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Summary

Health is an essential element required to achieve the UN Millennium Development
Goals by 2015. Innovation and research, both in their basic and their more applied form,
are critical components of health planning and programme and programme development.

Financing for health research has increased steadily for the past fifteen years and it is
now well over US$105 billion worldwide by private and public sectors combined. Yet,
research on a series of diseases and conditions which account for a large proportion of
ill-health in developing countries is neglected, largely due to a market failure as a result
of non profitability and low economic returns of products emerging from research.
Market failures, combined with deficiencies in the provision of health services, have left
potentially high impact interventions to address health problems in developing countries
out of the innovation cycle.
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Much of this trend has been reversed in recent years, and new modalities of funding, of
priority setting, and of interactions between the private and public sectors have emerged.
The 1990s saw an unprecedented emergence of private-public interactions for health
working aiming at addressing research for neglected diseases. The current challenge is
to ensure the sustainability of these projects as they move towards expensive phases of
product research and development. Achievements in the field of health research have
not been reached without difficulties. The impartiality of the private sector's investments
in clinical research has been questioned in certain cases, thereby raising concerns on
their value to define country and global clinical guidelines.

The purpose of this chapter is to review current status and some of the new trends in
funding for health research and to consider their likely impact on diseases. It discusses
issues of public-private interactions, the relation of health research financing to disease
burden, and describes some challenges ahead. Given that there is no coordination on
funding for health research at the global level, interactions between the players working
in health research has become very relevant.

1. Introduction

Health research for development is essential for the design and implementation of
programmes to improve health. In September 2000, 189 nations adopted the United
Nations Millennium Declaration, an ambitious document affirming the right of every
human being to development and to measure progress using eight development goals.
The commitment is to reach the Millennium Development Goals by 2015. Health, and
therefore health research, has a key role to play in this commitment.

It has become widely accepted that better health is a necessary element of development
and that investments in health have become essential to economic growth policies that
seek to improve the lot of poor people. This growing understanding, that improvement
in health is not only an outcome but also a co-determinant of development, has been
reflected in evolving development paradigms over several decades, from the concept of
human resource/capacity/capital development which linked factors such as education
and health with economic progress to the Comprehensive Development Framework and
Poverty Reduction Strategy approaches of recent times which place health within
holistic, multi-sectoral settings.

Funding health research shows the emphasis placed on specific areas of health. The past
ten years have seen unprecedented advances in health research. Funding has been
equally dynamic, with new players bringing new funds, such as the Bill & Melinda
Gates Foundation, and with established funders interacting in innovative ways, like the
public-private partnerships interactions.

There is no coordination on funding for health research at the global level. Health
research funds from the public and private sectors, and between different countries, are
allocated according to different prioritization processes. To date there has been little
analysis on health research funding modalities and little communication between the
various funding sources and performers.
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While the goal of funding health research is the same for the private and the public
sectors, it seems that specific objectives may differ between these two sectors. The
public sector works to improve policies towards social goals; the private sector needs to
answer to their constituencies and boards, which in itself creates the business model that
produces profits. Nevertheless, as stated, the goals are the same; both sectors are needed
to contribute towards the improvement of health. This is why the relation between the
public and private sectors has become so relevant in the international health research
scene since the 1990s.

The Commission on Health Research for Development had recommended that countries
invest 2% of their health budgets on health research and that ODA funded projects
would invest 5% on research and capacity development. There are no systems in place
in any country in the world which measures financial flows for health research in a
systematic way. The little information available is based on specific studies undertaken
using estimates and projections. Perhaps this is the reason for which there has been little
progress in the past to divert funds for health research into diseases and conditions
which account for the highest mortality, morbidity and disease burden in the world.

In December 2001 the Commission on Macroeconomics and Health, presented the need
to invest in health to the Director General of the World Health Organization,
emphasising the high rates of return in investment in health. The report talked about the
need to increase ODA for health and for the supply of global public goods. The
Commission recommended an 80% increase in the health budget of low and middle
income countries (LMICs) between 2001 and 2015, and a seven-fold increase in donor
assistance to these countries for health over the same period. They recommended
increasing total grant assistance by 2007 to US$27 billion, which would assist LMICs to
scale up interventions, invest in health research and development for disease of the poor,
and increase delivery of global public goods by international institutions. The
Commission went on to propose a Global Health Research Fund which would disburse
US$1.5 billion a year. It seems that the international donor community was not ready to
institute a global health research fund and this has not occurred to date.

The purpose of this chapter is to review current status and some of the new trends in
funding for health research and to consider their likely impact on diseases. It will review
the current status of funding of research on specific diseases, including Malaria and
HIV-AIDS. Further, we will describe the so called 'Innovative Developing Countries',
which have emerged as an important source of funding and ideas to produce medicines,
diagnostic tools and vaccines for diseases prevalent largely in low and middle income
countries. It will review new interactions between the public and the private sector to
provide tools for neglected diseases, and will discuss some of the issues related to the
independence of academic research results related to sources of funding. The document
will then close with some thoughts on the challenges ahead.

2. Trends in health research financing
In 1990, the report of the Commission on Health Research for Development 'Health

Research: Essential Link to Equity in Development' drew world attention to the divide
between the level of funding and the magnitude of disease burden. The Commission
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reported on a study which showed US$30 billion was spent worldwide on health
research in 1986. It also referred to the fact that ‘about 5% of resources for health
research were spent on 90% of the world's health problems'. These figures led to the
term the '10/90 gap' in health research financing.

The 1996 Report of the WHO Ad Hoc Committee on Health Research Relating to
Future Intervention Options, 'Investing in Health Research' reiterated the importance of
establishing an institutional mechanism for the systematic tracking of investments in
health research and development. The study identified public and private investments in
health research and estimated global health research investments for the first time at
US$56 billion. The authors acknowledged the complexity of developing a useful system
to monitor resource flows.

Since the 1990s a number of institutions have undertaken activities to document health
resource flows in specific areas. For example, the Wellcome Trust supported a study to
document resource flows for malaria and the Netherlands Inter-disciplinary
Demographic Institute (NIDI), in collaboration with United Nations Population Fund
(UNFPA) and the Joint Programme on HIV-AIDS (UNAIDS), developed a database for
population and HIV-AIDS. Experts from OECD countries have been working to
improve the coverage, quality and comparability of data on health research and
development that can be compiled from R&D surveys and budgets. The United Nations
Educational, Scientific and Cultural Organization (UNESCO) is preparing to improve
the availability of health-related aggregates through revision of its S&T data collection
system. In addition, the World Health Organization (WHO) is promoting the
establishment of national health accounts and enhanced disease surveillance in low and
middle income countries. Studies undertaken by the Global Forum for Health Research
and its partners show the trends of health research funding. Their figures include
aggregated funding at the global level from both the public and the private sectors.

2.1. Total funding and trends

In 2001, an estimated US$105.9 billion was spent globally on health research and
development. This figure contrasted with the US$73.5 billion invested in 1998.
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Figure 1. Estimates for total health R&D expenditure (US$ billion) based on OECD
data.
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Of interest to note in the graph is that that there has been an increasing pace in the
increases from study to study. The figures for the year 2001 represent 3.5% of the total
estimated national health expenditure worldwide. This figure is up from the 2.6% in
1998. It needs to be noted that there has been a ‘real' increase in the total well above
inflation. The report indicates that the increases can be ascribed as follows:

e More complete data for 1998 and adjustments in estimation methodology account
for US$11.43 billion of the increase. Most of the adjustment was in the private-
for-profit sector (US$10.07 billion). There was also an increase of US$1.48
billion in the public sector and a decrease of US$ 0.13 billion for the private not-
for-profit sector.

e Real increases (not adjusted for inflation and currency fluctuations) in
expenditures in the private not-for-profit sector of US$10.66 billion.

e Real increases (unadjusted) in public sector expenditures of US$8.14 billion.

e Real increases (unadjusted) in private not-for-profit sector expenditures of
US$2.19 billion.

This leads to the conclusion that there are higher investments in health research both in
the public as well as in the private sector as a whole. Public expenditures were an
estimated US$46.6 billion (44%), of which US$44.1 billion came from developed
countries and US$2.5 billion from developing countries (low and middle income). The
private sector accounted for an additional US$59.3 billion, of which for-profit
companies accounted for US$51.2 billion (48.3%) and not-for-profit organizations for
US$8.1 billion (7.6%).

Global investments in health R&D are heavily dominated by just a few countries—not
unexpectedly given their long-standing economic strength. The USA alone accounts for
over 50% of global expenditures, followed by Japan, United Kingdom, Germany, and
France.

Country Global distribution of public and private health R&D
United States 51.1%
Japan 10.2%
United Kingdom 7.5%
Germany 6.5%
France 5.3%
Canada 3.4%
Italy 2.6%
Sweden 1.8%
Spain 1.4%
Switzerland 1.4%
Australia 1.3%
Belgium 1.2%
Netherlands 1.2%
Denmark 0.8%
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| Others | 4.4% |

Table 1. Global distribution of public and private health R&D expenditures, 2001.

Funding sources:
Funding for health research in any country typically comes from four types of sources:

e private for-profit sector;

e public sector;

e private not-for-profit sector, and

e various public and private non-domestic sources.

The private for-profit sector is the largest investor globally, accounting for 49% of funds
for health research in high-income countries and 36% in low- and middle-income
countries. Private companies based in high-income countries usually invest in their
home country, but, as in the case of pharmaceutical companies, they also invest in both
other high-income countries and to a lesser extent in low- and middle-income countries.

Governments are the next-largest funders, accounting for 43% of overall funds in high-
income countries and 42% in low- and middle-income countries. Governments support
health research through their allocations to ODA, higher education, science and
technology, R&D, trade, public health and medicine.

The private not-for-profit sector includes private universities, foundations and charities.
It pulls roughly the same funding weight in high-income countries (7.5%) and low- and
middle-income countries (9.5%). In the latter, non-domestic sources include ODA
accounting for 9% of total funds, and research institutes in high-income countries
contributing 2%.
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