
Cam Donaldson

Financing Health and 
Social Care
Bringing Health Economics 
Back into Public Policy

Financing H
ealth and Social Care

Cam
 D

onaldson



Financing Health and Social Care 

“Without doubt, the most important update and reminder of economic reasoning 
and evidence as to why our publicly-funded health care systems need protection 
and expansion, even into areas such as social care. Professor Donaldson’s work 
over four decades has had a tremendous impact on decision makers, economic 
advisors, fellow researchers and learners and I anticipate this book will be no 
exception.” 

—Craig Mitton, Professor in School of Population and Public Health, 
University of British Columbia 

“Leading world expert, and I don’t say that lightly. Everyone should read the 
chapter on economics of pandemics.” 

—Bruce Hollingsworth, Professor of Health Economics, Lancaster 
University 

“I thoroughly enjoyed reading this wonderful book. At a time when many 
health systems are in flux, it provides a reminder of the kinds of health system 
arrangements that provide for equity and efficiency. It contains lessons not only 
for UK policy, but also for those concerned with developing, implementing and 
sustaining Universal Health Coverage. It should be read by health economists, 
health ministers and their advisors across the globe.” 

—Susan Cleary, Professor of Health Economics, University of Cape Town, 
South Africa



Cam Donaldson 

Financing Health 
and Social Care 

Bringing Health Economics Back into Public Policy



Cam Donaldson 
Glasgow Caledonian University 
Glasgow, UK 

ISBN 978-3-031-86768-2 ISBN 978-3-031-86769-9 (eBook) 
https://doi.org/10.1007/978-3-031-86769-9 

© The Author(s), under exclusive license to Springer Nature Switzerland AG 2025 

This work is subject to copyright. All rights are solely and exclusively licensed by the 
Publisher, whether the whole or part of the material is concerned, specifically the rights 
of translation, reprinting, reuse of illustrations, recitation, broadcasting, reproduction on 
microfilms or in any other physical way, and transmission or information storage and 
retrieval, electronic adaptation, computer software, or by similar or dissimilar methodology 
now known or hereafter developed. 
The use of general descriptive names, registered names, trademarks, service marks, etc. 
in this publication does not imply, even in the absence of a specific statement, that such 
names are exempt from the relevant protective laws and regulations and therefore free for 
general use. 
The publisher, the authors and the editors are safe to assume that the advice and informa-
tion in this book are believed to be true and accurate at the date of publication. Neither 
the publisher nor the authors or the editors give a warranty, expressed or implied, with 
respect to the material contained herein or for any errors or omissions that may have been 
made. The publisher remains neutral with regard to jurisdictional claims in published maps 
and institutional affiliations. 

Cover illustration: © Melisa Hasan 

This Palgrave Macmillan imprint is published by the registered company Springer Nature 
Switzerland AG 
The registered company address is: Gewerbestrasse 11, 6330 Cham, Switzerland 

If disposing of this product, please recycle the paper.

https://orcid.org/0000-0003-4670-5340
https://doi.org/10.1007/978-3-031-86769-9


Diane, no other words suffice



Acknowledgements There are many people to whom I am eternally 
grateful for giving me the confidence, encouragement and ability to write 
this book. 
I was given a good start in health economics, by mentors such as Alan 

Maynard (York), John Forbes (Glasgow, now Limerick), Ian Russell and 
John Bond (Newcastle) and Gavin Mooney (Aberdeen). Senga Bond, also 
of Newcastle, has always believed in me and given me the confidence to 
do stuff differently. In my early days at York, I shared an office with Steve 
Birch. Now located in Queensland, Steve has been great friend and critic 
over the past 40 years. 

As many of my colleagues know, I love working in teams! Through 
that, I have worked with many great people over the years, and the ones 
who will recognise some of the material in the book are Rachel Baker, 
Angela Bate, Olga Biosca, Stirling Bryan, Gillian Currie, Karen Gerard, 
Steve Jan, Emily Lancsar, Paul Leak, Helen Mason, Braden Manns, Neil 
McHugh, Craig Mitton, Gillian Murray, Alastair Noble, Stuart Peacock, 
Jim Rankin, Angela Robinson, Michael Roy, Danny Ruta, Mandy Ryan, 
Phil Shackley, Alan Shiell and Virginia Wiseman. 

Some of the material in Chapter 3 was written with my friend and  
colleague, Dr Danny Ruta and, also in Chapter 3, my thanks go to Cathie  
Russell, Nick Kempe and Jim Pearson for their insights on social care 
and care home funding. The general practitioner behind the wise words 
expounded near the end of Chapter 4 is Dr Alastair Noble. But much 
of the material in that chapter has been developed over a 25-year period 
with Professor Craig Mitton of the University of British Columbia. 

I am deeply indebted to friends and colleagues who read drafts, pointed 
me in the direction of important literature and ideas to include and who 
gave me time to write. Thanks to Rachel Baker, David Bryant, Diane 
Donaldson, Linda Fenocchi, Helen Jones, Paul Leak, Helen Mason, Craig 
Mitton and James Stuart. 

Finally, I also cannot thank my family enough for the love and support 
they have given me over the years, permitting me to accumulate the 
experience to allow me to write this piece. Love you guys, always. 

Competing Interests The author has no competing interests to declare 
that are relevant to the content of this manuscript.

vii



Contents 

1 Whatever Happened to Health Economics? 1 
References 6 

2 In Place of Fear 2.0: The Efficiency and Fairness 
of Free Health Care for All 7 
Market Failure and the Nature of the Commodity, Health 
Care 10 

The Failure of Insurance 10 
Lack of Consumer Knowledge 12 
Markets Don’t Care; But People Do 13 
It’s the Comprehensiveness of Market Failure! 15 

Can We Help the NHS with Supplemental or Alternative 
Sources of Funds? 15 

Why Not User Charges? 15 
Why Not Supplemental Health Insurance? 16 
Why Not Hypothecation? 17 
Why Not Social Insurance? 17 
Social Impact Bonds and Private Finance Initiatives: 
Beware the Chimera of ‘Free’ Money 18 

Conclusion 19 
References 20

ix



x CONTENTS

3 Resurrecting Demand-Side Socialism: Marching 2 × 2 
to Health and Social Care Reform 23 
Demand-Side Socialism and the Public–Private Mix 
of Health Care Financing and Provision 25 

History Is on Mr. Streeting’s Side 26 
Evidence Is on Mr. Streeting’s Side (for Health But Not 
Social Care) 27 
The Future Evolution of Healthcare Is on Mr. Streeting’s 
Side 29 

Saving (Adult) Social Care 30 
Care Funding: Who Cares? Who Pays? 31 
Resulting Incentives and Consequent Inequities: Are We 
Throwing People to the Wolves? 36 
Back to Market Failure: Demand-Side Socialism in Social 
Care 39 
Where Now? In Place of Fear in Social Care 40 

Conclusions 42 
References 42 

4 The Fiscal Management of Health and Social Care 45 
The Gimmicks and Placebos for Managing Scarcity? 47 

Reform 48 
Balanced Scorecard 49 
Leaning in and Quality of Care 50 
HTA Agencies 51 

Managing Scarcity: The Basic Economic Principles 52 
Operationalising the Management of Scarcity 53 
PBMA in the Modern Age: A Route Out of the Stalemate 
of Budget-Neutrality 55 

A Framework Created by Integrated Care Managers 58 
Conclusion 60 
References 60 

5 What Do We Do About Doctors? Countervailing 
Power (In)Action 63 
Paying Doctors 65 
How Many Doctors (and Other Health Professionals)? 74 
Conclusions 76 
References 77



CONTENTS xi

6 Economics and Pandemics 81 
Who Did ‘Best’? 83 
The Key Combination: Collective Action, Integration 
and Health Spending 84 
Market Failure: Managing the Virus Response 86 

Harnessing Market Failure 86 
Who Shall Live? Fuchs Revisited as the Covid-19 Tide 
Approached 87 
Valuing Human Life in the Time of Covid-19 89 

Bringing It All Together: An Economic Framework 
for Managing Health vs the Economy 91 

Marginal Analysis and Emergence from Lockdowns 91 
Relating the Framework to Common Pandemic Scenarios 95 

The Vaccine 96 
The Vaccine as a Global Common Good 97 
What Would Be Required? 97 

Conclusions 100 
References 101 

7 Conclusion: The Price of Demand-Side Socialism 
in Health and Social Care 103 
Crossing the Tipping Point: Do You Like What You See? 104 
The Prescription 105 
Universal Health Coverage 106 
New ‘Contracts’ with Professions and, Especially, the Public 108 
References 114 

Index 115



About the Author 

Cam Donaldson is Emeritus Yunus Chair at Glasgow Caledonian Univer-
sity (GCU) and Professor of Health Economics at the Australian National 
University. From 2010–24, he held the Yunus Chair at GCU and, from 
2016–21, served as Pro Vice Chancellor Research there. Previously, Cam 
held the Health Foundation Chair in Health Economics at Newcastle 
University and the Svare Chair in Health Economics at the University of 
Calgary. He first become a professor of health economics in 1996 whilst 
at the Health Economics Research Unit at the University of Aberdeen. 

Cam has received numerous competitive awards in recognition of his 
research, having been:

• an inaugural National Institute for Health Research Senior Investi-
gator;

• a Public Services Fellow in the Advanced Institute for Manage-
ment Research, funded by the UK’s Economic and Social Research 
Council;

• a Canadian Institutes for Health Research Senior Investigator; and
• a Senior Scholar, funded by the Alberta Heritage Foundation for 
Medical Research. 

Cam has published over 300 peer-reviewed articles in economics, medical, 
health policy and health management journals and (co-)authored or 
edited several books on health economics and public service delivery. In

xiii



xiv ABOUT THE AUTHOR

2025, Cam was listed by Research.com in the top 300 Economics and 
Finance Scientists globally (28 in the UK) all-time by citation and publi-
cations. In 2023, he was listed in Stanford University’s list of the world’s 
top 2% of scientists, and, in 2022, was elected to the Fellowship of the 
Royal Society of Edinburgh. 

Cam lives near Stonehaven, in Aberdeenshire, with his wife Diane.



List of Figures 

Fig. 3.1 Public–private mix in health care financing and provision 25 
Fig. 3.2 Social care: who cares? Who pays? 32 
Fig. 4.1 The public sector scorecard 49 
Fig. 4.2 An economics and ethics-based framework for priority 

setting 59 
Fig. 6.1 Great big marginal analysis: the theory 93 
Fig. 6.2 Multiple thresholds and partial lockdowns 95

xv


