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Regardless of the form of delivery, health services have
to be paid for. Indeed, doctors and nurses have to be remunerated.
The market configuration and the price structure prevailing will
have consequences upon the delivery system. In other words, a
market place is created, distributing income, generatinig incentives

and, eventually, distorting the intention of planners or adminis-

trators.

There is an all pervasive Invisible Hand. It may heal

or, .to paraphrase Joan Robinson, it may strangle.

Therefore, the planning of health services requires,

inter alia, the lucid utilization of micro-economic analysis. The

market is not a deus ex machina, generating deterministic and

uncontrollahle outcomes. Yet, it cannot be taken for granted or
treated with nal'veté. This paper discusses four examples of market

functioning in the health sector:

(i) Market forces may prevail over the intentions of
administrators, generating patterns of service and income levels
that greatly differ from the original blueprints. For instance,
university~trained nurses do not treat patients directly, as
planned. Instead, they work as ward administrators. Thus, patients
are cared for ty less—educated personnel. Supply and demand
conditions are incompatibie with the deployment of people with

such high levels of schooling 'in relatively simple tasks.

(*) The views and opinions of the authors do not necessarily
reflect official positions of IPEA



(ii) Rigidities, guilds ang cartelization may restrict

the free play of market forces. As a fesult, price adjustments

may be replaced by novel means of conveying health

. services.
Extremely fast growth in the supply of doctors was

expected to

reduce the mean value of medical appointments. The medical

set minimal levels for consultations. The
accomodation of the additional supply of doctors was solved by

associations, however,

the creation of organizations that hire doctors on a contract

basis (v.g. by month) and sell services on an actuarial basis

or through arrangements made directly with voluntary employer
associations. The salaries normally paid to doctors, if translated
into consultation fees, yield prices significantly lower than the
medical association minimum. In other words, the attempt to control
"retail" prices lead to the creation of schemes to buy "wholesale"
in a less controlled market and transfer part of the price

differences to consumers.

(iii) Fees paid to the doctors hired by the Federal Social
Security System are considered by them as being too low, in
comparison with perceived alternatives. To compensate, doctors
readjust their hourly rates by working less time than legally
presCribed. Their minimum quotas of appointment are kept but the
duration of each consultation is reduced. In those cases in which
oayment is a fixed fee per consultation, some compensation is
dbtained by postponing part of the procedures to a subseqguent

ippointment.

(iv) Nalve attempts to predict market behaviour may.

‘ail. Irratijonality? Different welfare functions? Or, perhaps,

just poor predictions? Medical schools were traditionally located

-n the larger cities. Continued concentration of training

‘acilities was tolerated under the assumption that regional

Mbalances in the distribution of doctors would create the income

lifferentials required to stimulate their emigration to less

opulated areas. This has not happened in Brazil. Maybe the large

o - ving to
ity attractions are worth the income foregone by not moving

Maybe the income differentials
ffluence of the large
n in the demand for physicians.

reas where doctors are scarcer.
Te not significant due to the greater &

enters and to a supply-induced expansio



A. Market Logic ang Planners Logic:

Which decides who: is a nurse?

This section explores a case in which educators created
solutions which run counter to market logic. Relative scarcities
turned out to be more important than technical requirements in

determining .just how nursing care is to be delivered

Medical doctors in Brazil follow a six year post-
secondary course of studies. This is much in line with the
European tradition where medical education is at the under-

graduate level.

By contrast, nursing which is a profession of more
recent development, had its profile shaped at a moment when
North American influence in Brazilian education was much
stronger, namely the post-war period. The decision to train nurses far
four years at the University may have been influenced by the
American tradition of postponing the vocational or professional
content of schooling. In fact, many professions offered elsewhere
at the secondary level (or not formalized at all) are offered in
the United States as University training. It is worth noting that
more than an idiosyncrasy, this pattern mexely reflects the relative

abundance of people enrolled at university level programs.

As a result, Brazilian doctors and nurses are prepared
at the same schooling level. Doctors only take a little longer to
finish. Hence, both are recruited from the same sub-set of people
who finish high school and are able to pass the University
entrance examination. For the country as a whole, this means a
relatively small number of people. Consider that, today, of the
100 who ever go to school, 10 will finish high school and 6 will
enter a university-level program. Recruiting from such a small

subset of the population means that the supply function is made

Up of people with previous qualifications which are in short

supply. Hence, their income expectationsare high.
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In terms of schooling costs, the difference is immaterial.
In fact, many nursing schools being small or underutilized, have

larger costs per student/year than medical schools.

When health planners prescribe the deployment of medical
personnel, they merely describe the conventional roles of nurses
and doctors. University-trained nurses are supposed to take care
of patients and the nursing curriculum reflects the perceived
technical requirements for optimal delivery of such services.
This is the usual exercise performed by people involved in

occupational analysis and educational planning.

But also trivial is the ex post facto observation that

such exercises are worth very little when they run counter to
supply and demand conditions. As a matter of fact, educational
requirements - not only for health professions - depend more
on the current supply of schooling than on truly technical

requirements.

It is conventionally said in Brazil that for every
doctor, five "nurses" are required. This has been a dogma
frequently repeated. It is easy to demonstrate the vulnerability

cf such a careless statement if 1literally interpreted.

If there is some proportionality between educational
effort and rewards, i.e. between costs and benefits, one should
expect similar educational levels to generate income profiles
that are not too different. In other words, one should expect
nurses and physicians' salaries not to differ too much, despite
the fact that the bulk of the nursing services is immensely

simpler and intellectually less demanding than the doctors'.

Quite clearly, university trained nurses would not be

willing to work for much less than the average university

RS ignificant
graduate, for low prestige careers - which still earn significan ly

. jobs

more than high school graduates.- T hey would simply take other 3 y
. n
or choose other careers. And those 1n charge of health manageme

: S i tasks
would not pay similar salaries for the jntrinsically simpler tas

predominantly performed by nurses.
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Looking at the numbers involved leads to equally obvious
findings. Brazil has 100,000 medital doctors

500,000 nurses. In an equilibrium situation

Hence it would need

_ five times more
nurses than medical students would add 128,000 students to a

university enrollment of 1,500,000. But to catch up, say, in ten
years, this population would have to be 150,000 larger, adding up
to 278,000 nursing students. This would require expanding nursing
schools by a factor of 17. These scenarios are clearly unfeasible.
In addition, there is no political will to bear the cost of such
a tour de force.

However, as we examine the current situation we find that
the market has redefined the job descriptions as well as the
occupational roles of nurses. The market for university-level
nurses is indeed stable, except that they do not work as nurses
but rather as ward administrators. Essentially they supervise
the nursing services performed by other personnel and earn income

levels compatible with the responsibility and difficulty of

management positions.

Patient care is performed by nursing aids and other
people, sometimes with precarious on-the-~job training. To these
functions correspond very modest wage levels, several times

smaller than those of doctors or university-trained "nurses".

When we look at the numbers, for instance in the state
of Rio de Janeiro (which displays the record of one doctor per

250 inhabitants), we find 18,000 doctors, 4,400 university .

trained nurses and 27,000 "other" nursing personnel. Clearly,
nursing services are performed by the "other" category. Adding
this "other" group to the university-trained nurses and comparing
to the number of medical doctors we find a ratio of 1.7:1. In
fact, PAHO* prescribes a ratio of 2,4 which it hopes to attain in
Latin America by 1980. The sélution makes more sense than the

5 to 1 ratio prescribed by common lore.

* ORGANIZACION PANAMERICANA DE LA SALUD - plaﬁiﬁeiiﬁaloﬁi,
salud para las Américas; informe flpgl.EWazcia? e
1973 (Documento Oficial, 118) "Reunion Sgngn =
tros de Salud de las Américas, Santiago,
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Notwithstandindg the inept attemots of health vlanners to
respond to nursing demands with unrealistically high schooling
requirements, the market for University-trained nurses is stabhle
with one nurse for every S medical doctors. This probably
corresponds to the demand for ward administrators, surgery room

nurses and other sophisticated specialities.

Yet, from the point of view of optimizing health delivery
systems, this solution involves twio errors. First, insufficient
attention has been devoted to the preparation of those people
who are going to be the real nurses. At modest costs, a much
higher level of proficiency could be obtained for the enormous
army of secondary and elementary level personnel really in charge
of the nursing chores. At present, their training is deplorable.
Barely literate housemaids are often put in positions of
considerable responsibility without any training - this may

partly explain the very high levels of iatrogenic diseases.

Secondly, doctors end up performing simple tasks such as
record-keeping and taking temperature which could be delegated to .,
other people*, releasing time for more careful examination or
attending more patients. This results from the fac£ that the
competency gap between the doctors and the attendants in charge
is too wide, since insufficient attention has been devoted to

preparing intermediate personnel.

The lesson is quite clear: market forces may prevail
over the nalve intentions of planners. The ultimate results are

" not necessarily the best that would be warranted by the given

resources.

*x This is functional to keep "delmand" for doctors at higher
levels that it would be the case since §here is an gzgzss
supply in large cities, this helps keeping their in

levels relatively high.
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"fair price" do play a role because government administrators

are doctors who also share such views.

To sum up, the health sector displays complex and less
than obvious market structures. They are difficult to understand
and sometimes go coﬁnter to unsophisticated predictions. Yet,
they critically influence health delivery pattefns. Therefore,
they cannot be ignored or taken for granted. Souna economic

analysis is all the more necessary.
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