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Abstract

In the health systems literature one can see discussions about the trade off between the equity achievable by the
system and its efficiency. Essentially it is argued that as greater health equity is achieved, so the level of efficiency
will diminish. This argument is borrowed from economics literature on market efficiency. In the application of the
economic argument to health, however, serious errors have been made, because it is quite reasonable to talk of
both health equity being a desirable output of a health system, and the efficient production of that output. In this
article we discuss notions of efficiency, and the equity-efficiency trade off, before considering the implications of
this for health systems.

Background
What is more important, a health system that delivers
equitable health outcomes or an efficient health system?
This meaningless question lies at the heart of the
“equity-efficienem7(or)-348(an)-[-12(ci)2 und
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semantic error have, we argue, misdirected efforts to
develop efficient health systems. To bring clarity to the
matter we revisit notions of efficiency, the equity-effi-
ciency trade off, and the consequences of this for the effi-
cient health systems.

Discussion
Efficiency as an idea draws on the notion of useful work
or sought outputs, with its origins in physics and engi-
neering, and the transformation of heat energy into
mechanical energy [9]. Not all heat energy becomes
mechanical energy, and not all the mechanical energy
produces useful work. Central to notion of a system’s



mortality, morbidity and explicit social valuations onto a
common metric [13].

Now reconsider the idea of the equity-efficiency trade
off in the context of the discussion so far. The efficiency
curve describes the functional relationship between
inputs and outputs. In the context of health systems,



The World Health Report 2000 held that good health
systems outcomes occurred on two separate dimensions:
health gains and health equity [2]. This is not to say that
the World Health Report was right, but it is clearly
wrong to assume that health gains are the sole output of
a health system without formally considering the trade
off between health gains and other potentially worthy
outputs of a health system such as health equity. It is
impossible simultaneously to maximise two outcomes
and if both gains and equity are indeed goals of the
health system, then a function needs to be developed that
combines the two outcomes and scales the combination
according to a common metric (much as the DALY does
for morbidity and mortality). It is this composite output
that becomes the goal of the health system, and it is this
output that should be pursued as efficiently as possible.
A number of authors have proposed mechanisms for
looking at the trade off between health gains and health
equity, and the consequences of focusing on health gains
to the exclusion of health equity (e.g., [17-19]). However,
empirical, health systems research that has actually inves-
tigated preferences for the trade off, thereby identifying
the actual balanced goal of a health system, is relatively
unusual, and there is certainly no credible corpus of
work informing this area.

Except in the vaguest terms of delivering health equity
and delivering health gains, we do not really know what
the final goals of a health system ought to be; and in all
likelihood it will be different in different places. It is likely
for instance that the view about the appropriate trade off
between health gain and health equity will vary from set-
ting to setting – further complicated by the fact that
“health equity” has myriad meanings as does “health gain”.
Nonetheless, what is very clear, is that in order to create
efficient health systems, we need to cease discussing the
meaningless trade off between equity and efficiency, and
develop clear goals for an efficient health system that
balances health equity and health gains – two desirable
outputs of a health system.

As a final note, in the discussion we have tended to
focus on goals that that might be described as final
health outcomes. The argument, however, generalises to
goals that might be described as intermediate health
outcomes such as access to services, waiting time, etc.,
and by extension the equity related problems of the
intermediate outcomes, such as equity of access.
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