; rapid urbanisation; the shift in 

emphasis from preventative to curative care; the clinical, social and structural damage 

done by providers of health care; technological innovation and the technological 

imperative; socio-economic determinants of health status; the influence of 

multinational companies (MNCs); social class and the division of labour; the 

maldistribution of resources; business influence and interlocking directorships; and 

intemationalisation and neo-liberalism. 

When looked at in totality, it would not be hard to draw the conclusion that 

health care in most developed countries has become subjugated to the industrialisation 

process. In this thesis I have deliberately avoided becoming involved in the 

conceptual or ideological debate relating to industrialisation. In part this is because 

there is already a substantial body of literature on these subjects, and in part because 

I felt that it would detract from the general purpose of this thesis which was to look 

at the broader health care environment. However, there are several key questions 
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relating to industrialisation which have relevance for the future of health care in New 

Zealand. 

The first question is how can we avoid, contain or correct the extensive problems 

created by the industrialisation of health care? This is not to imply that all aspects of 

the industrialisation process are a problem. The success of modern medicine cannot 

be denied, particularly from an individual perspective. But there are obvious (and not 

so obvious) excesses, abuses and dysfunctional aspects of modern health care. There 

is also a fair degree of skepticism regarding the efficacy of medical treatment and care 

in general. The development of policy alternatives to this question must begin with 

the recognition that the problem and its possible solutions are multifaceted and 

multidimensional in nature. 

The multidimensionality of the problem, in particular, leads us to a second key 

question. Is the industrialisation of health care the problem or is this merely a 

symptom, albeit an important one, of a higher level problem - namely the nature of 

the political-economic system? In other words, is it the political-economic system 

which determines the type of industrialisation process? Do we need to look beyond 

industrialisation to even broader pattems of control, power and ownership? By asking 

these latter questions we extend the range of policy alternatives or possible solutions 

to the initial question at hand. The difficulty is that because such questions result in 

a questioning of the ideology, values and power relations within the status quo, for 

many policy-makers such questioning and consideration of the alternatives is either 

unthinkable or carries with it considerable political risks. 

In Chapter 2 four broad levels of analysis within which health care can be studied 

were suggested - the macro, middle, micro and individual levels. I return to these 
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because they provide a useful framework in which to consider policy alternatives or 

solutions to my initial question, whilst at the same time taking into account the 

broader issues raised by the second question. First of all, let me reiterate the question 

at hand: how can we avoid, contain or correct the extensive problems created by the 

industrialisation of health care? 

I will start at the macro level of analysis since the main argument of this thesis 

is that the agenda for change in health care lies, in the first instance, outside the health 

care sector. It is at this level where the broader political-economic issues and 

ideology need to be considered, particularly if the roots of the health care problems 

are inherent in the political-economic system. There is a critical need to redistribute 

wealth, income and power in our society. EffOlis need to be made to alleviate 

poveliy, unemployment, and inadequate housing and education. The social and 

occupational values inherent within the political-economic system and legitimised and 

reproduced by the dominant classes also need to be reprioritised. 

At the middle or policy-making level there is a need to reprioritise the health care 

sector. Greater emphasis needs to be placed on prevention, public health, primary 

care and traditional care. A broader view of health which takes into account both the 

holistic nature of health and the socio-economic determinants of health is required. 

The policy-making process must be designed to include: greater public participation 

and control; increased coordination and integration between health and the other 

social policy areas; measures to reduce the amount of technology available to health 

professionals; action to curtail the proliferation, over-reliance and misuse of 

pharmaceuticals; efforts to deprofessionalise, debureaucratise and democratise the 

health system; and measures to prevent the fmiher penetration of MNCs. 



318 

At the micro level there is a need to democratise the decision-making bodies of 

the health system. Publicly-financed community health centres or clinics should be 

established. Some of these should be open 24 hours and they should be staffed with 

both permanent staff and professionals who rotate between the centres and the public 

hospitals. Such clinics should be located in urban and rural areas where they are most 

needed. Medical doctors should be required to spend compulsory time serving in 

either rural areas or community centres. Greater emphasis should be placed on health 

education, occupational safety, immunisation and pre-natal care. Resources should 

be shifted from secondary care into other less resourced areas, such as health care of 

the elderly, the mentally ill and people with disabilities. Health education 

programmes should also be directed at changing consumer behaviour and 

expectations. 

At the individual, family and community level there is a need to focus on 

community and family support networks and empowerment to groups and individuals. 

The successful implementation of health promotion programmes will depend on 

individuals being able to change their lifestyle patterns. There needs to be a balance 

between autonomy and self-reliance and responsible social policy. In additio~ for 

people to be self-reliant they need access to health care information in order to make 

informed choices. 

Many of these policy issues at all four levels of analysis have been discussed 

elsewhere in this thesis. Obviously, some of the solutions are more radical than 

others, some may not be politically acceptable; others when more closely analysed 

may not be in the interests of the population at large. The cmcial point, however, is 

that the industrialisation of health care is a major problem. At the very least, it is clear 
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that New Zealand needs to place greater emphasis on public health, primary care, 

traditional health and the socio-economic detelminants of health care. As discussed 

in Chapter 4, this reinforces the need for a multifaceted, interdisciplinary and 

intersectorial approach to the formulation and implementation of health policy. 

Concluding Comments and Further Research 

This thesis attempted to address the general aims of the study as outlined in 

Chapter 1. With regards to the frrst aim I have attempted to develop a theoretical 

framework on which to analyse the political economy of health care and which will 

serve as a future guide for other researchers in this field of study. In attempting this 

task there were some major methodological and conceptual difficulties. I hope that 

by making explicit my research methodology in Chapter 1 this will give some insight 

and guidance for intending researchers in this field of inquiry. The theoretical 

framework proposed here should be seen as both exploratory and flexible. As 

mentioned previously, it is by no means definitive. The concepts I emphasise, such 

as social-class, ownership, inequalities and business influence, were selected either 

intuitively or emerged from the data as central issues. They by no means comprise 

the sum of the political economy of health care. This may be one area for further 

research. A taxonomy of concepts or factors which encompass the field of political 

economy would be most helpful. A literature review or bibliography on this subject 

would also be an asset. 

My second aim was to demonstrate theoretically and empirically that health care 

is shaped and influenced by a broad range of political, economic and social factors. 

Moreover, I have argued that factors outside the health system have a greater 

influence on the health status of a nation than do factors within the health care sector. 
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More specifically, I proposed a conceptual model (Figure 2.6) which identified those 

critical elements and factors which, I believe, are necessary for understanding the 

political economy of health care. My purpose was to present a conceptual model 

which is theoretically plausible, specifies key relationships, is empirically verifiable, 

and has cross-national relevance. 

Efforts were made to achieve the third aim of this study by placing the political 

economy of health care within a wider international context. My purpose was also 

to test the cross-national relevance of the conceptual model proposed in Chapter 2. 

Specifically, I explored areas of commonality between New Zealand and four 

countries in the South- and North-East Asian region. Although comparative studies 

do have research limitations, their importance from a political-economic and policy 

perspective should not be overlooked. Such studies can make policy-makers aware 

of the policy alternatives to many problems that are culturally and internationally 

genenc. 

The political economy of health care in Singapore, Taiwan, South Korea and 

Japan can offer some valuable lessons for New Zealand, pa11icularly since New 

Zealand's economic direction may come under increased scrutiny as the country 

moves closer towards its first general election under the new MMP system. Similarly, 

countries undergoing rapid economic and social change can learn from the New 

Zealand experience. 

My intention in this thesis was also to explore some themes or sub-themes which 

emerged from the data, such as the industrialisation of health care, the hegemony of 

neo-liberalism in New Zealand, and curative medicine versus traditional medicine and 
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public health. I have done my best to thread these through the thesis and to 

interconnect or juxtapose them theoretically and empirically. 

This thesis was not intended as a direct analysis of the health reforms in New 

Zealand. Rather, its purpose was to place these reforms within a broader political

economic perspective. I hope that by doing this I have contributed to a wider under

standing of the health reforms and given some insight into the future direction of 

health services in New Zealand. In essence, the health reforms are but a continuation 

of the wider public sector reforms experienced in New Zealand over the past decade. 

By trying to achieve these broad aims, this study has contributed to an area of 

scant research in New Zealand and overseas. I have used political economy as a very 

useful tool in which to understand and explain what is happening in health care today. 

Although I have discussed health care as a political-economic issue, it is also a 

community, family and individual issue. It reaches to the very essence of community 

survival and harmony and individual self-concept. Given that one-fifth of the world 

live in poverty and that the gap between the wealthy and the poor is increasing 

throughout the world, it would be unwise for policy-makers not to address the socio

economic determinants of health status and the ability of the community and 

individuals to influence their own health care. 
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APPENDIX ONE 

COlVIPARISON OF ECONOMIC, SOCIAL AND HEALTH 
INDICATORS IN DEVELOPED COUNTRIES OF THE 

ASIAN-PACIFIC REGION 

Country 

Japan 
Hong Kong 
Malaysia 
Singapore 
South Korea 
Taiwan 
Australia 
New Zealand 

Table 1: Trends in Total Population - National 
Estimates 1977-1990 (mid year) 

1990 % Growth Projected % 
('000) 1977-1990 Change 

1990-2025 

Latest Official 
Census '000 

123,540 8.5 3.3 121,049 (1. 10.85) 
5,800 26.5 10.3 5,396 (11.3.86) 

16,974 35.0 68.3 13,183 (10.6.80) 
2,723 17.1 21.9 3,003 (30.6.90) 

42,790 17.5 20.7 40,448 (1.11.85) 
20,186 20.1 -
17,100 20.5 36.5 15,602 (30.6.86) 
3,330 6.7 21.4 3,307 (4.3.86) 

Source: Data from International Marketing Data and Statistics (1993), 17th edition, 
Euronomitor, London, pp.168-171. 

Table 2: Government Expenditure on Services (% of total expenditure) 

Country Year General Defence Education Health Social 
Public Security 

Services & 
Welfare 

Japan 1989 7.4 6.5 8.2 1.9 3.7 
Hong Kong 1991 12.5 14.2 16.9 9.8 6.1 
Malaysia 1989 9.9 9.6 21.0 5.5 -
Singapore 1989 6.l 21.6 18.1 4.7 2.2 
South Korea 1990 10.0 25.8 19.6 2.2 9.7 
Taiwan 1986 55.4 - 5.5 2.3 16.4 
Australia 1990 8.9 8.5 6.8 12.8 27.9 
New Zealand 1991 4.5 4.1 12.4 12.0 35.1 

Source: Data from International Marketing Data and Statistics (1993), 17th edition, 
Euronomitor, London, p.260. 
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Table 3: Trends in Total Unemp]oyment (1977-1990) 

Country 1990 ('000) % Change 1977-89 

Japan 1340.0 29.1 
Hong Kong 37.0 -63.9 
Malaysia 70.8 -42.3 
Singapore 22.7 -23.8 
South Korea 451.0 -10.2 
Taiwan 160.91987 -
Australia 587.1 41.7 
New Zealand 164.0 1981.3 

Source: Data from International Marketing Data and Statistics (1993), 17th edition, 
Euronomitor, London, p.320. 

Table 4: Consumer Spending on Health, 1990 
(% of total spending) 

Country Consumer Spending 
on Health (%) 

Japan 2.8 
Hong Kong 5.6 
Malaysia 2.1 
Singapore 5.3 
South Korea 53 
Taiwan 4.9 
Australia 5.1 
New Zealand 5.2 

Source: Data from International Marketing Data and Statistics (1993), 17th edition, 
Euronomitor, London, pA 11. 
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Table 5: Housing and Household Amenities 

Home Average Year Piped Flush 
Ownership People per Water % Toilet % 

Level % Household 

Japan 601985 3.2 
Hong Kong 28 1985 3.6 1986 99 80 
Malaysia - 5.0 1985 96 -
Singapore 881985 4.3 1985 48 41.9 
South Korea 551985 4.3 1989 95 86.0 
Taiwan 691985 4.5 1981 42 18 
Australia 681985 3.2 1983 53.5 76 
New Zealand 701985 3.1 1986 99 99 

Source: Data from International Marketing Data and Statistics (1993), 17th edition, 
Euronomitor, London; p.4 73 

Table 6: Employment - Average Working Week Hours (1977 and 1990) 

1977 1990 

Country Non- Manufacturing Non- Manufacturing 
Agricultural Agricultural 

Japan 40.3 37.6 39.5 38.1 
Hong Kong 53.1 1980 49.1 1990 46.0 44.0 
Malaysia 45.01980 47.01990 44.8 1984 45.61984 

Singapore 48.3 48.8 46.5 48.5 
South Korea 51.4 52.9 48.2 49.8 
Taiwan - - - -
Australia 35.0 37.6 34.8 38.1 
New Zealand 39.4 40.3 38.7 40.7 

Source: Data from Intemational Marketing Data and Statistics (1993), 17th edition, 
Euronomitor, London, p.325. 



Country 

Japan 

Hong Kong 

Malaysia 

Singapore 

South Korea 

Taiwan 

Australia 

New Zealand 

Source: 

7: by 

------ - - -----

Year Professional! AdminlExecl Oerical Sales Service Agricultural Produdion-
Technical Managerial Industry & Fishing reJated workers 

1989 11.0 3.8 18.5 15.0 8.6 7.2 35.4 

1990 8.1 4.3 19.2 12.7 17.4 0.9 37.5 

1987 7.6 2.0 9.5 11.9 11.8 30.8 

1990 12.6 7.7 15.3 12.1 13.3 0.5 34.3 

1990 7.2 1.5 13.0 14.5 11.1 18.1 34.6 

1987 3.6 0.8 14.4 13.3 8.6 15.2 41.2 

1990 11.0 13.0 6.0 15.5 17.0 14.9 22.6 

1990 18.2 6.2 16.6 12.1 11.1 10.6 24.9 

International Marketing Data and Statistics (1993), 17th edition, Euronomitor, London, p.336. 

Others 

0.5 

0.0 

-
4.3 

-
-
-
-

W 
0\ 
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Table 8: Population Access to Health Amenities (0/0) 

Country Year Safe Water Adequate Polio Health 
sanitory immunisation Services 
facilities 

Japan - - - - -
Hong Kong 1988 98.0 94.0 - -
Malaysia 1988 51.0 25.0 54.6 -
Singapore 1988 100.0 85.0 86.0 100.0 
South Korea 1988 78.0 100.0 62.4 94.0 
Taiwan - - - - -
Australia 1982 98.6 98.6 - 98.6 
New Zealand 1985 100.0 88.0 71.9 100.0 

Source: Data from Intelnational Marketing Data and Statistics (1993), 17th edition, 
Euronomitor, London, pA81. 

Table 9: Health Amenities - Hospitals/Clinics and Beds 

Country Year Hospitals/clinics Beds ('000) Beds per '000 
popn 

Japan 1988 89,786 1634.0 13.3 
Hong Kong 1990 34 25.3 4.4 
Malaysia 1988 1,381 37.5 2.7 
Singapore 1989 20 7.6 2.8 
South Korea 1989 10,740 126.5 3.0 
Taiwan 1989 12,l91 86.3 4.4 
Australia 1985 1,080 91.5 5.8 
New Zealand 1989 326 23.2 7.1 

Source: Data from International Marketing Data and Statistics (1993), 17th edition, 
Euronomitor, London, pA84. 
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Table 10: Health Personnel by Profession 

Country ~ Doctors Dentists Pharmacists Nursing Midwives 

Japan 1988 199,958 69,499 122,380 365,298 24,056 
Hong Kong 1990 6,260 1,532 694 19,121 981 
Malaysia 1988 6,274 1,288 626 34,932 -
Singapore 1989 3,397 643 557 9,237 549 
South Korea 1989 39,769 8,630 35,756 211,524 7,397 
Taiwan 1989 20,590 4,624 17,641 33,879 2,381 
Australia 1986 36,610 6,200 9,800 139,434 5,900 
New Zealand 1989 9453 1,861 3,478 44,490 -

Source: Data from Intemational Marketing Data and Statistics (1993), 17th edition, 
Euronomitor, London, p.487. 

Table 11: Adult Literacy Rates 

Country Year Age Group Literacy Rate UNESCO 
% estimate 

1990 

Japan - - - -
Hong Kong 1971 15+ 77.3 88.1 
Malaysia 1980 15+ 69.6 78.4 
Singapore 1980 15+ 82.9 86.1 
South Korea 1970 15+ 87.6 96.3 
Taiwan 1980 15+ 88.0 -
Australia 1985 15+ 99.0 -
New Zealand 1985 15+ 98.5 -

Source: Data from Intelnational Marketing Data and Statistics (1993), 17th edition, 
Euronomitor, London, p.495. 
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Table 12: Education PupUffeacher Ratios 

Country Year Pre-Primary Primary Secondary Higher 
Education 

Japan 1989 19 21 17 10 
Hong Kong 1988 28 271987 221987 l21984 

Malaysia 1989 21 21 - l21988 

Singapore 1989 23 25 21 111983 

South Korea 1990 22 36 25 39 
Taiwan 1986 18 31 21 20 
Australia 1989 - 17 13 18 
New Zealand 1989 44 19 20 12 

Source: Data from International Marketing Data and Statistics (1993), 17th edition, 
Euronomitor, London, p.498-507. 

Table 13: Income Distribution (%) in the 19708 and 1980s 

Country Year Top Middle Lowest Year Top Middle Lowest 
20% 40% 40% 20% 40% 40% 

Hong Kong - - - - 1980 47 37 16 
Malaysia 1973 56 33 11 - - - -
Rep. of Korea 1976 45 38 17 1981 39 40 21 

Source: Adapted from Economic and Social Council for Asia and the Pacific 
(ESCAP) (1989): 11. Original data source: World Bank, World Development 
Report, various issues; United Nations, Report on the World Social Situation, 1989. 

Table 14: Rate of Unemployment (0/0), 1981 to 1988 

Country 3 1984 198 1987 1988 

Hong Kong 4.0 3.6 4.3 3.8 3.1 3,0 1.8 1.4 
Malaysia 4.7 4.6 5.2 5.8 6.9 8,3 8.2 8.1 
Rep. of Korea 4.5 4.4 4.1 3.8 4.0 3,8 3.1 2.5 
Sin a ore 2.9 2.6 3.2 2.7 4.2 6.5 4.7 3.4 

Source: Adapted from Economic and Social Council for Asia and the Pacific 
(ESCAP) (1989): 12. Original data source: Asian Development Bank, Key 
indicators of developing member countries of ADB, Vol. XX (Manila, July 1989). 
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APPENDIX 2 

WORLD COMPARISONS OF SOCIAL AND 
CONSUMER INDICATORS 

Table 1: Tobacco Consumption 

Rank '000 metric tons 

1981 
Country 

1991 1981 

1 China 2212.3 1150.0 
2 United States 580.0 739.0 
4 India 408.1 345.2 
3 Russia 310.0 365.0 
7 Gennany 188.0 147.9 
5 Japan 162.2 210.5 
6 Brazil 159.0 164.0 
9 Indonesia 149.3 102.4 
12 Turkey 99.1 92.1 
13 Poland 98.0 76.7 
8 Britain 88.7 138.7 
10 Spain 81.9 100.0 
16 Myanmar 80.0 72.0 
18 Netherlands 80.0 66.4 
11 Bulgaria 74.8 93.4 
21 Philippines 69.6 56.4 
19 Pakistan 65.1 63.5 
15 Italy 64.0 73.7 
20 Yugoslavia 60.3 60.3 
33 Greece 56.6 24.7 
14 France 52.0 74.1 
22 South Korea 50.5 52.7 
24 Thailand 45.9 46.5 
25 Egypt 44.5 42.5 
30 North Korea 40.5 30.0 
23 Mexico 39.6 47.0 
17 Canada 37.9 70.2 
28 Argentina 36.4 35.1 
26 Bangladesh 35.7 40.0 
34 Cuba 30.0 24.0 
29 Taiwan 29.7 30.6 
31 Hungary 26.5 28.8 
35 Vietnam 25.0 23.0 
41 Algeria 23.5 13.5 
32 Australia 23.0 27.5 
37 Iran 23.0 19.0 
38 Switzerland 21.4 18.1 
55 Hong Kong 17.4 6.0 
27 Romania 17.2 35.5 
49 Portugal 15.1 8.8 

368 

Change 
% 

92 
-22 

18 
-15 
27 

-23 
-3 
46 
8 

28 
-36 
-18 
11 
20 

-20 
23 

3 
-13 

0 
129 
-30 
-4 
-1 
5 

35 
-16 
-46 

4 
-11 
25 
-3 
-8 
9 

74 
-16 
21 
18 

190 
-52 
72 
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Table 1 ctd .... 

Rank '000 metric tons 
Country 

I 1991 
Change 

1991 1981 1981 % 

41 36 Columbia 14.2 21.9 -35 
42 42 Malaysia 14.2 13.5 5 
43 43 Morocco 14.2 12.3 15 
44 39 Denmark 14.0 16.2 -14 
45 40 Venezuela 11.9 15.5 -23 
46 47 Austria 11.2 10.2 10 
47 50 Singapore 11.2 8.7 29 
48 45 Nigeria 10.7 12.0 -11 
49 56 Tunisia 10.2 5.8 76 
50 46 Sweden 9.2 10.9 -16 
51 62 Nepal 8.8 4.8 83 
52 64 Kenya 8.2 4.2 95 
53 51 Chile 8.1 8.0 1 
54 48 Sri Lanka 8.1 9.2 -12 
55 59 Dominican Rep. 5.9 5.0 18 
56 58 Ireland 5.5 5.2 6 
57 65 Cameroon 5.2 2.5 108 
58 61 Cambodia 4.7 4.8 -2 
59 63 Jordan 4.7 4.3 9 
60 54 New Zealand 4.7 6.4 -27 
61 53 Israel 4.6 6.9 -33 
62 67 Nicaragua 4.2 1.6 163 
63 71 Senegal 4.0 1.0 300 
64 52 Finland 3.9 7.6 -49 
65 57 Norway 3.7 5.7 -35 
66 60 Saudi Arabia 2.6 5.0 -48 
67 68 Jamaica 2.1 1.5 40 
68 69 Ghana 2.0 1.3 54 
69 44 Iraq 2.0 12.0 -83 
70 73 Lebanon 2.0 0.6 233 
71 74 Oman 1.6 0.5 220 
72 66 EI Salvador 1.1 1.9 -42 
73 72 Malta 1.0 0.7 43 
74 70 UA.E. 0.8 1.1 -27 
75 75 Macau 0.1 0.4 -75 

Data refers to metric tons of tobacco consumed. Percentage change is over the period from 1981 to 1991. 
Among countries not included (in '000 metric tons): Rwanda, 3.6; Albania, 3.5; Peru, 3.5. 

Source: Asiaweek (1994a), 31 August, 13. 



"at: .. :oclal ~~la Lonsumer InOicatOrs 

Social and Consumer Indicators 

Country People People Life Literacy Infant Pop. Pop. 
per TV per expectancy Rate mortality Growth (m) 

doctor (15+) per 1000 per 
(%) life births annum 

«1 year) (%) 

Japan 1.6 610 79 100.0 4 0,3 125.3 

Australia 2.1 438 77 99.5 7 1.3 18.0 

New Zealand 2,3 332 76 99.8 7 1.0 3.5 

Singapore 2.7 771 76 91.6 5 2.0 3.1 

Taiwan 3.1 910 75 92.4 5 1.0 21.0 

Hong Kong 3.6 866 78 90.0 5 1.8 6.1 

South Korea 4.8 1,070 72 96.8 8 0.9 44.5 

Malaysia 6.8 2,590 71 80.0 14 2.6 19.4 

Source: Adapted from Asiaweek (1994): 6. 

People Urban 
per pop. 

telephone (%) 

1.5 77 

1.5 86 

1.4 85 

2.0 100 

2.4 75 

1.5 95 

2,3 76 

8.0 46 

Calorie 
intake per 

person 
per day 

(average) 

2,956 

3,216 

3,362 

3,198 

3,036 

2,853 

2,852 

2,774 
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