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ABSTRACT 

 

Objectives: The unceasing increase of health care expenditures is a very crucial decision to take by most 

governments and has drawn the attention of scholars and policy makers to research and rethink about the 

effects on health status and economic growth. However, from open and available literature, it can be 

established that not much studies have considered this linkage. The study aims to bring to light and review the 

current state-of-art of all previous studies regarding the interplay between health spending, health outcome and 

economic growth within both high and middle-income countries. 

Methods: An electronic exploration was carried out in the academic databases below: Emerald, Google Scholar, 

PubMed, Science Direct, Springer, web of Science additionally JSTOR in English language between the period 

1990 to 2018.   

Results:  The results revealed mixed conclusion between health expenditure and population health. The 

findings of healthcare expenditure and economic growth shows a positive relationship mostly in the developed 

nations The study again found that better health status improves economic growth.  

Conclusion: The outcome of the study appeared to foster more confusion as findings regarding association 

between health expenditure and health outcome have not been consistent. The research findings revealed   that 

there is still much to be done for scholars to build a strong theoretical base, on these connections to for an 

effective decision-making. 

Keywords : Public Healthcare Expenditure, Economic Growth, Health Outcome, Review 

 

I. INTRODUCTION 

 

Countries all over the world are battling with diseases 

and other health related issues like sanitation, air 

pollution, road traffic accident, malnutrition and 

others. Significantly, promoting good health may 

accelerate economic growth as well as increasing 

productivity. Ruhm (1) established that, strong and 

healthy individuals are able to work longer and faster 

by improving labor participation and production of 

goods and services. Similar to any other 

developmental projects, health expenditure involves 

the deployment of resources for prevention, medical 
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care, promotion, rehabilitation, to stimulate quality 

health for citizens.  

 

Within every country's budget, provision is made for 

the prevention, management and creation of diseases 

(2). Governments have been the main source of health 

funding for most nations across the globe, especially 

in developed and developing countries. Contribution 

of government in financing health can be justified for; 

i) the provision of funds for vaccines with the goal of 

preventing childhood killer diseases. ii) allocating 

resources for the provision of potable water and clean 

sanitation to eliminate the menace of an outbreak of 

cholera and other fecal oral diseases. iii) providing 

funds for the support of epidemiological surveillance 

to alerts government about outbreak of contagious 

diseases. iv) training and remuneration of health 

experts. v) the provision of hospitals, drugs and 

equipment’s  and (3)  vi) elimination of the burden of 

out of pocket payment among the poor, just to 

mention a few (4) 

 

Rapid increase of health expenditure drew the 

attention of scholars and policy makers about its 

connection with healthy population, and economic 

growth both in middle income and developed nations 
(5). Several literature (6-11) proposed that health care 

expenditure enhances economic development in the 

long run while others (12) (13) reported short run 

relationship. (14) and (15) found no connection between 

health expenditure and economic growth. 

 

Jakovljevic, Potapchik (16) unveiled that government 

funds in supporting health care services among BRICS 

countries has risen in the recent years. The rapid 

progression of health care expenses exerts excessive 

pressure on several economic sectors, resulting in a 

poverty trap and decrease in economic sustainability 
(17) (18), (19). Nevertheless, the unceasing increase of 

health care expenditures has drawn the attention of 

scholars and policy makers to research and rethink 

about its effects on health status and economic 

growth within the developed and middle-income 

countries. 

 

We therefore explored a number of published studies 

in relation to spending on health and health status 

over period of 1990 to 2018. Second, objective is to 

review the progress and provide in-depth analysis of 

published studies to the interplay among government 

health care spending and improvement of the 

economy. Finally, the study again scrutinized the 

findings of previous studies regarding the effects of 

healthcare expenditure and economic growth.   This 

study intends to aid policymakers as well as 

stakeholders to gain a broad overview of the recent 

and to promote their approaches to expedite health 

care spending. 

 

II.  METHODS AND MATERIAL 

 

A comprehensive, orderly review of available data 

was performed to identify the connection involving 

public health care expenses in improving the health 

outcome economy, and how such health outcomes of 

the affect the growth of the economy.  

1.1 Search strategy 

An electronic exploration was carried out in the 

academic databases below: Emerald, Google Scholar, 

PubMed, Science Direct, Springer, web of Science 

additionally JSTOR in English language. Sage book 

chapters, significant reviews and editorial references 

again were examined for further relevant studies 

discovering expenses of public health on the growth 

of the economy between 1990 to 2018.   

The methodological process of the review was 

grounded on the outline recommended by O'Malley 

and Arksey (20). The complete database exploration 

strategies, together with the number of studies 

identified per database, are given in appendix.  

1.2 Eligibility criteria 

Studies having the criteria below were considered in 

the systematic review: (1) available before the period 
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of the latest search (28th, Dec, 2018); (2) studies 

associated with the interplay concerning public 

health care spending and economic growth); (3) 

studies considered to be linked with public health 

care expenses and health outcome. However, studies 

excluded include: (1) non -peer- reviewed studies.  

1.3 Study Selection 

The database exploration produced 1124 papers, 

following the rejection of the duplicates. Additional 

studies 35 were found through manual exploration in 

related lists of reference such as Google Scholar 

together with web of Science. The assortment of the 

study was undertaken in two forms. To begin with, 

the complete database after a search was finalized, the 

principal author (DS) plus the second author (TL) 

autonomously scrutinized the same 162 abstracts, and 

established uniform eligibility assessment grounded 

on the mainly defined characteristics (see eligibility 

criteria). Second, the abstracts finally was divided into 

two groups and scrutinized independently by each 

researcher. A number of 1001 of papers were not 

incorporated in the initial after resolving the 

disagreements among the two researchers about the 

inclusion of the selection. Again, complete studies 

were considered for the remaining 158 were suitable 

for the studies.  Generally, only 85 studies met 

standard criteria whiles 73 records were considered 

ineligible for further analysis.  A summary of 

considered studies collected by author, year, and 

inclusion criteria in the appendix.  

1.4 Data extraction and Analysis 

Three researchers (DB and LT) employing a 

consistent data extraction form individually mined 

data for the research. The data considered include: 

name of author, publication year, and place of the 

study, study variables and method of study. Eligible 

studies were revised by the authors individually to 

ascertain aspect of connection relating to public 

health expenditure and economic growth.  Initially 

the one author (LT) established the basis of theories, 

founded to study and applicable to the field of study. 

Secondly, authors (BZ) and (LT) mutually established 

this framework, reviewed the studies to ensure 

accuracy of the study. 

2. Main findings of the study 

Studies focusing on the relationship between 

government healthcare cost, health status and 

economic growth are categorized in the following 

sub-sections.  

2.1 Connection between health outcome (HO) and 

economic growth 

Being healthy is documented as the sources of 

satisfaction and happiness of individuals, regardless of 

their status in society. Spiteri (21) concluded that health 

outcome has inverted U-shape relationship with 

economic growth in 27 EU countries. This implies 

that child mortality increases at the beginning of 

economic growth reaches stabilization and then 

decreases as income increases. The implication is 

therefore that cardiovascular disease mortality at first 

increases with economic development, before peaking 

at some level of income and then declining at 

subsequent levels of development. (22) found that 

socioeconomic status of families affects the health 

outcome of their unborn child in Greece. Also, 

concluded that there is no relationship between 

health outcome and economic growth (23). 

 

In low-income nations like Somalia and others, per 

capita spending stays less than $100 per year, and 

insufficient resources keep needy individuals from 

getting quality health care. However, in middle-

income nations, there is a massive transformation in 

health care delivery. Nigeria, Vietnam, Thailand and 

Mexico stand out in gaining ground towards universal 

coverage and guaranteeing that the whole population 

has access to fundamental health care (24). Good health 

benefits the individual and significantly increase 

market value and national output (6).  Enhancing the 

health of the population is consequently viewed as an 

essential method for raising human capital among 
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policymakers, achieving sustainable development, 

diminishing poverty and inequality and enhancing 

the welfare of people (25, 26). 

 

 
Figure 1 Under 5 mortality rate by GDP per Capita by 

Purchasing Power 

Source; Gapminder, 2015 

 

Figure 1. shows that prior to the economic reform in 

China, child mortality reduced speedily, with Under-

5 mortality rate declining from 101 births in 1970 to 

51 per 1000 live birth in 1980. The level of GDP per 

capita only increased slightly by 778$ to 1061$.  

Notwithstanding the successful economic reforms of 

China after 1978, under5 mortality rate, however 

declined slowly as the economic growth increased. 

From the graph, it can be seen that Under-5 mortality 

rate decreased slowly from 41 during 1990 to 32 per 

1000 live births in 2000. This shows rapid increased in 

economic growth does not foster health outcome. 

This outcome supports the reasons why high income 

nation nations are still battling with the reduction of 

child mortality (27). 

Sub- Saharan African had the highest average under-

five mortality rate, having 76 per 1000 live births in 

with 1 in 26 children dying before age 5 in 2017 (28). 

This strongly indicates poverty is a fundamental 

motivation for increase in child death.  

 

 
Figure 2: Preston curves in 1960 and 2015 

Sources: World Bank (2017) 

 

Decrease in under five mortality rates in advanced 

nations suggest that economic growth contributes to 

the reduction of child mortality. Strong positive 

connection exists between health outcome and 

economic growth as it can clearly be seen in Figure 2. 

The "Preston Curve" depicts an increase in economic 

growth, enhance better health outcome (29). Moreover, 
(30) study in Nigeria uncovered health care expenses 

had no huge consequence of improving the economy 

while instruction expenditure had positive huge effect 

on economic growth in the period of study. 

 

Bloom, Canning (31), result is that good health has a 

positive, sizable, and statistically significant effect on 

aggregate output.  According to Weil (32)  a 10-

percentage-point increase in adult survival rates 

translates into a 6.7-percent increase in labor 

productivity. In an attempt to establish whether 

government intervention in the health sector has 

resulted to better outcomes, (33) re-examines the 

relationship between public health expenditures and 

health outcomes in Ghana. The result suggests that, 

apart from income, public health expenditure 

contributed to the improvement of health outcome 

for the period covered by the study. In all, increasing 

public by 10 percent leads to 0.12 – 4.4 reduction in 

infant and under-five deaths. 

 

 Bloom, Canning (34), also concluded that health 

outcome improves economic growth. The authors 

argue that increasing life expectancy raises population 
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growth, which, in turn, increases capital dilution in 

the neoclassical growth model and therefore reduces 

income growth during the convergence process. They 

support this theory empirically using the global 

epidemiological revolution as an instrument for life 

expectancy. Acemoglu and Johnson (35) is one of the 

few studies finding of no evidence for the effect of 

health improvements on economic growth.  

1.1 Linkage regarding healthcare expenses and health 

outcome  

The interplay between the rise of health expenditure 

and enhancements of population health has attracted 

many concerns from policy makers, academicians and 

other conclusions in plethora of studies. Some studies 

discovered no causal association between healthcare 

expenses and health Gupta, Verhoeven (5) in Columbia.  

 

Chang and Ying (36), and  Wu, Wang (37) also disclosed 

that increments in health spending successfully lead 

to better health status. Crémieux, Ouellette (38) 

established the reduction of health care expenses is 

related to increase infant death and reduction in life 

expectancy in Canadian territories.   

 Barenberg, Basu (39) found government health care 

expenses reduce the rate of infant mortality. Their 

baseline measurement revealed, an increase in public 

health expenditure by 1% of state-level net domestic 

product is associated with a reduction in the IMR of 

about 9 infant deaths per 1000 live births. Ashiabi, 

Nketiah-Amponsah (40) study shows that as health 

expenditure rises, child mortality tends to decline 

though the fall in child mortality rate.  

 

It was also revealed by Maduka, Chekwube (41) a 

positive connection between healthcare expenses and 

female and male life expectancy. Rahman, Khanam (42), 

also revealed health expenditure had a huge role in 

lessening the crude death rate. Per capita income 

growth and better sanitation facilities had significant 

positive roles in improving the population health in 

the selected countries. 

1.2 Health expenses and economic growths Nexus 

These results indicate uniqueness in the results of the 

bearing of causality between health expenditure and 

economic growth in the short-run in addition over 

the long run . For instance analysis of (43), (44, 45) (46) (47) 

using the health led growth model  found a long-run 

relationship between health expenditure and 

economic progression. Piabuo and Tieguhong (48) 

acknowledge that investing money in the sector of 

health would not automatically contribute to 

economic growth, rather other accommodating 

measures have to be considered for optimum response 

of expenses on health.  

 

Some scholars Olulu-Briggs and Onoh (49), Adamu and 

Hajara (11) provided evidence on Granger-causality 

between real per capita GDP and real per capita 

health care expenses by using large macro panel data 

set. Variables included in their study were real GDP 

per capita (GDP) and real health expenses per capita. 

The study revealed a dimensional causality runs from 

health care expenses to income in poor and 

developing nation’s whiles for high-income nations is 

the reverse. However, Khan, Razali (50) outcomes 

uncovered the relationship concerning health care 

spending and developing the economy is not as good 

as over the long and short run. It was proven in the 

short-run connections that unidirectional causality 

runs through per capita GDP and Healthcare 

expenditure in the South Asian nations. They also 

discovered two-way causality among labor force, the 

elderly populace of age 65 and expenses concerning 

health care. A study on the immediate and external 

impacts of health expenditures on economic growth 

was conducted by Kurt (51) using the Feder– Ram 

model. The findings obtained showed the direct effect 

of government expenses on health in economic 

growth at Turkey is significantly positive whiles the 

indirect effect remained negative and significant. 

 

Several scholars  (52) (53) studied on the impacts of 

spending on healthcare and improvement of the 

economy. They employed both per capita gross 
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domestic product as a marker of economic growth as 

well as per capita health expenditure (HEX) as a 

proxy of health care expenditure whilst adopting the 

Mushkin's health-led growth theory. The outcome of 

their study indicated health care as a need opposed to 

a luxury.  

Subsequently, creating the impression that 

increments in income level stimulate health care 

expenditures for a share of the emerging sector 

economies. Aboubacar and Xu (53) findings indicated 

health care spending to improve economic growth 

and development.  

 

Grant, Lama (54) Examines the prime part of 

preventive health care expenses  and researched the 

consequences of preventive health benefits on 

economic performance and the population's 

prosperity. They built up economic growth model to 

embrace health-economic studies for Taiwanese. The 

study covered the period from 1975 to 2013, this 

exploration further looked at the model's forecasting 

on the connection between preventive health care 

expenses and economic performance. Hypothetical 

investigation and numerical simulations showed a 

reverse U-shaped connection exists between the 

extent of GDP percentage on preventive health 

expenses and social welfare, the outcome preventive 

health spending and economic growth. Their results 

displayed, it is advantageous expanding investment to 

the point when there is an enhanced level of 

economic improvement and social welfare. 

  

However, Bein, Unlucan (12) and Jafar, Haaland (13) 

found short run relationship  whiles Bloom, Canning 
(14) utilizing granger causality test examined the long-

run affiliation. It was that found no connection 

between health cost and economic improvement in 

the CEMAC sub-area.  Chang and Ying (36) model 

demonstrated the convergence among poorer and 

wealthier nations when both physical and health 

capitals. Besides Mankiw, Romer (55) have excessive 

health care expenses for the previous two decades. A 

portion of the nations revealed a diminishing example 

of overspending and finally achieves the ideal level. 

However, some did not show any regulation of cost in 

controlling health care spending.   

 

Following the ARDL method developed by (56), 

studied the link between healthcare expenditure 

spending (private and public) and economic growth 

from 1980 to 2015 by utilizing investment in Turkey. 

The result of the bounding test displayed variables are 

co-integrated indicating a strong connection between 

them in long term. Atilgan (57) outcomes demonstrate 

that 1unit of per-capita spending on healthcare will 

prompt 0.434% increase in per-capita gross domestic 

product. These conclusions are upheld by Kalman 

filter model's outcomes. Ilori, Adeniyi (58) in studying 

the explicit influence of public health expenses on life 

expectancy amongst Nigerians by utilizing time series 

data covering 1981 to 2014 showed long-run 

connection between government health care and 

growing of the economy.  

 

Jafar, Haaland (13) selected Asian nations by utilizing 

yearly data from the World Bank with countries that 

have at least 24 years of unremitting annual data. The 

expanded endogenous growth theory is utilized in the 

investigation. Following typology established that 

nations within Asia is relatively disseminated in four 

cycles namely; vicious, health disproportionate, 

virtuous, and economic growth lopsided cycles. 

Firstly, causality between expenses on healthcare and 

economic growth is bound to happen over the long 

term rather than short- term. Secondly, the trend of 

causality is dynamic, as shown by the causality trend 

over short-run and the long-run, which are not really 

the same.  

 

Tıraşoğlu and Yıldırım (45) also utilized time-series 

data from Turkey to examine health led growth 

model. The researcher’s utilized co-integration and 

structural break tests to study the conceivable impacts 

of worldwide economic crisis of 2008 on the 

connection between health expenditure and 

economic growth found a long-run linkage among the 
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variables studied.  In such manner, this paper varies 

from others, particularly those undertaken in Turkey, 

by employing the Kalman filter demonstrate, which 

empowers the investigation of the dynamic link 

among expenses on health care and economic growth.  

 

Halıcı-Tülüce, Doğan (59) and Piabuo and Tieguhong 
(60) analyzed the interplay regarding health 

expenditure and economic growth utilizing panel data 

comprising poor and developing nations.   Utilizing 

dynamic panel information procedure, they employed 

fully modified ordinary least square (FMOLS) panel 

ordinary least square (OLS), and dynamic ordinary 

least square (DOLS) as econometric method of 

investigation.  

 

Dieleman, Baral (61) also projected national spending 

concerning health data for 184 nations somewhere in 

the range of 2013 and 2040. They evaluated the 

forthcoming gross domestic product (GDP), ODA for 

health, total -sector government expenses, out-of-

pocket payments, also prepaid private health expenses 

within 2040. Health expenditure was found to be 

associated with economic growth, but however, 

concluded that spending will stay variable, low in 

some limited-resource settings. Change in policy 

could contribute to expanded health spending, 

though the deprived nation's external support may 

stay fundamental. In conclusion, the trend of 

causality among expenses on healthcare and 

economic growth differs between nations.  

 

III. RESULTS AND DISCUSSION 

 

Discussion  

 

This review identified diverse methods and health 

care spending variables, due to the absence of a 

typified method in the study area. Majority of these 

studies reviewed, employed Eagle Granger 

CausalityOlulu-Briggs and Onoh (49), Adamu and 

Hajara (11), Generalised methods of moments , 

autoregressive-distributed lag approach (ARDL) (56), , 

Fully Modified Ordinary least squares Halıcı-Tülüce, 

Doğan (59) and Piabuo and Tieguhong (60), DOLS, panel 

fixed effect models 26 to study long and short run 

relationships between health care expenses and 

economic growth. This could possibly results from the 

lack of a standard method for the examination of the 

effects of health expenditure.  

 

From the evidence above, there is a mixed conclusion 

concerning the influence of health care spending and 

health outcome, between developed and middle-

income nations. Health outcomes have driven 

numerous nations to increase health spending 

drastically, as a result, the World Health Organization 

raises concern about its effects, specifically among the 

poor vulnerable group. Empirically, no consensus on 

the results of health cost on infant and children 

under-five death. Numerous findings have provided 

evidence of no impact while some have reported 

weak impact. (62), (63) showed that health cost is not a 

major determinant of child mortality outcomes. 

Similar conclusions were indicated by (64) that no 

important connections between health cost and the 

trend of infant death in low-income nations. 

Moreover, Or (65) study in 21 OECD nations between 

1970 -1995 evinces a weak association between health 

cost and health status. (65) also using a cross-sectional 

data among 117 countries in 1993 show that health 

expenses is not a  major factor causing infant death 

rates. Other studies that also identified weak 

connections of health cost and health include (66), and 
(67). These contradictions give enough motivations for 

researchers to reexamine the association between 

these variables. It is believed that, a more recent study 

of the influence of health expenditure on health 

status will enable policy makers to established their 

policy right either to invest more or reduce their 

expenses in the health sector. The study again found 

that, most of the health outcome variables employed 

in previous literature concentrated child health 

outcomes neglecting non-communicable and adult 

mortality diseases which is equally a great concern to 

the for the attainments of sustainable developments.  
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The study also reviewed studies that focused on the 

relationship between Health expenditure and 

economic growth. Majority of the studies were 

conducted within the developed nations. (48) 

established a positive relationship between health 

care cost and economic growth among the central 

African countries. An important and significant 

relationship of health care cost and economic growth 

is confirmed by the findings of (68) (69). Contrary, other 

findings from revealed a negative of health 

expenditure on economic growth. (70) for 49 African 

countries, (71), in 120 developing nations. The reasons 

for the inconclusive theoretical base regarding the 

connections between health cost and economic 

growth could be that diverse reasons such as the 

presence of multicolinearity existing among the 

exogenous variables. It could possibly be attributed to 

the failure of previous literature to account for cross-

sectional dependence in their panel data analysis and 

therefore contributing to the spurious findings. The 

study further reviewed literature regarding the 

relationship between health outcome and economic 

growth. Despite the differences in the methods and 

settings employed in the studies reviewed, it can be 

established that, majority of the studies (25, 26). Weil (32), 
(33) , (34) confirmed that, increase in health outcomes 

will enhance the growth of the economy. with only 

few studies (35) establishing no important relationship 

between health and economic growth. This clarifies 

why governments over the globe are trying 

tremendously to accomplish great health for all.   

The study however encountered some limitations. 

The inclusion principles only considered publications 

in English and only published work, neglecting other 

publications different languages. Not only that, 

because purely grey literatures and articles published 

online are incorporated there is the likelihood that 

other vital studies were neglected. This is possible for 

results to bias and possibly influenced the results. 

Although the interplay among public health care 

expenses and growing of the economy has become 

inquisitively extensive area of research, only few 

studies unequivocally focus on the role of public 

health expenditure on the health outcome among the 

aged population. Future research is required to study 

their connections.  

 

IV. CONCLUSION 

 

Improving population health today is a significant 

social objective among researchers. The study seek to 

examine the effects of health expenditure on health 

outcome and economic growth by reviewing previous 

published works from1990 and 2018.   Google Scholar, 

PubMed, JSTOR, web of Science and Science Direct 

were utilize as the main sources of obtaining the 

articles. It was found that, most of the studies 

reviewed have econometrically employed diverse 

procedural approaches in arriving their conclusions. 

Review of literature focusing on the connections 

between healthcare expenditure and population 

health revealed inconsistent. Considering the trend of 

healthcare expenditure and economic growth, the 

review shows that a positive relationship existed 

among studies conducted in the developed nations. 

However, in the case of health outcome and 

economic growth, it is confirm that, a positive 

relationship existed between health outcome and 

economic growth. Majority of the studies employed 

mortality cases, as the health outcome variables.it will 

therefore be appreciating for other future research 

consider other variables such as health-balanced life 

expectancy. Others also failed to report novel policies 

and the time length of the studies in the middle-

income nations was relatively short which is likely to 

effect on the robustness of the causal outcomes for the 

significant middle nations. Future research would 

explore these worries. 
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Table 1. Summary of literature reviewed 

Author  Health measure Method Type of Data /Country Outcome  

1.      Boachie, Mensah, 

et al., (2014). 

public healthcare 

expenditure 

Engle-Granger 

cointegration tests and 

FMOLS procedures 

time series data 

covering  1970 to 2008, 

Ghana 

Public health care 

expenditure  aid in 

promoting health 

2.      Bedir, S. (2016).  Health expenditure 

in constant 2005  

Granger (1969) 

causality test 

Panel data within the 

periods of 1995 to 

2013. Developing 

countries 

Increase in income 

level stimulate 

healthcare 

expenditures for 

some of the 

emerging market 

economies. 

3.      Bein, M. A., 

Unlucan, D., Olowu, G., 

& Kalifa, W. (2017). 

total healthcare 

expenditures 

regression procedure From 2000-2014 panel 

data East African 

countries.  

Positive and strong 

correlation exist 

between total 

healthcare 

expenditures and 

total life 

expectancy. 

4.      Jakovljevic, M., 

Potapchik, E., Popovich, 

L., Barik, D., & Getzen, 

T. E. (2017). 

Total health 

expenses 
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