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SUMMARY

In both rich and poor nations, public resources for health care are inadequate
to meet demand. Policy makers and health care providers must determine
how to provide the most effective health care to citizens using the limited
resources that are available. This chapter describes current and future
challenges in the delivery of health care, and outlines the role that operations
research (OR) models can play in helping to solve those problems. The
chapter concludes with an overview of this book – its intended audience, the
areas covered, and a description of the subsequent chapters.
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1.1 WORLDWIDE HEALTH: THE PAST 50 YEARS

Human health has improved significantly in the last 50 years. In 1950,
global life expectancy was 46 years [1]. That figure rose to 61 years by
1980 and to 67 years by 1998 [2]. Much of these gains occurred in low- and
middle-income countries, and were due in large part to improved nutrition
and sanitation, medical innovations, and improvements in public health
infrastructure.

However, not all countries have experienced an increase in life expectancy
in recent years. In countries of the former Soviet Union, life expectancy
dropped from 70 years in 1986 to 64 years in 1994, with an even more
marked drop among men [3]. Factors contributing to this decline include
economic and social instability, high rates of tobacco and alcohol
consumption, poor nutrition, depression, and deterioration of the health care
system [4]. In many African nations, life expectancy has been significantly
diminished by HIV/AIDS. In seven African countries life expectancy is now
less than 40 years and falling [5].

Worldwide, infectious diseases kill 13 million people per year [6]. In 1999,
2.8 million people died from AIDS alone [7]. Infectious diseases once
confined to specific geographic regions have spread across country borders
as a result of increasing global travel. New infectious diseases continue to
emerge [8]. Noncommunicable diseases such as heart disease, cerebro-
vascular disease (stroke), cancer, and diabetes are the primary cause of death
in high-income countries. Such diseases currently account for less than half
of all deaths in low-income countries, but in the next 20 years are expected
to account for 70% of deaths [9]. In low-income countries, malnutrition
remains a serious health problem, whereas in high-income countries, obesity
is increasingly becoming a health problem. Tobacco, alcohol, and drug use
have led to significant health problems worldwide. Tobacco use currently
accounts for almost 5 million premature deaths per year. This figure is
projected to rise to more than 8 million deaths per year by 2020, with many
of these in low- and middle-income countries [10]. Food and water
contamination cause at least 2 million premature deaths per year, primarily
in low- and middle-income countries. Environmental agents (e.g., arsenic,
lead, silica) also pose significant health risks in some areas. In addition,
manmade chemical and biological weapons are a potential threat to public
health.

1.2 HEALTH CARE DELIVERY CHALLENGES

Governments and health care providers face a variety of challenges in the
delivery of health care. Below we describe current and future health care
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challenges. Because low- and middle-income countries face significantly
different challenges in health provision than do high-income countries, we
describe their current health care challenges separately. We then describe
the future challenges in health care delivery that are common to all
countries.

1.2.1 Current health care delivery challenges in low-income and middle-
income countries

In low- and middle-income countries, where 80% of the world’s population
lives, malnutrition and infectious diseases account for significant numbers of
premature deaths. Half of young child deaths in low-income countries are
caused by malnutrition [11]. Although vaccines are available for a number
of infectious diseases that cause childhood deaths, 25% of the world’s
children have not received these vaccines [12]. Many people in low- and
middle-income countries do not receive even basic health care. Health
facilities are often located in urban areas, far from rural areas and frequently
difficult to access by public transportation. The care that is provided can be
costly and substandard. In recent years, low- and middle-income countries
have seen a significant shift in population from rural to urban areas, but have
had no commensurate increase in urban health services. Inadequate
infrastructure (e.g., inadequate roads, storage and distribution systems,
electricity, clean water) and poorly functioning public health systems also
impede the provision of health care.

Resources for health care in low-income countries are quite limited. Among
the world’s 60 poorest nations, annual per capita health spending in the year
2000 was less than $15 [13], and approximately one third of this funding
came from international aid. Such an amount is insufficient to provide even
the most basic health services. In contrast, annual per capita health spending
in the industrialized world was on the order of $2,000, and was $4,500 in the
United States [13]. Even if low-income countries were to devote more of
their scarce public funds to health care, as recently recommended by the
World Health Organization [13], per capita spending would still be at levels
far below that in the industrialized world.

The lack of health care funding in low- and middle-income countries is
exacerbated by rising health care needs and costs. Countries severely
affected by HIV/AIDS are facing far greater demands for health care than
they can meet. In other low- and middle-income countries, aging
populations have increased overall demand for health care. Health care costs
have risen as a result of new health care technologies and procedures.
Moreover, many medicines that are routinely used in high-income countries



HEALTH CARE DELIVERY:  PROBLEMS AND CHALLENGES 5

(so-called “essential medicines”) are not affordable in low-income countries.
In some cases, even basic vaccines are too expensive.

1.2.2 Current health care delivery challenges in high-income countries

In high-income countries, resources for health care are orders of magnitude
greater than in low-income countries. However, high-income countries face
their own health care challenges. Although such countries spend much more
on health than low-income countries, performance of health care systems
varies markedly among high-income countries. For example, the United
States spends almost twice as much per capita on annual health care as many
other high-income nations, without achieving any greater life expectancy or
any lower “burden of disease” (measured in terms of life years lived,
adjusted for health disabilities) [14]. A recent report by the World Health
Organization ranked the U.S. in overall health systems performance
among 191 Member States [14]. France, which spends half as much as the
U.S. on per capita annual health care, was ranked first in overall health
systems performance [14]. (Health systems performance as measured in the
report included not only measures of health, but also measures of health
system fairness and responsiveness.)

Inequities in health care provision exist within high-income countries. In
countries with no national health system, such as the U.S., a significant
fraction of individuals have no health insurance coverage and thus have only
limited access to health care. Poor people and those in rural areas also often
have only limited access to health care. In some high-income countries,
including the U.S., the gap in life expectancy between rich and poor people
is as great as the gap in life expectancy between high- and low-income
countries [15].

Like low-income countries, high-income countries have experienced
significant increases in demand for and cost of health care. Aging
populations are making disproportionately heavy demands on health systems
in high-income countries. Chronic conditions have become more prevalent.
While new health care technologies and procedures have improved health,
they have also increased costs. Patients are not only consuming more health
services, but are consuming more intensive health services. Prescription
drugs have also become increasingly expensive. In many high-income
countries, health care spending has significantly outpaced economic growth.
In the U.S., for example, health care spending accounted for 5% the Gross
Domestic Product (GDP) in 1960 (or $143 per person); by 2001, health care
spending accounted for 14.1% of the GDP (or $5,035 per person) [16]. As a
result of these increases in demand for and cost of health care in high-
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income countries, national health systems, insurers, and health care
providers are all under strain.

1.2.3 Future health care delivery challenges

As we begin the century, many of the health care challenges described
above will continue. Preventable diseases will persist. Inequities in access
to health care within and across countries will persist. Health care costs will
continue to increase, as will demands for health care. Advances in medical
knowledge will continue, along with costly new technologies and medicines.
Aging populations will consume increasing amounts of health care services.
Patients will have increasing expectations for cures and treatments of more
health problems. New means of delivering health care (e.g., telemedicine)
will continue to emerge, creating a need for improved communication and
information management systems.

In both rich and poor nations, public resources for health care will remain
inadequate to meet the demand. Policy makers and health care providers
must determine how to provide the most effective health care to citizens
using the limited resources that are available. Governments and health care
providers must strive to meet basic health needs for all their citizens.
Moreover, they must work to improve health and health-related quality of
life for citizens in all stages of their lengthening life span. They must set
health care priorities (e.g., between disease prevention and treatment or
between alternate means of health care delivery) and develop health care
systems that can deliver the needed health care in the most effective and
efficient manner possible. Worldwide health improved dramatically during
the century. The challenge of the century will be to continue this
improvement.

1.3 PROVIDING EFFECTIVE AND EFFICIENT HEALTH CARE

To provide the best health care given the limited resources that are available,
policy makers need effective methods for planning, prioritization, and
decision making, as well as effective methods for management and
improvement of health care systems. The planning and management
decisions facing policy makers and planners can be grouped into two broad
areas: health care planning and organizing, and health care delivery.

1.3.1 Health care planning and organizing

Health care planning and organizing involves relatively high-level policy
decisions about the economics of health care systems (e.g., health care
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resources, pricing, and financing), the structure of health care systems, and
other aspects of public policy regarding health care.

Economics of health care systems At the highest level of planning,
governments and other health care providers must determine the level of
resources they will devote to health care, and how much they will spend on
individual patients. Governments must decide which goods and services are
to be paid for through public funding and who will receive those goods and
services. Because funds are not available to meet all health care needs,
governments must set priorities and determine how they will ration the
health services they pay for. Health care providers must determine the cost
of services and set prices. Government agencies and other large insurers
must negotiate prices for drugs and vaccines. Insurers, including
governments, must determine who will receive health insurance coverage
and what that coverage will consist of. They must develop affordable,
workable payment schemes for physicians and other health care providers,
and must determine what fees patients must pay for health care services.
Such financing schemes must provide proper incentives for health system
efficiency.

Structure of health care systems Another set of high-level decisions
concerns the structure and organization of health care delivery systems.
Health care providers must determine which goods and services they will
provide and how to allocate resources among them. Governments must
decide to whom the goods and services will be provided. Resources must be
allocated among different levels of the health service – for example, among
primary care and public health programs versus hospital services. Resources
must be allocated between capital development and operating costs, and
between salary and nonsalary expenditures. Resources must be allocated
among geographic areas – for example, different regions of a country, or
urban versus rural areas. Resources must be allocated among specific
programs – for example, programs for control of specific diseases,
immunization programs, or reproductive health programs. Resources must
also be allocated among specific health care goods and services – for
example, doctor visits, procedures, or medications.

Other public policy issues In addition to economic and structural issues,
decision makers face a variety of other policy decisions that have a broad
effect on the delivery of health care. Policy makers must develop strategic
plans for national and regional health improvement. These include
identifying risks to public health (e.g., environmental contaminants,
infectious disease epidemics, or unhealthy lifestyles) and developing plans
for mitigating such risks. Such plans may include, for example, national or
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regional disease screening and prevention programs, health promotion
programs, mass vaccination programs, programs to control biological pests
(e.g., spraying against malaria-transmitting mosquitoes), programs for the
control of illicit drugs, or programs for response to potential bioterrorist
attacks. Policy makers must develop plans for the provision of health care
that address the availability of and access to health care among those whom
the health care system serves, with consideration given to the impact of
insurance and regulatory policies on such access. Other population-level
policy issues include policies for the allocation of transplant organs among
potential recipients, for managing national blood supplies, and for managing
national vaccine and pharmaceutical stockpiles.

1.3.2 Health care delivery

Planning and managing health care delivery involves decisions about the
management of health care operations and about clinical practice.

Operations management for health care delivery Operations management
problems that arise in the delivery of health care are similar in many ways to
traditional problems in operations management. These include strategic
planning problems such as design of services (e.g., inclusion of neonatal
intensive care units in some hospitals, or provision of free-standing urgent
care clinics or rural health workers), design of the health care supply chain
(e.g., design of a network of hospitals, outpatient clinics, and laboratory
services), facility planning and design (e.g., location and layout of hospitals
and outpatient clinics, or design of material handling systems), equipment
evaluation and selection, process selection, and capacity planning. Other
planning problems include demand and capacity forecasting, capacity
management, scheduling and workforce planning, job design, and
management of the health care supply chain. Managers of health care
systems must manage inventory (e.g., drugs, supplies, or blood), measure
and manage system performance and quality, and assess the performance of
health care technologies. Decision support systems must be designed and
implemented to support all of these activities.

Clinical Practice Clinicians face a number of important planning and
management problems in the delivery of health care. These include
assessing health risks and diagnosing diseases and conditions of individual
patients. Clinicians must design and plan treatment for their patients. For
example, they must assess how disease is likely to progress in a patient and
then they must select appropriate drugs and dosages and design other aspects
of a treatment regimen (e.g., surgery, radiation, rehabilitation). Clinicians
must determine appropriate disease prevention strategies for individual
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patients (e.g., vaccination, disease screening, drug treatment, lifestyle
changes). The goal of these clinical activities is to provide the highest
quality care given the resources that are available. Doing so requires
ongoing assessment of clinical quality and well as assessment of the cost and
effectiveness of different health care interventions. A recent innovation in
clinical practice has been the development of broad-based practice
guidelines that specify the recommended standard of care for various
diseases and conditions. Such guidelines are developed based on cost-
effectiveness analysis of alternative interventions, and vary according to the
population and setting (e.g., guidelines for treating a disease in a low-income
country will differ from guidelines for treating the same disease in a high-
income country). Finally, given the explosion of new medical knowledge,
information management and decision support systems can play a crucial
role in supporting effective and efficient clinical practice.

1.4 OVERVIEW OF THIS BOOK

Operations research techniques, tools, and theories have long been applied to
a wide range of issues and problems in health care. However, to date, no
single handbook has synthesized the wide applicability of such techniques
and presented future challenges and avenues for research. In fact,
practitioners, students, and researchers in this field have had difficulty
finding a comprehensive reference that can help them improve their ability
to apply such techniques, learn new techniques, explore new issues and
challenges, and pursue new research avenues. This handbook aims to fill that
need.

This book covers applications of operations research in health care, with
particular emphasis on health care delivery. The book is geared toward a
multidisciplinary audience that includes OR practitioners, students, scientists
and researchers with interest in health care (either new interest or existing
expertise), as well as health practitioners (such as clinicians, administrators,
and managers), students, scientists, and researchers in health sciences, health
administration, public health, health care delivery, and health policy.

Three main areas are covered: (1) health care operations management, (2)
public policy and economic analysis, and (3) clinical applications. Within
each area, a broad range of topics is addressed. Each chapter details a
problem area, a state-of-the-art application, the methodology employed, and
research issues raised. Each topic is structured and addressed in such a way
that a wide audience – with varying levels of knowledge of the subject area
or the methodology employed – will be able to access and use the material
presented.
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This book covers topics as diverse as hospital capacity planning and
management, supply chain management for blood banking, evaluation of
hospital efficiency, vaccine pricing policies, national drug control policy,
decision making for bioterror preparedness, breast cancer diagnosis, optimal
design of radiation treatments, and analysis of asthma treatments. Although
they cover diverse topics, all of the chapters show how operations research
can be applied to help make health care delivery more effective and
efficient.

1.4.1 Health care operations management

The first main section of the book comprises chapters describing the
application of OR models to problems in health care operations
management. In Chapter 2, Linda Green describes how OR models have
been and can be used for hospital capacity planning. In Chapter 3, Mark
Daskin and Latoya Dean review the application of facility location models in
health care. They also present a novel application of the classical set
covering model to the analysis of cytological samples. In Chapter 4, Shane
Henderson and Andrew Mason discuss the application of a customized
simulation model to assist in decision making by a New Zealand ambulance
service. In Chapter 5, William Pierskalla discusses the management of
blood bank supply chains. In Chapter 6, Liam O’Neill and Franklin Dexter
present a method to identify best practices among hospitals’ perioperative
services using data envelopment analysis (DEA). In Chapter 7, Yasar
Ozcan, Elizabeth Merwin, Kwangsoo Lee, and Joseph Morrissey describe
the application of DEA to develop a methodology for analyzing
organizational performance of community mental health centers. They also
present measures of efficiency that can be used as a basis for improving
productivity in behavioral health care. In Chapter 8, Michael Carter and
John Blake describe four case studies of simulation applied to problems in
hospital operations management. They describe the obstacles encountered in
these applications, and the lessons learned.

1.4.2 Public policy and economic analysis

The second main section of the book comprises chapters that illustrate the
application of OR to problems of health care policy and economic analysis.
In Chapter 9, Rose Baker describes applications of conditional likelihood
methods for estimating risks to public health. In Chapter 10, Thitima
Kongnakorn and François Sainfort describe how medical outcomes can be
modeled in order to facilitate economic analysis of health care policy
problems. In Chapter 11, Anke Richter presents three case studies of the
application of OR techniques to evaluate the economic consequences and
health benefits of new medications and treatments. In Chapter 12, Jonathan
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Caulkins provides an overview of the ways in which OR models have been
applied to evaluate policies for the control of illicit drugs. In Chapter 13,
Gregory Zaric reviews recent OR advances in modeling maintenance
treatment programs for opiate addicts. In Chapter 14, Harold Pollack
describes how OR models have been used to evaluate syringe exchange
programs and substance abuse treatment programs for injection drug users,
and how such models can assist policy makers. In Chapter 15, Douglas
Owens, Donna Edwards, John Cavallaro, and Ross Shachter apply a
simulation model and economic analysis to evaluate the cost effectiveness of
potential vaccines against HIV, the virus that causes AIDS. In Chapter 16,
Sheldon Jacobson and Edward Sewell review the application of linear
programming models to address a variety of economic issues surrounding
pediatric vaccine formulary design and pricing. In Chapter 17, Margaret
Brandeau reviews OR models that have been developed to assist in the
allocation of resources to control infectious diseases. In Chapter 18, Stephen
Chick, Sada Soorapanth, and James Koopman evaluate the public health
benefits of two interventions for controlling infectious microbes in the water
supply – improvements to centralized water treatment facilities, and
localized point-of-use treatments in the homes of particularly susceptible
individuals. In Chapter 19, Ruth Davies and Sally Brailsford present a
model that evaluates policies for public health screening to detect diabetic
retinopathy (which is early indications of eye disease caused by diabetes).
In Chapter 20, Edward Kaplan and Lawrence Wein review the recent
smallpox vaccination policy debate in the U.S., and describe the successful
use of OR methods to influence policy in this arena. In Chapter 21, Stefanos
Zenios reviews OR models that have been used to evaluate policies for
allocating donor kidneys to transplant recipients. In Chapter 22, Mike
Cushman and Jonathan Rosenhead describe the application of a model-based
approach to the redesign of children’s health services in inner London.

1.4.3 Clinical applications

The third main section of the book comprises chapters that describe the
application of OR techniques to clinical problems. In Chapter 23, Andrew
Schaefer, Matthew Bailey, Steven Shechter, and Mark Roberts review the
application of Markov decision process models to guide medical treatment
decisions. In Chapter 24, Gordon Hazen describes how dynamic influence
diagrams can be applied to model clinical decision problems. In Chapter 25,
Elisabeth Paté-Cornell describes the application of risk analysis to evaluate
policies for reducing risk during anesthesia procedures. In Chapter 26,
David Paltiel, Karen Kuntz, Scott Weiss, and Anne Fuhlbrigge present a
model that simulates health and economic outcomes among patients with
asthma, and they illustrate the application of the model to assess the cost
effectiveness of inhaled corticosterioids among certain adult patients. In
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Chapter 27, Daniel Rubin, Elizabeth Burnside, and Ross Shachter present a
Bayesian network model that can help radiologists interpret mammograms
and determine appropriate followup. In Chapter 28, Eva Lee and Marco
Zaider describe an optimization model and decision support system to help
plan radiation treatment for patients with cancer. In Chapter 29, Allen
Holder describes linear optimization models that can be used to help design
radiation treatments. In Chapter 30, Michael Ferris, Jinho Lim, and David
Shepard describe the application of Matlab for radiation treatment planning.
In Chapter 31, James Koopman, Ximin Lin, Stephen Chick, and Janet
Gilsdorf present a transmission model of a common bacteria that colonizes
the human nose and throat, and they show how the model can be used to
evaluate the relative effectiveness of different vaccines (in particular,
vaccines that reduce transmission of the bacteria versus vaccines that prevent
disease once a person’s throat has been colonized). Finally, in Chapter 32,
David Craft, Lawrence Wein, and Dennis Selkoe present a model of the
accumulation of amyloid, in the brain during the course of
treatment for Alzheimer’s disease, and show how the model can be used to
determine appropriate treatments.

1.4.4 Conclusion

In a recent report [6], the World Health Organization stated that, “One of the
most important roles of the World Health Organization is to assist countries
in making optimum use of scarce health resources.” This, too, is a role for
operations researchers, as this book demonstrates.
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