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1982 Health Sector Assessment, Egypt 

HEAL'lli IDLICY REVIEW 

Dr. James Jeffers 

Executive Summary 

The policy issues and problems of the MDH health services delivery system are 
in large measure a direct reflection of rore general mE policies and of 
consequent problems existing within the context of Egypt's overall social and 
economic developnent strategy. This strategy emphasizes import substitution 
as the principal means of promoting industrialization. It also emphasizes 
equity, at times at the expense of promoting efficiency in the production and 
distribution of goods and services. Fiscal tax and transfer mechanisms are 
very undeveloped, and equity is proonted through an elaborate price subsidy 
scheme. There is, in principle, virtually unrestricted and free education at 
all, including professional, levels. Export of skills and labor is an 
important (but inefficiently exploited) source of foreign exchange. 
University graduates are guaranteed employment within the government and 
public enterprise sectors, which constitute roughly 80 percent of total 
economic activity. Industry, agriculture, transportation and coomunication, 
and other productive sectors, all receive high developnent priority. 
"Nonproductive" sectors, including health, receive relatively low priorities. 
Goverrunent expenditures are highly price elastic, whEe revenues are highly
price inelastIC, producing rising deficits as inflation continues over time. 
Decentralization of much ODE administration to the 26 governorates has 
proceeded slmvly, due to well-entrenched centralized bureaucracies and to 
problems in strengthening and expanding governorate level finances and 
administrative and technical capacities. 

Free education has resulted in an enormous increase in enrollments in 
universities, including medical schools. Those members of the HSA team who 
appraised the quality of health sector education and the quality of health 
services delivered concluded that too-rapid expansion of medical school 
enrollments has resulted in low quality medical education and in the 
production of large numbers of low quality medical graduates. The M:>H has 
follmved the policy of creating jobs for these physicians in the government 
and public medical sectors in connection with doing a superb job of expanding 
health infrastructure in rural areas. However, the large number of physicians 
absorbed into these systems has placed a very large burden on the MDH 
recurt'ent budget j this has made it difficult for the M)H to also allocate 
sufficient funds for supplies and for maintenance of buildings and equipment. 
The result" is that the public health system is adequately capitalized in terms 
of infrastructure, but is undercapitalized in terms of quality of health 
profess ionaIs and is under funded in terms of complementary resources, all of 
which unfortunately result in a low quality of health services delivered. 
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-
Only a few .~undred physicians are in completely private practice, although the 
majority of GOE-salaried physicians also offer their services as private 
physicians.~ :'This is partly due to rent control policies which have led to a 
black market pricing mechanism in the housing (and office) market. Space is 
only leased at the official rental rates after occupants have paid "key money" 
in quantities reflecting the present value of market clearing rental rates 
that \vould prevail during the period of future occupancy. The high levels of 
"key money" requir.ed for physicians to acquire sufficient space for private 
clinics are increasingly discouraging the entry of physicians into full-time 
private practice. The availability of free government housing for rural 
physicians, combined with the current policy of permitting them to also 
practice privately and the greatly-increased availability of cash among the 
rural people, has made more physicians opt to remain in rural assignments
after their initial obligatory national service. Thus the common practice is 
for physicians to remain in government service (rural or, preferably, urban), 
accumulate ODE pension credits, and operate part-time private clinics on 
scales which are not technologically efficient. 

Government pharmaceutical subsidy programs (L.E. 15.0 millions in 1981) 
encourage the consumption of drugs, which is very high in Egypt in comparison 
with other countries. Drug utilization and consumption is grotoling roughly 
20-25 percent per year. (See HSA report on Pharmacies.) Drug costs 
constituted roughly 40 percent of total recurrent spending on private and 
public sector health services delivery activities in 1978. This high
consumption of drugs also appears to be related to the low level of physician 
quality (unsure physicians may prescribe too many drugs), to the fact that 
roost drugs can be purchased over-the-counter without prescription, and to 
pharmacists' de facto diagnostic and prescribing roles. The ODE policy of 
drug price subsidies is part and parcel of the overall strategy of promoting 
industrialization through development of import substitution. Currently, 
approximately 80.0 percent of drugs consumed in Egypt are produced locally. 
This policy is likely to be continued in the future. Largely due to the 
massive consumption of drugs by private sector individuals, private sector 
outlays constitute 54.0 percent of total recurrent health sector spending. 

Government policies of subsidizing the prices of basic commodities (especially 
food and fuel) and social services (water, sewage, electricity, etc., in 
addition to education and health services) place an enormous burden on the 
public sector recurrent budget. Since health services delivery is viewed as a 
consumption activity, lot-J priority is given to allocating funds to the health 
sector. Given the low elasticity of revenues and the high elasticity of 
expenditures relative to prices, inflation places an increasing real burden on 
the government recurrent budget. Economic authori ties feel that the money 
that is required to expand or adequately support public health services 
delivery simply does not exist. The GOE/MlH response has been to become 
increasingly intrigued with the idea of foisting responsibility for expansion 
of health services delivery onto the Government Health Insurance Organization 
(GHIO) and the private sector. This policy strategy has considerable merit 
from the public finance point of view. 
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The policy -.strategy of giving dominant responsibility for the expansion of 
health serVices delivery to the GHIO and the private medical system raises 
some very sigpificant issues and problems. The private sector is geared up to 
serve ,the hfgh to middle income sewnent of the market for health services. 
Encouraging the expansion of the private sector in the interests of relieving 
the public sector of part of the burden of health services delivery leaves the 
public sector with the dominant responsibility for delivering health services 
to the poor (23-30 percent of the population), who have little with which to 
pay for services. Given the lack of developed fiscal policy tax and transfer 
mechanisms, currently there is little or no government capacity to subsidize 
incomes of the poor to enable them to consume private sector services. 
Government hopes that the GHIO eventually will be able to provide health 
services to the entire population. However, the analyses in Section 2.0 of 
this paper show that currently the GHIO is servicing middle to upper middle 
income class consumers and is barely breaking even. It is clear that as the 
GHIO is forced to expand coverage, revenues will not cover costs and the GHIO 
would either incur deficits (and thus require government subsidy) or be forced 
to provide increasingly lower quality health services. A major issue concerns 
government's capacity to financially support the GHIO and at the same time to 
assure access to health services on the part of the poor, who have access to 
neither the GHIO nor to the private medical sector. 

Hotvever, it should be emphasized that Egypt's health sector has some rather 
fundamental policy issues and problems tvhich cannot be solved by 
rearrangements of financial mechanisms alone. Those fundamental problems must 
be addressed directly in order to achieve progress toward resolVing them. 
Some of the major problems and issues identified in Phase I of the health 
Sector Assessment and analyzed here from a policy and .finance viewpoint (in
Section 3.0) include: 

- Low priority to health, suggesting that in the future government will 
continue to allocate insufficient funds on current account to effectively 
develop and sustain the levels of services which potentially could be produced 
as result of large capital investments made in prior periods (Section 3.1). 

- Rigid health planning, operating, and pudgeting procedures, which inhibit 
replication of innovative or roore effective health programs, including those 
developed with donor support (Section 3.3). 

- Government plans to further increase the rate of graduation of physicians 
(from 5,000 currently to 7,000 annually), whose predictable lmv quality and 
absorption into the public system would probably lead (both directly and 
through further budget distortions) to further declines in the quality of 
health care in that system (Section 3.4). 

- The inefficient collection of foreign exchange earnings of physicians (and 
others) working abroad is one factor leading to primary reliance on producing 
large numbers of health professionals for export in the interest of continuing 
to increase the volumes of foreign exchange thus acquired. However, the level 
of demand for Egyptian health professional services on the part of traditional 
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foreign consumers is now expected to diminish, eventually requIrIng absorption 
of larger numbers of health professionals by the government and public health 
systems (Section 3.4).. . 
- Low status and pay accorded the nursing profession lead to unfilled 
capacities in training schools, low average quality in some categories, short 
working lives for nurses, a probable negative return on nursing education, and 
a definite shortage of nurses relative to doctors (Section 3.4). 

- Low incentives lead to low levels of job performance in government service, 
due also to distractions presented by opportunities for private practice. Low 
pay in government service, coupled with high rates of earnings available in 
private practice after (and perhaps during) government working hours, dampens
incentives for high performance in government service. This raises a question 
as to whether Egypt (or any country) can successfully operate a public system 
in which professionals are allowed to provide fee-for-service activity while 
in government service (Section 3.5). 

- Lack of management, supervision and discipline make the public system unable 
to redress the low job performance of government health workers stemming from 
poor training, lack of complementary supplies, low pay, and distractions 
offered by opportunities for private practice. The government system is 
coming dangerously close to serving as a "front" (Le., as a referral system) 
for private practice (Section 3.5). 

-' Lack of Mm programs aimed at upgrading skills and providing continuing 
medical education to government, public or private health services providers.
Licensure is perfunctory upon graduation from medical school and registration 
with the Medical Syndicate. Relicensure, competency-based recertification, 
and continuing education are not now required of physicians or nurses (Section 
3.5) • 

- Lack of illH capacity to recruit and retain medical administrators and 
managers. The rapid growth and earnings of private practice are dampening 
incentives for physicians to seek careers as administrators and managers and 
thus are "gutting" the capacity of the illH to manage its own system. The 
number of physicians in key illH health administration and management positions 
is predicted to decline from 350 now to approximately 70 in the next five to 
ten years (Section 3.5). 

- The tendency for the private medical sector to concentrate on high income 
segments of the medical market place. The demand for private health services 
appears to be 'highly income elastic, leading to a very rapid growth in private 
practice activity as real income gro~l1s over time. Evidence concerning the 
distribution of private practice clinics and hospitals shows that they are 
preponderantly concentrated in Cairo and Alexandria and in the upper tier of 
remaining governorates which rank high in levels of income and quality of life 
factors generally. Thus it may be concluded that the private medical services 
delivery activities are targeted at "skinming the cream" off the top of the 
medical market leaving it to government sponsored health agencies to provide 
services to low and middle class consumers (Section 3.5). 
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- Lack of -_ arequate capacity for effectively monitoring, supervising, and 
regulating ·..-private medical practice. While the M>H has drafted laws to 
license pr1~ate practice clinics and hospitals and proposes to, regulate 
standards or performance and fees charged, it has little or no capacity in 
terms of data collection procedures, adequate numbers of staff, or staff who 
are trained to undertake these functions (Section 3.5). 

- Previous lack of high level political leadership and coomittment to family 
planning. Health professionals lack training in family planning. 

- Although nutrition in general is good, it depends on costly general subsidy 
programs and services don't focus on groups and individuals at risk or in 
need. Health professionals lack knowledge and skills in nutrition 
surveillance and in monitoring in general. Food distribution programs appear 
to lack targeting to populations at greatest risk, largely due to lack of 
training and direction and to the absence of data identifying income levels 
and other family circunstances involved in detennining need and risk. The GOE 
appears no t to have developed a comprehens ive nutri t ion policy and s trategy . 
(Section 3.6) 

- The failure of the GHIO to offer preventive and promotive health services 
and family planning services (Section 3.6). This is a very serious issue, in 
view of the heavy reliance government is placing on expanding the role of the 
GHIO in the future. 

- Environmental sanitation is poor, and conditions are getting worse. There 
is a lack of adequately trained personnel in this area, and salaries are too 
lmol to elicit levels of service performance required to maintain water and 
Setolerage systems. There appears to be no policy of assessing the health 
implications of new water and sewerage programs; hence such assessments are 
not made. There is a shcrtage of trained staff and of other environemental 
health resources. Subsidized prices encourage utilization of services, but 
yield low volumes of revenues with which to maintain service systems. 
(Section 3.6) 

- The probable failure of the GOE/MJH planned policy to solve health systems 
delivery problems with principal reliance on expanded private and GHIO health 
services and population coverage. The private sector will at best serve 
roughly 20 percent of the upper and upper-middle income segment of the 
population. Without either government subsidy or serious deterioration in the 
quality of services provided, it would appear the GHIO and other public 
organizations could serve DlCiximally an additional 60.0 percent of the total 
population, leaving roughly 20 percent of the poorest of the poor with no 
service. (Section 3.7) 

- It appears inescapable the t government must find ways to insure access to 
health services on the part (If the very poor. This could be done by creating 
a medicaid-type system, retai.ning and refonning elements of the strictly 
government free curative health services system, introducing tax-and-subsidy 
or sliding fee schedule schemes, or subsidizing directly the GHIO and other 
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elements of the public system. However, policy and practical procedures for 
Unplementing such schemes do not currently exist (Section 3.7). 

In view of'":ihe pervasive and fundamental nature of existing health services 
delivery problems in Egypt, little can be done by way of substantive USAID 
assistance unless government is willing to undertake major revisions in health 
sector policies. The decision to revise or not to revise policies is the 
strict prerogative of the GOE. However. in the absence of GOE willingness to 
effectively redress serious policy issues and problems, USAID assistance for 
health sector development. rationally. would be minimal. This assistance 
would then perhaps consist primarily of relatively small transfers of health 
services commodities, thus preservin? a greater share of u.s. economic aid for 
allocation to other sectors of Egypt s economy. 

However, the author has been impressed with the receptiveness, candor, and 
recognition of problems and issues a~ticulated by the MDH officials, including 
His Excellency the Minister of Health and certain First Undersecretaries of 
State for Health. There thus appears to be willingness and conmittment in the 
MDH to take steps toward revising major policies and thus resolving major 
issues and problems, along with a genuine desire for USAID assistance in doing 
so. 

In Section 3.0 of this report, the author has proposed sets of broad policy 
revision options, in descending order of severity in terms of deviations from 
existing policies, and has suggested various ways in which USAID could 
collaborate in assisting the MDH in rationally developing the health services 
delivery system depending on policy options, revisions and initiatives taken 
by the GOE. Section 4.0 (and especially Table 4.2.1) surrmarizes suggested 
categories of possible USAID assistance in relation to importance, timing and 
types of assistance which might be required in order to support implementation 
of adopted revisions of GOE policies and practices and consequent resolution 
or amelioration of major issues and problems. 

Major issues constituting constraints on health sector development are 
summarized below, with corresponding policy options and related possibilities 
for USAID assistance. 

Issue - Low Priority placed on Health Sector 

The first major issue raised in Section 3.1 concerns the relatively 10\'1 
priority given to health by the GOE. It is suggested that unless the ODE is 
willing to give added priority to health, USAID assistance rationally would be 
minimal in terms of types of assistance and levels of funding. Minimal health 
sector assistance would be directed toward illness prevention and promotive 
health actiVities, with a primary focus on strengthening capacities for family 
planning and on upgrading existing stocks of health facilities, equipment and 
manpower. Assistance would be targeted toward those urban and rural 
populations which currently are, or in the future will bec<Xne, relatively 
disadvantaged with respect to accessibility to health services. As an 
alternative, transfers of cCXJJOOdities could be effected to health services 
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providers (goverrment, public, and private, or to providers administered by 
other ministeries or sectors) which are deeply engaged in serving medically 
disadvantag~d" population groups. Ccmoodities transferred could consist of 
replacement" "parts for vehicles and equipme~t and consignments of other 
specifically needed medical requisites such as disposable syringes, nonlocally 
produced pharmaceuticals, etc. 

However, if the CDE were to exercise the policy options of giving higher 
priority to health generally and to addressing other major policy issues 
raised in the HSA report, a more substantial volume of USAID assistance 
rationally could be allocated to Egypt's health sector development. 

Issue - Rigid Health Planning, Operating and Budgeting Processes 

A major issue exists in connection with the apparent top-down approach to 
planning, budgeting, and operating policies, all of which predominantly focus 
on capital developnent .or health facilities. There appears to be little 
targeting of populations at risk and of health problems which are most 
~portant and for which effective medical interventions exist. There is 
inadequate provision in MDH services for selection of alternative staff, 
management, and incentives constituting appropriate health programs selected 
from alternatives. There also appears to be little flexibility in the 
specification of staffing and medical requisite complements that are 
functionally related to probable and actual rates of utilization. The 
USAID-supported Strengthening Rural Health Delivery Project was origJ~ally 
designed to test alternative incentive, supervision, and management support 
systems in terms of medical effectiveness, administrative feasibility, and 
cost-effectiveness as prerequisites for system-wide replication. While 
information concerning this project is sparce,the evidence suggests an 
unwillingness or inability for the MDH to experiment with alternative ways of 
overcoming some key health services delivery issues and problems, which the 
MDH itself had identified and selected during the course of project design. 
This raises a serious issue concerning the types of support USAID can 
rationally provide in the future. Related issues concern \oJhether eXlsting 
planning, operating and budgeting procedures can accommodate experimentation,
replication of pilot projects nationwide, or attempts on the part of local 
coomunities to plan, adapt, or initiate innovative health services delivery 
programs with appropriate budgeting, planning, and administrative 
accommodation. (Note that this view of the project is partly based on the HSA 
report on the Strengthening Rural Health Service Delivery Project, dated 
April 19, 1982, which Dr. Almotaz B. t-bbarak has indicated will be revised by 
the I·DH.) 

Assuming that the CDE is willing to initiate policies involving experimenting 
with loosen-ing-up its planning, operational, and budgetary processes, USAID 
could provide assistance in connection with such efforts. One or more 
projects aimed at developing flexible planning, operational and budgetary 
policies and procedures involving the MDH, MDF, and the MOP could be initiated 
at governorate levels. Such projects could involve trainir~ of health 
planners, administrators, health personnel, budget officers and local 



Health Policy Revi~w, HSA, Jeffers, Executive Summary OOOSH/0099H Page 8 

'.community leaders as appropriate as well as provide needed vehicles, supplies
and equipnent. The focus of these projects would be on institutionalizing 
planning, ~rating, and budgeting guidelines, policies and procedures that 
would sharpen' targeting on selected populations at risk, disease entities, and 
resource requirements involved in using appropriate medical, administrative, 
organizational, training, and management technologies. 

Issue - Educational and Training Policies in the Health Sector 

The central issue in this area concerns the training of excessive numbers of 
physicians, resulting in a low quality of medical practice generally
throughout the health system. A second issue concerns the low levels of 
incentives and status accorded to nurses, resulting in unfilled training 
slots, short working life expectancy ~ probable negative social returns on 
nursing education, and resulting shortages of nurses relative to physicians. 

Given that the number of physicians being trained appears to be excessive, and 
given the lOtv quality of training received, it appears that USAID assistance 
to increase numbers of medical graduates would not be required or 
appropriate. It also appears that further efforts to upgrade the quality of 
medical education beyond the current Suez Canal University effort would ,be 
appropriate only if the medical education establishment, consisting of already 
existing medical schools, has a strong interest in and comnittment to such 
curriculum revision. There is little evidence that this is the case. In view 
of the lmv pay and status of nursing, it appears that USAID assistance in 
training greater numbers of nurses or in upgrading the quality of nursing 
education would also not be appropriate. 

Several policy options are posed. First, independently of other policy 
options discussed, the GOE should be encouraged to extract greater volumes of 
foreign exchange from health professionals (and possibly others) working 
abroad, perhaps using approaches proven successful in other nations (e.g., in 
the Republic of South Korea). This would reduce the perceived necessity of 
producing large numbers of physicians for export. This is important, because 
it appears to this author and to others that opportunities to export physician 
services will diminish in the near future. Second, a severe policy option 
involving a planned reduction in the number of physicians trained is proposed 
in the interests of permitting the upgrading of the quality of physician
training, raising salaries of physicians employed in government services, and 
also in the interests of relieving government training budgets. Third, an 
equally severe policy is proposed, consisting of bonding physicians in 
goverrnnent service for comparatively long periods (8-10 years) while 
prohibiting them from engaging in private practice or to take leave abroad 
until such' a time as government realizes a positive return on investment in 
their medical education. While serving in the government system, physicians 
would have the opportunity to undertake continuing education and would be 
licensed for private practice or practice abroad based on competency 
certification. The rationale for this policy is to build in a progression of 
opportunity to advance in earnings that is ascending in terms of length of 
government service and demonstrated competency. Fourth, the least severe 
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policy option that is proposed, one which is an essential minnnum, would be to 
require all~physicians (those currently in Rervice and those newly graduated) 
to be re~icensed, undertake upgrading of skills, undertake continuing 
education, . and undertake periodic recertification based on ccxnpetency 
examinations. Similar programs focused on upgrading first the status and 
later the skills and competency of nursing personnel are also minimally 
essential. Election of any of these policy options by the GOE would appear to 
merit USAID assistance, with levels of assistance directly related to the 
severity of the policy revision or initiative undertaken by the GOE. 

Issue - Government Relationships with Private Sector 

The term "private medical sector" is a misnomer in the context of Egypt. 
Differentiation between public and private sectors ~plies separation and 
independence that simply does not exist, since government and private health 
services delivery activities are performed by the same individuals. The 
distinction between public and private medical sectors is in reality a 
distinction between activities which are differentiated in the main on the 
basis of the time of day, whether or not patients pay for services 
out-of-pocket, perception of quality of care provided, and to some exte~t the 
site on which services are rendered. Realistically, public and private 
"sectors" must be viewed as greatly overlapping parallel activities and not as 
separate and independent service sectors. The major factor differentiating 
bet\yeen these activities is the method by which patients pay for services 
(collectively through taxes in the case of public services and individually
through out-of-pocket payment in the case of private practice activities). 

When incomes in Egypt were low, allowing government physicians to also engage 
in private practice may have been necessary to retain physicians in government 
service. However, nOty that incomes are high~r and growing rapidly, private 
practice earning possibilities are high and are grOt'ling by leaps and bounds. 
The fact that government salaries have not grown as rapidly as private 
practice earning opportunities has resulted in a steady diminution in 
incentives for physicians to perform well in government service, and is also 
reducing incentives for physicians to seek medical administration careers in 
government service. The government service provides an income that is 
certain, a pension scheme, free housing and tax advantages in the case of 
rural physicidns, and a referral point for private practice activity later in 
the day, in both rural and urban areas. A very major issue concerns tyhether 
Egypt or any country can successfully operate a public system in which medical 
professionals are allowed to practice fee-for-service activity while in 
government service. 

A severe pblicy option - consisting of restricting government physicians from 
engaging in- private practice, reducing the universities' output of physicians, 
bonding physicians for longer periods in government services but providing. 
skill upgrading and continuing education opportunities while raising physician 
salaries - would have to be introduced gradually over time. A less severe 
policy option would require licensure of physicians (public and private), 
competency-based recertification, and strict regulation of private practice 
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activities,~which t~uld also be heavily taxed in order to retard the rate of 
growth in ~e gap between government physician salaries and private practice 
earning op~rtunities. . •. 
In any event, it is very clear that the ODE must begin to closely monitor and 
regulate private medical service delivery activities. In particular, the ODE 
should establish an independent secretariat to serve the new High Council on 
Medical Insurance. USAID can assist the ODE in establishing policies, policy 
standard~, data systems, certification and licensure examinations training 
systems and procedures for administrating them. Also USAID can assist the ODE 
in developing new schemes of service including revised schedules of 
compensation and training of health administrators and managers. 

Issues - Related Sector Policies Impacting on Health 

Issues i~ this area may be stated briefly (not ranked according to priority of 
issue) as follows: 

a.	 Family planning until recently has lacked the backing
 
and commitment of political leaders.
 

b.	 Health professionals generally lack training in family
 
planning.
 

c.	 Health professionals lack training in nutrition surveillance
 
and roonitoring.
 

d.	 Food distribution programs appear to lack precise targeting
 
to populations at greatest risk, largely due to imprecise
 
data concerning income levels and other circumstances of
 
need.
 

e.	 The GHIO offers little or no preventive or promotive health
 
services, including family planning, at present.
 

f.	 It appears that service and maintenance personnel in areas of
 
water and sewerage supply are not well-trained to maintain
 
syste:ns.
 

g.	 Salaries of water and sewerage service maintenance personnel
 
are too low to provide adequate incentives to elicit levels
 
of service performance that are required.
 

h.	 The GOE has no policy requiring assessment of the

health implications of new water and sewerage programs;
 
hence, such assessments are not made.
 

i.	 There does not appear to be a well-defined and comprehensive
 
nutrition strategy and policy in Egypt.
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j.	 Water, sewerage and other environmental control activities
 
la~k coordination across ministries and vertically among
 
ascending and descending levels of government.
 

As stated above, the absence of a nutritional policy is not so crucial given 
that studies have shot..m that nutritional status in Egypt is rather high as 
compared to other countries, perhaps due to general food subsidy programs. 
However, family planning and environmental health issues are vital. 

Family planning activities appear to have excellent prospects for moving 
ahead, if political committment and leadership are sustained. The time 
appears ripe for USAID to assist the mE to incorporate family planning 
activities into the mix of services offered by the GIUO. The GHIO has 
requested assistance fran USAID in this area. Also USAID could meaningfully 
assist the M)H in its general family planning activities and to introduce 
population education into school health programs. 

The several areas of environmental health present some difficulties, 
particularly as these concern water and sewerage program assistance, areas in 
which donors have already committed over $2.0 billion (USAID $1.4 billion and 
other donors $.528 billions). In the absence of measures to increase 
incentive structures, additional USAID assistance in training, capital 
investment, replacement parts and equipment would not have great impact in the 
long-run. In spite of reservations, the author feels that more can be done in 
these areas, particularly at local levels. However government must be 
sensitive to the need to raise prices for services generally in the interests 
of raising sufficient revenues with which to maintain systems. 

Issue - Health Sector Financing Arran¥ements and Assuring Access to 
Health Services on the Part 0 the Poor 

The central issue here concerns government's recent policy decision to place 
principal reliance on the private sector and the GHIO for the future expansion 
of the health services delivery system. Government's decision is based on thE~ 
rationale that by doing this the public sector will be substantially rellev~d 
of the burdens of curative health services delivery and thus be able ~o 
concentrate more on illness prevention. It is also perc~ived that more 
revenues will be brought to bear on health services delivery through expanded
private sector outlays and through assessments on lolage and other income by 
expansion of GHIO coverage and subscriptions. This policy of increasing 
reliance on private sector and GHIO expansion represents a de facto shift fran 
a policy of free health care to a policy of fostering the provision of a 
reasonable quality of health services available at reasonable prices (lolages 
assessments in the case of GHIO and fees for services in the case of private 
health services provision). There is a great deal of merit to this mE policy 
initiative, but there are problems posed by this policy direction as well. 

Reference has already been made to the tendency of the "private sector" to 
"skim the cream" of the medical market place by concentrating service delivery 
on the upper 20 percent of the incane distribution. Both the private sector 
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and the GHIO provide only curative services, leaving to the MDH responsibility 
for the provision of essentially all preventive services. In principle the 
GHIO could .provide both curative and prevent1ve services to middle and lower 
income populations. However, the GHIO currently is just breaking even, is 
covering predominantly a low-risk class of the population (urban workers), and 
is just beginning to experiment in expanding coverage to high-risk groups and 
consequently to high utilizers of health services (i.e., worker dependents and 
pensioners). The GHIO is nO\o1 breaking even by virtue of surpluses generated 
fran industrial accident funds. However, even expansion 1.;0 cover the number 
of pensioners that will be eligible for coverage by the system in the next 
decade--by 1992--would force the GHIO to incur large annual operating deficits 
(conservatively estimated at L.E. 117.0 millions) or to seriously reduce the 
quality of services delivered. 

The public sector system operated by the MDH is woefully underfunded on 
current account. Government has no surplus of funds in the national budget
with which to greatly increase allocations to the public health services 
delivery system at levels that are needed. Similarly, there is no indication 
that funds are readily available to provide subsidies that eventually will be 
required by the GHIO in order to expand it~ coverage without deterioration in 
quality of services. 

Turning the high income segment of the medical market place over to the 
private sector tends to isolate the M)H frnm potential access to needed 
revenues which could be used to expand medical services to the poor. 'This 
suggests that if governnent adopts the policy of turning the high income 
segment of the population over to the private for-profit medical sector, some 
thought should be given to levying additional taxes on private providers in 
order to generate revenues with which to assist government in providing 
services to the poor. 

It also seems clear that as the GHIO begins to expand coverage and take over 
MDH clinics and hospitals, it will be able to maintain management control and 
thereby maintain existing levels of efficiency and cost control. As expansion 
occurs, per unit costs are likely to rise significantly. As the private 
sector expands, unless fees are strictly regulated or taxed, the level of 
earnings from private practice will rise; this will in turn result in a 
corresponding increase in the rates of remuneration physicians will require as 
levels of remuneration for GHIO service, causing the GHIO cost structure to 
rise over time. This is particularly likely to be the case as the GHIO, the 
private sector, and other public health delivery organizations compete for a 
comparatively small number of "high quality" physicians to1ho are primarily
associated with Egypt's medical schools, and who are already heavily involved 

"	 in teaching, private practice, conducting special private medical examination 
tutorials ~paid for by the students), and writing books and notes for sale to 
medical students. 

Further, unless the High Council on Medical Insurance is supported by a 
sizeable and competent staff of highly trained health system planners, policy 
analysts, and data analysts, and unless decision makers heed their 
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sllggestionsj it is doubtful that the <DE will be able to regulate the canplex 
system that. :will evolve over time. 

It seems sometmat improbable that a division of labor in the provision of 
curative services delivery between the private sector and the GHIO, on the one 
hand, coupled with the provision of preventive services by the M>H on the 
other, would be very effective in the near future. How could the M>H actually
.provide preventive services if (as appears likely) it turns over its outreach 
infrastructure to the GRID? Indeed what would seem likely to occur is that 
the MDH t~uld serve as a kind of directorate of the whole system, issuing laws 
and edicts requiring preventive measures to be provided in private practice
activities and by the GHIO. But the MDH would then have the task of enforcing 
its directives over systems that it no longer directly managed. This works in 
the U.S. and other western countries, but only because of effective 
decentralization, and only after a long period of developmental evolution did 
such a division of responsibility become effective. 

Since it is difficult to capture fees fran all but a small portion of 
preventive measures and practices, compliance with MDH directives on the part 
of the private sector would be minimal at best. The GRID would have an 
incentive to provide preventive services in the interests of holding down 
costs, but only if revenues are held to low levels. However, since this is 
likely to be the case, prospects of delivery of preventive services on the 
part of the GRID would appear favorable. However, cost and revenue assessment 
circlmtstances suggest that the real capacity of the GRID to expand coverage
rapidly or very far is in fact rather limited. Also, the provision of 
preventive services essentially would be a new area cf activity to the GHIO. 

The conclusion appears inescapable that ~overnmentI s objective of relying on 
the private sector and the GRID to provi e reasonable quality curative health 
services to the entire ulation, leavin the MDH to concentrate on rovision 
o preventive services, is likely to fail, unless t e private sector is rather 
strictI re ulated, the GRID is heavil subsidized, or some cOinbination of 
t ese events is e ecte. 

USAID could assist the government in selecting the best policy from those 
available and then assist in the <DE implenentation of the policy selected. 

Three sets. of policy options are proposed (Section 3.7.4). The first would 
consist of following up on previously considered policies designed to 
rationalize educational policies and government relationships with the private 
sector. The policy would consider a more balanced expansion of the existing
system, expanding only elements of the government system serving the urban and 
rural poor, raising salaries of government physicians, reassigning physicians 
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to nongovernment health system posts, restricting government physicians fran 
private practice, and bonding physicians in government services for 
appreciable~ periods of time. The GHIO would expand gradually only to cover a 
maxinn..nIl of :50-60 percent of the population in the next 10-20 years. This 
would relieve pressure on the government system and allow it to upgrade
services and to target free services toward the rural and urban poor. 

A second broad policy option adheres more closely to current policy 
directions, but adds some features that the author, based on this policy 
analysis believes would be required. If government virtually phases out of 
providing curative services entirely, no coverage would be available to 20-30 
percent of the population living below the poverty line. Thus provision must 
be made for subsidizing an adequate level of consumption of health services on 
the part of the poor. Options exist to require curative service units to 
employ sl id ing fee schedules, lump-sum licensure taxes, or user taxes at the 
source of private practice service delivery transactions. The latter tax 
would consist of a source tax on prescriptions that would provide a basis for 
pharmaceutical audit, monitoring of physician prescribing patterns, and a 
record of pI ivate physician visits that could serve to assist more effective 
collection of incane taxes from private ifl€dical service activities. 
Additional tax revenues could be used to subsidize the consumption of health 
services on the part of the medically disadvantaged. The sliding fee and tax 
mechanisims could be coupled with a policy of identifying the class of 
medically indigent who would be issued passbooks pe'onitting them access to any
of the health delivery units existing in the system; those units would be 
obligated to provide service to them at set rates of reimbl:rsement from the 
government. If the medically indigent program were administered through 
decentralized governorate levels, to1ith governoratef; granted tax authority to 
raise revenues with which to match central government health grant-in-aid 
funds, the result would be slinilar to the medicaid program in the U.S. 

A third broad policy option is for government to phase. '.:>ut of providing 
curative services and to foster the develorment of competing private health 
insurance plans. This has been advocated by some as having tr ~ advantage of 
fostering price and quality competition, to the ultimate advantage of 
consumers of health services. Both the advantages and disad\ antages of the 
development of private health insurance in general as well as thos~ of 
fos ter ing compet ing schemes are reviewed in some depth. The present author 
concludes that the introduction of competing private health insurance schemes 
would be the least desirable financial policy option of those available to be 
elected by theGOE. However, the author recognizes that other policy options 
may be available and may be proposed by U.S. and Egyptian experts involved in 
Phase II. 

Regardless.of which general policy framework is selected, it will be necessary
to strengthen MDH management agd administration, data collection, and data and 
policy analysis capabilities. Also, it will be necessary to provide· 
assistance in training, supply, ccmnodities, etc., in efforts to upgrade and 
help expand various components of the health services delivery system. 



Health Policy Review, HSA, Jeffers, Executive Summary 0005H/0099H Page 15 

In the ev~nt government redresses current health sector financial policy
issues, the- following specific types of AID assistance could be considered: 

a.	 Assistance in policy analysis and development. 

b.	 Strengthening the management, data analysis, cost control, copayment 
setting, risk assessment and actuarial bases for GHIO operations,
perhaps beyond levels currrently contemplated in connection with the 
Urban Health Project. 

c.	 Assist the GOE to establish an independent Secretariat to the 
newly-created High Council on Medical Insurance. This would involve 
establishing a cadre of policy analysts and planners who would assist 
the M:>H general directorates in IOOnitoring the system, coordinating
data collection and analysis, and preparing position papers on 
conditions and circumstances of government, public and private sector 
medical practice, schemes of service, fees and costs, copayment 
rates, subscription and assessment rates, etc. Assistance could be 
provided to train personnel, develop organizational structur.e, 
develop job descriptions, and establish communication and monitoring 
linkages to the various directorates in the M:>H and to other 
ministries. 

d.	 Assist in developing programs of skill upgrading and continuing 
education of health professionals, with primary focus on, but not 
restricted to, physicians and nurses. 

e.	 Assistance in the design and developnent of a coordinated health 
information system which would continuously collect data from 
government (all levels), public, and private sources. 

f.	 Commodity transfers of supplies, materials, and other items needed to 
assist in upgrading the health serJices delivery system. 

g.	 Assistance in integrating preventive and promotive health services, 
including family planning services, with the regular curative 
services already being provided by the GHIO. 

A list of issues, corresponding GOE policy options, and types of USAID 
assistance appropriate to support ODE policy initiatives, with suggestions as 
to timing and of general levels of funding, is provided in Table 4.2 in the 
text. Readers are referred to this table in the course of reading this report. 
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TABLE 4.2.1
 

ISSUES, RJLICY OPTIONS. lYPES OF USAID ASSIsrANCE. TIMIN:; AND roRATION OF fUNDIN:;, AND roNDIN:; LEVELS
 

Issue (DE. Policy Options ~ Type of USAID Assistance Timing anri Duration	 Funding Levels 

I. Major Health System Constraints 

1. Low health 
priority in 
(DE budgets. 

A. fb change in priority 
given to health. 

A. Ccmrodity transfers only. A. Initiate as soon as need is 
determined and complete as 
soon as possible. Duration: 
Ired iun term only. 

A. Minimal. 

B. Elevate priority given to 
health and address other 

B. Broadest range of assistance 
needed to rationalize the 

B. Initiate commodity transfers, 
technical assistance and other 

B. As needed. 

major health system
policy issues and problem. 

system. programs. Hediun and 
long-run duration. 

2. Rigid health
plaming and 
budgeting 
procedures 
and processes. 

A.	 No change in existing 
procedures and processes. 

B.	 Initiate changes toward 
greater planning and 
budgeting fleXibility. 

A. Selected programs desi~ed 
upgrade canponents of the 
system. 

to A. As programs are identified 
and designed of short 
duration. 

A. Minimal to 
lIDderate. 

B. MJltiple program.c;: 
1. Programs to improve plannin~ 
and budgeting procedures 'It 
national and local ~overnnent 
levels. 
2. Broad range of programs 
potentially suitable for system­
wide replication. 

B. Inmediate and mediun ran~e 
programs with long term 
implications !oIOuld be designed 
as soon as possible. 

B. ttxferate to 
substantial. 

3.	 Persomel A. No change in current A. Training programs to upgrade ski 11 A. Initiate as soon as need is A. Minimal to 
incentives, incentives, management and levels of existing physicians and determined and complete as m:xferate. 
management, and supervision. nurses. elevate status of nurses. soon as possible. for mediun 
and super­ and increase length of nurses' term d.rration 
vision. working life expectancy. 

B.	 ODE initiates policies to B. All of the above B. Initiate as soon as programs B. ftxferate to 
increase personnel plus pro~rams to '1ssist in are designed and approved substantial. 
incentives and improve developing and implementing and initiate mediun to long­
management and licensure. relicensure and range programs. 
administration of system, competency based recertification 
inclucl ing licensure. programs. Also progr<mlS 
relicensure. and designed to develop schemes of 
canpetency-based service to encourage careers in 
certification programs. medical administration and 

management. 



" ~~·Low quality
of training
and service. 

. , 
A. No change In rates of 

physician trainin~ or other 
efforts to upgrade medical 
education. 

A. No rrogrilllS for training nelol 
hea th professionals beyond
already funded programs. 

A. Length of existing funded 
Suez University project. 

A. As approved 

(pg2) 

B. aJE policies Initiated B. Programs to upgrade medical 
to restrict growth in education and to support training
medical enrollments and of new health personnel. 
to upgrade medical 
education. 

C. Adopt policies of Assistance in developing C. 
bondIng physicians in continuing education skill ­
government service for building and competency-based 
longer periods, &prohibit ­ certification programs. 
ing private practice and 
emigration abroad until 
goverrment receives a 
positive return on cost of 
education, plus continuing
education and competency 
based certification. 

B. Build on Suez University 
program, make appropriate
modifications, and develop
similar programs on behalf 
of nurses and other health 
personnel as soon as possible.
Progrlm9 would be medilJll to 
long term. 

Substantial. 

C•. tbderate. 

D. Adoption of continuing 
education and canpetency­
based certification 
policies. 

D. Assistance in developing 
continuing education ..nd 
competency-based certification 
programs. 

D. Initiate design of 
:nedillll term contInuing 
education and competency based 
certifIcation programs as soon 
as possible • 

D. Minimal. 

• J 

5~ Relationships 
with private 
sector. 

A. No change. A. No program initiatives. 

Programs to support development B. Initiation of policies B. 
to restrict private of regulatory agencies, staff 
practice on part of of High Council on Medical 
government phys icians and Insurance. 
otherwise D) regulate
private practice activities 
(including increasing the 
efficiency of foreign 
exchange acquisition). 

A. Zero. 

B. Design technical assistance 
program as soon as possible. 

A. No funding. 

B. As au:h as needed 
to developnent in 
this area. 

I',·,.
6..	 Health sector 

financing 
arrangement.
and assuring
lICcess to ser­
vices on the 
part of the. 
poor. 

A. No policy in this area is 
not a P)E option, as it is 
inconsistent with 

A. - A. - A. -

predanlnant goal of equity. 

B. Policies to rationalize 
educational policies and 
governnent relationships
with private sector, 3.B & 
5.B above, and to encourage 
GUO, private sector, and 
other public sector health 

B. If in conjunction ~ith policy
options 3.B and 5.B above. then 
3.B &5.8 assistance. plus
selective support of 
government health Rervices
delivery system expansion 
targeted at poor rural and urban 

B. As soon as 6.8 is designed and 8. SUbstantial. 
selective programs and projects 
can be designed, with mediun to 
lo~-range impact. 

service delivery units to populations. progrilllS of technical 
grow in balanced fashion, assistance (sctuarial sciences and 
while targeting government econanics) to GHIO and the High 
delivery Bystem toward In9titute of Public Health. 
rural and urban poor 
populations• 



C. ODE adopts policies of C. Programs to assist ~stablishment 

sliding fee schedules, of fee schedules, new tax 
lu:np-sun, licensure or user programs. and medical indigent 
taxes and/or establishes programs, possibly administered 
programs for ident i fy ing at local government levels. 
and serving medically
indigent classes. 

C. Initiate medium teon 
programs as soon as 
possible. 

C. r-txIerate. (pg3) 

D. Policy to promote grCK~th 

. in canpeting private health 
insura~ce schemes. 

D. The technical assista.~~ to 
develop private insurance 
schemEH. 

D• As soon as policy is 
fot'lllJ lated , initiate start-up 
short-run program only. 

D. Minimal 

7. Fi:IIIily A. No new policy. 
planning
and other B. Initiate policy to 
illness incorporate family 
prevention and planning and other 
health preventive sevices to 
promotion OHIO service activities 
activities. and to introduce fi:lllily 

planning into school 
health programs. 

A.	 Continue existing programs. A. As programmed. A. Existing levels. 

B.	 Technical assistance and general B. As soon as policies are B. Substantial 
program assistance to GUIO fOt'lllJlated and project designs increases above 
and to MOH, training of additional can be canpleted. Projects existing levels of 
health professionals, and supply would be of mediun to long­ support.
and resupply of contraceptives teon duration. 
to GUO. 

Issue 
.-. 
11. Improvdlents 

1.	 Nutr i t ion 
strategy and 
and policy. 

ODE Policy OptiOns Type of USAID Assistance 

in Other Sectors Related to Health. 

A.	 ODE developncnt of a A. Technical assistance for policy
comprehensive unified development and continued food 
nutrition strategy and commodity transfers in this area, 
policy. training of health professionals 

in nutrition surveillance and 
monitoring, and development of 
programs to assist more precise 
targeting to populations in 
greatest need. 

Timing and Duration Funding Levels 

A.	 As soon as policy is A. r-txIerate. 
fot'lllJlated. Projects would 
necessarily be of medium 
term duration only. 

i. Envirormental 
health. 

A.	 Length of current projects. A. Existing levels. 

B.	 As soon as' policies are B. Substantial. 
fOt'lllJlated and in place
and programs are desi~. 
Program support would be of 
tre<lium to long term duration. 

\-


A.	 No changes in levels of 
salary; no assessment of 
health implications of 
new water and sewerage 
projects; no gradual
changes in rates charged 
for services. 

B.	 ODE policy initiatives to 
increase personnel
incentives, gradually 
raise charges for serviCES. 
and adopt and !mplement
policy of assessing health 
implications of new water 
and sewerage projects. 

A.	 No programs to be newly 
initiated. 

B.	 New programs of training of 
maintenance personnel, providing
replacement parts, and otherwise 
upgradir~ systems; technical 
assistance in developing 
appropriate pricing and retail 
distribution procedures; 
management development. 
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Health'Policy"Review 

Dr: James Jeffers 

1.0	 Introduction to the 1982"HealthSector'AssessmentRepot't "on "Egyptian
Health Policy 

1.1	 General Considerations-'Eguityand Efficiency 

Every economic activity, transaction and policy involves issues of equity and 
efficiency. Equity is a normative concept of what is fair or just. 
Resolution of this issue involves a value judgment. The exercise of this 
jud,l?f11ent, necessarily, is t'ooted in the culture, mentality, previouS 
historical experience and, current stage of social, political and economic 
evolution of individuals as well as nations. For some individuals and nations 
perfect equality of shares is equitable: For others distribution of benefit 
or product on the basis of need is th~ only acceptable standard of equity. In 
the case of market system economies, distribution of benefit or product in 
proportion to contribution to production (productivity) is the standard of 
equi ty. Even in a market-oriented society, as in all others, attention is 
,given to providing benefit or product to those in need due to circunstances 
beyond their control (e.g., in cases of illness, flood, natural catastrophy,
etc.), either through philanthropy or through social programs saoctioned by 
the State (welfare, Medicaid in the case of health care in the U.S., etc.). 

1.1.1 Trade-offs Between Efficiencv'and'Equity 

Rarely is it possible to achieve progress in one of these areas without 
sacrifice in the other. It is almost Unpossib1e to achieve greater efficiency 
by intervening in the status quo without making someone worse off who will 
claim that they have suffered an inequity in the process. Similarly, it is 
very difficult to achieve greater equity without the prospect of reducing 
output on the part of some producer using existing resources or causing some 
resources to be withdrawn from production. This is because efficiency and 
equity are intimately linked through the structure of incentives. The level 
of outputs of products and benefits is l~ited by the intensity with which the 
existing quantities and qualities of resources are utilized. The intensity 
with which stocks of resources are utilized depends on the incentive structure 
that exists within the production unit -- individual, sectoral, or national. 
Policy intervention on behalf of increasing efficiency or equity almost always 
alters the incentive structure by causing some individuals to gain and sane 
individuals to lose and thus has consequeoces for both efficiency and equity.
This is toJhy the selection of appropriate policies is necessarily a political 
process. It is through a political process that a determination is made as to 
the acceptability of some individuals' losing and some individuals' gaining as 
a consequence the adoption- of a speci fic policy. The acceptability of a 
particular type of policy must be determined in light of the existing cultural 
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values~ the~ntality.of the people (the ~ay people reason~ feel~ and think),
historical experience, and stage of social, political and econanic developnent. 

L1.2 Acceptability of'policY'~nstruments 

Not only must specific policies be judged in terms of their acceptability in 
light of local and temporal circumstances, but policy mechanisms must also be 
appraised in terms of their acceptability in the same way. For example
Western societies take a redistributive fiscal policy consisting ot 
progressive income taxation and regressive transfer payments axiomatically to 
be an acceptable way in which to redress ~nequity in income dietribution. 
Egypt, like many other non-western countries, has no effective machinery for 
effective personal income taxation and transfer. In light of this, a Western 
style fiscal policy of incane redistribution ~uld not a~pear to be an 
acceptable policy mechanism instrunent. However, "hidden taxation and 
redistribution of income through a fixed price structure favoring the poor is 
an acceptable instrunent.. A "poor" farmer can bemoan the fact that 
agricultural prices are low, on the one hand, bl.'t at the same time be grateful 
that the price of bread and other staples is also low. On balance, as real 
purchasing power increases over t~e, the fixed pricing policy may be regarded 
as highly acceptable. Under such circlll1stcmces, a sudden change that ~uld 
involve letting agricultural prices rise to "border" price levels and 
terminating fixed price ceilings on bread and other staples, coupled with the 
introduction of progressive incane taxes and regressive transfer payments
favoring low income groups, is likely to be beyond the capacity of government 
effectively to llnplement and to administer. 

A related matter in this context is that major policy shifts involve 
substantial political risks. Westerners take political stability for 
granted. This is particularly the case in non-parliamentarian systems like 
the u.s. in which potential changes of administrations occur at predictable 
and regularized intervals (every four years, in the U.S.). The process of 
change in power is in all respects also more predictable and gradual in two 
party systems in which the two parties hold, in the main, similar if not 
identical values and philosophies. Changes in political power that do occur 
thereby take on more the aspect of a tilt or gradual shift in emphasis, rather 
than an abrupt or sudden swing of 
many countries in the world. 

an extreme nature. This is not the case in 

Actual or potential political instability requires that policy changes 
introduced slowly and that political leaders carefully build a base 
political consensus as policy changes are gradually introduced. 

be 
of 

1.1.1.3 Roles of Technical Experts 

Technical experts should appreciate all of this. It is very difficult if not 
Unpossible for outsiders to Jl~ge the degree to Which suggested rlicy cha~es 
are acceptable. However, thlS should in no way inhibit technica experts from 
identifying the adverse consequences of existing policies and strategies and 
offet'ing suggestions as to possible policy alternatives. It is also llnportant 
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that technical experts provide some rough ordering or quantitative estimates 
of the relat~ve magnitudes of adverse consequence associated with each current 
policy, proced~re or practice; such estfinates can assist local decision makers 
to better oroer their own priorities concerning the relative irrtance of 
making certain changes, as well as the administrative an political 
feasibility of making t.hem. 

The review and analysis of current and prospective policies, strategies and 
practices presented in this document may appear to be overly critical. 
However, it is the experience of the author that local authorities are well 
aware of their own problems but expect competent experts to make note of 
r ~m. Perhaps of greatest use to _JCal authorities is the relative linportance 
attached to various problems, identification of solutions that have been tried 
in other nations which have not produced favorable results, and suggestions of 
new remedies that have a fair degree of potential success in the present 
context. 

1.2 Review of Past and Current EgyPtian Social and Economic Development 
Policies and Strategies 

There are two reasons to review overall social and economic development 
policies and strategies before reviewing those of the health sector. First, 
such a review provides a perspective or context without which health sector 
policies and strategies can be understood or interpreted. Second, such a 
review serves to identify general development rlicies and strategies which 
have particular relevance to the perfonnance 0 the health sector. General 
policies may serve as constraints ta national health sector development, or as 
vehicles assisting health sector development and performance. Since such a 
review involves macro-economic considerations, emphasis is naturally on 
matters of finance. Readers should not, however, be left with the mistaken 
impression that only financial problems exist or that all problems can be 
solved by changes in financial arrangements. Indeed one central theme of this 
review deserves e:nphasis at this point: While inappropriate' financial 
arrangements can cause many' oroblems, few fundamental problems can be solved 
b only rearran in financial mechanisms without also making otner fundamental 
c anges. 

1.2.1 An Overview of EgyPtian National Policy Development 

Sirce the Officers Revolt of 1952, Egypt has made a substantial effort to 
establish a socialistic economy. This involved a development strategy which 
gave priority to import substitution as a means of achieving grmvth in 
industry, and to govermlent control over industrial and agricultural 
production. ~ banking system, public utilities, and the bulk of industrial 
production were nationalized in the 1960R. Gradually, fixed prices and 
marketing controls were introduced throughout most of the economy. Prices for 
primary and intermediate agricultural and industrial products were established 
at levels to make it profitable to produce g~s in measure consistent with d 

strategy of industrial developnent through import substitution. Governnent 
has priced public utilities, water and sewage, and energy at prices below full 
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costs. Government also has established rent controls on housing at less than 
market clearing levels and has attempted to provide health and educational 
services broadly to the population "free". Jobs are gu,T,,:,anteed to university 
graduates, and government has fostered the notion that everyone is entitled to 
a job, with the public industrial sector and central government serving as an 
employer of "last resort" or more correctly as employer of first or only 
resort in some cases. 

In establishing a structure of fixed prices, agricultural prices are 
established at levels far below export levels. At the same time, prices of 
key consumer staples (bread, rice, sugar, etc.) have been maintained at nearly 
stable levels for decades, requiri~ increasingly large subsidies to 
processors and distributors of these items. These policies and strategies are 
administered through the formation of a massive central government bureaucracy 
managing a vast and complex array of administrative regulations. 

After Anwar Sadat became president in 1971, forces were set in motion to 
liberalize, at least to sane extent, the all-pervRsive grip of government 
bureaucracy on economic activities. These forces resulted in the announcement 
of the "Open Door Policy" in 1975. However the regulatory and administrative 
changes necessary to implement this policy were not sufficiently developed 
until 1979. The process of implementation is still continuing under the 
leadership of President Mubarak today but is preceeding with modification and 
adjustment. 

In broad outline, the Open Door Policy consists of the following elements: 

a.	 Decentralization of goverrment frOOl central level to local levels, 
including governorates and villages. 

b.	 Institutionalization of a quasi private sector by allowing greater 
management control and decision maki~ on the part of managers of 
selected econanic and service "authorities" and loosening of the 
control previously exercised by government bureaucrats. 

c.	 Creating Port Said as a "free trade zone" and encouraging joint 
venture activities between Egyptian and foreign firms in the 
interests of encouraging foreign investment 

1. 2. 2 Investment Plan Priorities 

Past development plans have favored the growth of public sector enterorises 
(particularly transportation and public utilities), petroleum, and agriculture 
as high prio~ities. In the J978-82 development plan, the government plan was 
allocated among principle sectors as presented in Table 1.2.2.1 below. 
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Percent Allocation of 
Investment'Funds 

1.	 Transportation, ports, coomunications, 
electricity and utilities 38.4% 

2.	 Food and public needs including feeds, 
chemicals, and fertilizers 21.4% 

3. Suez Canal and petro1eun	 13.2% 

4. Heavy industry and war production	 5.0% 

5. Building materials	 4.2% 

6. Education	 6.2% 

7. Health	 2.0% 
Total	 100.0% 

Source: Investment Plan: Bud~et 1978-1982, ARE, 1980. 

The breakdown between health and education (total 8.2%) reflects sane rather 
arbitrary distictions, since teaching hospitals supply 1ar~e quantities of 
health services, but are included under the education sector bud~et. 

Total invesbnent plans called for L.E. 2.5 billion, with an additional 
L.E••35 billion of investment expected to be provided by joint venture 
foreign capital contributions in the petro1eun sector. 

1.2.3. Current Expenditures 

Figures on current accounts are seldan provided in plan budgets. However 
functional classifications of current expenditures (lagged by 1 year) are 
available for recent years and are presented in Table 1.2.3.1 below. The 
table demonstrates that health receives a very low priority in the current 
budget, receivi~ only 4.9% of central goverrment expenditures on total 
governnent current account. 
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Table 1.~.3:1 Egypt: Functional Classification of Current Expenditure, 
1976-1980/81 1/ 

(In millions of EgyptIan pounds) 

Estimates Budget
Jan.-June Estimates 

1976 1977 1978 1979 1980 2/ 1980/81 

General public services 
General administration 3/
Public order and safety-

Defense 

306.8 
(220.7)
(86.1) 
452.7 

428.9 
(323.6)

(105a.3) 
343.2 

467.0 
(344.3)
(122.7) 
339.4 

572.2 
(414.3)
(157.9) 
772.0 

506.0 
(422.0)
(84.0) 
324.0 

1,161. 8 
(931. 9)
(229.9) 
921.6 

EdL'cation 240.1 243.6 296.9 364.6 157.0 420.4 
Hea:"th 80.2 79.7 96.2 114.9 57.0 149.7 
Community and social services 
Economic services 

29.0 
72.2 

29.9 
69.4 

53.8 
89.7 

86.4 
100.8 

40.0 
50.0 

111.6 
133.7 

Agriculture
Irrigation
Transportation and 

coomunication 

(26.2) ) 
(34.7) ) 

(11.3) 

(62.7) ) 
) 

(6.7) 

(83.5) 

(6.2) 

(48.0) 
(50.3) , 

(2.5) 

(23.0) ) 
(19.0) ) 

(8.0) 

(112.4) 

(21.3) 

Central government current 
expenditure 1,18LO 1,194~7 1,343.0 2~010.9 1,134.0 2,898.8 

Local government current 
expenditure 108~6 116~7 135.3 161.8 67~0 163.4 

Emergency Fund deficit 303~O 256~O 370~0	 --
Total current 

expenditure 1,592.6 1,567.4 1,848.3 2,172.7 1,201.0 3,062.2 

Source: Reproduced fran IMF/ARE ''Recent Econanic Deve1oIJIlents",o February 9, 1981, p. 78 

1/	 Excludes subsidies, transfers to public authorities, and most expenditure
 
fran the Treasury and Investment Funds. Expenditure fran the Emergency
 
Fund has been allocated to functional categories beginning in 1979, but a
 
classification of net expenditure from the Emergency Fund is not available
 
for the pe~iod 1976-78.
 

!/ Total is estimated based on prelUninary actual revenue and financing data.
 
Components are adjusted proportionately fran the revised budget estimates
 
as agreed with the authorities in February 1980.
 

3/ Includes Investment Fund current operatir~ expenditure and Treasury Fund
 
outlays for pensions and contingencies.
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1.2.4 Revenues 

Principal sources of revenues include business profits taxes, direct transfer 
of profits,:and self-financed· investment derived fran public enterprises 
(55%) ;custans duties (28%); taxes on production, consunption aoo price 
differential ~ssessments (4%); and income taxes (1.0%); with the remainder of 
revenue being generated fran foreign aid (870) and miscellaneous sources (4%). 
Note that the u.s. contributes roughly 75.0 percent of total foreign aid, 
constituting approx~tely 6.0 percent of GOE annual expenditures. 

One of the problems concerning governnent' s current revenue-generating and 
expenditure structure is the relative elasticity of expenditures with respect 
to prices and the relative inelasticity of revenues with respect to prices. 
Thus increases in international and danestic prices calise expenditures to rise 
IOOre rapidly than revenues. Consequently, fiscal deficits have been growing 
over time, and the current deficit is projected at L.E. 3.0 or roughly 15% of 
current government spending. 

1.2.5. Foreign Exchange 

Principle sources of foreign exchange include Suez Canal duties, petroleun 
exports, foreign aid, and worker remittances fran abroad. The latter category 
(currently reported at L.E. 3.0 billion but believed to be vastly 
under-reported) reflects the export of labor (estllnated at 1.8 million people 
currently abroad). This practice has lessened pressures on the local labor 
market and consequently on goverrment (which, as noted above, serves as 
employer of last rpsort). Labor.force participation is very low, estimated at 
26 percent of a population of 44.0 million, largely due to the low 
participation of WOOlen (currently est~ted at less than 8 percent). As a 
consequence of worker emigration, growth in employment 'has kept pace with 
growth in the labor force, although considerable disguised unemployment 
exists. Shortages 
increasingly common. 

in certain critical skills areas are also becoming 

1.2.6. Wage Structure 

The wage structure in 
supplemented by fringe 

Egypt is 
benefits 

based on 
that are 

minimtm wages 
established by 

and allowances, 
government. In 

addition, sane public sector employees supplement the basic wage and fringe 
benefit package with incentive bonuses and eve!1 profit sharing in certain 
cases. In recent years government has increased public econanic sector real 
wages. Wages were raised by roughly 40 percent in 1979. (IMFIARE ''Recent 
Econanic Developments", February 9, 1981, p. 6) 1n 1980, in the interest of 
reformi~ the cost and price structure, government attempted to r.educe price 
subsidies whIle simultaneously raising allowances of all public sector 
employees, including civil servants, members of the armed forces, and social 
security and pension recepients. Reductions of price subsidies were met by 
widespread public protest and thus were reinstated along with retention of 
upward wage adjustments. These adjustments added 25 percent to the public 
sector wage and salary bill. As a consequence real wages as deflated by the 
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index of dCXJiestic prices. have risen significantly over the period 1976 to 
1982. However. the index of domestic prices incorporates price increases that 
are lower than international prices. due to the effects of danestic price 
subsidies. 'Thus the upward drift in actual nominal wages represents a less 
significant increase in real wages when deflated by international prices 
(which do not reflect the effects of domestic subsidies) than when real wages 
are calculated by deflating nominal wages by indices of prevailing dcmestic 
prices. 

1.2.7 Income Distribution 

Unfortunately not as much is known about distribution of income in Egypt as 
would be desirable. However. some study has been done. Income distribution 
studies of 1975 data have been undertaken by the World Bank (ARE/World Bank 
Vo1une IV). Also see Radwan. "Agrarian Refonn and Rural Poverty: Egypt 
1952-1975"; Ilya Harik. "Socio-Economic Profile of Rural Egypt"; Khalid Ikram. 
''Meeting Basic Needs in Egypt; John Waterbury. "Patterns of Urbanization and 
In:ane Distribution in Egypt". The author also benefited fran a preliminary 
paper authored by Mr. James Dalton. HSA Consulant. which is incorporated in 
the text here. 

Authorities differ. in sane degree. about the appropriate level of incOO1e for 
drawing a "poverty line" for a five-person Egyptian family. Generally 
however, in 1975 it appeared that an annual income of 1£ 250 per family, or 
LE 50 per individual. comprised an acceptable norm. 

Using that norm, the various authorities estimated that the rural population 
living below the "poverty line" in 1975 as sanewhere between 5.000.000 and 
7.000.000 individuals. That is. the rural poor of the lowest economic levels 
nunbered between 23% and 30% of the rural population. As will be noted belot'l. 
a considerable portion of that nlll'lber were rather far below the "poverty 
line". In connection with this it must be observed that authorities agree 
that the statistical data on the rural populace' incanes are difficult to 
obtain and to interpret. Therefore, some segments of the rural populace may 
be better off than reported. Also, the effects of subsidization on certain 
consumer goods clearly have an ameliorative effect upon those living below the 
"poverty line" in both rural and urban areas. In any case, the figures 
available in 1975. when differentiated by are~. reveal a much higher 
percentage of rural inhabitants falling below the "poverty line" in Upper 
Egypt than in the rest of the nation. 

The urban populations t'lere sanewhat better off, with sanewhere between 
2,500.000 and 4,.000,000 individuals below the "poverty line", ranging from 18% 
to 21%. 

In Sl.mtIlBry, as shown in Table 2.7, in 1975 for Egypt as a tl1hole the "poverty 
line" included 7,500.000 to 12,000,000 persons, approximately 23% to 30% of 
the entire population. Most authorities agree that individuals living in 
urban areas earn on the average twice that earned by individuals living in 
rural areas, the latter constituting about 56.0 percent of the population. 
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Achievement of an egalitarian society has been a stated goal of the Egyptian 
leadership -: since 1960. While there are few large concentrations of wealth, 
inccxne dif!erentials appear to exist within the entire span of population, 
constituting _inequities. For exanple, within urban or rural areas, average 
families in the top one-sixth of the population have ten times the average 
iOCOOle of families in the bottOOl one-sixth. However, the bottOOl 16% in the 
rural areas obtain less than L.E. 100/year, far below "poverty line" levels, 
while 38% of rural households obtain L.E. 1,000 or more in annual household 
incane. Similarly, in urban areas the bottan 18% obtain less than L.E. 
200!year, but 40% of urban households earn L.E. 1,600 or more in annual 
household income. Thus, analysis of income distribution data clearly suggest 
that rather wide differences in income distribution existed in 1975. 

Changes in this entire situation since 1975 remain a matter for continuing 
intensive study. It seems evident that linprovements in the Egyptian economy, 
both rural and urban, since 1975 have altered the personal incane situations 
for many families. In general, there has been an overall increase in earnings 
at all levels within the Gulf States and the ensuing flow of remittances to 
Egypt has selectively altered individual family conditions. Balanced against 
these favoring circumstances, there has been steady inflation in prices, not 
all of which has been off-set by domestic subsidies. 

Some authorities have already formulated conclusions about the changes. 
Ibrahim El-Issawy, writing about "Egypt's Incooe Distribution and Economic 
Growth", observes that for the period 1974 to 1979: 

" •.• Inequality tends to increase sectora11y and inter-sectora11y. This is 
the Open Door era which has witnessed a slackeni~ of inequality-reducing 
measures and encouraged private enterprise to contribute to grot~h 
regardless of distributional consequences. Growth policies contributed to 
the increase in equity through the neglect of agriculture, the lack of 
employment growth in agriculture and its slow growth in industry, the 
changed character of the services sector, and the acceptance of 
inequality-prOOlOting terms of foreign aid •••• II 

The suggestion is that incane distribution has bec(l11e more unequal over time 
since 1975. 

1.2.8 Egypt in Comparison with Other Nations 

In income and he~lth indicators, in 1978 Egypt ranked among a nllTlber of other 
nations of like circumstances as presented in Table 1.2.8.1 below. 
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Table 1.2.8.1: Egypt Ioccxne and Health Status 
"COmpared to Nations of Like Circumstances - 1978 

GNP/Pop. Births/1000 Deaths 
Egypt 276 37.2 10.5 
Pakistan 230 45 15 
People's Republic of China 230 18 6 

Lesotho 280 40 16 
Mauratania 270 50 22 
Tanzania 230 48 16 

Source: Health Problems and Policies in the Developing Countries, World Bank 
Staff Working Paper No. 412, August 1980. 

However, Egypt is the poorest country in the Middle East in terms of per 
capita GNP figures, as sho\vn in Table 1.2.8.2 below; 

Table 1.2.8.2: EgyPt and Gulf States Per Capita 
GNP Compared - 1978 

Country Per Caoita GNP 

Iraq 1,860 
Algeria 1,260 
Turkey 1,200· 
Jordan 1,050 
Tunisia 950 
Syria 930 
M::>rocco 670 
Yemen 580 
Yemen (S) 420 

Source: HSA Consultant James Dalton. 
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1.2.9 Recent Economic Performance 

For the last: seven years Egypt's rate of develoIXJ1ent has been impressive: 
growth rates-. have averaged roughly 8 percent. Table 1.2.9.1 presents levels 
of GNP, population and per capita GNP for years 1975-81. 

Table 1.2.9.1 E~t 
GNP, Population ana Per spita GNP, 

1975'·'1981 (1000 L.E.) 

GNP Population GNP/Population 

1975 
1976 
1977 
1978 
1979 
1980 
1981* 
1982* 

5,230 
6,837 
8,643 

10,765 
13,235 
16,384 
19,209 
21,881 

36,980 
37,891 
38,794 
39,743 
40,897 
42,176 
42,869 
44,000 

145 
184 
227 
276 
303 
376 
448 
469 

* Estimates 

Sources: Canpiled from IMF, USAID, and U.S Embassy docunents. 

Sane of this econcmic perfonnance can. be attributed to shifts in econOOlic 
policies initiated in 1975 and continuing up to the present. Part also has 
been due to factors external to the Egyptian econcmy. Such external factors 
include the growth in the work opportunities of Egyptians abroad and the 
resulting flow of remittances, 1979 OPEC price increases occurring at the time 
of the return of Egyptian oil fields to production, and an increased flow of 
foreign aid. 

Whether or not Egypt can continue the rates of growth experienced in the 
recent past is an open question. Several factors loan on the horizon which 
suggest that this may not be possible. For example, worker remittances and 
petroleun export potential, as well as other traditional sources of wealth 
(including tourism) are levelling off. In addition, certain structural 
problf!Jls inherited fran the past are having a cunulative effect of a magnitude 
which warrants addressing them now as a requisite for :improved economic 
perfonnance in the future. 

Egyptian authorities ar.e well aware of the nature of these problens. Recently 
nunerous econcmic conferences and seminars have be~n commissioned by 
government in the interest of developing an expanded set of policy issues and 
possible solutions. A central overall issue concerns whether or not Egypt can 
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continue to~erve as a welfare state on behalf of its citizens as it has been 
doing up to now. Until recently, dcminant emphasis has been on wealth 
redistribution (equity). This has been effected through partially foregoing 
sane opporti.m;ities to increase efficiencies of various sort3 in order to 
increase equity. Inccme redistribution has been accanplished through an 
elaborate structure of fixed price subsidy schemes that have produced gross 
price distortions which have blunted incentives for greater efficiencY 
throughout the econany. Some observers find it tragic that goverment did not 
take the opportunity to significantly dismantle the fixed price subsidy scheme 
in connection with the governnent initiative to raise real wages in recent 
years. Had this been done, governnent would be in a much better position to 
respond to the econcmic and social welfare challenges that will confront the 
Egyptian people during the caning decade. 

Major policies impacting on the health sector are discussed immediately below. 

1.2.10 Summary Discussion of Major Policies Impacting on the Health Sector 

Free education has resulted in an enonnous increase in enrolLments in 
universities, including medical schools. Those members of the HSA team 
appraising the quality of education and the quality of health services 
delivered have concluded that too-rapid expansion of medical school 
enrollments has resulted in low quality medical education and in the 
production of large numbers of low quality medical graduates. Government has 
followed the policy of c'ceating jobs for these physicians in the public
medical sector. The large nunber of physicians absorbed into the public 
system places a large burden on GOE recurrent funds for the health sector, 
makit'l? it difficult for goverrment to also allocate sufficient funds for 
supplies, maintenance of buildings and equipnent. The result is that the 
public system is undercapitalized in tenns of quality of health professionals 
and underfunded in terms of canplementary resources, with the result that 
technological inefficiency prevails in the delivery of public medical services. 

Rent control policies have led to a black market pricing mechanism in the 
housing market. Space is on11 leased at the official rental rates after 
occupants have paid "key money' in quantities reflecting the present value of 
market clearing rental rates that would p,revail durit'\g the period of future 
occupaocy. The high levels of "key money' required for physicians to acquire 
sufficient space for private clinics is increasingly discouraging the entry of 
physicians into full-t~ private practice. Thus the common practice, 
particularly in Cairo, is for physicians to remain in goverrnnent service and 
to operate part-time private clinics on scales which are not technologically 
efficient. 

Governnent subsidy programs encourage the consllI1ption of drugs. Egypt by 
canparison with other countries appears to be a very high drug utilizing 
nation. Drug costs constitute roughly 40 percent of the recurrent costs of 
the total of private and public sector health services delivery systems. This 
hi~h consumption of drugs appears to be related to the low level of physician 
quality: Le., unsure physicians tend to prescribe too many drugs. The 
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government poli~y of subsidizi~ the manufacture and distribution of drugs is 
part and parcel' of the overall strategy of promoting industrialization through 
development of jmport substitution. This policy is likely to be continued in 
the future. 

Overall, goverrment policies of subsidizing the prices of basic carmodities 
and soc ial services (water, sewage, etc.) place an enonnous burden on the 
public sector recurrent budget. Since health services delivery is viewed as a 
consunption activity (and therefore not viewed as "productive"), low priority 
is given to allocating funds to the health sector. Given the low elasticity 
of revenues and the high elasticity of expenditures, relative to prices, over 
time inflation places an increasing real burden on the govert1I1ent recurrent 
bud~et. Government feels that the UlOney to expand public health services 
delivery simply does not exist. The result is that government is becOOling 
iocreasingly intrigued with the idea of foisti~ responsibility for expansion 
of health services delivery onto the Government Health Insurance Organization 
(CHI0) and the private sector. The MOH is in step with this general policY 
strategy. 

The policy strategy of giving daninant responsibility for the expansion of 
health services delivery to the CHID and the private medical system raises 
some very significant issues. These issues are .elaborated in depth in Section 
3.0 of this report, but can be briefly stated here. 

Basically the private sector 5s geared up to serve the high to middle income 
segment ot the market for health services. Thus, encouraging the expansion of 
the private sector in the interests of relieving the public sector of part of 
the burden of health services delivery leaves the public sector with the 
dominant responsibility for delivering health services to the poor majority, 
who have little with which to pay for services. Given the lack or developed 
fiscal policy tax and transfer mechanisms, there is little or no capacity to 
subsidize iocomes of the poor to enable them to consune private sector 
services. This suggests that goverrment would have to increase public sector 
funding to enable the poor to consune a quantity and quality of medical 
services comparable to those available to high iocome consuners who have 
access to private health services. 

Governnent hopes that the CHIO eventually will be able to provide health 
services to the entire population. HQI;vever, the analysis in Section 2.0 of 
this paper show that currently the GRIO is servici~ middle to upper middle 
class consumers and is just barely breaking even. It is clear that as the 
GRIO is forced to expand coverage, revenues will not cover costs and the GRIO 
would become insolvent and thus would require goverrment subsidy. A major 
issue exists concerni~ goverrment's finaocial capacity to both maintain the 
financial viabity of the GHIO and at the same time upgrade the public sector's 
health services_ delivery capacity to service the needs of the poorest of the 
poor, tmo do not have access to either the GHIO or private sector. However, 
it should be emphasized that Egypt's health sector problems are part and 
parcel of fundamental problems afflicting the nation generally. 
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The thesis ad,!anced in this review is that health sector problems cannot be 
solved by rear.rangements of finarx: ial mechanisms alone. Existing fundamental 
problems must: be addressed directly in order to achieve progress toward 
resolving th~. Some of the major problems and issues are identified in 
connection with'the review of health sector policies presented in Section 2.0 
inmediately below. Analysis of policy issues are presented in Section 3.0 
along with USAID assistance options. Section 4.0 sunnerizes major issues and 
persents suggested types, ttming and levels of possible USAID assistance. 
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2. P1ans~ Policies and Strategies Affecting Health 

2.1 Health Sector Policies 

2.1.1 Introduction to the Section 

This review of health sector policies briefly summarizes recent planning
lIistory fran 1952 and the fonnal planning process that has evolved since the 
1960's. Attention is given to each of the four Five-Year Development Plans 
spanning the years 1960-1980. This summary has been abstracted from several 
primary sources which are as follows: 

a. Ramsis A. Gamaa, M.D., Undersecretary of State, M:>H. "A Case Study on 
the Health Planni~ Experience in the Arab Republic of Egypt," 
International Health Planning Experience in the· Arab Republic of Egypt, 
U.S. Department of 
Administration, Washin

Health and Htman 
gton, D.C., 1980. 

Services, Health Resources 

b. Sara 
Monograph 

Loza Ph.D., 
prepared in 

et a1., Professed 
connection with the 

Policies and 
Urban Health 

Implementation,. 
Delivery System 

Project Health Sector A~sessment, cond~ted by ECTOR Health Services 
Research Group and sponsored by USAID Grant No. 63-0065, and 

c. Health Sector General Strate~y 1980-1981, Arab Republic of Egypt.
Ministry of Health (no authors designated). 

The examination of present plans is supplemented with a general appraisal of 
accOOlplishnents, drawing on findings of other 1982 Health Sector Assessment 
team members when possible. Projections of future policy directions are also 
presented, based on interviews conducted with vanous officials and on the 
author's calculations and thinking concerning these matters. 

2.1.2 Goals and Objectives of" the Planning Process 

In this connection, following Ganaa (cited above), it is most appropriate to 
quote the Egyptian Constitution, viz., 

'~e health welfare is the right of all Egyptians 
maintained by the State through the 
establishment and expansion of various hospitals 
and health institutions." 

In 1962, the basic right to free health care was 
elaborated in ~he National Charter issued by the President 
indicating the health goals for the nation as follows: 

'~uai opportunity, which is expressive of social 
freedan, can be defined in tenns of assuring 
basic rights for every citizen Every effort 
should be dedicated to the realization of this 
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goal. The right to health welfare is foremost 
among- the rights of every citizen. To enSUT.e 
this~right, medical treatment and phaDnaceutica1~ 
shoul~ not be reduced to mere commodities subject 
to sale and purchase, but should be guaranteed to 
be available free of charge to every citizen ••• 
that health insurance should be expanded to bring
under its protection the masses of the people." 

Gamaa has suggested that the MOH has operationalized these
 
goals into more detailed outlines as follows:
 

"1.	 Mobilizing all efforts tQtvards the implentation of the
 
programs of emergency services during war time (1967
 
onward).
 

2.	 Developing and extending of the curative services to cope 
with the health needs of the growing population and 
raising the standards of health care service in hospitals 
and specialized institutes. 

3.	 Emphasis on providing sufficient rural health services for 
fanners who have been deprived in the past of any health 
care (1962 onwards). 

4.	 Canbating endemic diseases such as schiAtosomiasis,
 
tuberculosis, trachoma, nutritional diseases, and
 
gastrointestinal diseases of children.
 

5. Prevention and control of communicable diseases. 

6.	 Achieving good standards of scientific and technological
 
knowledge and experience of the health personnel.
 

7.	 Achieving self sufficiency in drug manufacture to cope
 
with the rising drug consumption.
 

8.	 Promoting medical and operational research in the field of
 
public health.
 

9.	 RevietoJing the laws, rules and regulations to ensure their
 
continuous renetval, refoDn or updating."
 

There is .1 rear question as to whether the GOE de facto is continuing to 
realize the goals stated in the consititution and the presidentially issued 
National Charter of 1962, particularly as concerns providing free health 
care. This issue is explored in Sections 2.1.5.3 and 3.7 below. 
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2.1.3 Recent Planning HistoEY:1952-1980 

An excellent: Stmnary of the history of Organization of Health Services in 
Egypt appears. in Appendix 1 of the study by Dr. Sara Loza et a1., cited 
above. For oor purposes, the review of planning processes begins with the 
year 1952. In that year, after the revolution of July 23, 1952, the concept 
of central planni~ was adopted. In 1953 the leadership established the 
Council of National Production and the Permanent Council for Public Services, 
which together were charged with the responsibility of planning and 
implementing industrial and agricultural develoIJIlent and the deve10IJIlent of 
social services. 

Coordination was lacki~ between these two distinct bodies. An effort was 
made to remedy this situation by the creation of the National Planning 
Commission in 1960. While this body was not given executive responsibility, 
it was charged with preparing the detailed plans and programs of the First 
Five-Year Development Plan, within the framework of a decade beginning in 
1960. The main objective over the course of the decade 1960-1970 was to 
double the national incane, with 40 percent of the increase occurring in the 
interval 1960-1965 and the remaining 60 percent during the interval 
1965-1970. l~ithin this framework, the health plan was to be formulated into a 
series of steps, starting with the basic popular local administrative level 
and proceeding up to higher administrative levels within the central 
govertl11ent. 

However, initially planning proceeded on a foundation of very little fact and 
limited policy guidelines. In 1964 the Central Agency for General 
Mobilization and Statistics was created to conduct surveys and studies 
intended to assist planning and administration. 

The Supreme Council of health (chaired by the Minister of Health), canprised 
of representatives of all public and private agencies of concern to the health 
sector, was created in 1960 as a standing body to advise on policy and 
planning coordination and implementation. This was followed in 1973 by Public 
Law No. 70, which fonnulated the procedures and guidelines for the formulation 
of the State General Plan and for its follow-up execution. In 1974, Decree 
No. 1102 stre~thened the or~anization of the Ministry of Planning. In the 
same year, Prime Minister's Act No. 203 established the functions of technical 
planning committees. A planning and research directorate was formally 
established in the Ministry of Health only in 1975. 

The general conclusion that can be reached on the basis of this brief review 
is t~-fold. First, fonnal planning is a rather new activity in the ARE. 
Second, it remains in an evolutionary stage. Processes and procedures are 
still being. worked out. Additionally, it should be po:i.nted out that changes 
in the structure of goverl111ent often have a major impact on the planning 
process. 'for example, very early in the establisl'ment of the national 
planning process, a ·stated objective was to involve local authorities 
thoroughly in the planning process. However, progress towards realizing this 
objective did not receive real impetus until the passage of the 
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decentraliz~tion laws of 196~, 1970, 1975 and 1981, all of which gave local 
governnents". greater responsibilities and authorities over many thi~si 
including p1.anning. As a result, last year was the first year that actua 
plan budget,S .were initiated at local levels. Up to that time pIanniIl;, in 
reality, was'a centrt1l governnent responnibility. In many important respectS 
it remains so today. 

2.1.4 Review of Planning Process 

The process that exists at the current stage of the evolution of the ARE's 
planning experience is a fairly canplicated one. Obviously the process can 
only be briefly outlined here. 

All of the units appeariIl; in the governnent budget are governnent 
"creatures". Each Sector Budget includes central ministerial and governorate 
units, public service enterprises that are nationalized or tightly controlled 
by goverrment, and various econanic and service authorities. 'l"u latter 
entities are more loosely controlled by goverrD1ent and usually generate the 
bulk of revenues fran their own operations. Those which produce products and, 
potentially, generate surpluses are designated as economic authorities. Those 
organizations which do not produce a product yielding a surplus are designated 
as service authorities. 

'The planning process centers around the investment budget. In go\'errment 
budget parlance there are four broad budget categories or titles (sunetimes 
referred to as schedules or babs as alternatives designations). Title I 
consists of wages and salaries, Title II pertains to running costs (including 
drugs, food, fuel, supplies and requisites, etc.), Title III consists of the 
invesbnent budget indicating line item capital development projects, and Title 
IV consists of investment transfers. Transfers consist of supplemental 
allocations by governnent on behalf of specific investJnent projects financed 
by donors, governnent funds, .or surpluses of public sector enterprises or 
economic authorities (often the same enterprise receiving the transfer). 
Running cost transfers are incorporated into Title II. 

Transfers may also be negative, indicating governnent borrowing of capital 
funds fram surpluses of public sector enterprises or economic authorities. In 
the event that transfers are negative, interest is due on the funds borrowed 
and interest, if paid, takes the form of higher positive transfers to these 
units in the future. 

Obviously Title IV is a very special budget category and reflects governnents 
Willingness and ability to shift investment funds between un~ts within a given 
sector, say the health sector, or even into other sectors, from health to, 
say, defense. Thus Title IV is sanewhat beyond the purview of sector planning 
responsibil,ities, authorities, and actual activity. Transfer decisions are., 
detennined at highest political levels and may be paid from or contribute to 
various contingency reserves maintained on behalf of the State. 



Health Policy Review; '"SA, Jeffers; 'April 1982 ;'" .. , , , . 'Page 19 

Planni~ act~vity centers around Title III~ the invesbnent category, for manY 
reasons. Title IV is largely beyond the sectoral planning activity. Title II 
funds are allocated ~ a formula that is tied to line tenns in Title III, the 
investment budget component. For exanple, a hospital or newly proposed 
hospital with a bed capacity of a certain level is allowed Title II 
allocations based on the "standard" of running costs existi~ for those t~s 
of beds. Minor provision or adjustment of running cost allocations are made 
for considerations of size of population to be served. But in general, Title 
II allocations are based on Title III items by fixed fonnulas based on pre-set 
standards. (This procedure obviously sllnplifies the budget allocation 
process.) Finally, Title I (wages and salaries) allocations are also made on 
the basis of the numbers and levels of personnel posts that are allocated to 
each facility according to fixed standards. However, the numbers and levels 
of posts are ultimately assigned by the Central Agency for Organization and 
Management. 1llis agency assigns posts, taking into ac~ount ministerial 
requests, on the basis of national need. The latter takes into account the 
pool of unemployed, the nunber of new graduates that will be seeking jobs 
duriq:; the course of the plan, and other elements reflecting national need. 
Thus on balance the number of posts assigned is beyond sectoral planning 
authority. 

The net result of the foregoing, given sane obvious oversimplification, is 
that Title II is tied rather closely to Title III, Title I is partially tied 
to Title III but is also beyond sectoral plan making authority, and Title IV 
is completely beyond sectoral planning authorities (except possibly at the 
ministerial level). The only clear-cut discretion that planners have at 
sectoral levels, lower than the minister, concerns requests for invest:lJy,~nt 
projects which are presented as Title III. 

There is one clear and obvious consequence of the budget structure and of the 
fact that roost budget canponents are closely bound to Title III: 
Planning, at least at local levels, is health facility focused, not health 
£rogram focused. Programatic focus can be provided at the central level only 
by initiating centra1'programs to lower levels through trimmi~, altering, and 
augmenting the numbers and types of facilities which emphasize the delivery of 
certain types of services. However, this is a very unwie1dly way to go about 
strategically selecting certain health problems and populations at risk and 
formulating and implementing specific programs to bring about cha~es in 
health status. The current budget procedure locks planni~ into a static 
facility coverage strategy that may bear little or no relationship to actual 
or desired accessibility and utilization. Facilities that are well-sited in 
poor coomunities, the members of which would want to take advantage of free 
health services, are likely to perform below community expectations, causing 
carmunity members to becane discouraged. Since running costs and staffing are 
based on phys'ical capacitl and type of facility and not on actual rates of 
utilization, high rates 0 utilization will quickly generate outages of drugs 
and supplies -and other factors resulting in low quality of service, thus 
frustrating the coomunities. This also results in the perception of the 
existence of an "unsatisfied" market for health services delivery on the part 
of governnent physicians and of oth'~rs who are part of the health facility 
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staff and who are likely to exploit the situation through "private sector" 
health services delivery. 

This year's budgets were initiated at local village levels and passed up to 
governorates. GOvernorates, as in past years, in turn send their health 
budgets to the planning division in the MOH. At this point Title III projects 
are reviewed, trimmed, augmented and revised in consultation with governorate 
officials. It is at this point that governorate budgets are melded into a 
national plan strategy devised by the MOH. Once changes have been agreed to 
in the Title III budget, the budget (including Titles I, II, and III) is 
suLmitted to various agencies at central levels. 

Title III budgets are subnitted to the MOP. MOH officials attend these 
meetings and assist governorates in defending their budget requests and 
provide technical assistance concerning cost est~t~5. 

Title I (wages and salaries) components are sent to the Central Agency for 
Organization and Management, where needs for personnel posts are determined 
and assigned to each health unit. After this determination, Title I budgetS 
are sent to the MOF and eventually back to the governorates through the MOH. 
Title II budgets (running costs) are sent directly from governorates through 
the ~~H, to the MOF. Title III budgets, as stated above, are sent to the MOP 
and defended, and up until last year were sent from MOP to the MOF. However, 
in 1981 investment budget decision making discretion was transferred from the 
~DF to the recently formed (1980) National Investment Bank. While the MOF 
handles funding level determination of Titles I, II, and IV, Title III funding 
determination is now the responsibility of the National Investment Bank (NIB). 

The rationale for creating the NIB is not entirely clear. Up until a few 
years ago it was common practice to reallocate unspent investment funds (Title 
III funds) to recurrent expense accounts (Title II). However, the 
inappropriateness of this funding practice was recognized, possibly partly as 
a result of donor objections, ana in recent years this transfer and spending 
practice has been disallowed. Some have suggested that the formation of the 
NIB represents a very visible and credible separation of invesbnent and 
recurrent account funding decisions, which goes far toward convincing current 
and potential donors that investmenL and recurrent spending will continue to 
remain distinct in the future. 

Others indicate that the creation of the NIB is more than symbolic. They 
suggest that eventually the agency will play a greater "banking role" in 
investment funding allocations, looking closely at probable economic and 
social rates of .return and at capacity to generate revenues with which to 
sustain operations and generate surpluses in connection with committing funds 
to individual investment projects. Unspent investment funds will be 
reallocated t9 the most "profitable" sector in terms of economic and social 
benefits. In. short, some observers see the NIB as a vehicle to substitute 
more rational economic bases (cost-benefit comparisons) for what up to now has 
largely been a political basis for investment fund allocations decisions. 
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The M)P reach~d an apex of influence around. 1975~ when its power began to 
wane. HoweveL~ since the creation of the NIB, the MOP seems to be growing in 
influence and:is working more closely with the M)F and particularly with the 
NIB. 

As far as decentralization concerns the planning process, it should be clear 
that central levels continue to exercise a dominant influence. While local 
authorities (village, district, and governorate) have authority and 
responsibility to prepare and initiate budgets, local governments receive 
their funds from central government levels. Central agencies MOP, MOF, etc. 
set the guidelines for planning procedures, establish national targets and 
goals, specify sub-item categories or "line items" in each budget category, 
determine the standards for allocating running costs per investment project, 
and make personnel posting assignments. Local govertDlents have no authority 
to ta:{, and only within limits, are able to borrow limited funds from the 
banking system. (See the Health Services Systems report, by James Dalton 
et al for a detailed discussion of decentralization processes and progress). 

This year, governorates have been given some flexibility to reallocate 
aggregate investment funds among approved projects once budgets are approved,. 
so long as priori ty is given to projects already begun. HOtvever, strict 
separation between Titles I, III, and IV funds must be maintained.. Thus there 
is no authority to increase running cost expenditures at the expense of either 
wages end salaries or investment fund spending. This implies that spending is 
not very flexible. Thus any given project cannot allocate staff and running 
cost support according to target rates of output performance. As a result, 
health units cannot be responsive to actual or desired rates of service 
delivery or utilization. 

Note that plans are "rolling" and that revised budgets are submitted each 
year. Supplemental requests for funds, particularly Title II can be submitted 
biannually and requests to offset increased food and drug costs are usually 
funded from contingency reserves. 

2.1.5 Brief Review'of Past Health Plans 

Four health sector plans have been developed in the past. The fifth health 
sector plan is in the process of being prepared and is expected to be 
completed by July 1982. Rather complete descriptions of past plans are 
presented in Loza et al (ECIDR) and Gana, both cited above. Plans are only 
briefly reviewed here. Greater emphasis is given to the strategy of the plan 
that is currently under preparation. 

2.1.5.1 First Five-Year Health Plan (1960-1965) 

The primary objective of the First Five-Year Health Plan was .. to undertake the 
broad scale e~ansion of coverage of the rural population, which at that time 
comprised roughly 65 percent of the total population. In addition, provision 
was made to improve potential performance of rural health facilities through 
allocation of manpower, drugs, supplies and equipment. Drug prices were 
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reduced and ~'local drug canpanies were encouraged to increase supplies. 
Improvements -were made in the level and scope of trai~ing and research.· 
Preventive programs were launched a~ainst schistosaniasis, tuberculosis, and 
malaria. Effotts were made to study occupational diseases and injuries. 
Plans were made to develop the Government Health Insurance Organization 
(GHIO), which eventually was organized in 1964. 

The Minister of Health gave highest priority to the introduction of Rural 
Health Unit projects. A Rural Health Directorete was established in the MJH, 
in 1962. At the time it was clear that there existed an "excessive nunber of 
physicians" and the Medical Syndicat.e (MS) warned against possible 
unemployment arrong physicians. Therefore, the Rural Health Unit project had 
two major aims: 

a.	 To provide medical services to rural populations who were then 
deprived of access to even minimal services, and 

b.	 To absorb any surplus of physicians. 

The Rural Health Unit concept which was developed built on the prior concepts 
of the Rural Health Center (1942) and Canbined Units (1954). Rural Health 
Centers were established to each cover a target population of 15,000 persons 
residing in 1-5 Villages in catchment areas which varied in size. Within each 
center, 15-20 inpatient beds were to be provided. By 1954 the philosophy of a 
Canbined Unit was advanced. A Combined Unit was envisioned as a coomunity 
developnent unit "comprising a health center, a primary school and a m.mber of 
socio-econanic development centers" within the 15,000 target population 
orginally proposed in connection with the Rural Health Center (1942) concept. 
(See "Egyptian Experience in Primary Health Care," Ministry of Health, A.R.E. 
- undated.) 

The Rural Health Unit (1962) concept extended the coverage of the Rural Health 
Center, recognizing that most rural dwellers had to travel relatively long 
distances in order to have contact with the public system. A Rural Health 
Unit is a smaller health services delivery point; in principle, such units are 
evenly spaced within the Canbined Units, so that each serves a single village 
of no larger than 4,000 persons or a group of villages no farther than 3 kms 
from one another comprising a total population of no more than 5,000 persons. 
In the case of smaller concentrations of villages spread over wide areas, 
local coornuni ties can preDare aclinic site (health post) that in prine iple 
can be visited by health unit staff members 2-3 times weekly. 

In order to achieve desired coverage, 2,500 units were needed. Each district 
(139 in all) was to be provided with a hospital as a district referral 
center. In addition, Rural Health Cenrers were to serve as referral centers 
for Rural Health Units. Governorate and urban public hospitals were 
envisioned as- handling all cases of referral from district and governorate 
levels respectively. 
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An initial ,investment of L.E. l5~0 million was provided for Rural 
Delivery eXp?nsion in 1960. Through annual revisions this was revised 
to L.E. 17.0 million, and L.E. 16.0 was actually expended. (Gcmaa). 
complete budget data are provided in Section 2.1.5 below.) 

Health 
upward

(More 

2.1.5.2 Second Five-Year Health Plan (1965'· 1970/1972) 

The Second Five-Year Health Plan tended to continue and to reinforce the 
themes of the First Five-Year Health Plan. Review of this plan will be brief 
and will only emphasize new initiatives and variations in degrees of emphasis. 

It should be noted that national planning was seriously disrupted by the War 
of 1967. This resulted in a mid-period revision and an extension of the plan 
period by two years to 1972 and in consequent dowt'ltolard revisions in both 
aggregate funding over the period and annual allocations to the health sector 
as '~ational Action" objectives took highest priority. Also, President Sadat 
took office in 1971 and a new Minister of Health was appointed that year, 
later follatoled by a new Minister who, for the first time in the ARE, ordered 
the drafting of a Health Policy Statement (issued in 1972). 

During the period 1965-1970, the principle objectives and priorities of the 
First Five-Year Health Plan were reinforced. However, execution was hindered 
by reductions in funding levels. Two new themes appeared in the Plan 
docunent. First, the theme of fulfilling democracy of management of health 
services, meaning greater local participation in the planni1'lK and 
administration of local health agencies, was strongly advanced. Secona, the 
theme of decentralization was advanced. 

The original Plan in 1965 caller. for an appropriation of L.E. 46.5 m~llion for 
the health sector. This ',las later revised downward to L.E. 25.7 and the Plan 
period was lengthened by t~·?() years. Later, in 1966-67, what was then a 
Seven-Year Plan was replaced by what was called a Three-Year Accanplishnent 
Plan which started that fiscal year with L.E. 11.5 million. 

Clearly, throughout the period 1965-1972 things were very disrupted by various 
events and it was all the Ministry of Health could do to continue progress 
along lines previously advanced. This took the form of attempting to complete 
as many investment projects that were already begun, as was possible under the 
then prevailing circumstances. 

2.1.5.3 Third Five-Year Health Plan (1970-1975) 

In 1970, the Supreme Council for Health Services undertook executive 
responsibility for preparing the Plan over the period 1970-1975. This 
sUDer-coordinating body attempted to develop a sectoral plan that was 
interministerial in scope. Each of the relevant ccmponents of the ''health 
sector" were Invited to suhnit their proposals for the health plan. 

It t~uld appear that this laudable exercise was hampered by various events and 
resulted in a budget docunent accompanied by statE!l1ents and adjectives that 
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are recognized as restatements of past themes~ The budget itself waS 
overtaken by .. events, both internal and externaL Matters were improved
sanewhat by the first MOH Health Policy Statement, written in 1972 under the 
direction of Dr~ Mahfouz who became Minister of Health in January of that year. 

The MOH Health Policy Statemen~ of July 1972 provided clear statements of 
objectives, strategy, principles, and priorities. Since that time the Supreme
Council for Health Services has been publishing periodic reports and policY 
statements, often in English, covering the entire health sector. These 
reports vary in the degree of specificity and detail. As a consequence of 
this variation, it is not possible to sequentially track consistency of policy 
themes and to cexnpare progress in the development of the expansion of the 
health secto~. Comprehensive expenditures data, particularly on current 
account, are usually not included in these reports. 

The Health Policy Statement of 1972 deserves attention. The highlights of 
that statement are summarized in outline fonn below (Loza et al): 

A.	 Objectives 
1. Prevention of illness 
2. Curative, diagnosis and medicine 
3.	 Emergency service 

B.	 Strategy 
1.	 Improvement of emergency services 
2. Expansion in preventive and public health services 
3.	 Improvement in the orgnization, level efficiency and
 

effectiveness of curative services.
 
4. Rationalization	 of the production, consumption,
 

and distribution of medicine
 
5.	 Improvement and coordination of rural and urban health
 

services
 
6. Promotion of public health services 
7.	 Promotion of health insurance 
8. Promotion of family planning services 
9. Promotion of mother and child and school-age services 

C.	 Priorities 
1.	 Emergency services (because of state of war) , 
2. Environmental	 health, mother, child and school-age
 

and family planning
 
3.	 Improvement of efficiency and effectiveness of
 

existing health services
 
4.	 Compl~tion of unfinished capital projects 
5.	 Strengthening planning, data collection and analysis


and general health knowledge
 
6. Expansion	 of traini~ to meet danestic and inter­


national needs for nurses and other technical
 
personnel
 

7. Coordination between health services and family 
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planning to facilitate progress in reducing rates
 
of population increase
 

8~ Construction of a scientific library
 
9. Increased	 training of statistical and clerical
 

personnel to assist health planning
 
10.	 Improve intenninisterial coordination in areas of
 

public health and sanitation
 
11. Targeting increased foreign aid toward	 alleviation
 

of local problems
 

The bulk of the Health Policy Statement deals with resource plans, including 
statements of intention to increase mmbers of staff, delivery facilities, 
training facilities, etc. The Statement represents a watershed of collective 
thinking and apparent cornmittment to llnproving the delivery of health services. 

However laudable the intention, the Statement lacks specificity with respect 
to targets, both in terms of goals toward improving health status and of the 
extent to which achievement of plans for expanding resources will meet plan 
goals. An exception to this is the clear-cut target of reducing the rate of 
population increase from 2.5 percent annually to 1.7 percent by 1980, a goal 
which was not achieved. ~~at is lacking is more target setting, selection of 
programs from alternatives, and a rational calculation of resources required 
to support programs designed to meet targeted goals and objectives. There is 
a big jump from statements of priorities to statements of resource 
requirements. There is a distinct lack of a well-conceived implementation 
plan or stategy linking priorities, targets and goals, programs needed, and 
resource requirements. Little attention is paid to changing basic elements of 
the system, such as training' curricula. Still, a significant number of worthy 
progra~ were identified as commanding emphasis. 

One reason possibly explaining the lack of linkage between priorities of 
statements of objectives and llnplementation planning required to meet 
objectives lies in the stated policy of transferring responsibility for 
execution of planning fran central to local levels. This was viewed as an 
important step in the process of decentralization. The responsibility for 
executing the plan to/as transferred to local levels, but without a ccmnensurate 
transfer of authority and command over resources. True decentralization 
requires transfer of responsibility, authority and reSOUl_es. The latter 
transfer has not been effected up to the current time. 

Yet overall, one must give high marks to the 1972 Health Policy Statement and 
to the planning it reflected. It is a pity that funding and other resource 
generation and allocation processes were distrupted by external and internal 
events--war and political difficulties. Subsequent Health Policy Statements 
(1974-1977) followed the pattern of the first such Statement issued in 1972. 
By 1978, Health Policy Statements have been issued in connection with annual 
plan revisions~ following the rolling plan procedure adopted by the ARE. 
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2:L 5.4 Fourth"Five-Year 'Health 'Plan' (1975-1980) , 

The Fourth Five-Year Health Plan was actually not issued until 1977, but was 
proceeded by' ~ Health Policy Statenent in 1974. Both the Health Policy
Statement of 1974 and the Fourth Five-Year, Health Plan in large measure 
expanded on the themes established in 1972, even though three different 
Ministers of Health served between 1972 and 1980. The appointment of new 
ministers naturally resulted in same differences in emphasis. The 1977 Health 
Policy Statement provides the guiding principles for the Fourth Five-Year 
Health Development Plan. 

The Fourth Five-Year Health Plan is distinctive in incorporating a projection 
of a health manpower plan, setting more specific targets and goals, and pavin~ 
the way for the reorganization of the MOH. It is also distinctive by
comparison with others in taking projected population growth. rates into 
account in connection with plan formulation and with developing alternative 
resource plans, indicating the extent to which progr~ss toward achieving goals 
would be made under each configuration. For example, "Alternative I" presuned 
an allocation of resources (costed out in tenns of funds) that would just
sustain the existing basic standards of service. "Alternative II" allowed for 
a two-fold increase in resources which, obViously, would result in a 
considerable improvement in services delivery. Other alternatives were 
specified. Baseline data were provided, targets objectives were set and 
investment and recurrent resources were allocated as rationally as possible
(given existing budget rigidities) among plan components more or less 
reflecting programs established to achieve progress toward attaining goals. 
Foreign donor projects aimed at experimenting with alternative policies, 
procedures, and methods for delivering selected health services were designed
and initiated. Emphasis is placed on management, although this concern was 
largely focused on the MOH headquarters and on the scope of activities of the 
Supreme Council for Health. However, the plan took into account the law 
establ ishing regional councils for Health Services in each governorate to 
assist in coordinating the health services of the government sector. 

Highlights of the Fourth Five-Year Health Plan include the following: 

1.	 The launching of a national program of vaccination against
 
poliomyelitis involving 5.5 million children (3 doses over
 
a six week period). Ministerial Decree No. 388 (1977) made
 
vaccination against measles compulsory for all newborns. By
 
the end of 1977, 1.25 million children were purportedly
 
vaccinated. A national program for T.B. vaccination was
 
launched in 1977.
 

2.	 The MOH promised to decrease the infant mortality rat~ from
 
118/1000 in 1977 to 100/1000 in 1980, through adopting i~
 
proved measures (rehydration) to reduce infant mortality
 
from diarrhea with the assistance of UNICEF.
 

3.	 The budget for food projects (Supr'.anine) was doubled with food
 
distributed at MOH centers.
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4: A project	 was launched coopera~ively with USAID to improve

Rural Health Services delivery.
 

5. Reorganjzation	 of the MOH headqu~rters so as to co~entrate 
only on planning a~d supervision. (See Loza et aI, pp. 34-36) 
In this connection, it may be noted that Family Planning (FP) 
was ra ised to the level of a General Directory. A Supreme 
Committee for FP was fonned to coordinate services provided by
the MOH and other FP service providers,and a committee was formed to 
prepare a national FP plan and program. 

6. Continued emphasis on rural coverage~ MCH~ and school health. 

7. Expansion of health insurance coverage to include government 
employees and conversion of the Goverrment Health Insurance 

Organization (GHIO) to an economic authority (1979). 

8. Strengthening needed research. 

9. Stllnulate production of drugs and vaccines. 

10.Strengthen Emergency Medical Services (EMS) under foreign
 
assistance (US). (Details are provided in the EMS report
 
prepared for the 1982 Health Sector Assessment .)
 

Since the Fourth Five-Year Health Plan in large measure represents an 
extension and elaboration of policies established earlier, little cooment is 
necessary. However, clearly the technology of plan preparation or writing
shows improvement, greater acceptance of foreign assistance is evident, and 
efforts were made to place health care delivery on a more scientific footing.
It should be noted that the plan reflects that in 'this'period ' policies' 'of 
medical education became 'oriented' toward' the'e rt of health' rofessionals. 

e e an Te ects itt e' concern tat' 'overpro uction 0 eapro eSSlOna s 
was' In any sense a' problem or' could' create' problems 'such' as diminishing' the 
guality'ofmedical and health technical education. 

2.1.6 Strategy 'of ,the 'Current Plan 

The Fifth Five-Year Health Plan is in the process of preparation and thus few 
plan docllJ1ents are available. However, the, ''Health Sector General Strategy" 
ARE document is available in translated fonn. MOH officials have stated that 
tliTs doclll1ent provides the basic outline for preparing the next plan. The 
Health Sector General Strategy, 1980-1981 (HSGS) is 30 pages in length and 
thus can only'be briefly summarized in the space available. 

The HSGS contains 11 categories of emphasis. The contents of these will be 
summarized under individual headings below. 
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a. Health Insurance Coverage 

The HSGS provides for expansion of the Government Health Insurance 
Organizati9n (GIUO) coverage to canpletely cover civil servants in 15 
governorates out of 26 in the natio~ (and all industrial workers employed 
by firms of 500 or more employees). This in effect would result in the 
coverage of 3.0 million persons by the end of 1982. (In 1982 the General 
Assembly announced the desired acceleration of the rate of expansion of 
GHIO coverage, to increase total coverage by 5.0 million persons 
annually. M)H officials (do not believe that this can be done.) Bed 
space and other physical capacity would be largely leased from the M:>H. 
The MOH claims that priority will be given to the GHIO in tenns of 
staffing. Industrial accident coverage will increase to 6.0 million 
laborers by 1982. The implementation of GHIO coverage to cover the 
majority of the population will be facilitated by the establishment of the 
High Council on Medical Insurance (CQM[). The mandate to this council is 
sweepingly broad and would appear to have the potential of becoming the 
highest curative health care policy-making body in the nation. The 
chairman of the HOO is the Minister of Health. The secretariat is the 
GHIO. The HCMI will have broad executive powers. 

Among the powers held by the Hoo is the authority to "lay down 
performance rates and specify the minimum service levels to be observed by 
mea organization or agency dealing with insurance treatment of any type of 

ical care as regards their staff." The HOO further requires that all 
(public and private) organizations register with the Council "in order to 
insure that they meet the terms and specifications required in any 
insurance treatment body and to insure that these schemes and substitutes 
do not affect the social insurance in its broad concept. The terms of 
reference further elabOrate the theme that the HeMI will have super 
coordinating powers over all private and public insurance/health delivery 
schemes. (See HSGS, pp. 3-4). 

(Note that since the policy with regard to expanding the GHIO is the most 
important policy initiative and strategy that has recently been adopted by 
the GOE, it is analyzed in detail in Sections 2.2, 3.0, and 3.1.6 of this 
report.) 

b. Drug Policy - (Public and Private Drugs) 

The MJH subsidizes dru~ prices to below cost. Drug prices are strictly 
and effectively regulated. This is accanp1ished by subsidizing the Public 
Sector Pharmaceutical fiLmS (e.g., The Egyptian Medicine Trading Co.) from 
profits expropriated from "private" firms (L.E. 9.0 million expropriated 
from private firms and L.E. 6.0 million provided by State fund general 
revenues in 1981). The GOE's goal is to increase domestic production from 
81.0 percent of total domestic consumption to 85.0 percent of total 
domestic consumption by 1985. Quality control will be upgraded, assisted 
by l..E. 0.5 million of U.S.-provided funds. The GOE has targets for 
exports of drugs to rise from the current level of L.E. 4.5 million to 
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L.E. 6.0 million by 1985. Exports would' principally go to Arab and 
·African ~tions. Priority will be given to increasing joint ventures with 
foreign drug canpanies. Efforts will be made tp increase production of 
insulin "apd antibiotics and other ,requisites, upgrade bottling and 
packaging, and improve distribution, marketing, and storage through 
acquisition of lOOdern data processing equiJ:D1ent. Special attention will 
be given to distribution of drugs to rarote governorates and to improve 
maintenance of medical equipment and appliances. New canpanies will be 
formed to undertake these responsibilities. A Director General for 
pharmacy will be appointed in every governorate. 

c. Decentralization 

~or the first time, the Ministry is developing target staffing ratios for 
various medical establishments as guidelines for local units. It is alsO 
developing rates for periodic rnaintenarx:e of buildings and other 
installations, and consolidating operational statistical data processi~ 
and collection efforts at both central and local levels. Thus, the MOH is 
formally recognizing its role as a planning coordinating unit and serving 
as a binder on behalf of govermJent among external agencies, including
donors, and local health agencies. A General Directorate for Research has 
been established, whose activities are coordinated by a Higher Corrmittee 
for Research. This coomittee '~ill coordinate both domestically funded 
research and that funded through foreign sources, irx:luding family 
planning and population research/service activities (World Bank $60.0 
millions and USAID $27.0 millions). 

The MOH will still assign posts for medical personnel to local areas and 
will coordinate foreign donor supported training programs. It will also 
control and coordinate post-graduate study both locally and abroad. 

d. Medical Treatment Services 

Although the CHID coverage will be expanded to cover increasingly larger
proportions of the population, provision of free medical services to the 
medically indigent is a continuing responsibility of the MJH. The M::lH 
plans to continue to develop central and local government level hospitals 
and to convert Rural Health Centers into village hospitals to insure 
provision of adequate quality and quantities of publicly provided health 
services to rural and urban populations on an equitable basis. A project
will be undertaken to upgrade 23 central hospitals and to establish 
medical specializations in additional hospitals, with emphasis on those in 
remote areas'. 

The MOH has submitted a draft law proposing to regulate conditions, rates 
and quality of services, as well as prices of nongovernmental (private
sector) health services providers. Price lists will be developed, and all 
private clinics will be licensed. Linkages of referral will be 
established between public and private clinics and hospitals and the Cairo 
and Alexandria Curative Care Organizations, in order to take advantage of 
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the high medical technology availab~e in the latter organizations. Public. 
Hospital beds will be expanded by 2,000. 

The MOHO p).ans to expand dental services by creating 64 new dental units 
and 19 new dental laboratories. The MOH has proposed increased salaries 
for nursing personnel. MOH plans in the area of EMS are extensive and are 
reviewed in detail in the EMS report of the liSA. A comprehensive plan is 
being developed. Elanents. of such a plan include developnent of publiC 
hospital reception areas, establishing new burn treatment units, 
consolidation of first-aid services. through the supply of vehicals 
equipped to provide emergency surgery, establishnent of first aid points 
on major highways, consolidation of radio communication networks, and the 
consolidation of blood banks. 

The MDH also plans to construct two additional intensive care units and 
two new such units for premature babies in Lower and Upper Egypt,
respectively. 

e. Preventive Services 

The r-KJH maintains, rhetorically, that prevention is much more important 
and cheaper than treatment services. The MOH plans to expand programs of 
early detection and treatment (follow-up) of infectious diseases, 
consolinate quarantine premises at Port Said and the Suez and develop 
radio communication between Port Said, Suez and the r-KJH headquarters. 

The MOH has developed a project to produce various serums~ and measles and 
mumps vaccines and to make this inoculation mandatory through national 
campaigns. In order to do this, it is necessary to improve the cold chain 
at basic health units. 

The ~~ has developed an integrated plan to consolidate efforts concerning 
maintaining food security, easily extract samples and the developnent of 
central laboratories for rapid analysis. The M:>H has reached agreement 
with food manufactures to display expiry dates on all food items. The MOH 
has commissioned a series of studies of eating habits, nutritional needs, 
nutritional standards, nutritional content of traditional foods, and 
studies of economic, environmental and social factors influencing choices 
of foods and selection of alternatives. 

As concerns environmental health, high priority is attached to hazards 
accanpanying developnent of industry and agriculture, including problems 
of dissemination of dangerous gases and vapocs, water pollution, and 
problems associated with the use of insecticides and fertilizers. The M:>H 
has subnitted a nl.nnber of memoranda requesting authority to coordinate 
control and treatment measures among the various ministeries of concern. 
The M:>H plans to expand its monitoring and research activities (sooe of 
which are conducted· in collaboration with international organizations) 
concerning potable water, air quality, rodent control and other 
environmental factors. 
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The MOH conducts health/culture education programs through the media~ with 
primary focus on family health. It is expanding its pro~am of treatment 
of school "boys by providing special services in free of charge hospitalS 
and rural' c~linics. It is also studying ways to extend GIUO coverage to 
schoolboys, but no such study and plans for extension are contemplated for 
school girls. Boys eventually will be given medical record cards. 

f. Basic Medical Care and Family Health in Urban and Rural Areas 

The Ministry plans to continue to extend basic medical services to the 
whole nation and strengthen referral systems between rural medical units 
and hospitals. During 1980/1981, 63 urba~ centers were scheduled for 
completion in 17 governorates. In addition, 19 medical centers are also 
in the process of completion. 

A highlight of MOH efforts to improve rural health services concerns the 
consolidation of rural health services being conducted with USAID 
assistance ($8.0 million and L.E. 600,000). The project covers ten 
administrative centers in four governorates. The MOH hopes to generalize 
this experience to the rest of the nation. (See The Rural Health Services 
Project SlIIII1ary of the HSA for a detailed description of this project.)
In addition, the MOH cites the USAID urban health project as a major 
vehicle for eventually upgrading urban health services in greater Cairo 
(See The Urban Health Project Summary for more details.) 

g. Population 

The 1980/1981 strategy places considerable importance on population 
problems, consideri~ population growth as th~ "origin of all its 
econanica1 problems." Efforts of the vanous ministeries and 
organizations involved are coordinated through the High Council for 
Housing and Control of Family. 

MOH stress is placed on the consolidation of medical services (integrated 
approach) incorporating family planning as a basic service in all health 
units to the extent possible. The IDH is coomitted to expanding family 
planning services throughout the health system. Great relevance is placed 
on donor assistance in this area. Three major donor projects provide 
momentum in this area, including the World Bank ($25.0 million, operating
in four governoratea, including Cairo), USAID ($26.7 million, operating in 
three governorates), and a Federal Republic of Germany project (Il1 .75 
million, currently operating in three governorates, with plans to expam 
activities during the next five years). 

MOO operational efforts over the next five years will be targeted on 
distribution of contraceptives, training of volunteer and members of other 
ministeries, training of MOH personnel, and increasing the flow of family
planning information•. 
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The Minister of Health serves as chairman of the High Cour~il for 
Organiz~ion and Control of Family and Population. The Courei1 has 
formulated a national plan based on three major objectives: (See HSGS, ps. 
24-25) 

A.	 Increasing supplies of contraceptives through
 
the M:>H and its units and by the continued
 
subsidization of the prices of birth control
 
means and devices offered through commercial
 
sources.
 

B.	 A cOOlprehensive plan at governorate level aimed 
to increase fami ly incane and to enhance the role 
of ~n involving families and local political 
and religious leaders, with USAID assistance 

C.	 An information plan which relies on media in
 
addition to personal contact and house visits,
 
supported by World Bank and USAID funds.
 

h.	 General Organization for Hospitals and Teaching Institutes 

Nine Teaching Hospitals (non-university) and eight Research Institutes 
rronitored by the Minister of Health provide post-graduate study 
opportunities (M.A. and Ph. D.). These institutions will be expanded by a 
total of 700 beds. Construction of an Infant Paralysis Institute will be 
completed, and an Institute for Cardiac Surgery will also be constructed. 

i.	 General Organization for Bio-Preparations and Serums 

The IDH plans to increase production of serums and vaccines to support the 
national vaccination campaign in cooperation with foreign governments and 
organizations. 

j. Developnent of Law and Regulations 

The M)H plans to strengthen the philosophy of centralized planning and 
decentralized implementation. New regulations are proposed to clarify 
working relationships between central and local governnents. As noted 
earlier, the MOH plans to expand GHIO coverage of the population rapidly 
in the next few years and also to acca:nplish regulation of all health 
services delivery institutions tht0ughout the nation. In these 
connections, the following laws and regulations are proposed for appraisal 
and implementation: 

A. The M:>H has proposed the creation of the High 
Council of Medical Insurance (OOMI) (described 
in "I. Medical Insurance" reviewed at the beginning 
of this section) to establish rates of performance 
and standards of service which are to be observed 
bY,anl health security insurance units, public or 
prlva e. 
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B~The MOO has drafted and, upon approval, 'plan!; to 
implement the establishment of an organizational 
st~ategy for providing urgent medical service~ 
(EMS}, to be provided under any circumstances 
without previous conditions. The intent of the 
law is to make urgent medical services freely 
available throughout the nation, "without financial 
bounds" • 

C.The MOH has proposed the amendment of Law No. 490 
(1955) concerning the administration of non­
governmental medical treatment establishments. 
it proposes mandatory licensure of all health 
care delivery units at governorat.e level, after 
its registration with the Medical Syndicate. The 
law assigns liability for the appI'opriate conditions 
of medical practice institutions to the licensed 
physician(s) serving the establishment, calls for 
annual inspection, and grants authority for closing 
down any establishment failing to meet prescribed 
standards of adequacy of tools, equipment, and 
treatment until such a time as conditions are 
brought up to standard. Construction fees 
involved in opening treatment establishments must 
be advertised and recorded with the MOH and the 
Medical Syndicate. 

D.The MOH has proposed a law to specify methods, 
facilities and rnodalicies of care for the 
mentally ill. Provision is made for the 
production of "up-to-date drugs." It proposes 
the establishment of a High Council for Mental 
Diseases and the formation of regional councils 
in governorates. The High Council would have 
responsibility to examine cases of transfer by 
judicial order, and authority to issue licenses 
for the construction of mental hospitals. 
Regional councils would have responsibility 
and authority for detention and release of patients. 

k. Development of Services and Increase in the Rate of Expenditures 

In order to improve standards of services at various health units and to 
compensate for inflation, the MOH has increased "standards" of running 
costs (Title II) as follows: 

A. Rural-Health Units--from L.E. 2200 to L.E. 2500 per year. 

B. Inpatient beds of Rural Hospitals from L.E. 270 to L.E. 330 per year. 
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C.	 Urban maternity and childhood protection centers--increased by
L.E._ 500 per year overall, and inpatient bed rates from L.E. 270 to 
L.~; 330 per year • 

. 
D.	 Infectious Fever Hospital beds--from L.E. 270 to L.E. 330 per year. 

E.	 Beds of General and Central Hospitals--fram L~E. 300 to L.E. 360 per 
year. 
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2.2 Non-Health Policies 'with Major 'Impacts 'on'Hea1th 

2.2.1 Fami1y~P1anning 

In preparing this section, principle reliance was placed on reference 
materials provided by the Population Assessment Team and the "National 
Strategy Framework for Population, Human Resources Development and the Family 
Planning Program," A.R.E., December 1980, USAID Cairo Family Planning 
officials and a publication by Dr. H. T. Crowley entitled "United Arab 
Republic," Country Profiles, Population Council, ColLm1bia University, August 
1969. 

The subject of family planning in Egypt is covered extensively in the 
Population Health Sector Assessment Team Report. !he purpose of this section 
of this report is to outline existing policy in this area and to relate it to 
health sector policies when relevant. Of particular interest are 
which health services delivery policies, strategies and activities 
with those of family planning, thus presenting opportunities 
initiation and/or expansion of joint proprams. 

cases 
interf
for 

in 
ace 
the 

2.2.1.1 Brief Review of Family Planning and Population Policy 

It is tyell-known that President Nasser had marked negative feelings about 
family planning. However, the National Charter of 1962 recognized rapid 
p'opu1ation growth as an obstacle to econanic development. In 1965 an 
interministerial committee, the Supreme Council ot Family Planning, was 
established by Presidential decree. The Council was headed by the Prime 
Minister. This was followed by the establishment of an Executive Board of 
Family Planning which was entrusted with the responsibility of launching a 
national family planning program utilizing the health infrastructure of health 
clinics. The Egyptian family planning organization undertook responsibility 
for coordinating private voluntary organizations in association with the 
Planned Parenthood Federation. 

The birth rate dipped dO~Ynward from the 1950s and this decline continued into 
the mid-60s. However, little credit can be given to organized, 
policy-directed efforts in the area of family planning, since thereafter the 
birth rate rose to levels close to those attained during the 1940s (40/1000). 
The t~yO decade drop in the birth rate is largely explained by environmental 
and social factors set in motion in earlier periods. 

In 1973, with the assumption of the "socio-economic" approach to fertility 
reduction, national policy began to take a more aggressive shape and posture. 
The policy shOtoJed signs of recognizirlg the interrelatedness of the role of 
family size and consequent standard of living, social security, and reduction 
of infant mortality. The policy also recognized the importance of 
mechanization -and industralizat ion to the role of women and changes in 
traditional patterns of activity and employment. The policy also recognized 
the importance of linking the provision of infonnation and publicity (demand 
creation) to provision of health, including family planning, services (supply). 
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However, in spite of the improvement in the intellectual perception of 
causality and simultaneity of socio-economic forces in connection with 
decisions concerning family size~ family planning continued to rank very loW 
in terms of national priorities. 

In 197~ the GOE adopted the community as its focus, and transferred 
responsibilities to local governments to implement family planning. This 
policy shift in responsibility for implementation from central to local 
govermlental levels was consistent· with governnent' s thrust toward 
decentralization, as a major premise of the "open door" policy initiated in 
1975. 

The most recent policy strategy is the "National Population, Human Resources 
DeveloFffient and Family Planning Program Strategy" announced in 1980. This 
statetlent is canprehensive in scope, but focuses directly on reduction in 
fertility by giving major emphasis to improving family planning services 
(increasing supply). The new strategy targets a 20 percentage point reduction 
in the birth rate by the year 2000. TIle means by toJhich this objective is to 
be achieved is by increasing the prevalence rate of use of contraceptives. 

The national program has the following components: 

a.	 A program of upgrading family plannirg services, integrating them 
into health services delivery and social activities. 

b. A program	 of institutionalizing cOOUlunity based programs of social 
and economic development which are conducive to family planning 
practices. 

c.	 A program of strengthening educational, population education, and IEC 
programs promoting fertility behavioral change, small family norms, 
and increased use of contraceptives. 

In the policy area, one of the prime inhibitors of actual implementation has 
been the past lack of political will and commibment. However, in February 1982 
President Mubarak spoke forcefully on the need to reduce the rate of 
population growth in E~ypt. It is expected that President Mubarak will 
provide both the political committment and leaders~ip in family planning that 
was lacking in the past. 

2.2.1.2 Components of Imolementation of Family Planning and Population Policy 

Time and space do not permit summarizing the many subcomponents of the current 
family planning programs constituting Egypt's strategy and policy in the areas 
of population control. This is done in the population Sector Assessment Team 
Report. HQtoJever, areas of interface with health services delivery policy, 
strategy, and-activities warrant discussion here. 

First, the primary vehicle used for distribution of family planning services 
is the public health services delivery system. Since the GOE recent major 
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Second, one of the GOE health programs with great potential appears to be the 
}UE/~~H sponsored school health program. Since roughly 45 percent of Egypt's 
00 ulation is under 15 ears of a e, lEe and other educational ro rams could 
e . mtegrate Into sc 00 ea t actIvItIes, WIt maJor ·llTIoacts. ote t at 

after approximately four years of primary school the number of women attending 
school drops off precipitously. Thus the principal population a( risk, young 
women, tolould not be reached effectively by a school based f€ctility recii..'Ction 
educational program unless introduced at early ages in the school he2lth 
program. 

The school health program is currently administered jointly by the MOH and the 
MOE. Plans are undenolay to explore possibilities of transferring 
responsibility for school health programs to GHIO, via a financial mechanism 
and framet~rk similar to the industrial accident program on behalf of 
industrial workers. If this were to occurr GHIO, tolhich currently operates
primarily as a curative health services delivery organization, would have an 
expanded opportunity to undertake responsibility for fertility reduction (as 
well as other health promotion and illness prevention educational programs). 
This would serve the long-term interests of both GHIO and those responsible 
for national programs in population and family planning. 

Havever, there are some limitations to the capacity of the GHIO to expand its 
coverage. These issues are discussed in Sections 2.0 and 3.0 of this report. 

2.2.2 Nutrition Policies 

The policy discussion in the nutrition area is based on the IOH main report 
and the background study by Bell. Like most countries in the world, developed 
and less developed, Egypt has no explicitly formulated unified policy for 
nutrition. !.Jhile the Five-Year Plan (1978-82) provides statanents of 
objectives concerning agricultural development targets, strategies tying 
increased food production to national nutritional status goals and objectives 
are absent. 

2.2.2.1 Joint Ministerial Responsibilities 

Egypt also is_ like most other nations in that nutritional programs are shared 
among several ministeries. In Egypt, responsibility is shared among the 
ministeries of Agriculture, Health, and Educat ion. 
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The Ministry of Agriculture CMOA)~ i~ co110boration with University of 
California, Davis (with USAID assistance), has developed a capacity for policy. 
analysis an<::1 planning for agricultural deve10pnent. Several traineCJ 

nutritionists are already working in the I-DA. The elaborate food subsidy 
program conducted by the GOE clearly has a significant positive impact on 
nutritional status in Egypt. 

The IDH established a Nutrition Institute in 1955 and includes statements of 
its objectives and programs in health plans and annual policy statements (See 
HSGS in Section 2.1. 4.1, item e of this report.) Nutrition Institute (NI) 
activities consist prlinarily of research on nutritional status, eating habits, 
etc., as reported in Section 2.1.4 above. The NI is encouraged to collaborate 
its research activities with other ministries and with international 
organizations and agencies, and with voluntary organizations. 

In addition to research studies, the MOH conducts maternal and child health 
feeding program assisted by the Catholic Field Services targeted at high 
nutritional risk populations in various segments of the nation. However, it 
is clear that these programs are not comprehensive in their coverage and thus 
do not constitute a general strategy of nutrition intervention. Attempts have 
been made by the MOH to develop a national nutrition strategy, but a 
comprehensive plan and strategy complete with selected interventions programs 
have not been forthcoming. 

The Ministry of Education (MOE) is largely administratively resrnsible for 
school feeding programs, although this became blurred at loca government 
levels with the MJH playing a strong role in evaluating and administering 
feeding programs at village level. Food for these programs has been 
contributed by the ~..Jor ld Food Program (WFP) and the U. S• Government under 
Title II of Public Law 480. 

Recently, 1980, USAID decided to terminate Title II food allocations to school 
age children in favor of allocations to more vulnerable preschool age 
populations. It is estimated that the bulk of avoidable mortality occurs in 
children under five years of age and that the great majority of causes of this 
mortality are nutritionally related. 

2.2.2.2 Ministry of Health/USAID Priorities 

USAID's decisions in the matter of targetting Title II food allocations are in 
conformity with MOH priorities. Since 1973, MOH has given highest priority to 
the nutritional needs of children under three years of age. In that year 
local production of infant weaning foods (Supramine) was initiated in Egypt, 
with the assistance of UNICEF which donated manufacturing equipment as well as 
foodstuffs. Suoran1ine production has been plagued with many problems. Costs 
are higher ~han anticipated, and quality of output has been poor. Prici~ 
policies of government have provided little incentive for production. Roughly 
50.0 percent of output is sold commercially; the remaining output is 
distributed by the ~OH through its health units and MCH clinics. 
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The MDH has concentrated its distribution efforts on rural preschool 
populations.Efforts have been made to distribute fortified wheat-soy blem 
flours, bulgar wheat, and oils to clinics at one to three IIDnth intervals, 
with surplus~s allocated on the basis of estimates of the nUlIber of children 
under three years of age who are menDers of low income families served by each 
facility. However, estimates of eligible populations at risk in the catclment 
areas of facilities have been poor, leading to rapid distribution of food 
within a few days after arrival with much food goi~ to nontargeted 
poJ:Ulat:ions. 

2.2.2.3 Problems and Issues 

An issue exists concerni~ the extent to which rural Health Unit personnel are 
carmitted to accepting responsibility for the distribution of "scarce" 
cCJImOCiities when pressures to l'eceive them are great and the distribution of 
coomodities is ,~ non-clinical task for which health personnel have not been 
trained. Efforl~ apparently have been made to integrate food distribution as 
an element of the package of basic health services constituting a 
canprehensive strategy of primary health services delivery. Demand, however, 
is said to far exceed amounts currently available. Thus it is difficult for 
health personnel to screen potential recipients woo are in greatest need. 
A major problem exists in the fact that health personnel are not well trained 
to assess nutritional status as a factor contributi~ to illness. Recall that 
the majority of health personnel serving rural health units are from the local 
carmunity. Whi Ie there are obvious advantages in thi s, there is a tendeocy 
for health personnel to seek and maintain community acceptaoce by continuing 
to adhere to local beliefs and custans. One belief of particular relevance in 
this connection, is the belief that intake of food and beverages should be 
withheld in cases of children sufferi~ enteric illness and diarrhea. Thus if 
food supplement rationing decisions are made, they often are perverse in their 
effects on health status of infants. 

Another problem is that health personnel have little regular contact with 
children after the age of 15 IOOnths at which time children, in principle, have 
received mandatory inmunizations. Since sane chi ldren tend to cont inue to be 
breast fed up to this time, nutritional problems are not so evident at this 
stage. Yet it is at the stage of weani~, between the ages of 9 months and 
two years in rural ~t, that nutritional deficiencies appear and begin to 
accelerate their developlment. 

Another major problem exists in that health centers are poorly equipped with 
growth charts and scales and other tools with which to detect and IIDnitoc the 
progress of nutri tional development or underdevelopment. l1:>st growth charts 
do not go beyond one year. Qmnunity outreach and education of mothers 
concernirg infant weani~ aoo feedi~ practices are not well defined in the 
job descriptions of health workers, and with rare exceptions workers are not 
trained adequately to perform these functions. Thus nutrition surveillance, 
IIDnitoring and evaluation infonnation are virtually nonexistant as a practical 
matter. In the absence of a unified strategy and policy coupled with a 
requisite implement ion strategy involving upgrading of traini~, equiIJI1ent 
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supply, ou~reach and education, there is very little prospect that assistarce 
would result in an effective improvement 
pol1l1ations ;of preschool children targeted 
becanirg seriously malnourished. 

in the nutritional status of the 
as being of highest risk of 

2.2.3 Environmental Health Policy 

The brief review of policy in this area is largely based on Environnenta1 
li!a1th in Fgypt: A Sectoral Assessment and Recoomendations, WASH Field Report 
No. 33, April 1982, prepared by D. B. Warner and D. Donaldson, with the 
assistaree of Joseph Haratani (USAID Contract No. AID/DSPE-C-0080, Project No. 
931-1176, hereafter referred to as the WASH Report). Major policy themes am 
their re1ati.on to problems are only sketched in this report and readers are 
referred to the WASH Report cited inmediate1y above. 

Egypt presents a harsh health enviro~nt. One of the largest problems 
confront irg the health services delivery system is that upon successful 
treatment of illness, patients are likely to recontract illness upon returning 
to the same ureharged environnent which was largely responsible for the 
original illness for which patients sought treatment. It is not ureommon for 
chi 1dren to suffer seven or eight episodes of enteric illness in a sirgle 
year. If health services delivery services were entirely free and othenlise 
canp1ete1y accessible, am acceptable by the population, it would be possible 
that annual patient viJits would be in the range of double digits annually, at 
least for children. 

From the standpoint of policy one of the major problems is that in the area of 
environment, like nu trit:ion , responsibilities are shared among ministeries. 
However this is in part explained by the mu1ti-facted nature of environnental 
problems. Very broadly, envirormenta1 conditions span a vast ra~e of 
occlpationa1 and residential setti~s. Environnenta1 health problems relate 
to water supply, dOOlestic and industrial waste disposal (water and chemicals), 
solid waste disposal, occ~ational health, housi~, food hygiene am matters 
involved with the prevention of air, water, soil, and food pollution. 2.2.3.1 
Envirormenta1 Health Policy 

The environnenta1 problems of Egypt, as quoted from the WASH Report Executive 
SuImary, are as follows: 

a. Inadequate coverage by properly operati~ facilities. 

b. A multitude of organizations and agereies wi th little 
intrasectora1 coord ination. 

c. Insufficient nLlIlbers of personnel experiereed in public health 
measures. 

d. Over-aged equi(lDent and physical plants that are both difficult 
to operate and expensive to maintain. 
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e. A lack of basic data for planning purposes. 

f, The absen:e of a central unit capable of providi~ leadership 
under the present crisis condition. 

Egyptian cities are growi~ at rapid rates ani are increasi~ly unable to 
supply basic services to expanding poPJlations. POPJlation densities in 
inhabited Egyptian areas are among the highest in the world and are estimated 
to be 2,400 per square mile. It is clear that conventional strategies are 
inadequate to handle 
canplex over time. 

current problems which· will becane larger aoo more 

Until 1951 responsibility for sanitation services was placed on the MJH. 
I-bwever, in that year a Ministry for liJusing and Public Utilities (later 
called Housi~ aOO Reconstruction) was created. This ministry was given 
resIX>nsibility for housi~, sewerage facilities, PJblic works, and for the 
licensing of ships and other facilities requiring inspection. Committees were 
established to provide coordination between the Central Ministries of Health, 
Housing aoo Reconstruction, and governorate levels. A division of labor was 
created between the MJH and the Ministry of I-busit-g. In this division of 
labor, which is still effected today, the MJH sets starpards for water purity 
and sewerage effluents and provides technical assistaoce and guidan::e for 
sanitary facilities. The Ministry of Housing aOO Reconstruction is 
resIX>nsible for the construction of improved housing, water works, and 
sewerage disposal plants. 

In general the central government has responsibility for the planni~, design, 
construction and finan:ing of PJblic utilities, including water and sanitation 
facilities, with staooards set by the MJH. However, responsibility for 
operations and maintenance rest with local authorities, including governorates 
aOO city and village councils. The MDH is the most important institution as 
far as setting standards, IOOnitoring all water and sewerage facilities, 
sampling am performing laboratory analyses, and providing advisory services 
at all levels of goverment. 

Within the MJH, environmental activities are carried out by a General 
Directorate of Ehvironmental &alth wi th divisions of water quality, waste 
water control and general sanitation. A Department of Occq>ational aoo 
Industrial Hygiene and Air Fbllution Cbntrol conducts studies of occupational 
safety and air pollution problems, although inspections are carried out by the 
Ministry of Manpower and Training. 

2.2.3.2 Environmental Health Policy Strategy 

The current general environmental policy strategy of the M:>H has been reported 
in Section 2.1.4.1 under item ~ above. r-Dre specific cOOlponents of strategy 
in::lude the following (WASH Report, pp. SO-51). 

a. Early discovery of infectious diseases and IWnitoring national 
epidemic; 
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b- Augmenting health quarantine capabilities in the Republic's 
ports-of-entry j 

c. Securi~ required vaccines and sera; 

d. Establishing general administration of food monitoring (Safety 
and Inspection) .•• This has necessitated the development of Central 
Laboratories for mnitori ng food; 

e. Controlling disease transporting insects and rodents; 

f. Speedy discovery of infectious diseases, their control by 
epidemic eradication, early discovery and national followupj and 

g. Fonnation of new Technical Carmittees (for envirormenta1 
health) . • . The opening of 1mbaba Envirotlr1ental Research Center. 
This center will be the National Research Center. 

2.2.2.3 Water Sector Policies and Strategies 

Sector strategy in water supply and sewerage has been formulated by the <DE in 
both the long-run, to the year 2000 and in the intermediate-run, 1981-85 (See 
Table 2.2.2.3.1 below. Long-run objectives for treating water in:lude the 
following (WASH Report, p. 52). 

a. To in:rease production in order to serve the growing population 
and to achieve the folloWing per capita consumption rates: 

b. To increase the efficiency of water utilities. 

c. To prevent pipe bursts in the distribution system. 

d. To reduce the nLm1ber of people unserved with drinking water in 
the rural areas from 4.5 million in 1979 to 3.0 million in 1985 and 
to serve all with adequate supplies by the year 2000. 

Table 2.2.2.3.1.: Projected Planned Per Capita
 
Water Consumption (litres/day)
 

Region 1900 1985 19~ 2000 

Cairo 255 295 330 400 

Alexandria 170 200 220 370 

Other Cities 65 100 110 240 

Rural Areas 55 70 77 150 

Source: WASH Report, p. 52 
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2.2.2.4 Sewerage Policies and St~ategies 

Lorg-run po·licy are targets for sewerage are presented in Table 2.2.2.4.1 
below. Long rarge goals include the following (WASH Report, pp. 52-53). 

a. To increase sewage inflows in proport ion to water const.m1ption aoo 
to achieve the following per capita flows in sewered cities: 

b. To increase the efficiency of sewerage utilities aoo prevent 
sewage floodirg. 

c. To provide sewerage in all cities by the year 2000. 

d. To provide sewerage in all inhabited areas of cities. 

e. To reduce the nunber of people in the cities unserved with 
sewerage from 6.2 million in 1979 to 5.0 million in 1985 and to serve 
all with sewerage by the year 2000. 

Table 2.2.2.4.1: Projected Planned Per Capita
 
Sewerage Flow (litre/day)
 

Region 1900 1985 1990 2000 

Cairo 206 265 290 380 

Alexandria 100 170 190 350 

Other Cities 90 120 130 190 

Source: WASH Report, P. 53 

2.2.3.5 Discussion of Environmental Policy and Strategy Issues 

Higtl priority has been given to water and sewerage projects in irrlustrial 
zones. The general objectives seem to be to support the continuing process of 
iooustrial expansion as well as to overcome existing deficits in the 
production of drinking water and the capacity of sewerage systems, and to meet 
maintenance Fequirements and emergency situations. An overall objective is to 
develop sufficient water and sewerage utilities to attract foreign investment 
in other sectors. 
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A second issue coocerns the ability of the current staff of the MJH to take on 
responsibilities that would be involved in developi~ a canprehensive policy 
to include health envirormental assessment and monitoring activities in all 
existiq; aoo new water aoo sewerage projects. A related issue concerns both 
the low prices chatged for water and sewerage services and the low wages and 
salaries paid to personnel. ww prices for services eocourage high 
utilization, but result in low levels of revenues flowing to goverrment that 
can be used to maintain service systems. ww wages am salaries pa id to 
maintenan:e personnel, coupled with low levels of training and consequently 
low levels of work performan:e, suggest that investment in this area would not 
be very promising unless provisions were made for redressing personnel, 
tra iniq;, services, aoo personnel remuneration issues. 
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2.3 &Jdgets and EXpenditures 

Gross budg~t:expenditure data are available over the period FY 1966 to FY 1967 
from lDza, et a 1, cited above. ISta for years 1976 through 1981 were to be 
made available from the Finarcial Flows study conducted by the University of 
Michigan. Ibwever, due to various problems the data available from that 
source for those years could not be used in this review. The data available 
consisted of only preliminary estimates which require refinement; hopefully 
they will be refined and will be made available to the Phase II HSA team. 
Detailed estimates pertaining to the private sector, as well as estimates of 
selected per unit costs of various govern:nental, economic and service 
authorities for the year 1978, are available from Dr. Ramsis G:>.naa's Report 
entitled "Study on Health Finarci~ and Expenditures in Egypt" (April 1980), 
which was based on the Health Profile of Egypt survey. Additional cost data 
were available to the present author from various reports and interviews and 
from representatives of the GHIO; all of these were subjected to the author's 
calculations. Crude lin'.:ar projections of future costs to the year 1992 on 
the basis of rough assumptions are among the product of such calculations. 

2.3.1 Goverrmental Expenditures, 1966-1976 

Central goverrment and governorate level expenditures, aggregated over Titles 
I-III (wages and salaries, running costs, and investment project 
expenditures), a1o~ with these expend itures calculated as percentages of 
total goverrment spendi~, are presented in Table 2.3.1.1 below. 

Table 2.3.1.1 MJH ExpeIiiitures by Central aoo .G5cal 
Levels, and Percentage of M:>H Expenditures 

to Total Goverrment SpendiIE -­ 1966-1976 (L.E. 1000S) 

%MJH 
Year M:>H Central IDH lDca1 M:>H Total TotaT""Gov 't 

66/67 3,528 27,516 31,045 9.1 
67/68 
68/69 

3,419 
3,711 

29,606 
33,275 

33.025 
36,986 

4.8 
6.1 

69/70 
70/71 
71/72 
1973 

4,~9 
4,505 
7,830 
7,900 

34,910 
36,508 
58,746 
46,573 

38,979 
41,013 
66,576 
54,553 

5.8 
5.8 
5.7 
6.7 

1974 7,003 53,343 60,347 6.7 
1975 8,423 61,613 71,036 6.5 
1976 10,508 77,399 87,908 5.6 

Source: Loza, et. a1., p. 141. 



_1e;;.;;a;;,;;:l_th~ib=li;;.;;c..Y...;Re;..=.;;,v=ie;;;.;.w,"",,-,;HSA=i4.'.....Je=ff;;.;;er=s.l..• ..;.;A..pr_i;.;;;1~19...;;8_2 -.-;Page 46 

I.oza, et ~l remarked that although IDH expenditure increased b}· 183.0 pereenf 
over the -.: period 1966-1976, the share of MJH relative to total governnent 
outlays d~~reased by 38.5 percent over this period, from 9.1 percent to 5.6 
percent of· total governnent outlays. IAJri~ the same period the ratio of 
central level expenditures to local governnent expenditures remained roughly 
constant at 1: 75. 

Table 2.3.1.2 below presents data showing expenditure allocdtions to Titles I 
- III between MlH central and local levels over the period 1966-77. 

Table 2.3.1.2 

EXpenditures of IDH and local Governnent
 
and Percent~es Distributions -


Titles I-III, 1966-1976 (L.E. 1,000,000)
 

Central Local 
Year Expend i t ures Percentages Expenditures Percentages 

I II III I II III I II III I II III 

66/67 2.2 1.1 .3 62 30 8 17.0 9.1 1.3 62 33 5 
67/68 2.1 1.0 .3 62 31 8 18.7 9.9 1.0 63 34 3 
68/69 2.1 1.0 .6 55 23 17 20.9 11.0 1.3 63 33 4 
69/70 2.2 1.3 .4 55 33 6 22.7 11.3 .9 65 32 3 
70/71 2.3 2.0 .1 52 45 3 24.3 10.9 1.2 67 30 3 
71/72 3.7 3.6 .4 48 47 5 38.6 16.8 3.3 66 29 6 
1973 2.7 5.0 .3 33 63 3 32.1 12.4 2.1 69 27 5 
1974 2.6 3.9 .5 37 55 7 35.6 15.2 2.6 69 28 5 
1975 2.8 5.1 .6 30 53 17 41.0 15.7 4.9 63 30 8 
1976 3.2 5.5 1.8 30 53 17 48.5 23.0 5.9 63 30 8 

A.A. I. * 4.6% 41% 56% 18.5% 13.1% 52% 
* Average Annual Increase 

Source: loza, et al 

Table 2.3.1.2 r""fea1s that si~ificant shifts occurred over years 1966-76 in 
the distribution of expenditures BIOOng the three Titles and, just as 
irrqx>rtantly, amorg budget categories between the two levels of governnent. 
For example, running costs as a percentage of total central budget allocations 
ircreased over the period from 1.1 percent to 5.5 percent of total central 
expenditure. We would expect thiR to be the case, sirce additional inves~nt 

was made CO!lt inuously over the period. However, turning to local governnent 
expenditure llliocations, Table 2.3.3.2 reveals that nmning costs as a 
percent~e of total local expemitures declined from 33 percent to only 30 
percent of total local gO'/ernnent expenditure. This is surprising considering 
the fact that investment at local levels irereased on the average by 52 
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percent annu~lly over the period. Annual increases in running costs over the 
period averaged 41 percent at central le\tel but only averaged 13 percent at 
loca1 1eve1.' . 

Sin:e the bulk of investment at local levels is allocated to health services 
delivery on behalf of rural populations, the data suggest that while progress 
was made in the facility coverage in rural areas, runnirg cost sup{X)rt funds 
were underallocated, resulting in few gains (and JX>ssibly deteriorat~n) in 
the quality of services at local levels• 

.IEcentralization and outreach are implied by the facts that Title I (wages and 
salaries) canponents at central level in:reased by only 46 percent, but 
increased by 186 percent at local level over the period 1966-1976. However, 
when cOO1pared to ra tes of in:rease in runnirg costs at centra 1 am local 
levels (41 and 13 percent, respectively) the data suggest that expansion at 
local levels was achieved in terms of significant expansion of staff, but was 
not accompanied by equally significant increases in dngs, supplies, medical 
requisites aM other materials required to sup{X)rt health services delivery 
activities at local levels. 

One could argue that greater investments were made in secondary aM tert iary 
care hospitals at central levels than at local government levels, thus 
explaining the higper percentage rate of in:rease in runnirg costs at central 
than at local levels. }bwever, this is not supported by the comparative rates 
of growth in personnel as reflected by rates of growth in Title I allocations 
(wages and salaries) which were much higher at local levels than at central 
1eve Is. The data suggest that phys icians am other medical personnel were 
force placed ({X)sted) in large quantities at local levels in newly construted 
rural facilities but were not given coomensurate sup{X)rt on current account to 
render effective health service delivery. This leads one to conclude that the 
MJH policy of expansion of rural services was only successful quantitatively 
in teuns of rural pop.Jlation coverage, and only at the expense of 
deterioration in the quality of rural services. 

The data are consistent with the {X)ssibility that the MJH, following the 
overall goverrrnent policy of creatir~ jobs for all University graduates, 
absorbed vast numbers of physicians into the rural p.Jblic medical sector. 
Thi s caused wages and salaries as a cOO1{X)nent of current costs (the SlIDl of 
wages and salaries and running costs) to increase at the expense of running 
costs, which in all likelihood led to a deterioration in the quality of rural 
p.Jblic health services del ivery in Egypt. It is clear that central level 
fun: tions were' sup{X)rted much better, s in:e runnirg costs increased on the 
average by 41 percent annually while wage and salaries, largely reflecting 
personnel postings, in:reased by only 4.6 percent on the average annually over 
this period. This suggests that quality of services increased or did not 
decline so much a t centra 1 1eve1 as was the case at local level. 

The ind ividua l' s share of MJH expenditures approximately doubled over the 
interval 1966-1976 in:reasirg from L.E. 1. 4 to 2.9 per capita. However, these 
gains clearly were wiped out by inflation occurring over this period. Loza 
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et al report -that the cost of a hospital bed was L.E. 1.5 in 1965, but had 
risen to L.~E. 5.0 by 1977. Thus the implication is that government 
allocations t9:health services to individuals decreased in real tenns over the 
period 1966-1977. This lends further credeoce to the corr:lusion that the 
quality of PJblic health services declined over the period. 

Expend itures of other goverrment-sponsored health organizations over the 
period 1966-1976 are presented in Table 2.3.1.3 below. ~bte that no data are 
available for Bio-Medicine Organizations prior to their formation in 1973. 

Table 2.3.1.3 

EXpenditures of Goverrment Sponsored Health Organizations and 
Percentage of Total Goverrment Expenditures (L.E. 1000) 

Alexandria Cairo %of Govt. 
Year Curative Curative Bio-Medical GHID Ex pend i ture 

66/67 252 231 2,279 3.8 
67/68 223 220 1,259 2.3 
68/69 281 524 3,529 3.6 
69/70 305 659 4,163 3.6 
70/71 336 567 5,772 2.5 
71/72 612 758 4,961 3.2 
1973 376 508 765 * 6,380 3.1 
1974 356 530 1,069 6,470 2.7 
1975 575 644 1,002 7,073 3.9 
1976 713 845 2,039 17,105 3.8 

283 % 366 % 266 % 750 % 

* Growth over period 1973-1976 only. 
Source: una eta1, p. 144. 

Note that the expenditures indicated in Table 2.3.1.3 do not reflect actual 
government expenditures in all cases, sirr:e the Alexandria and Cairo Curative 
Organizations generate the bulk of their revenues from sale of services and 
GHIO revenues in the main are generated as a result of payroll taxes, not from 
general treasury furds. However, investment outlays (Title III) in these 
years largely . were provided from goverrurent (MJF allocations), and the data 
peonit no distinction between Titles or revenue sources. Thus the data serve 
only to show the growth in the rate of increase in activity levels of these 
agenc ies. Of part icular interest is the rapid growth of the GHJO over thi s 
period, which occurred at a rate at least double that experien:ed by any other 
government sponsored health organization. 
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2.3.2 Health Expenditures. 1978 

The data on liealth expenditures for the year 1978 are taken from Gomaa's study 
on health finaocing (cited at the beginning of Section 2.0). GEaa' s study, 
hereafter referred to as the Finaocing Study, provides estimates of costs and 
finaocing covering many elements of government and private fonnal sector 
financ ing of health services delivery for the year 1978. Unfortunat:~ly, no 
data are available concerning costs and finaoces with regard to traditional 
healers and other nonformal deliverers of health services. There is little 
doubt that some estimates included in the study are very "rough." Yet. the 
Financing Study is the most canprehensive study of health sector costs and 
expenditures in Egypt and serves as an appropriate benctmark for projecting 
health system and health system canponent costs into the future. 

No attempt will be made here to review the methodology of cost and expenditure 
estimation procedures used in the Finaocing Study. Essentially it involved 
extensive use of local consumer surveys (HPOE). examination of actual 
expend itures (government sources and pharmacy sales), and examination of tax 
records when appropriate (private medical sector revenues and costs). The 
methodology described in the text basically appears to be reasonable and 
appropriate given the constraints posed by local circumstances. Gathering and 
preparation of raw data and some of the analysis was assisted by the National 
Genter for Health Statistics. Public Health Service. Department of Health and 
Human Services (IlIff). formerly DHEI.,T. USA, Agreement No. 03-663-R). 

Table 2.3.2.1, reproduced from Gamaa's study. shows the finaocial flows 
throughout various parts of Egypt's health services delivery systems for the 
year 1978. Financial data reflecting state budget. private sector 
ind ividuals. grants and loans are displayed by categories of organizations 
rendering service. Note that investments (Title III) expenditures are 
ent ire ly state budgeted outlays. In addition. loans and grants are added 
together and are included in private current expenditures. Thus. the sum of 
private outlays includes expenditures by private sector individuals, plus the 
sum of grantE and loans. This sum would constitutes the sum of all private 
outlays correspondirg to state budget (Ti tIes I, II aoo IV) categories. The 
total of outlays under the first column label, "State", corresponds to total 
operating expenditures (Titles I, II, and IV). Thus the sum of the first 
collIDln and the "investments" collIDln constitutes the total of state budget 
expenditures coverirg all Titles I - IV. 

The last column represents total outlays on health, including both private and 
State budget spendirg. Note that State budget speooing for GHDJ services are 
from social seFurity revenues rather than from general treasury funds. 

Table 2.3.2.1 reveals that total speming on health services as presented in 
the Financing "Survey was L.E. 382.9 millions, of which private sector spending 
(includit'lS grants and loans) totaled 206.7 or 54.0 percent of total health 
sector spending. 





Un.iversity Hospitals: 

Cairo 
Ein Shans 
Alexandria 
Assiut 
Tanta 
Hansoura 
Zagazig 
Azhar 

lOTA!. 

High Council For 
Family Planning & 
Population: 

Railway Hospital: 

Police &Prison: 

Private Sector: 

Hospitals 
Pharmacies 
Clinics 

lOTA!. 

Drug Sector: 

State Subsidy 
Pharmacy Sales 
(private) 
Local Prod. Profit 
Special Import 

lOTA!. 

3,784,283 87,500
2,387,497 40,000 
2,555,000 246,000 

962,933 37,753 
839,000 32,314 

1,092,000 33,958 
893,184 8.198 

1,892,113 81.520 

14,406,010 567,243 

1,152,347 

307,561 200,000 

314,075 165,025 

119;100 
25,009 

27,715,878 
144,100 27,715,878 

4,281,000 
102,971,969 

17,432,000 
17,432,000 

4,281,000 135,849,769 

"IOTA!. 137,139,128 177,246,199 19,592,000 

Source: Dr. R. Ganaa, "Financing Study", MJH, April, 1980, pp. 

345,744 
749,998 
150,000 
51,888 

173,866 
202,000 
148.363 

1,349.923 

630,000 (Samples) 

10.300 

4,217.527
 
3,177.495
 
2,951.000
 
1.052,574
 
1,045,180
 
1,327.958
 
1,049.744
 
3.323.556 

1.982.347 

489,400 

199.100 
25.000 

27,715,878 
27.859,978 

~ 
\4,281,000 

102.971.969 ~ 

10.521.000 

17.432,000 
17.432,000 

150,651.769 

9,854,000 38,486.812 382,948.138 

109 and 110. 
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There is considerable reason to believe that private sector out-of-pocket 
spendirg ts significantly under-estimated. First, private outlays on the 
services of :traditional healers, practitioners, etc., were not included in the 
study. SecoOO, estimates of outlays on private hospitals, pharmacies aOO 
clinics were based on samples of tax records, which authorities agree involve 
substantial uOOer-reporting of earnings in the interest of avoidirg payment of 
income taxes. In this connection, it is observed that rural-based physicians 
do not have to report incane from private practice delivery activities, all 
pnysicians are exempt from income taxes (and hence do not report earnings) for 
three years after graduation, and the bulk of payment for private health 
services delivery is in cash thus presenting an ideal circunstan:e for 
under-report irg of income. It is not unheard of for sane urban- based 
physicians to demand payment in dollars which is obviously not reported, sin:e 
such payment is in direct violation of foreign currency exchange laws. 

Unfortunately, there is no· independent method of estimating the degree of 
under-report ing of private sector health delivery earnings and expend itures. 
Developnent of such a method and its follow-up was beyond the range of the 
finan: ing study and of this Rc;A report. Some authorities speculate that 
under-estimation of private sF;~tor spending could range from 20 - 50 percent. 

Total private and state bl.idget spending on health totalled L.E. 382.9 millions 
in 1978, which constituted 4.0 percent of total Gross Domestic Product (GOP). 
Of this total, L.E. 206.7 million is attributed to private sector spendi~, 
constituting 2.1 percent of GOP. Total State budget spending totaled L.E. 
175.6 millions, which represented rOLghly 1.8 percent of GOP, and 3.5 percent 
of total government expenditures, respect ively. State budget current health 
outlays in 1978 represented 5.0 percent of total government current spending 
and State budget health investment spending constituted 1.2 percent of total 
goverrment investment expenditure in that year. These figures excltJde health 
related outlays on food subsidies and outlays on water supply f.nd sewerage 
envirormental control and services activities. 

Table 2.3.2.2 below presents aggregated current account expenditure data for 
1978 percentage distributions of public aOO private current expenditures, 
totals of public and private spending, and percentage of total outlays made 
from goverrment or private sectors. Note that following ODE practice, private 
sector spending includes loans (L.E. 19.5 millions) and grants (L.E. 9.85 
millions) t-.:eated as current outlays. The total of loans and grants is L.E. 
29.45 millions constituting roughly 14.2 percent of total private sector 
outlays on health. The bulk of loans were spent in local governments (L.E. 
17.8 millions)" and thus their inclusion as current account expenditures is 
largely responsible for the surprisingly large percentage of private sector 
spending on' the part of local goverrments (L.E. 29.8 millions), i.e., 25.6 
percent. 



Jeffers	 OOUA 
Table 2.3.2.2 

CUrrent	 Expenses by Government and Private Sector - 1978 

, ,	 ,ORGANIZAftM : State BUdget: Private Total , of , 
RENDERIr«i Total State Private 
MEDICAL SERVICES 

Ministrr of Health 
centra ll,899,916 9.4 -0- -0- 12,899,916 3.8 100.0 -0-
Local 86,329,765 63.0 29,766,862 14.4 116,096,627 33.7 74.4 25.6•Total 99,ZZ9,68l (72.3) 29,766,862 (14.4) 128,996,543 (37.5) (76.9) (23.1) 

Other Health Sector 
GUO	 11,997,386 8.7 3,801,188 1.8 15,788,574 4.6 76.0 24.0 
Cairo CUrative Org. 482,799 .35 4,578,699 2.2 5,061,498 1.4 9.5 90.5 t
Alex. CUrative Org. 392,055 .28 1,490,134 .7 1,872,189 .5 20.9 79.1 
Biological &Vaccine -0- -0- 1,485,380 .7 1,485,380 .4 -0- 100.0 
Drug Control Org. 939,621 0.7 16,500 -0- 956.121 .3 98.3 1.7 U'\ 
Ed. Husp. &Inst. 3,492,493 2.5 380,520 .o. 

.. 
~.!!?3,N3 1.1 90.2 9.8 ~ 

Total 17,304,354 (12.6) 11,752,421 5.1. 29,056,776 (8.4) (59.6) (40.7) 

IUniversity Hospitals 14,406,010 (10.5) 567,243 (.3) 14,973,253 (4.4) (96.2) (3.8) 

High Council on 
Famlly Planning 1,752,347 (.84) 630,000 ( .31) 1,782,347 (.5) (64.7) (35.3) 

Other Agencies
Rallway HOspltal 307,561 .2 200,000 .1 507,561 .1 60.6 39.4
 
Police &Prison Hasp. 314,075 .21 165,025 .1 478,100 .1 65.6 34.4
 

Total 621,636 (.41) 365,025 (.2) 986,661 (.2) (63.0) (37.0)
 

Drug Sector 4,281,000 (3.1) 135,849,769 (65.7) 140,130,769 (40.8) {3.0) (97.0) 

Private Sector 144,100 (.ll 27,715,878 (13.4 ) 27,859,978 (8.1) (.5) (99.5) 

TOI'AL QJRRfJn' 
EXPENSES 137,139,128 100.0 206,647,199 100.0 343,786,327 100.0 39.9 60.1 

Source:	 Calculations of the author, based on: Dr. Ramses Gomaa, "Financing Study", !-Ul, GOE,
 
April 1980, pp. 109 and 110.
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The only other significant possible distortions caused by counting all loans 
aOO grants as..private sector outlays on current account occurs in the case of 
grants to local governments (L.E. 9.2 millions), loans to biological and 
vaccine production (L.E. 1.4 millions), loans to Educational Hospitals aOO 
Institutes (L.E. .28 millions) and grants largely consisting of contraceptive 
commodities to the Higp Council for Family Planning (L.E••63 millions). 

tbtwithstanding the distortions created by IlDlping loans and grants into 
private sector current expenditures as noted in the two iumediately preceeding 
paragraPhs, Table 2.3.2.2 provides a rough picture of the relative importance 
aOO the distribution of funding by source among the various components of the 
health services delivery system. QJite clearly the M:>H health services 
delivery system, in:luding Educational Hospitals and Institutes and Drug 
Control and Production components are very depeOOent on State budget funds. 
University hospitals are also predomina~ely financeti by State budget 
appropriations. 

The GHID is more dependent on private out-of-pocket expeOOitures than would be 
suggested by existing literature written concerning the nature of this 
organization. This is also largely the case with police and prison hospitals, 
although the bulk of funds allocated to support these facilities roughly 64-66 
percent, are in the main drawn from State revenues. 

tbte that the large State subsidy, 60.6 percent, provided to the Railway 
Hospitals comes from public sector profits which if were not allocated to 
health care would become general revenue funds and Railway Einployees would 
become covered by the GHIO. In the latter event, the Railway Hospital 
Organization would still be subsidized by the State budget through social 
security wage-based contributions. 

Table 2.3.2.2, reveals that private sector out-of-pocket outlay on drugs, is 
the largest component of private sector current expendituT.e on health services 
delivery. Indeed, note that drug costs equal 40.8 perceut of total costs, the 
bulk of which are private, 97.0 percent. "Provide Sectc.r" outlays consist of 
experxIitures for services rendered in private hosl-'itals, clinics aOO 
associated Phamacies of which 99.5 percent ar~ paid by private sector 
iOO ividuals. The sum of the percentage or private drug and private sector 
health services is 47.65 percent (40.8 x .97 + 8.1 x .995), t-lhich is very 
surpri si~ for a socialized system. The major factor explaining the higp 
level of private sector individual expenditures is the large vollDle of private 
current sperxIing on durgs. 

Clearly, Egypt's health system in 1978 essentially was distinctly pro-pharmacy 
in orientation wi th the government financing only a small fraction of drug 
consumption.. However thi s rapidly would be changed, and perhaps already has 
changed sanewhat as a result of government policy to expand GHIO coverage to 
the bulk of the population, since the GHID dispenses drugs free to Latol 79 
beneficiaries (industrial workers). Also it should be noted that 50.0 percent 
of GHID total costs consist of outlays on drugs. Thus it would appear that 
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expansion of the GHIO would constitute tht> roE shifting from a pro-Iflannacy 
private out~of-pocket pay private sector drug distribution policy toward a 
(X>licy of gO\lernment sponsored dispensation of drugs, financed in the main 
from state ·budget sources. This result would be tempered somewhat to the 

...extent that expansion of GHIO coverage were accompanied by substantial drug 
copayment requirements (See Section 2.4 for a discussion of GHID activi ties) • 

The data based on the 1978 Financing Study are not as disaggregate as would be 
desirable, part icularly as concerns oLltlays by governorates, categories of 
expenditures wi thin governorate budgets, the partitioning of outlays between 
preventive and curative services, and expenditures on trainirg activities. 
ktually the document claims that roughly 40.0 percent of total current 
outlays are devoted to preventive activ~ties (Financirg Study p. 27). However 
u(X>n examining the text, one learns that the way in which this was calculated 
consisted of lunpirg all non-hospital expenditures on rural health services 
delivery together and labeling this as preventive health services. Closer 
examination of the data shows that the bulk of expenses are for curative 
services although it is impossible to sort out the curative versus preventive 
mix. It is clear, however, that roughly 64.0 percent of operatirg expenses 
are devoted to hospital services (Financing Study pp. 27-28). 

2.3.3 Per-unit Costs of Selective Health Services Delivery Components 

Total MJH expenditure per capita in 1978 was L.E. 3.6 and MJH expenditure per 
capita on current account was L.E. 2.5 in that year. However, the breakdown 
of total MJH per capita outlays on rural dwellers was estimated at L.E••99 
while MJH per capita outlays on those living in urban areas was L.E. 7.20. It 
should be noted that many rural dwellers seek services in urban areas, i.e., 
they by-pass rural health service delivery points in favor of urban hospitals, 
urban outpatient clinics, etc. MJH officials suggest that in view of this, 
the differential in total outlays between rural and urban populations is less 
than financial data imply. 

Taking account of State budgeted health services not provided by the M:>H 
yields a tot<Jl State per capita outlay on health services of L.E. 4.4 in 
1978. Total per capita outlays from State budgeted current expenditures 
aroounted to L.E. 3.4 in 1978 and upon netting out GHIO populations, the 
resulting figure is L.E. 3.1 State budgeted current outlays per individual in 
that year. 

Overall, the total of goverf1I1ent and private spending on health services per 
individual in 1978 is estimated at L.E. 9.6 of which L.E. 3.55 was expenditure 
for drugs (roughly 37.0 percent). While State budgeted expenditures amounted 
to L.E. 4.4 per capita in that year, only L.E••57 went for drugs. The total 
private per capita outlay on health services is estimated at L.E. 5.2, with a 
large share, L.E. 2.98 (57.3 percent), developed to expenditures for drugs. 

In 1978, GHIO total outlays per Law 79 beneficiary (industrial workers subject 
to no copayments) were L.E. 14.9, but L.E. 7.63 was spent for drugs on behalf 
of covered beneficaries. By contrast, GHIO outlays on Law 32 beneficiaries 
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(government~employees subject to copayments) are estimated at L.E. 6.3, with 
L.E. 3.56 spent for drugs per beneficiary. This is a significant difference, 
and purportedly represents the effects of copayments required of Law 32 
beneficiaries (see Section 2.4 and 3.0 below for a description and analysis of 
GHIO activities). 

2.3.4 Health Expenditure Projections for 1992 

Expenditures data are not available after the year 1978. Budget data usually 
availa~le from government sources on an annual basis, are not available beyond 
the year 1979. The year 1980 was a year in which the fiscal year was shifted, 
thus 1980 and 1981 budget data are half-year estimates only. Budget data for 
the years 1980, 1980/81 and 1981/82 also lack indications of local government 
Title III investment budgets and MDF officials say that these data and actual 
expenditures data are not available, due to various "technical problems." 
Thus projections of State budget health projections can only be based on 
either 1978 actual expenditures presented in the Financing Study, or on State 
budget data available for the year 1979. 

There is often considerable discrepancy between budgeted figures and actual 
expenditure figures. Actual expenditures, since they are ~ hoc are a more 
accurate indication of actual priorities and represent a reflection of 
capacity to carry out expenditures based on budget plans. Thus actual 
expenditures represent a more appropriate basis for projections of probable 
future levels of expenditures. While attempting expenditure projections over 
future periods is a hazardous undertaking under the best of circumstances, the 
circumstances prevailing in Egypt can hardly be characterized as "best," and 
thus such an exerc ise is extremely hazardous. It appears necessary, to thi s 
author, to base projections for 1992 based on 1978 actual expenditures data 
and thus the period of forcasted expenditures spans 14 years. Obviously, such 
projections are subject to considerable error, particularly in light of 
substantial donor assistance to the health sector that may result from the HSA 
activity itself. 

In order to make projections of possible levels of expenditures, a number of 
assLmpt ions are necessary. First , it is assuned tha t GOP grew a t a "rea1" 
canpouncl average annual rate of 8.6 percent over the period 1978-1982, the 
average rate estimated by various donor assistance agencies. lbwever, real 
growth over the period 1982-1992 is projected at only at a canpound averge 
annual rate of 6.0 percent. This lower rate of growth projected over the next 
decade seems appropriate given current uncertainties concerning foreign 
exchange flows. wodd oi 1 price trends, and other factors suggesti ng that past 
rates of growth are not likely to be sustained in future periods. Second, the 
proportion of current and investment health outlays to GDP is projected to 
remain at 1.8 percent as it existed in 1978. (This implicitly aSSLmes a 
constant share of r,l/vernment outlays to GOP and a constant share of health 
outlays to total goverrment expenditures as that which existed in 1978.) 
Third. the ratio of investment outlays to current outlays is projected to 
remain in the same proportion as existed in 1978, namely 1.2:5.0 or .24. 
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On the basis of these assunptions, and given the level of GOP in 1978 it is 
possible to project probable levels of current am investment account health 
expenditure ·in the year 1992. Ibwever, there remains a vexing problem that 
con:erns tbe relation between current and investment expenditure. In general 
net investment in prior periods generates needs for additional recurrent 
expenditures in subsequent periods. For example, if L.E. 1.0 of capital 
investment in a given period generates a need for L.E. .2 of recurrent 
expenditure in all future periods, steady investment in new capital projects 
of L.E. 1.0 over a period of 14 years, ceteris laribus, would add 
L.E. .2 (14) = L.E. 2.8 to annual recurrent budget needs a ter 14 years. Thus 
the ratio of investment expenditure to recurrent expenditure would decline 
over time if the rate of investment were constant. If the level of investment 
rises over time, it is not clear on balance what would be the relationship 
between investment outlays and recurrent experxHtures in future periods. Thus 
readers are alerted to the fact that the assllllption of constant proportions 
between investment and recurrent ·outlays represents an extreme, but, under the 
prevailing c ircunstances, an unavoidable simplifying assunption. 

Greater difficulties are encountered if one attempts to project private 
outlays, particularly under different assumptions of GHIO coverage and 
associated copayment requirements. Matters would be assisted greatly if one 
had even rough knowledge of incane and price elasticities of demand. 

In the interests of simplifyi~ matters, projections will be made in real 
tenns, assuning that inflationary factors have been "netted out" and that the 
elasticity of private health outlays to increases in real in:ane is unity 
(i.e., health outlays increase in the same proportion as growth in real 
in:ane). The assunption of unitiary in:ane elasticity of demaoo would appear 
to be a conservative estimate, since there is some evideoce that health 
services are viewed in Egypt as superior goods. Thus if they could be 
estimated, income elasticities of demand are likely to exceed unity. However, 
in the absence of even ro~h incane elasticity of demand estimates, the author 
has resorted to the assunption of unitary incane elasticity purely in the 
interests of simp1ifyi~ analysis. Maki~ projections in real terms only, 
coupled wi th the added assumption of constant re1at ive prices generally, 
avoids the necessity of maki~ explicit assunptions of the price elasticity of 
demand. 

Given assunption of growth of GDP described in preceedirg paragraphs above, 
GDP is projected to be L.E. 24.09 billions in 1992. Assuning a poJX.l1ation 
rate of growth of 2.8 percent canpound annually, 1992 population is estimted 
at 58.9 million persons. Table 2.3.4/1 below compares 1978 and projected 1992 
total health expenditures, broken down by sector (public aoo private), 
investment and current account JX.lb1ic spending, and outlays per capita broken 
down between the public and private sectors. 
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Table 2.3.4.1. 

Health Expenditures 1978 and Linear Projections to 1992 
Based on 1978 CanJX)sition of Expenditures 

1978 1992 

*Total Outlays on Health 382.3 942.7 

Private Outlays* 206.7 509.1 

Government Outlays* 175.6 433.6 

Investment Account * 38.5 94.9 

Current Account * 137.1 338.1 

Total Health Outlays per 9.6 16.0 
Capita'l'·* 

Private.OlJ~lays on Health 5.2 8.6 
per caplta 

Government Outlays on Health 4.4 7.4 
. ** per caplta 

Source: calculations by the author, based on Dr. Ramses Gomaa, Finarcirn 
Study, April, 1980. 

*L.E. millions. 

**1992 Population projected to be 58.9 million, based on 2.8% canpourded 
annual growth from 1978 base of 40 million. 
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Table 2.3.4.~ is rather self explanatory, since it basically projects 
expenditure Gategories in a linear fashion over time. However, the table 
adequately conVeys a picture of the financial resources that could be 
available in the year 1992, broken down by private and public sector 
components based on the distribution between these sectors existing in 1978. 

However, quite clearly the distribution of outlays between public and private 
sectors are likely to be much different in 1992 from what they were in 1978, 
or from what they are presently. Quite a number of interesting analyses could 
be done wi thin the framework of the aggregate projectsion of GDP, government 
revenues and population. Scare ity of time precluded the author from 
perfonning these analyses in connection with writing this report. lbwever, it 
would be useful to list some possible types of nnalysis which in the author's 
opinion could be fruitfully carried out in the future. Suggested types of 
future analysis are presented as follows: 

a.	 Given assumptions or estimates of the income elasticity of demand for 
health services, estimate probable private outlays on different types
of services. 

b. Given knowledge of planned investment in construction, estimate 
probable recurrent cost requirements of various components of the 
system. 

c.	 Given knowledge of the costs of u.edical eduction, est imate the rates 
of return on various types of medical eduction. 

d.	 Given certain assumptions concerning proportions of the population 
covered by the GHIO, alternat ive copayment levels and knowledge of 
price and income elasticities, estimate GHIO revenues and costs, and 
out-of-pocket expenditures likely to be incurred by beneficiaries. 

Other types of studies could be carried out and would be extremely useful for 
future health planning and health policy formulation. 

2.4 Analysis and Evaluation of Future Policies and Strategies 

2.4.1 Government Health Insurance Organization 

The description of the Government Health Insurance Organization (GHIO) is 
based extensively on a series of papers written by Dr. Carl Stevens, Professor 
of Economics, Re"ed College, and on interviews conducted with various GHIO 
officials by Ulembers of the HSA team. lbwever, since the author of this 
report has updated and in some cases reinterpreted facts and data, Dr. Stevens 
should in no way be held respons ible for the implications, options and 
opinions expressed in this report. 

Clearly, the most dramatic health policy initiative recently undertaken by 
goverrnJent is lhe decision to rapidly expand the Goverrunent Health Insurance 
Organization (GHIO). The GHIO currently covers 2.5 million people and is 
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-expected to ,~cover 3.0 million by the end of 1982., Sane Goverl'iJlent 
representativ~s. aspire to expaOO GHID coverage by an additional 5.0 million 
persons annually. Indeed, a stated object ive of a sub-coomi ttee of the 
People's Assembly is to "include all Egyptian citizens within the next ten 
years" • This coomitee of the People's Assembly estimates costs of 
maintaini~ the system at the aOO of ten years at "L.E. 600 millions". 
(Fgyptian Gazette article, March 1982). Analysis presented below in Section 
2.4.1. 5.1 of this r.eport suggests that such a cost figure represents a seriolJs 
underestimate, unless expansion were to be accompanied by a significant 
reduction in the quality of services delivered. 

The decision to expand the CHIO to cover all or even the majority of the 
citizens of Egypt is highly ambitious and warrants careful analysiR and 
appraisal. The broad outline of the system is described below under several 
subheadiI'lSs: Law, Regulat ion aOO General Organization; Beneficiaries and 
Financing; Facilities, Stuffing, and Personnel fulicies; and Management, 
Utilization. and Costs. 

2.4.1.1 Law, Regulation, and General Organization 

The GHID began operations in 1964 in Alexandria, where the great majority of 
beneficiaries are still located. The CHID has branches throughout Egypt, in 
regions divided as follows: Alexandrio'l and the north am southwest Delta; 
Canal Zone and the east ~lta; Tanta a'nd the center Ielta; Ca iro. Giza and 
upper Egypt; and Assiut am upper Egypt. 

At its creation in 1964, the CHI;) was a JX.lblic sector Service Authority 
subject to control and lr.c.:nagement by the Ministry of Ht:alth. However, in 
1979, its status was IOOdified and it was converted to an F.conomic Authority 
(or Economic Organization, accord ing to some translations). As a health 
sector Economic Authority, the CHIO. ha,s considerable autonomy over management 
decisions, is able to set rates of remuneration to salaried and contract 
employees at levels exceeding those admissible for JX.lblic service government 
employees, and is able to finance investment projects from operati~ surpluses 
or from foreign donors. Yet the GHIO is a government "creat ure.' As such, 
its activi ties are monitored by government. Directives are frequently issued 
by the Minister of I-ealth whil i 1 are compelling to the organization, such as 
the directive orderi~ the GH~O to periodically exparrl its coverage. All 
medical posts in the CHID must be authorized by the M[nister of Health, and 
financ iI'lS of the organization is administered uy goverrment uooer a network of 
goverrment-authorized social security schemes. Thus the GHIO is nei ther 
wholly private, nor wholly government. It is one of the unique creations of 
Fgyptian law that grew out of the ''Open D:>or fulicy" of 1975 designed to give 
greater flexibility to econanic am service organizations aOO authori ties in 
order to facilitate achieving the goals of the State. 

The two major laws authori zing the establishnent am operations of the GHIO 
are Uiw 79, originally enacted in 1964 and periodically since, and L:JW 32, 
enacted in 1975. Initially, public service sector aoo private employers of 
500 or more employees (wi th some exceptions) in the Alexandria area were to 
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becooe members of the GHID. This was lowered successively to 300 employees 
aoo was rec(fntly lowered to apply coverage to all nonagricultural employees in 
Alexandria. -. The GIUO, in turn was created to provide health servicE!s to all 
workers becOOli~ members of the GHID. Certain exceptions were aoo !:till arp. 
allowed in connection with can(X.Ilsory GHIO meni>ership on the part of firms 
which already had established health insuraree or direct provision of health 
services plans on behalf of employees. (Firms granted exceptions are required 
to contribute 1 percent of wages to the GHIO in the interests of "national 
solidarity.") Mmy of these plans exist, formed under the aegis of worker 
cooperatives; they are discussed in a later section below. The point that is 
important in this connection is that each health insuraoce or service plan 
must be approved, case by case, as an exception to GHID membership. Law 32 
required goverrnnent employees (central, and local governorate) to be brought 
into the system in 1975. 

2.4.1.2 Beneficiaries and Financing 

The essent ial difference between Law 79 aoo Law 32 concerns methods of 
financing and level of free benefits. Law 79 beneficiary services are 
financed by joint contributions of both public service firms and employees 
(3.0 and 1.0 percent of wages, respectively), which entitles employees to 
virtually "free" health services. Law 32 beneficiaries are financed by joint 
contributions of government, and employees (1. 5 ~md .5 percent of wages 
respectively). However, Law 32 beneficiaries are subject to co-payments up to 
~pecified maxima in connection with the receipt of services. Co-payments are 
scheduled as follows: 

a.	 25% of all drugs, outpatient procedures and appliances, with a 
maximum payment limit of L.E. 1.0. per perscription, procedure or 
appliaoc~. 

b.	 L.E. .5 per day of hospitalization duri~ the first two weeks, 
thereafter reduced to 25 P/day, with all drugs requiring no 
co-payment while hospitalized. 

c.	 5 P per visit to a GP. 

d.	 10 P per visit to a specialist. 

A related law, the Social Insuraree Organization Act, established an 
iooustrial accident program which provided for treatment aoo disability 
pension services resulting from labor related injuries (tral.lIla and 
occupationally-caused disease and disability). This program is financed by an 
employer contributon of 3 percent of wages. Of the contribution to the Social 
Insuran:e Organization, the GHIO receives a payment equal to 1. 0 percent of 
wages. 'These funds are pooled with Law 79 and Law 32 funds. In return for 
the 1.0 percent of wages contributed uooer the imustrial accident program, 
the GHIO is obligated to provide treatment of all imustrial-related disease 
aoo injuries. The GHID also provides preemployment phys ical examinations al"rl 
is obligated to conduct periodic health examinations (annually, biannually, 
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etc., depe~ing on the type of industry) on behalf of GHIO memers. Ibwever 
for this latter service, the GHD) also receives 50 P per examination. 

In addition, under the Social Insurarx:e Act M:x:Jification of 1980, pensioners 
may join the GHD) by contributi~ 1.0 percent of their pension. Widows may 
also join, by contributing 2.0 percent of their pensions. Widows and 
pensioners receive services free of copayments. 

During a three mnth period prior to retirement pen~ioners may elect to join 
the GRD) system. Under normal circllllStances, faili~ to elect GHID membership 
wi thin that period precludes merrbership at a later date. Initially 
comparatively few pensioners elected to join the system. However, as costs of 
service in the private medical sector have risen, more pensioners have wished 
to beccme members of the GHID. Governnent recently authorized a six-month 
"open enrollment periodll during which pensioners who had not previously joined 
the GHD) could enroll. The nunber of pensioners enrolled in the system 
approximately tripled, from 17,000 to 55,000 currently. 

Beginni~ in January 1982, a trial program of enrollment of depeOOents was 
initiated in Alexandria. The initial program was designed by GRID in 
collaboration with the High Institute of Public Health in AlexaOOria. The 
program currently covers 30,000 dependents of law 79 beneficiaries. No 
extended family coverage is provide<i. Coverage of dependents is financed by a 
.5 percent of wages contribution by the worker beneficiar.y for a spouse and 
each child. This contribution is matched by the employer at the same rate ( 
.5 percent of worker wages for spouse and each child). However, service 
delivt::ry is accanpanied by a schedule of co-payments which is as follows: 

a.	 35 percent of drugs, with no lnnit 

b.	 50 percent of the daily cost of hospitalization up to a limit of L.E. 
5.0 

c.	 50 percent of the cost of X-ray aOO lab costs with no limit 

d.	 15 P per visit to a GP 

e.	 30 P per visit to a specialist, aOO 

f.	 L.E. 1.25 and L.E. 1.50 for heme visits by a GP or specialist, 
respectively. 

Currently the GHID is said to be prepariq; to provide school coverage in 
addition to the population coverage described above, but the nature and extent 
of that activi ty are unknown. 

Bri efly, the current enrollment in the GHIO wi th members elig1ble for health 
services is 2.5 million, of which 55,000 are pensioners and 30,000 are 
deperdents of workers. Total enrollments are expected to reach 3.0 million by 
the end of 1982 with cOOlplete coverage of all nonagricultural workers in 
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Alexandria •..~ Vk>rkers covered under the industrial accident program· total 
rOLghly 5.0- million. The pool of pensioners potentially eligible stands at 
nearly 1.0 -mf1lion. The number of pensioners increases at an annual rate 
rOLghly equal to 4.0 percent of the urban labor force of 5.0 million workers. 
This implies an annual rate of increase of 200,000 in the p:>ol of pensioners 
who, as will be explained below, consume a value of services (approximately 
L.E. 44 per pensioner annually, estimated by the M[nister of Health, a fonner 
Director of the Alexandria GHIO, to be as high as 48 L.E. per pensioner) 
greatly in excess of revenue contributions to the system (L.E. 4.2 per 
pensioner annually). 

2.4.1.3 Facilities, Staffing, and Personnel Policies 

Currently the GHIO operates 20 hospitals under its own control, compnslI'~ 
3,526 beds. In addition, bed space is leased from the M[nistry of Health on a 
contractual basis. The bed-to-pof>ulation ratio stands at about 2.2/1000 
population, which coopares to 2.0/1000 in the goverrnnent sector. lbwever, 
since 1979 the GHIO has not received financing for construction or purchase of 
hospitals from government investment fund sources. Since operating revenues 
from all sources just barely cover costs, the GHIO is hard pressed to acquire 
ownership of hospital space. LeasiI"'~ space from the M:lH up to now generally 
has involved leasi11S a fraction (a ward, wi11S, etc.) of t-OH facility beds, 
hospital by hospital. Leasing space fails to provide GHIO wi th management 
control over staffi11S and drug am supply utilization, both of which are 
essential for medical effectiveness and cost contairunent; these latter GHIO 
regards as hallmarks of its system. Also most MDH hospitals physical 
facilities are not up to GHIO standards. 

Staffing ratios have been established and attempts are made to rigidly adhere 
to them. fbwever, the GHIO has encountered sooe difficulties in recrui ting 
adequate numbers of staff. Each GP is expected to handle 2000 beneficiaries. 
A house officer (resident physician) is provided for every hospital department 
or for every unit of 40 beds, whichever is smaller. One nutrition specialist 
is provided for every 100 beds, and one assistant for each SO beds. A 
nurse-bed ratio of not more than 1.4 is maintained. One laboratory am one 
X-ray technician are provided for every 50 beds, and a social worker and 
public relations person for every 100 beds. (A complete list of target 
staffing ratki for the GHIO Alexandria branch is presented in the &alth 
Mar.power Report authored by Dr. Doris Storms.) 

The GHIO has five nursing schools. These are certified by the mE and are 
believed by -GHIO to be of a higher standard of Secondary School than is 
generally the case in Egypt. 

Specialty services are provided in polyclinics, of which 17 are located in 
Alexandria. A GP clinic is located on the grounds of each firm employing 300 
or more workers. Otherwise, GP clinics are located centra lly in areas of 
concentration of small finns. 
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~(iical scJ:1ool faculty menDers are contracted to work in GHIO hospitals. GlnO~ 
estimates that approximately 90% of the medical school faculty in Alexamria':: 
work in G~IO hospitals and polyclinics. Beneficiaries cannot choose their own~ 
phys ician." : A standard drug list is developed by a board of university 
professors and is continuously revised. GPs are restricted from prescribing 
highly specialized drugs. Drug supplies are contrActed from pharmaceutical 
finns which directly supply hospitals and clinics. 

GHIO operates by means of both a direct and an irrlirect method. .The direct 
method involves hospitals and clinics owned or completely controlled by the 
GHIO and staffed by salaried personnel. The imirect method involves leasirl?; 
space and contracting for services of personnel. . 

Sioce 1979, as an economic service authority or organization, the GHIO has 
greater flexibility wi th respect to personnel managenent, recruitJnent, and 
renumeration policies than is the case with public sector enterprises. 
lbwever, the GHID is not free to recruit as many salaried physicians as it 
wants. The GHIO can only recruit up to the nllnber of M:lH sanctioned posts. 
The number of such posts is strictly established by the MOH 'on the basis of 
the national interest." The GHIO complains of a shortage of sanctioned posts 
and has to resort to indirect service procurement more than it would like. 
~dical graduates do not express a high preferen:e for GHIO employment. Whi Ie 
they rece ive higher pay than they would receive in government services, the 
higher pay is for extra work and, if salaried, they are not permitted to 
engage in private practice. 

GHIO pay to salariE~d physicians and to nurses is based on goverrment rates of 
pay and allowarx.:es. lbwever, the GHIO is able to go beyond this by 
st..pplementi~ physicians and nurses salaries by up to 100 percent. Currently, 
the GHIO is 'getting by" by supplementing physician salaries on the average by 
around 50 percent, with administrative personnel receivi~ supplenents of up 
to 70 percent. All receive an annual bonus of one month's salary in addition 
to the above rates. An Extra service session conducted on a daily basis in 
the afternoons (2:00 - 4:00) or in the evenings (5:30 - 7:30 p.m.) results in 
a salaried physician earni~ to an extra 30-40% of salary. Part-time 
phys ic ians rece ive roughly 30 percent above goverl'lJlent scale, but of course 
maintain their own private practices. 

Specialty services are contracted on the basis of three-hour sessions at rates 
of L.E. 3.0 to L.E. 6.0 per session, depending on the physician's experien:e 
and the nature of the medical specialty. Generally it is expected that a 
specialist will see 15 patients during a "session" and can receive pro rata 
compensation for patient loads in excess of 15. Ther~ is no legal 
(goverrment>- limi t on rates of pay to GHIO contract physicians, although 
availability of fums serves as an ultimate constraint am the GHIO is, am 
must be, extremely cost conscious. 

The GHIO has difficulty in recruiti~ physicians. It is reported that 88.0 
Eercent of GPs are unsalaried part time contract employees. In Alexandria, 
patient-to-GP ratios average 2400:1, which is beyond the norm of 2000:1. Last 
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year the" Alexandria GHID branch ran two advertisements for additional~ 
physiciana (either full-time or contract). Only 200 physicians out of 2,OOQ 
or so registered wi th the medical syndicate expressed any interest. The 
medical syndicate is "soft" toward the GHID and is reported to have resisted 
its expansion, particularly in Cairo. The syndicate has proposed its own 
scheme of expanded private sector health services delivery to both governnent 
and to donors which suggests that it sees the GIUO as a rival. 

However, it appears that the GHID would not have great difficulty in 
recruiting physicians, if it could afford to offer higher rates of 
canpensation. However, it is clear that whether these rates constitute a 
sufficient "supply price" is related to rates of earnings available to 
physicians in the private practice sector, and these latter have been rising 
very rapidly in recent years. 

The GHID is not able to effectivelv treat all illnesses with its current 
facilities and personnel. In 198i, 60 patients were sent for medical 
treatment abroad. Expenses were paid by the GHID. The GHID is anxious to 
expand its treatment capabilities to a level sufficient to u3ke it unnecessary 
to send patients abroad for treatment. However, when suggested that a careful 
cost study might reveal that it is cheaper to send a small number of patients 
abroad than to develop the technicians, acquire equipment, etc., required to 
develop a local capacity to treat all illnesses, the GIUO in Alexandria 
expressed interest in such a study. The Alexandria GHID is currently 
exploring the possibility of increasing local referral to university teaching 
hospitals as an additional option. 

2.4.1.4 Management, Utilization and Cbsts 

Each beneficiary of the GHIO carries a passbook containing name, code number, 
picture, and a medical record. At each contact with the GHIO, diagnostic and 
treatment record data are entered. This information is a"!so recorded at each 
point in the GHIO system and is forwarded to a central facility for eventual 
tabulation. Thus the GHID is able to maintain excellent re~ords on 
utilization by type of service, physician, and place of treatment, including 
drug utilization. In fact, one of the tru::'y impressive aspects of GHID 
operation is data collection and management control, including monitoring of 
utilization and cost rates. The Alexandria GHIO bran:h is in the process of 
developing a computerized health information system with USAID assistan:e. 

One area of difficulty con:erns drug over-prescription. Drugs constitute 50 
percent of total GHIO costs. This high cost percentClge is explained by GHIO 
authori ties as a result of the fact that other cost elements are low in 
price. GHIO authorities also suspect that merrbers sanetimes su1:mit themselves. 
as ill for the purpose of acquiri~ drugs for ment.,ers of their families or, 
less frequently, for sale. Other :x'ssible explanations include the low 
quality of contract physicians who tend to overprescribe medications, lack of 
appropriate laboratory and other diagnostic support elements, and lack of 
close monitori~ and supervision of physicians prescribi~ patterns. Clearly 
the GHIO should be doing more in the area of drug cost control, particularly 
in terms of monitori~ prescribi~ patterns of in:Jividual physicians. 
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GHIO directly controlled hospitals and clinics appear to be well organized and 
managed, particularly by comparison with M:>H facilities. However, in cases 
where space' fs leased in M)H facilities, management and organization appears 
to be a problem. The GHIO beneficiaries expect a higher standard of care in 
the GHIO wings and wards. Yet, the GHIO has difficulty in maintaining 
adequate staffi~ and supplies and in maintaini~ effective management over 
portions of facilities that they do not canpletely control. This suggests 
that future expansion of GHIO, if carried out with principal reliance on 
hospitals and clinics leased from the M:lH, is not likely to be as smoothly 
managed as the current smaller system. Mbreover, the GHlO has been operati~ 
for 18 years principally in the Alexandria area. Principal administraters 
have been managi~ the system for at least 12 years. The High Institute of 
PUblic Health in Alexandria has been working with the Alexandria mIlO and this 
has had an important favorable consequeoce for management and cost control. 
Wi th mass·ive expansion throughout the nation, new managerial personnel and 
health professionals will have to be trained and become disciplined to adapt 
to the practices of the GHIO management and cost control systems. It is not 
clear whether or not the High Institute of Public Health can stretch its staff 
to assist the GHIO to expand coverage nationally. 

Clear.ly, expansion is likely to encounter significant management problems, and 
the implication is that, at least for a time during the expansionary period, 
costs are likely to be less effectively controlled than they are within the 
GHIO system at present. Currently, the GHIO can m:mitor each physician's 
performaoce. If dissatisfied with the services of physicians on contract, 
they can be terminated on one month's notice. However, given massive 
expansion and the difficulty of recruiti~ physicians, particularly in view of 
the plans to expand organized care on the part of the physicians' syndicate 
and curative treatment organizations (possibly fueled by private health 
insuraoce plans), the GHIO will find it difficult to enforce disciplinary 
san: tions on the 1imited mnnber of physicians made available for GHIO service. 

Review of personal service utilization rates on the part of non-copayment 
beneficiaries in Alexandria in the year 1981 reveals average annual visits per 
GP and specialists to be 6.0 and 1. 5, respect ively. Rates of average annual 
GP and specialj~t utilization on the part of Law 32 beneficiaries (co-payment 
beneficiaries) ~re 4.0 and 1.0 per GP and specialist, respectively. 

2.4.1.4.1 Demand elasticities 

A matter of considerable interest pertains to the .different rates of 
utilization of various treatments (X-rays, lab tests, and prescriptions) 
existing between non-copayment beneficiaries (Law 79) and Law 32 patients, in 
view of tne 25 percent co-payment requirements applying to Law 32 
beneficiaries. Of part icular interest are the approximate price elast icities 
of demand implied by observed differeoces in rates of utilization between 
these two groups. AssLm1i~ that physician judgments, management factors, 
inciden:e and prevalence of disease patterns, etc., are the same for 
non-copayment beneficiaries and Law 32 beneficiary populations , observed 
differences in utilization, expressed in percentage terms, permits rough 
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estimates of price effects on utilization. This infonnation is vitally 
important .to forecasti~ levels of demaoo for services umer varyirg 
assllIlptions of co-payment accOOlp3nying the expansion of services to Jimilar 
populations in the future. It also provides insights as to the probable 
price, revenue and utilization effects of taxes levied on the source of health 
services transactions involvi~ similar populations consllI1i~ health services 
in the private medical sector. Ulta indicating differerces in rates of 
utilization between Law 79 am Law 32 populations are available for the 
Alexandria area for the year 1980 and are presented in Table 2.4.1.4.1.1 
below, along with estimates of price elasticities of demand. 

Table 2.4.1.4.1.1 

Estimates of Elasticity of Demand* 
Reflecti~ Consequerces of 25% Co-Payment, 

GHIO Alexandria, Beheira, and Marrouh, 1981 

Law 79 Law 32 ED* 

Average Prescription Rate/Year/Beneficiary 6.0 3.0 - 3.0 

Average X-Ray/Year/l,OOO Beneficiaries 150 100 - 1. 7 

Average Lab Visits/Year/l,Ooo Beneficiaries 750 400 - 2.7 

Source: Raw data provided by Dr. Ramsis Riad, Deputy Director and Supervisor 
of Medical Services, GHIO, Alexandria. Calculations by the author. 

* Elasticity of demand (ED) may be calculated ceteris paribus as the 
percentage change in quantity demanded relat ive to percentage change in 
price. All price percentage cha~es a~e assumed to be 25 percent, since Law 
32 beneficiaries are required to pay a 25 percent co-payment while Law 79 
beneficiaries do not. Elasticities are calculated as average "arc" 
elasticities. Elasticities exhibit negat ive signs because of the inverse 
relationship, existi~ between price and quantity demanded which prevails in 
the ''normal' case. 

Note that these estimated elasticities are minimal estimates in all cases 
sirce co-payment limits are set a a maximum of L.E. 1.0. per transaction Thus 
a 25.0 percent co-payment is effective only on transactions whose total costs 
are L.E. 1.0 or less. The co-payment percentage is less for transaction whose 
price exceeds L.E. 1.0. For example, given the upper limit per transaction 
co-payment of L.E. 1.0., the percentage co-payment required in the case of a 
transaction costi~ L.E. 10 is only 10.0 percent. Also note that all drugs 
are provided free to Law 32 beneficiaries while hospitalized thus further 
suggesting the minimal ra~e of the drug demand elasticity coefficients 
presented above. 
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The data show that the elasticities of demand for these health services are 
highly price ~lastic, ra~ing from a low of approximately - 1. 7 in the case of 
X-ray use to a:high of approximately - 3.0 in the case of rate of prescription 
utilization. 1hese elasticities are greater than unity in absolute value (and 
are therefore said to be elastic, in economics jargon); they are much higher 
than those found in empirical studies in the U.S.A. This is not surprising, 
in view of the fact that iocomes are much higher in the U.S. than in Fgypt. 

An elast icity of-2.0 ind icates that a price iocrease of 10 percent would 
result in a decrease in utilization of twice that percentage, Le., 20 
percent. The fact that these est imated elast icities are greater than unity 
(in absolute value) also suggests that the GHlO is pricing services in the 
range of the demand curve for medical services which would be consistent with 
(but not necessarily implying the fact of) profit maximization. Actually, 
total revenue would be maximize(j if copayments were set at levels at which 
price elasticity of demand were unity. 

Observed rates of utilization in the case of noocopayment beneficiaries are 
probably on the high side, due to the inclusion of 33,000 pensioners along 
with the 500,000 beneficiaries covered under Law 79 and industrial accident 
programs. But given the relatively small percentage of pensioners 
(approximately .6 of one percent of the total nunber of noncopayment 
beneficiaries) the effect of pensioners cannot be of great significance as 
concerns these calculations. 

Price elasticities of demam for drugs and laboratory visits are extremely 
high, -3.0 and -2.7, respectively. This suggests that a 10 increase in price 
would decrease utilization by 30 and 27 percent, respectively. Given the 
elasticity of supply, ceteris ~ribus, these data suggest that the incideoce 
of a tax levied on drug prescription or laboratory visits in the private 
medical sector would fall mainly on providers and not on consumers. That is, 
given the elasticity of supply, and highly elastic demand, the effects of an 
excise tax levied at the source of supply will result largely in more than 
proport ional declines in utilization and only modest increase in prices to 
consumers. By levying an excise tax on private providers, significant revenue 
could be generated by government which could be used to finance the expansion 
of the quantities and qualities of services to poor populations. 

Diocussions with GHIO officials and examinations of GHIO documents reveal 
hospital occupancy rates averaging approximately 70 percent overall. This 
s~gests excess capacity in terms of efficiency. However, low hospi tal 
utilization rates, other things equal, are consistent with good management and 
cost control•. Patients enter hospitals in the GHIO system only as the result 
of strict referral. However, in view of this low rate of hospital 
utilization, it is not difficult to see why goverrment is not anxious to 
provide additional finaocing of GHIO hospital L~cquisition. 

However, as the GHIO expands, its volume in its present locations hospi tal 
occup3ncy rates will undoubtedly rise, warranting GHlO acquisition of 
additional hospital space thro~h leasing, purchase, or construction. 
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Clearly, the GHID will need to acquire additional hospital space as it expands 
coverage regionally beyooo the sites of its current operations. 

2.4.1.4.2 GHIO lbspital Costs 

Bed costs for GHIO hospitals are reported to be L.E. 3,000 annually, with 40 
percent of these costs fixed, implying a total variable cost of L.E. 1800 per 
bed annually. Drug costs are estimated by GHIO. to be 45 percent of annual 
total costs per bed, or L.E. 1350. Therefore drug costs constitute 75 percent 
of total variable costs per bed: . 

Taking account of a 70 percent occupancy rate yields 255 (365 x .7) days of 
occupancy per bed. Alexandria GHIO hospitals repor.t an average le~th of stay 
of 8 days. nividi~ 255 by 8 yields 32 as the average number of patients per 
bed. Further dividing L.E. 3000 by 32 yields L.E. 93.75 as an estimate of the 
averagE:: cost per patient stay (i.e., per case admitted to the hospital) in a 
GHID hospital or L.E. 11.72 (L.E. 93.75 divided by 8) as the average cost of a 
patient day. Subtracti~ fixed costs at 40 percent yields L.E. 7.03 as the 
average variable cost of a patient day or L.E. 56.25 as the average variable 
cost of a patient stay. Recalli~ that drug costs const itute 75 percent of 
variable costs yields L.E. 5.27 and 42.56 as estimates of drug costs per 
patient stay and patient day i!1 Alexandria GHIO hospitals. 

Drugs are given at no cost to patients in the case of hospitalization of both 
Law 79 and Law 32 beneficiaries. If the elasticities calculated above (which 
appear to be low) are assuned to apply to hospital drugs in general, a 25 
percent copayment of drug costs would reduce costs per patient day in an GHIO 
hospital by L.E. 1.3 or would reduce costs per stay by L.E. 10.64. 
(Co-payment costs are assumed to be fully borne by the patient in the case of 
hospitalization, since physicians can essentially force the patients in 
hospitals to buy drugs, i.e., make copayments, whereas the patient can choose 
not to have prescriptions filled outside of the hospital). This would appear 
to impose a si~lificant hardship on many patients. 

However, in the pilot program incorporating dependents in the Alexandria area, 
drug copayment requirements are set at 35 percent. Ceteris rribus, a 35 
percent copayment levied on the average would save the GHIO (.3 x L.E. 5.27) 
L.E. 1.8 per patient day or (.35 x 42.56) L.E. 14.9 per patient stay, which of 
course are significant savings. However, savings would be effected by making 
patients bear these costs, which in many cases would constitute a severe 
hardship. This ·conclusion is supported by the fact that only five dependent 
hospital admissions have occurred during the six months that dependents have 
had access to GHID Services. (Personnel communication to the author, 
April 1982 by Dr. Ramsis Riad, Deputy Director aoo Director of Medical 
Services, GHIO Alexandria). 

There is a clear need to conduct studies of the financial capacity of families 
to bear the c~~~ts of illness (both in volllI1e and timing) in the GHID System 
(if not throLghout Egypt generally). Higher subscription rates may be 



.:.:&=.:a::.:l:.:t;.:.:h....;Ib~l;,;;;,ic;;;..ye.-.;;..Re=v..;..;l;.,;;·e;..;.;w....t.,....;H;.:.:S~A~p....;J:.:e;.;;;f..;;;.f,;;;.;er;.,;;s;.:,,_A;.,,;jp:.:r;.;;;i;,;;;,1....;1;;.;.9...;;,,8,.;;.2 ....;Page 69 

uire extra 

2.4.1.4.3 Lack of Actuarial and Economic Analytical Foundations 

One of the problems with the GHIO system is that it does not appear that 
scheduled copayment levels are based on actuarial criteria taking into account 
probable levels of risk, reflecting the incidence and prevalance of disease in 
covered populations. Copayment levels are also not established on the basis 
of economic relationships such as demand elasticities or on a determination of 
capaci ty to pay. The GHIO appears to he proceeding on a basis of trial and 
error. GHIO representatives are aware of this and have reqested technical 
assistance in these areas. 

Deperdents of exist i~ beneficiaries are likely to exhibit higher risks am 
ceteris paribus, consequent higher rates of utilization and cost generation. 
These rates are not easily predictable, given that the existi~ GHIO data base 
pertains solely to a different risk population (essentially male industrial 
workers). Existi~ data should be supplemented by field surveys of population 
risks and capacity to pay which could serve to establish copayment 
at satisfactory levels in terms of probable utilization, costs, 
capacities, and revenues. 

schedules 
financial 

2.4.1.5 Costs per Beneficiary, Revenues, and solvency 

Costs per beneficiary in the GHIO system for 1982 are estimated at L.E. 20.0. 
This compares to roughly L.E. 4.6 for the MJH. l-bwever, it is to be 
eIIlf*1asized that the GHIO is predominantly a cura tive service organization. 
Very little illness or disease prevention or health pranotion services are 
provided by the GHIO. Pre-employment and periodic health examinations to 
industrial accident beneficiaries appear to be the only such service offered. 
The GHIO has expressed an interest in proIOOti~ family planning and is only 
just beginning to think about other health promotional service programs, i.e., 
family health, irrmunizations, etc. Yet these activi ties are important to 
reduci ng costs of services, particularly in connection wi th contemplated 
massive expansion of coverage to include a substantial proportion of women am 
children as well as employed males. 

Currently the GHIO is just breakirg even. Actually deficits ~ beilJS 
generated under Law 79 and 32 programs. These deficits are being covered by 
surp1Llses originati~ from the 1.0 percent wage contributions of the 5.0 
million workers covered under the industrial accident fund and from a 1.0 
percent wage contribution from other employee insuraoce systems (e.g., the 
Railway WOrkers Organization). Without the pooli~ of funds from all sources, 
the GHIO technically would be insolvent in connection with its Law 79 am 32 
programs. 

Given that the GHID is just breaki~ even currently, arrl assuming that per 
uni t costs remain constant, the GHIO system car continue to break even only if 
wage levels of newly covered workers equal those of workers already covered. 
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In fact, however, per unit costs have been nSlIlg rapidly in recent years. 
Thi s means' that in order to remain solvent general wages must increase as 
rapidly as costs of inputs to the GIHO, unless per unit GIUO costs can be 
lowered throtgh better managanent and cost control. However, wi th the rapid 
expansion required to cover 5.0 million additional beneficiaries per year, it 
seems extremely unlikely that per unit costs will fall much, if at all, due to 
various factors discussed above. This is particularly true if space must be 
leased from MOH and others not under complete GHIO control. 

2.4.1.6 Expanded Coverage of Pensioners and Agricultural Workers 

1\010 special segments of the population of potential increased beneficiaries 
warrant specific analysis. These are pensioners and agricultural workers. 

Currently only 55,000 pensioners are covered by the systan. Pensioners pay 
only 1. 0 percent of pensions (widows pay 2.0 percent) and all services are 
free. The pensioner beneficiaries are generally elderly (the general 
retirement age is 60 years) and thus as a population they are heavily affected 
with the chronic degenerative illnesses of the aged (heart, stroke, cancer, 
etc.). These illnesses are expensive to treat. In a sense, pensioners are 
like Medicare recipients in the U.S. 

Currently, on the average a pensioner contributes roughly L.E. 4.0 to the GHIO 
annually. However, costs of providing services to this group average roughly 
L.E. 44 annually, yielding a net deficit per pensioner per annl.lI1 of 
approximat~ly L.E. 40. 

Currently, these losses are being covered by surpluses originating in the 
system, principally from industrial accident funds. But growth in coverage of 
thi s population can easily pull the GHIO systan into insolvency. The future 
growth in the numbers of pensioners who will became eligible for membership in 
the GHIO systan is projected to reach 1.0 million by the end of 1982 and to 
increase by 1•• 0 percent net of the urban labor force annually for several 
years. Given an urban labor force of 5.0 million, net growth in the numbers 
of pensioners approximates 200,000 annually. Adding the 1.0 million 
pensioners currently eligible to become members of the GHIO systan to the 2.0 
million who will become eligible for membership in the system over the course 
of the next 10 years yields 3.0 million pensioners as potential beneficiaries 
of the system over a 10 year period. 

Assuming that revenues originating from all beneficiaries of the GIUO keep 
pace wi th increases in per uni t costs of services implies that the GHIO wculd 
just break -even on servicing all existing beneficiaries (including 55,000 
existing pensioners) and new nonpensioner beneficiaries newly covered by the 
systan. However, even assuming that increasc::J costs of service just equals 
increases in revenues per new pensioner beneficiar.y, a d~ficit of L.E. 40 
would be incurred for each new pensioner beyond the existing 55,000. The 
nunber of such new pensioner beneficiaries would total 2.945 million (3.0 
million - 55,000) in the year 1992. Given atl annual losf:'. of L.E. 40 per new 
pensioner beneficiary, the annual GHIO deficit would approximate L.E. 117.0 
millions in the year 1992. 



_He~a;;;";;l~th~P;..;:o;..;:l;.;;;.i.;;;,,cy~Re;;;;;.v.;...;i:..;e;.;;w;.r.'...;HSA..;;;;,;;,,;;.r.,...;J:..;e;;.;;f;.;;;.f.;:;;er:..;s~,...;Ap;;..;;l;,;r:..::i~1...;1::.:9;..;:8~2 .....;Page 71 

Sane of this deficit may be covered by surpluses originating from 
contributi{)ns of 1.0 percent of wages to GHIO from the Industrial Accident 
FUnd. Ibwever, it is believed that all industrial workers are currently 
covered and thus are already contributing the surpluses that are allowing the 
GHIO to just break even currently. Growth of the nUIrber of industrial workers 
in the future will not suffice to contribute revenues sufficient to cover much 
or any of the L.E. 117.0 million annual deficit projected to arise by the end 
of the caning decade. 

It is clear, that as far as bri i eli ible 
large nlJnbers is con:erne ,ei er costs must ec ioe, contri ution rates rom 
various beneficiaries must rise, government must subsidize the GHlO system on 
current account in the not so distant future, or the quality of services must 
decline. 

The goverrment policy of expaming coverage to agricultural workers 
(approximately 3.0 million) also JX>ses SOOle significant finaocial problems. 
In a nutshell, these problE!l1S involve determining appropriate bases am 
mechanisms for assessments of contributions to the GHID system. The bulk of 
agricultural workers, estimated at 75.0 percent of the rural work force, do 
not earn wages. Developing an administrat ive mechanism for collecting such 
assessments in rural areas would be very difficult. Another issue is whether 
agricultural workers can afford to pay (prepay) the full costs of their 
utilization of health services. 

Some analysts have suggested assessing cJgricultural cooperatives am contracts 
with millers and other processors as the basis for contributions of 
agricultural workers to the GHIO system. However, not all carmodities are 
marketed through cooperat ives or through contracts wi th processors. Thus a 
good port ion of the value basis for assessment is not conveniently 
administratively assessable. To the extent that fixed taxes could be levied 
on transactions, the result would be taxes that are sharply regressive. The 
same would be true of taxes assessed on land holdings unless a provision were 
made for graduating the tax based on the value of land holdings. It also 
should be noted that in 1978 the existing land tax, national defense tax and 
nat ional secur i ty tax const i tuted a total tax equal to 30 percent of the 
rental value of land. Given national object ives of attaining food 
self-sufficieocy and the urgeocy of doir~ this in view of a prospective 
leveling off in rates of foreign exchange acquisition and the resultant 
dllninishing capacity to import food from abroad, coocern must be expressed for 
JXlssible food production disincentives which could result from increasing 
taxes on agrfcultural production in general. 

It is estimated that, roughly speaking, incomes of rural dwellers are one-half 
of the income of those living in urban areas. Thus a serious question exists 
as to whether or not it is fair or even JXlssible for rural dwellers to pay the 
full costs of services made available to them. Unless it is possible to find 
an administratively appropriate and feasible way to assess agricultural 
workers for the full costs of their utilization of GHIO health services, it 
would appear that sane transfer subsidy scheme must be developed and 
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implemented in order that the GHIO not incur deficits or drastically reduce 
quality of s-ervices as a result of expand i~ coverage to thi s population. 

Prospects of the need for subsidy are even greater when one considers the cost 
implications of extendi~ coverage to all workers and dependent populations. 
A sub-ccamittee of the People's Assembly has estimated that the annual cost of 
providi~ GHIO coverage to the entire population at L.E. 600 million at the 
end of 10 years. However, given that costs per benefic.iary are L.E. 20, even 
if annual per beneficiary costs remained constant, total annual costs of 
providi ng GHIO services to even the existing poPJlati,'::>n of 42 million would 
total L.E. 840 million. Given this level of underestimation of costs, it 
would appear that complete poPJlation coverage could not be accomplished 
without serious deterioration in quality of services unless additional 
revenues are somehow made available to the GHIO in the near future. 

2.4.2 Alternative Health Insurance and Service Schemes 

As the Health Services System Report indicates, there ar.e nllI1erous suppliers 
of health services in addition to the twVH and the GHIO. Of part icular 
interest to {X)licy is the fact that these agencies currently are rendering 
care to populations similar and in some cases identical to those served by the 
GHlO. Some of them are operating strictly as employee health services 
insurance delivery organizations (e.g., the Railway Employee Organization). 
Others offer services on a fee for service basis (e.g., the private medical 
sector and the Cairo and Alexandria curative care organizations. 

2.4.2.1 The Raihvay Elnployees Organization 

The Ra ilway Employee Organization (RED) has been operatirg for 32 years. At 
one time health services were provided to the telecommunications workers, but 
these workers voluntari ly broke away from the RID am enrolled in the GHIO. 
The reason for doing so was that at that time, the GHIO was very generous t'lith 
sick leave. Since workers received the basic wage while on sick leave, the 
GHIO was an attract ive insurer. Since that time, however, bonuses and 
allowances have greatly increased and workers no longer desire to stay off the 
job and miss bonuses, overtime and extra allowances that are not fortocOO1ing 
whi Ie on sick leave. Last year the telecoornunication workers petitioned to 
rejoin the RED but the organization refused them membership on the grounds 
that they can maintain a high quality of care only with a limited enrollment. 

Technically the RID is authorized under Law 79 as an exception to mandatory 
enrollment in the GHlO, due to its existence prior to the pG'ssage of Law 79 
(1975). Still, the RID contributes 1.0 percent of wages to tI,e GIHO in the 
interests of· social solidari ty and claims it is happy to do so. ~dical 

administrators of the RED claim that the care offered by them is better than 
that offered by the Cairo GHIO and is cheaper. Note that care is provided by 
the firm and workers make no direct contributions from their wages. The RID 
currently covers 80,000 middle and upper middle class employees am their 
families, approximately 320,000 people (80, 000 x 4). All services are free to 
both workers and dependents. The curt'ent budget is L.E. 2.25 millions, 
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suggesting an annual cost of slightly in excess 'of L.E. 7.0 per beneficiary. 
This budget i.s higher than last year's budget by L.E. 100,000, but last y'ear 
more employees (81,000) were employed by the railway. last year's costs per 
beneficiary wot:ild appear to have been rOLghly L.E. 6.64. This sLggests that 
costs per beneficiary increased only on the order of 5.0 - 6.0 percent over 
the last year. 

The RED operates three hospitals, by far the largest bei~ the Railway 
Ibspital in Cairo with 500 beds, the other hospitals being located in 
Alexaroria arxl Tanta totalirg together an additional 100 beds. Bed space is 
leased from the M:>H at an average rate of 12 beds per toonth. In total, the 
RID employs 146 salaried physicians coverirg 11 medical specialties. 
Currently the Railway Ibspital employs III physicians but only 47 nurses, and 
has requested 63 additional nurses from the KlH. The RED operates 17 
outpatient clinics at various locations throughout the nation. The RID has 
its own pha~acies in its hospitals and clinics and is able to buy drugs at a 
15.0 percent discount. All rirugs ace dispensed free and cost the RID only 
L.E. 192,000 out of total costs of L.E. 2.25 million or rOLghly 8.6 percent. 
This contrasts sharply with the 50.0 percent of total costs that drugs 
constitute in the GHlO. 

Note that all. physicians a:e salaried. ~ysicians receive L.E. 80. - 150 pe~. 
month, dependIng upon speCIalty and experIence, and work 6-hour shIfts. They· 
are allowed to maintain private practice durirg off ho~'!'s. Last month the RID 
hospital in Cairo experimented with allowing physicians to use four beds for 
economic patients. The hospital netted L.E. lOOO~ The RID is maki~ plans to 
increase the number of econanic beds in the future. 

The RID offers inoculations to children and family planni~ services (which 
administrators admit are seldom used) and elective surgery to all ~.:~~nts. 
HO\o.ever RID requires permission from supervisors as to the timi~ of surgery 
in the case of elect ive surgical requests from employees so as not to disrupt 
production unduely. All workers receive preemployment physical examinations, 
which are repeated every three years. Workers are pressured to undertake 
surgery when medical necessity is indicated, under the threat of losing their 
jobs. Glasses, dentures, and prosthetic devices are available free to 
beneficiaries when needed. 

Each year, three to four cases are sent abroad for treatment and two or so 
cases are referred to university hospitals for sophisticated treatment. 
Generally, the RID system is regarded as a very high quality system. 

2.4.2.2 Medical Syndicate Initiatives 

2.4.2.2.1 Description of MS/MPCI 

Virtually every physician in Egypt is a menDer of the Medical Syndicate. 
Technically, merrbership is regarded as tantaIOOunt to licensure. The Syndicate 
exerc ises a strorg i.nfluerce on national health policy. Merrbers of the 
Syndicate sit on all of the major health advisory boards and councils, 



.;.;;Ha;;.;a;;;.;;l;..;;t..;.;.h....;;Po;...;;...;;;l.;...ic y"--"-Ke..;;..·.;...Vl;;...;" .... .Page 74..... e.;...w,-,-,_HS_A,-,-,_Je-,-f_fe_r_s,-,-,_Ap_r_i_l_l_9_8_2 

i.ncluding the National Haalth Couocil (The Health Board), which are standing 
bodies advisory to the Minister of Health. The head of the Syndicate is also 
a member of i:h~ People's Assembly. 

The Health Profile of Egypt study revealed that at least 80.0 percent of the 
active physicians in urban areas d ~vote late afternoon and evenings to private 
fee-for-service practice after fu fillirg their goverrment job obligations. 
There is evidence that the majorit.' of goverI1I1ent physicians posted to rural 
areas ergage in private practice al~o. MOH physicians assigned to rural areas 
are pennitted to make home visits or treat patients in their own banes for 
which they charge tax-free fees. The Health Profile of Egypt (HIDE) a1:.;v 
states that the private health care system is used primarily by "upper and 
middle in:ane Egyptians" (HIDE, Publication No. 15, March 1982, p. 9). 

~ile adequate statistics are lackirg, interviews wi th private physicians and 
persons having access to tax records indicate that private mediCAl practice is 
lucrative and is becoming increasingly profitable over time. This fs 
part icularly the case for medical school professors am GPs am specialists 
who have been able to acquire and operate clinics. An imetenninate number of 
these clinics have 1-4 inpatent beds, something short of the five inpatient 
beds which would cause a clinic to be classified as a hospital and thus would 
make it subject, technically, to staffing, equipment, and other regulation by 
the MJH. (lbwever, the MJH has drafted .1 new law that will requ ire all 
private practices to become licensed am subject to regulations. See Section 
2.1.4.1. itp.m (i) of this report.) 

Ma~ of the urban based physicians and some rural physicians operate private 
clinic/hospitals. The HFOE states that "small proprietary hospita::'s under a 
variety of ownership arrangements account for less than 5.0 percent of 
hospital beds". Given rough estimat~s of total hospital beds at 82,000 
currently, this sLggests that the nlJIlber of proprietary hospital beds is 
sane thi ng less than (but prest.mably close to) 4100, most of which mElY be 
presumed to be located in Cairo and Alexandria. 

It is becoming increasingly difficult to establish a full-fledged clinic based 
private practice. Reportedly only about 400-600 of the total of 18,000 
physid ::ins in residence in Fg.vpt are exclus iVcly .in private practice. The 
difHcllty of establishing a private practice. reflects the effects of rent 
control which has resulted in the necessity of paying large sums of "key 
money" fOL living and coomercial space. It is reported that a physician 
desiring to operate a clinic with a reception area, 0ne examination room, one 
treatment roan and one or more roans for inpatient beds, must pay "key money" 
of L.E. 60,000 or more (some estimates range upward to LE 150,000), to be able 
to lease the required space. t1:>re money is needed for furnishirgs ari! 
equipnent. Obviously, few new graduate physicians can raise this volume of 
funds. 

The Medical Syndicate believes that the private medical sector c.an am should 
play an increasingly important role in shouldering the burden of prOViding 
health services to the popul. L.· "is view is also shared by many 
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f,overnnent officials. Accordingly, the M!dicai Syrxlicate (MS) has fotmeda 
'Medical Professions Corporation for Investment" in accordarce with Law 43 for 

develop:nent: in the medical professions field. The original capitalization was 
established -at L.E. 10.0 million, with the MS contribution constituti~ L.E. 
2.0 million. The remaining capital contributions were obtained from the 
National Bank of Egypt, the Al M:>hardese Bank, the Fgyptian Company for Drugs 
(pJblic sector), the Alexandria and Memphis Canpanies for Drugs (both pJblic 
sector), the Al GoIIhuria Company for Medical Requisitell (public sector), as 
well as individual contributions by physicians, denti~ts, and veterinarians. 
~mbers of the board of directors irclude many prominent p!=!rsons, ircludi~ 
(X>liticians and governnent civil servants. The corporation wHl participate 
by more than 50.0 percent of the capital of the canpanies that it will 
establish. The president of the Medical Professions Cm:poration for 
Investment (MPCI) is the current president of the MS. 

The objective of the MPCI is to a~nt the public sector in its 'efforts to 
expan::l the delivery of effective health services to the population. It 
believes that the WCI can offer highest quality of services at reasonable 
costs to large segments of the population in the cities of Cairo am 
Alexandria and in the capitals of the various governorates. The implication 
is that doi~ so will relieve the MJH of the burden of servici~ these 
pop..llat ions. 

The MPCI plan is to establish a chain of canbined hospital/polyclinics in 
close proxUnity to university hospitals. Each of the units would be a company 
formed as a unit of the MPCI. The hospital/polyclinics would offer a ra~e of 
prUnary and family health services, a ra~e of specialty services, and a 
lUnited ra~e of hospital inpatient services (minor/mediun surgery am 
del iveries) • Difficult outpatient cases and cases requiring sophisticated 
irpatient hospital treatment would be referred to the university teachi~ 
hospital nearby. The clinics would provide day and night emergercy services. 
Pharmacies, laboratories an::l radiology services would be provided directly to 
the clinics through other medical supply canpanies fonned as lmi ts of the MPCI. 

Services pruposed for the canbined MPCI units are presented in Table 
2.4.2.2.1.1 below. 
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Table 2.4.2.2.1.1 - Services Offered by MPCI Clinics 

I.	 Basic Care for the Family at rbninal Costs in the Morning Shift: * 
A.	 Preventive care - vaccination against contagious diseases. 

B.	 Health improvement services: 
1.	 Family organization 
2.	 fwbtherhood and infaocy care 
3.	 School age health care 
4.	 Health education 

C.	 Services by the general practitioners: 
1.	 Periodic medical examination 
2.	 Detectiqg cases at their early stage 
3.	 Treatment of patients 
'-l.	 Transferring cases requirirg specialized care 

to suitable specialist and following up the case 
5.	 Dental care and treatment 

II. Specialized Services in the Afternoon and Evening Shifts: 

A.	 Specialized clinics for all braoches of medicine, 
run by specialists holders of doctorate or equivalent 
standard, from amorg the staff of the faculties of 
medicine or hospitals of faCilIties. 

B.	 Analysis laboratories and radiology clinics. 

III. Continuous Day and Night Service: 

A.	 First aid 

B.	 Ibannacy 

* This will be applied by issuing a medical care card to each citizen 
who will benefit from the services of the center, against nominal 
charges for various services with the exception of immunization and 
first aid which ~ill be free of charge. 



.;;.;;1e~a~l:.;:;th:.:.....=.Ib.=.;l~-i;;.;;cJ..Y....;;Re=v;;;.;ie;;.;.w;"l,,'.....;HSA=.,....;;Je=ff~e;;;.r.:;.s.L..' .;;.;A;J;,;pr::.:i:.:l~l:==9~8.:;.2 ~Page 77 

The M?CI enVlSlons the establishnent of a chain of hospital/polyclinics as 
eventually .bei~ canplemented by the development of a private health insurarr::e' 
system that ~uld pemtit individuals to buy appropriate coverage. It is not~ 
clear whether such a system would be goverrment sponsored, controlled, or 
remain strictly private. It also is not clear whether or not the MPCI would 
be able or willi~ to form an insurarce canpany that would establish rates, 
collect subscriptions, and reioburse medical service canponents of the WCI. 

The MPCI has requested assistarce with the finarci~ of 50.0 percent of 
initial start-up capital costs. MJeI believes that roughly L.E. 4.0 million 
of investment fums would be required for buildi~s am equipment (lam would 
be provided by the MS) • Orce established ~ each such coobined uni t could ser ve 
approximately 500,000 pe:rsons. The MPCI would be willi~ to cover local 
currerey costs of initial capital investment requirements. Ibwever, it is 
estUnated that 50.0 percent of initial investment costs would require foreign 
currerey finareing of the acquisition of medical equipnent and requisites, the 
latter, the MPCI hopes would be provided by USAID in the form of a "donation 
for requireIIEnts of basic family health care." 

Clearly the MPCI project is in the corceptual stage, but is movi~ ahead 
rapidly. At this point, it is apparent much remains to be done in tetms of 
generation of actual designs of the service units, specific equipment needs, 
medical and administrative protocols, medical requisites, fee schedules, 
medical records systems, am relationships with medical supply canpanies. The 
MJeI proposal for finarcial assistarce is currently umer consideration by 
USAID. 

2.4.2.2.2 An Appraisal of MPCI 

The formation of the HPCI is an interesti~ development. It represents a 
significant effort to organize private group practice in ~ypt. As such it 
has much to coomem it in terms of potentially providi~ a reasonable package 
of quality health care services at reasonable costs. However, the initiative 
of the MPCI raises sane issues which warrant further study. 

One such issue corcerns the poIXJlations that would be served by the corrbined 
medical units. As the Health Profile of Egypt states, private practice 
predaninantly serves upper and middle ircane groups. The r-PCI has targeted 
Alexarrlria am Cairo as welJ as the capitals of various governorates as the 
prircipal sites of service delivery. These are areas in which it may be 
presllJled there exist coreentrations of high ircane health care consumers. 
Clearly, the r-PCI service units would offer services on a fee for service 
basis. Wli Ie services would be available to all, services would only be 
accessible to those who can afford to pal the prevailing fees. Regulation of 
fees if left strictly to the MS would liRl!ly result in greater stamardization . 
of fees rather than in ''low'' levels of fees. Given the objective to remer 
high quality services am that the organization is profit oriented suggests 
that established levels of fees would exceed levels which all but the upper 
am upper middle classes could af ford. The costs of "free" iumunizations am 
first aid are quite low and could easily be absorbed into a fee schedule for 
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other services which would cover full costs of all (including free) services 
arxl yet yield "gopd" levels of profits. 

A second issue con:erns the MPCI desire for health insurarce. Whi Ie health 
insuran:e regularizes the timing of finan:ial obligations of health care 
conSl.D1E!rs allowi~ them to budget more effectively arxl relieves them of the 
un:ertainty of the p:>ssible necessity of making large paymellt in the event of 
severe illness, health insuran:e terxls to make phys ician in:ane virtually 
certain. Cbsts depend fundamentally on the quantities and particularly on the 
quality of services reOOered. Given technology, the price of inputs aoo the 
quantity of care provided, costs will be higher the higher quality of services 
arxl the level of desired profits. Hen:e the introduction of health insuran:e 
is not likely to result in lower costs of health care delivery (but quality 
may be high) . 

In priociple it would be possible for the MPCI to offer medical services at 
rates lower than those prevailing in the private medical sector currently. 
Currently the structure of private medical fees reflect the high levels of 
''key money" required to acquire space with which to locate a private 
practice. The MPCI by building clinics could rent space at monthly or annual 
rates which could be covered by service generated revenues, thus providing 
opportunities for young physicians to began private practice. This would tend 
to increase the volume of private practice. 

However, this would not necessarily result in a reduction in fees or of the 
overall cost of private medical services. Presumably, rental rates to 
phys icians would reflect repayment schedules on loans granted with which to 
acqu ire space on the part of physicians who are located wi thin corrbined 
units. Rental rates would be set at levels high enough to amortize implicit 
key money payments. If this is the case, the MPCI would de facto internalize 
the key money in the form of higher profits which then could be used as 
investment funds for expanding the operation, or could be distributed to 
shareholders. If this is done, medical fees or overall costs of MPCI type of 
operations would not be lower than those set by individual practitioners. 

Expansion of the supply of private medical services as a result of MPCI 
activities could bring about a decline in medical fees and prices, but only in 
the abserce of excess demaOO. There is little reason to believe that there 
does not exist substantial excess demand for high quality services among high 
in:ane earners in major cities. Indeed, the fact that the private medical 
sector and fees have been rising very rapidly suggests that demand is growing 
very rapidly arxl that excess demarrl terxls to prevail in cities among high 
i n:ome groups. 

2.4.2.3 Curative Care Organizations 

Two additional hospital organizations, tne Cairo arxl the Alexandria Curative 
Care Organization, exist as economic service authorities. These organizations 
are econanic authorities aoo are monitored by am are subject to directives 
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jssued by the Minister of Health. Services are -provided on a fee-for-service 
basis. The organizations rent sane facilities from the MlH and occasionally 
fram the private sector. The MlH pays these groups for accident beds and free 
service bedslmere none exist or there exists a shortage of MlH beds. 

Currently the Cairo and Alexandria Curative Care Organization hospitals number 
12. Bed capacity is 3,000, collectively. These hospitals provided roughly 
65,000 inpatient treatment visits in 1981 and approximately 860,000 outpatient 
visits in that year. Physicians are hired on a contract basis in the 
interests of maintaining control over quality of practice. Approximately 1.0 
million clinic visits were provided by physicians on contract in 1981. 
Physicians also admit patients from these clinics to the hospital. The 
Organization operates with a set fee schedule and hospitals split 50/50 with 
physicians. The Chairman of the Board of the Organization stated that after 
splitting 50/50 with physicians, the Organization retained L.E. 2.0 million 
which was reinvested for upgrading quality of service and for expansion of 
facilities and equipment. 

The Organization attempts to offer a high quality of care for a reasonable 
price. It feels that it is favorably competing with the private sector which 
it feels is charging excessive fees which are rising continuously. 

Curative Care Hospitals offer a range of acccmmdation priced according to 
amenity, ranging from ward to suite accommodation. Forty percent of roams are 
air conditioned. Drug supplies are contracted directly with pharmacists. A 
fee schedule or room rate schedule is not available However, interviewers 
were told that the top rate for a suite was L.E. 18 per day. However, exta 
charges for nursing services, drugs, physician's fees, operating theater, etc. 
are added on top of this basic roan (threshold) cost. Outpatient sessions 
(two are held daily) at a cost of 50 P per visit plus the cost of 
medications. The Qrganization contracts directly with firms and industries. 
Currently approximately 1.0 million industrial workers and dependents are 
covered with such contracts. 

Thus far the Organization operates only in Cairo and Alexandria. It has tried 
to expand into other areas but has been resisted by the private medical 
sector. It feels that it should be allowed to canpete with the private 
medical sector for servicing middle class populations. Curative Organization 
administrators are strong advocates of indemnity type health insurance which 
they feel would ~ranote competition among providers and would result in 
improvements in thf: quality of medical service and lower costs. They feel 
that the bulk of medical services should be provided by nonpublic service 
t.mits, and that. the MlH should provide only accident and emergency curative 
services. 

A point that warrants emphasis is that drug costs constitute only 29.5 percent 
of total operating expenses of the Cairo Curative Organization, as compa~ to 
the 50.0 rcent that dru costs constitute of GHIO total costs. This 
suggests c ose cost contro management an t at ways to promote expansion of 
this component of the delivery system as compared to others should be explored. 
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There is no indication that the Curative Organization is providing or is 
interested ilJ providi~ preventive or promotive services. It is clear that 
the Organizat-:l<;>n is profitable and is in direct competition with both the GHIO 
and the private medical sector. It has an advantage over both groups, due to 
continued receipt of government funding for new hospital capital investment 
and equipment through government sponsored foreign loans. 

2.4.2.4 The General Organization of Educational Hospitals and Institutes 

The General Organization of Educational Hospitals aoo inst itutes consists of 
eight hospitals, four of which were formerly MJH hospitals, affiliated with 
universities and eight specialized research and treatment institutes. However 
the Educational Hospitals remain under the jurisdiction of the Minister of 
Health as economic service authori ties in the governnent budget. In 1981 the 
Minister of Education coomissioned a study of universities, including their 
health services delivery activi ties, and thus data concerni~ educational 
hospitals and institutes are available for the year 1982. A list of specific 
institutions as well as data specific to each institution are presented in the 
Coverage and Utilization Sections of the Health Servi=es Systems HSA Report. 
It is only necessary for the purposes at hand to briefly review the scope and 
magnitude of the service operations of these institutions since they represent 
an alternative source of supply of health services to those supplied by the 
MJH, GHlO and the private sector. rata pertain only to the year 198!. 

Collectively these institutions provide 3,468 inpatient beds aoo employ 7,682 
persons (of which 944, 1,993, and 2,329 are professiona 1, specialized and 
technical, respectively). They provided 2,682,200 outpatient treatment visits 
in 1981, and treatment to 108,467 inpatients in that year. 

Recurrent budget for Teachi~ Hospitals is tied to both m,Dl'hers of beds arrl 
anticipated volllI1es of services, unlike the case of MJH hospitals which are 
allocated current budget on the basis of beds only. Currently, recurrent 
costs per bed are budgeted a L.E. 600 annually which compares to L.E. 1,300 in 
the case of the GHIO. Recurrent cost allocations per bed are anticipated to 
be increased to L.E. 700 for FY 83-84, although administators asked for twice 
that amount. The MOF allows 20 P. per outpatient visit in the current year. 
This is expected to rise to 25 P. in the next fiscal year. These 
organizations are allowed to collect nOOlinal fees for bottles (5 P. per 
visit), offer economic inpatient beds, and charge fees to private patients in 
special afternoon sessions with incane bei~ distributed to provide staff 
incent ives and to purchase equip:nent and drugs not available in the hospitals. 

These hospitals offer the whole ra~e of primary medical care, secondary and 
tertiary care services. Because they are known to be of high quality, havi~ 
access to medical faculty and sophisticated equipment, the bulk of their 
patients are se If-referrals (walk-ins). The fact that no strict referral 
mechanism exists reduces the efficiency of operations by prohibiti~ their 
specializi ng in primary, secondary and tertiary care services. &xne people 
travel 100-200 km to refer themselves to these institutions. These patients 
have to be admitted since they are usually very ill and cannot be sent back. 
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They must be held for longer periods of occup3rx:y, sirx:e adequate follow-up is 
not possible. 

These hospitals presLnJably suffer shortages of nurses, funds, am 
opportunities to specialize. There is interest on the part of administrat~:s 
of these hospitals in the establishment of a health insurance scheme coup1~ 
wi th a strict referral mechanism and greater flexibility in paying staff. 
These would provide adequate fundirg and flexibility needed for recruitment, 
retention, and appropriate utilization of specialized staff for tertiary care. 

2.4.2.5	 University, Other Ministry, and Voluntary Health Services Delivery
 
lhits
 

There are eight University hospitals complexes which, in prirx:iple, provide 
tertiary health care services. Collectively, these complexes comprised 10,586 
inpa tient beds in 1981, am provided 3.46 million outpatient visits and 
293,200 inpatient visits in that year. However, 95.0 percent of patients were 
reported to be self-referred. Administrators estimate that up to 60.0 percent 
of patients treated cane from rural areas, many of whom travel long distances. 

The Ministry of Interior purportedly administers 25 prison hospitals 
comprising 1591 beds and an unknmYn number of clinics. Il3ta pertaining to 
visits were unavailable. This Ministry also purportedly operates police 
hospitals but information on numbers of institutions, beds, visits, etc. were 
not available for purposes of this study. The Ministry of Defense operates an 
unknown number of military hospitals and clinics. The Ministry of Agricu1ture 
has one hospital uooer construction, but has not been able to obtain funds for 
its completion. Agricultural workers have organized several voluntary fee for 
service clinics, but nurrbers and patient voltm1es are unknown. The Ministry of 
&:>cial Af fa irs (M)SA) provides organizational and some financial support to 
private voluntary health delivery organizations at cOlID1unity levels. tmi Ie 
the exact number of health delivery organizations is unknown, the MlSA 
est imates that as many as 2.0 million outpatient visits are provided throl{;h 
the efforts of these organizations at local levels. In genera 1, the methods 
of service delivery involve contractirg for the services of goverrJIlent 
physicians after working hours and collecting fees for services rendered. 
(See HSA Report on Egyptian Voluntary Associations and the Health Sector, 
also included as an Annex to the lISA report on ·Private and Public Health 
Services Delivery Systems in ~ypt.) 
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3.0	 Interielatedness of Health Policies, Strategies, and 
Unplementation Issues ana AID Assistance 

3.1	 AID Health Sector Priorities 

AID priorities in health include family plannirg assistance, nutrition 
assistance, health plannirg, development of water supplies, environmental and 
ccnmunicable disease control, and development of rural and urban health 
delivery systems targeted at the poorest of the poor. The overall priority is 
to assist in developing host country governments' capacities to use existing 
and newly acquired resources more efficiently in order to develop socially and 
econanically and in distributing the benefits of growth broadly throughout 
mst country populations. 

Emphasis is placed on assisting governments to raise living standards of poor 
majorities I:JP to, and beyond if possible, access to resources at levels 
fu1fi1li~ "basic needs." Increasing emphasis is being placed on assisting 
host country goverrments to rely on private sector initiatives arx.i thus 
relieve pressures on increasingly burdened governnental resources and 
budgets . However, in doing so AID emphas izes the necess i ty of avoid i ng 
assistance interventions which would result in reallocations of resources away 
from the poorest se~nts of populations, which would increase inequity. In a 
nutshell, AID seeks ways to enable private sector initiatives to assume 
increasi~ responsibility for growth and develot=ment in the interests of 
increasing overall economic efficiency and efficiency in the use of resources, 
but seeks ways which at the same time pranote equity in the distribution of 
the benefits of growth. 

AID and host cOlmtry priorities and objectives in development assistance in 
general, and in health sector assistance in particular, are essentially in 
harmony. Naturally there are legitimate differences of opinion, particularly 
in the cases of specific sectors of national econanies at particular stages in 
the development process, or in cases of individual projects. However these 
differences are almost always resolved to mutual satisfaction through 
collaborative study, discussion, and efforts in designing specific projects. 

The Phase I HSA effort represents a collaborative study effort with the 
objective of gathering facts and carrying out analyses which will provide 
objective data and information on which to base Phase II discussions aoo 
subsequent dialogues between USAID/Cairo and the GOE concerning health sector 
assistance for the next five years. 

Since the objective of Phase I HSA activity is to provide a basis for 
subsequent discussion, it is important that the health sector problems and 
issues be clearly identified. It is also important that both the U.S. and 
Egyptian experts engaged in focused discussion of the various policy options 
that exist with respect to key issues. Policy charges can be identified 
which, if implemented would remove or greatly diminish obstacles of 
inefficiency and inequity in future health sector development. 
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It should be recognized that there is a rather special feature of the nature 
of u. S. ass~tance to Egypt in general steumi~ from political initiatives 
undertaken at the highest levels in both governments; thus u.s. assistance to 
Egypt in agreed amounts essentially represents an irrevocable cammittment. In 
addition, there is now a cammittment to the philosophy of sectoral allocations 
of assistance to Egypt which represents a departure from conventional AID 
assistance practice. 

The specific volume of assistance forthcoming to any particular sector depends 
on many factors, foremost being the sense of urgency and priority attached to 
individual sectors by the GOE. However, in addition to the sense of urgency 
and priority attached by the GOE, due consideration must also be given to 
existing constraints of policy on achieving enhanced efficiency and equity, 
and to the individual sector's absorptive capacity over time. 

In light of the various considerations discussed inmediately above, this 
section of this report will be presented with a focus on policy issues, :with 
emphasis on how each poses problems of constraint on enhancing efficiency and 
equity with respect to future health sector develo{lllent. In many cases, but 
not in all, policy options ranging from higher to lesser degrees 'of severity 
(in terms of their degree of departure frQIl existing policies) will be posed 
and briefly elaborated for consideration by u.s. experts and Egyptian 
counterparts during Phase II deliberations • 

.It is recognized that ultimately policy and sectoral development strategy 
remain entirely the prerogative of host country authorities. The author 
believes that by drawi~ attention to existing issues and options for 
subsequent discussion by senior U.S. aoo Egyptian health experts who will 
participate in Phase II, Egyptian and u.s. officials will later reach 
agreement concerning the volune am timing of u.s. assistance that will best 
serve the health sector development needs of the Egyptian people. 

3.2 Health Priority Policy Issues 

Health does not receive high priority in social am economic development 

Some exception to this is made in the case of 

planning and budgeting. In general, it appears that high level 
decision-makers regard health services as a consl.ll1ption and thus a 
nonproductive activity. 

Investment in health services, preventive or curative, is not seen as 
investment in htman capital, or as a measure maintaining or improving the 
productivity of the population. 
male iooustrial workers, in whose case attention is given to insuring access 
to phys ical examinations and curative health services. However t increasing 
the delivery of health services to the general population, particularly to 
women and children, appeals neither to decision-makers who attach high 
priority to industrialization nor to those decision~kers concerned with the 
burdens placed on social overhead sectors as the result of population growth. 
Sane Egyptian decision~kers have expressed concern that any reduction of 
death rates resulti~ from increased delivery of health services to dependent 
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segments of- the population may result in even rore rapid population growth 
than is t~ 0. case currently, thus increasing already intolerable burdens on 
goverrment budgets already strained to maximtm capacity. While in sane sense 
this may seem to be a harsh judgment, it is not an unccmoon view of 
development economists. 

3.2.1	 Implications for Efficiency and Equity 

Umer-investment in health services reduces the productive capacity of the 
population generally and otherwise ~ontributes to wastqge of resources in the 
long-run. The large volune of enteric disease, particularly carmon among 
children but also carm:>n aIOOng adults, leads to wastage of food consuned, 
contributing to growing needs for food production and importation. Large 
aIOOunts of time spent in traveling, seeking out source~ of health care, am 
waiting in lines, in addition to t~ lost through illness, represent forgone 
production potential representing significant opportunity costs to the entire 
econany, and a reduction in the quality of life generally. Uncertainty as to 
life expectancy am morbidity dampens incentives to restrict family size, to 
save, am to am invest, and also dampens incent ives to undertake 
entrepreneurial initiatives, all of which tend to decrease long-run growth in 
GNP per capita. 

Low levels of resource allocation to the health sector result in some segments 
of the population's not having access to health services sufficient in 
quantity and quality to meet their basic health care needs. The small level 
of health services resources generally accessible to the urban and rural poor 
constitutes a gross inequity that is not off-set by food subsidy progr.ams, and 
would not be so offset even if such programs were more specifically targeted 
to disadvantaged groups than has recently been the case. 

The fiscal apparatus of the G{E is not well suited to affect incane transfers 
of the sort required to enable the poor to purchase needed health services 
from the private sector when "free" goverrmmt provided services are lacking 
in availability, accessibility, and quality. Perception of inequity in 
accessibility to basic necessities leads to disillusiotm:!nt with society and 
with life in gen~ral, as well as to disillusioment with political 
institutions and processes. 

3.2.2	 Implications of Current Health Priority Policy 
Issues for USAID Assistance 

Given the low priority attached to health services generally, it would appear 
that in the future the GOE would be unlikely allocate funds on recurrent 
account that would be necessary to sustain large capital investment projects 
that were initiated with USAID assistance. In light of low priority attached 
to healt" generally, USAID assistance, rationally, would be confined to 
projects that would require low future budget allocations on recurrent 
account, allocations of a In3gnitude which it would be within the ability and 
interests of the GOE to provide. Minimal level health sector assistance would 
appear	 to be appropriate, directed towards illness prevention and prOlOOtive 
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health activities, with a primary focus on family planning, upgrading existing 
stocks of health facilities, equipDlent and manpower, all with selective 
targeti~ of' assistance toward those urban and rural populations which are 
most disadvantaged currently or who are likely to be among the JOOst 
disadvantaged in the future. In this connection, existing USAID family 
p1anniq; aoo urban aoo rural health ~ervices delivery projects (without the 
present large construction and vehicle acquisition components) would be 
possible prototypes for appropriate USAID assistance to Egypt's health sector. 

As an alternative, a rather straightforward transfer of commodities could be 
provided to those health services delivery provici~rs (public aoo private and 
MOH or other ministries) who are deeply engaged in serving disadvantaged 
population groups. The commodities might consist, for example, of replacement 
parts for vehicles aoo equipnent (as applicable) and of consigments of 
specifically needed medical requisites such as disposable syriq;es, nonlocally 
produced phannaceuticals, etc. 

3.2.3 Policy Options Available and Further Implications for USAID Assistance 

A fhom c<JJlIdttment on the part of top level GOE leadership to an increased 
priority attached to health would call for further in-depth appraisal of 
specific ways for USAID to make a more substantive allocation of assistance. to 
the health sector. Such an appraisal would involve additional attention to 
some of the fuooamental problems and issues addressed below in this report and 
in the other reports of Phase I of the 1982 Health Sector Assessment. 

3.3 Health Planning, Qperating aoo Budgeting Issues and Policy Options 

Health planning in Egypt consists essentially of budget development. 
Moreover, discretion over budget development centers narrowly on the 
development of investment budget (Title III, capital investment projects). 
Other budget components either are tied inflexibly to the investment budget by 
formula (Title II, running costs) or are developed by agencies largely beyooo 
the purview of the health sector (Titles I aoo IV, wages and salaries and 
transfers, r.espectively). While in principle planning is decentralized, it 
appears to be a "top-down" rather than a ''bottom-up'' process. 
Decentralization has thus far consisted of transferring authority and 
responsibility to lower government 1evelti, but the Central level with little 
exception has retained dominant control over resources. Additional problems 
COl'l:ern the scarcity of trained planners and budget analysts and of supporting 
materials for planning aoo budget development activities at all levels of 
government. This rigidity applies to operations as well as to planning and 
budgetiq; procedures aoo processes. 

3.3.1 ~p1ications for Efficiency and Equity 

The implications of health planning, operations and budgeting issues are broad 
and pervasive with respect to consideration of efficiency and equity. In 
general, planniq; processes which are not flexible do not permit selectivity 
in teens of targeti~ high risk populations and programs, and they restrict 
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opportunities to choose programs which are most efficacious and cost-effective 
from BIOOng program alternatives. Planning and budget rigidities also keep 
programs and ° facilities fran being. staffed, supported and supplied at le~els 
carmensurate with expected arxi actual levels of utilization. '1bf~ result is 
that varying types and degrees of inefficiencies and inequities exist 
throt..ghout the Mal health services delivery system. 

The main health sector objective of the Mal has been to provide equitable° 

coverage of areas and populations with health facilities. The data reveal 
that the MOH has been extraordinarily successful in meeting that objective. 
For example, health facility to f.Opulation ratios are greatest in the lower 
incane and lower "quality of life' tiers of governorates, less so in the next 
higocr tier of governorates, and lowest in canparatively high incane and high 
"quality of life" ranked governorates containing major urban centers offering 
many alternatives to goverrment sector health services delivery. On this 
score the ~~CH is to be highly carmended. 

However, staf fing patterns and running costs do not appe3r to be variable 
accordi~ to the sizes of population covered ur to levels of utilization. 
Facilities coverage is relatively efficiently allocated spatially but does not 
appear to be efficiently allocated from a systems utilization point; of view. 
Health facilities appear to offer the same mix of services in rather fixed 
proportions, largely due to staffing ratio considerations, rather than in 
proportions reflecting the variable needs of different populations at risk. 
Integrated packages of services are offered, which do not reflect targeting of 
disease and illness problems or selectivity of programs designed to best serve 
the needs of populations at risk and usirg technologies that present the 
highest probability of effective intervention. 

The USAID-supported Strengthening Rural Health Delivery Project, as originally 
designed, could have been a very ~rtant innovation in these respects. The 
project targets children as the primary population at risk and selects enteric 
illness as the primary disease category given attention. However, it appears 
to have failed to utilize a variety of appropriate medical service delivery 
and management support modalities needed to determine their varying degrees of 
medical and managerial effectiveness, achninistrative feasibility, and cost 
effectiveness in field settings. Although the project has been effective in 
reducing infant mortality, it has failed to test alternative incentive 
supervision, and manag~n2nt support systems. However, since MJH officials 
resisted the agraed-LJIX>n efforts to test different health system managarent 
interventions, it would appear that the IDH is unwilling to experiment with 
alternative ways of overcaning sane key health services delivery problems 
which they themselves had identified and selected during project design. MJH 
lack of interest in experimenting with new patterns and types of service 
delivery modalities within the existing governnent health services delivery 
system is a serious issue in connection with the types of support USAID can 
provide in the future. 

The Stre~thening Rural Health Delivery project at present exists as a 
"special" donor project. An issue exists as to whether existing planning and 
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budgeting pjOCedures can easily accommodate replication of this model broadly 
thrOl.ghout the rural health delivery system. A related issue concerns whether 
local communities, districts, and governorates could plan, adapt, and initiate 
other innovative health delivery services from those levels and receive an 
appropriate degree of budgeting, planning, and administrative accarmodation. 

3.3.2	 Implications of Current Planning 'and Budgeting 
Issues for USAID Assistance 

Given what in general appear to be rather rigid planning and budgetary 
processes and procedures, it would not appear to be useful to assist in 
widespread development of the mainstream of the health care delivery system. 
However, this is not to say that there would not be merit in attempting pilot 
projects in urban and rural areas or in selectively initiating other related 
projects in the future with the full understanding and cooperation of 
goverID'lent in doing so. - ­

3.3.3	 Planning, Operational and Budgeting Policy Options Available 

Assuming that the GOE is willing to experiment with loosening-up its planning, 
operational and budgetary processes, USAID could provide assistance in doing 
so. USAID could assist in implementing a pilot project involving development 
of flexible GOE health planning, operational and budgetary processes, perhaps 
introduced at governorate levels. This should be a collaborative effort 
involving the Ministries of Health, Planning, Finance, and Local Governnent 
(for decentralization). Such an activity would involve training of health 
planners, health administrators and budget officers, linked with d~veloIJDent 
of management information systems and budgeting, operational and planning 
guidelines, JX)licies and procedures that would incorporate carmunity 
participation in these areas. Focus would be on institutionalizing planning, 
operational and budgeting processes at village, governorate and central levels 
that would permit the planning and implementation of health program 
interventions targeted at selected populations at high risk, using appropriate 
medical, administrative, organizational, training and management 
technologies. Budgetary and administrative requirements would be developed 
which would allow budgets and operational JX)licies and procedures to reflect 
actual resource needs in terms of manJX)wer, medical requisites, equipment, etc. 

3.4 Edvcational Policy Issues 

Medical education issues are discussed in greater detail in the HSA reports on 
Health Manpower and on Training. The issues that are presented here are 
rather broad and are related to other major JX)licy issues discussed below in 
this same section. 

The major issue addressed here relates to current JX)licies concerning the 
nuubers of physicians trained recent years and numbers contemplated to be 
trained in the future. Some attention in Sections 3.4.1-3.4.3 below is also 
paid to riurse training issues. 
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The basic jssue with regard to physician training is that in the recent past 
5,000 or so:graduates have been produced annually and the current plan is to 
increase physician training outputs to 7,000 or so annually. 

Only 400-600 physicians are exclusively in private practice in Egypt. 
Approximately 10,000 Egyptian physicians are practicing abroad, and an 
estimated 18,000 physicians are in goverrunent service in Egypt. (See the 
Phase I HSA Health Manpower Report by Dr. Doris StODns). The review of health 
plans presented in Section 2.1.4 of the present report documented the 
established MOH policy of deliberately expanding the government health 
services and public elements (GHIO and Curative Care Organizations) with the 
objective of creatir~ jobs for the increasing numbers of graduate physicians 
(1960). Later (1975), the MOO/mE explicitly adopted the policy cf training
physicians for export. 

3.4.1	 Implications of Educational Policies 
for Efficiency and Equity 

The training of large numbers of physicians in Egypt, given existing training 
capacities, has resulted in the production of physicians who are of low 
quality. Accelerated production of physicians with inadequate expansion of 
the base of training resources will lead to further declines in the quality of 
physician graduates and consequently to further declines in the quality of 
medical practice. Low quality of physicians, who are the most Unportant cadre 
of health services providers in Egypt, ~lies a low quality of health 
services delivery in all parts of the system--governnent, public, and private. 

Given that government employee including physician earnings levels are rising, 
the low quality of care provided is accompanied by increasing costs of 
supplying physician services. This implies dE!creases in ratios of benefits to 
costs in the health services delivery system. Thus de~line in the quality of 
care supplied by the health services delivery system is reflected in economic 
terms directly as a dinlinution in the efficiency in the use of health 
resources. 

The fact that physicians are trained entirely at public expense in Egypt means 
that increases in the numbers of physicians trained add to the public outlay 
on health services. Other things equal, expansion of physician training 
further lowers quality of care delivered. Since increased training output 
leads both to increased public expenditure and to dUninutions in the quality 
of services delivered, ratios of benefits to costs further decline, resulting 
in increasing inefficiency in the use of public resources as a consequence of 
policies of expanding physician training. This llnplies increasing wastage of 
scarce resources which have valuable alternative uses if devoted to the 
production of other goods and services elsewhere in the economy. 

A further inefficiency consequence of the government policy to absorb large 
numbers of physicians into the goverrment and public system is that this 
policy represents a drain on current budgets. Excessive wage and salary 
disbursements are required to pay for an excessive number of physicians who 
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are in govetiment services. This impinges on the availability of funds for 
ruming cost- experxHtures needed to support health program activities. Low 
levels of running cost allocations further detract from the quality of health 
services delivered. This results in lower ratios of benefits relative to 
costs, further lowering the efficiency of health resource utilization in the 
govertlIlent ~·~alth services delivery system. Poorly trained physicians tend to 
overprescribe drugs, thereby also contributing to further waste in the health 
services delivery system. 

Note that a gross inequity exists with respect to physicians vis a vis other 
civil servants. Physicians who are trained completely at public expense (as 
are other cival servants) are also allowed to practice private sector medicine 
and thus supplement their income beyond government salaries while other civil 
servants do not have the opportunity to do this, by law and as a practical 
matter. 

Physicians are allowed to seek specialty training with selection based on 
educational performance while in medical ~chool. Physicians who are allowed 
to contract to deliver health services abroad, and who can earn income on the 
order of ten times danestic salaries, are also screened, with "the best of the 
brightest" being selected for service abroad. 

Those who are not selected for specialty training or service abroad are 
assigned to the goverrlI1ent and public health sectors. Generally, medical 
graduates whose scores in medical school are the lowest, or who fail to enter 
specialty training programs, are assigned to posts in rural areas. Thus the 
massive expansion of government rural health delivery facilities and staff has 
been accomplished by staffing this component with the lowest quality of 
physicians available to the system. Recognizing this, one must conclude that 
inequities in the accessibility to health services on the part of rural 
dwellers have not been ameliorateci as much as is suggested by observing 
improvements in ratios of physicians tc rural populations. 

The policy of production of physicians fo~ export is generally defended on the 
grourrls that physicians working abroad remit substantial SlmS of fore.ign 
exchange. However, there is considerable evidenc~ that worker remittances 
from abroad represent only a small fraction of foreign exchange earnings. In 
1981, the GOE has req~ired that all persons working abroad deposit 
25.0 percent of foreign exchange earnings with the Central Bank. While this 
policy is a step in the right direction, it is very difficult to administer, 
uince goverrment is not always aware u:t actual earnings of Egyptian citizens 
workil~ abroad and thus foreign exchange is inefficiently collected. 

In the case of physicians working abroad two considerations warrant 
attention. First, one of the principal employers of Egyptian physicians 
(Kuwait) requires them to take a three to four month remedial training course 
prior to practicing abroad. This attests to the perception of the low 
quality of Egyptian medical graduates. Secorxl, Gulf State countries have 
purportedly indicated their increasing reluctance to accept Egyptian 
physicians who have graduated after the year 1971. MOreover, Gulf States are 
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developing. their own medical traini~ capacities and thus opportunities for 
Eg7,'ptian ptlysicians to work there will diminish. This implies that even 
maintainitl;, . nevertheless increasitl;, rates of physician training eventually 
will place an increasing burden on government to absorb additional physicians 
into the goverrment system, where YOl:Jng physicians are. already in excess 
sl4'ply am of low quality. 

Brief mention should be made of the nursing situation. Current nunbers of 
workitl; nurses appear to be low by canparison with numbers of working 
physicians. However there is a big discrepancy between nunbers of nurses 
trained and the numbers working. The working life expectancy of a nurse is 
rOLghly five years, a period too short to recover the investment of public 
funds required in their trainitl;. .Moreover, in recent cases, newly 
constructed nurse training facilities are not even close to being filled to 
capacity. There appears to be so little danand for nursing training that 
training facilities are inefficiently utilized. (See the Phase I HSA Manpower 
Report, by Dr. Doris Stonns). 

The prin:ipa1 problem in nursing appears to be that the profession lacks 
status and acceptan:e on the part of the conSllIler, with sane exceptions 
existing in the case of greater acceptance of nursing services on the part of 
wanen than men. Egyptian nursing tradition evolved from an original cadre of 
slave WOOlen who catered to the needs (broadly) of soldiers. Nurses were 
viewed traditionally as on a level with prostitutes. Even with the modern 
specific focus on delivery of health services, nurses continue to have low 
status because of the necessity of their attending to male as well as female 
anatany in the performan:e of their professional duties. 

3.4.2 nnplications of Educational Policy Issues for USAID Assistance 

Given that the nu:nber of physicians being graduated am employed in the 
government sector appears to be excessive, it appears that USAID assistance to 
in:rease nunbers of medical graduates would not be required or appropriate. 
Current USAID efforts to assist in the redesign of medical curricula (Suez 
Canal University) would possibly have sane potential for upgrading the quality 
of medical educatj:-n in Egypt, but only if the medical education 
establi shnent , consisting of the already existing medical schools, has a 
strong interest in and is strongly committed to these curriculum changes. The 
iDFression of the author is that this is not the case. (See HSA reports on 
USAID/Cairo Health Projects and on Health Manpower Training for further 
discussions of the Suez Canal University project.) 

In view of the low status accorded nurses and the existing unused nursing 
trainitl; capacity, it would also appear of little value for USAID to provide 
assistan:e toward expamitl; capacities of nurse training institutions. Even 
efforts to upgrade the curricula of existing nurse training schools would not 
apJEar to be cost effective in view of the short working life expectancies of 
nurses am the low status of the profession currently. 
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3.4.3	 Health l.1anpower Training Policy .Options Available and Further 
Implic~tion~or USAID Assistanc~ 

The most severe policy option available to the OOE would be to decrease the 
rate of ~hYSiCian training, coupled with a well-conceived and ~plemented plan 
to a e the ualit of medical ed~cation. 'This ~uld help upgrade the 
qua ity 0 care throughout t e system. A..so in the long run it would slow 
down the rate of absorption' of physicians into the govert1Ilent and public 
system, thereby providing a basis for increasing government physicians' 
salaries and allowances and provision for increased running costs, 
contributing to raising the quality of care. 

OpIX'sition to such a drastic policy shift (other than objections that there 
"really" is need for many more physicians and that current medical graduates 
are actually competent) would take several forms. Concern would be expressed 
that there is need to produce physicians for export in the interests of 
acquiring needed foreign exchange. The possibility would be raised that some 
physicians might be unemployed if government absorption of physician graduates 
slow~ down more rapidly than the rate of educational outputs. Some would 
object to reduction in rates of training offered by medical schools. on the 
phi losc,phical basis that any canparatively bright person ought to have the 
opportunity to become a doctor. Counter-arguments are considered in reverse 
order immediately below. 

Phi losophically and practically, it is more important that canparatively 
bright people have opportunities to develop their full potential, rather than 
receive degrees, medical or otherwise. An issue of highest importance 
con::erns the basic competency of individuals rather than the issuance of 
degrees. Therefore, the real issue becomes that of providing opportunities 
for comparatively bright people to become good at their chosen professions. 
Under current corxli t ions , it appears to this author and to other members of 
the HSA team that there do not exist opportunities for im:ividuals to become 
ood doctors iven revaili rates and conditions of training in E~Y.I:?!, 

which resu t in poor qua ity me ica ucation a consequent poor me ical 
practice. It is a gross injustice to society to produce low quality 
professionals, medical or otherwise. 

It is unlikely that most medical schools would object to planned reductions in 
the rates of physician education if they were supported in their efforts to 
upgrade the quality of physician education. However, medical schools should 
be _asked to prepare a detailed plan and ~plementation schedule with respect 
to phased upgrading of medical education. USAID could assist in this by 
sLpporting collaborative relationships with U.s. medical schools, as in the 
case of the existing joint program between Suez University am the Boston 
University Medical School. 

There is no reason for the GOE to reduce its absorption of physicians into the 
government and public health delivery system at rates in excess of reductions 
in the rate of medical school outputs, if means can be found of bringing the 
skills of some graduates up to minUnslly acceptable levels for their medical 
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roles and pf keeping others from errlangering the public. Thus the spectre of 
possible physician unemployment would appear to be a false issue in spite of 
possible contentions to the contrary. 

The future exportability of Egyptian physicians does not appear very bright 
for reasons noted in the inmediately precedi~ section. The 25.0 percent 
foreign exchange Central Bank deposit requirement is a rather ineffective 
means of capturi~ maximtm potential foreign exchange fran workers remitting 
from abroad. The GOE might wish to consider emulating the procedure currently 
employed by the Republic of South Korea, i.e., 

a.	 All contracts for services rendered abroad must have 
governnent sanction, urrler penalty of revocation of 
citizenship and confiscation of domestic property. 

b.	 Export licenses must be issued in connection wi th all 
contracts involving rerrlering personal services abroad. 

c.	 Agreements are reached between the exporting country 
and the country receiving the personal services whereby 
personnel working abroad receive only a fraction of 
payment in foreign currency, in an annunt necessary to 
defray ordinary costs of living in the foreign country 
of residence. All other amOlmts of foreign exchange 
are paid to the Central Bank, which in turn establishes 
danest ic currency deposit balances in the name of the 
person working abroad. 

The least severe policy option, and one which is in fact minimally essential, 
is to require, for all physicians (those currently in service and those newly 
graduated): 

licensure 

initial up~ading of skills to acceptable 
levels 0 competency 
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continuing education, 

periodic recertification based on competency 
examinations 

Competency-based licensures and 'recertification based on competency 
examination require the existence of skill upgrading and continuing education 
training programs and examination procedures. If the GOE were willing to see 
the wisdom of adopting these programs, USAID assistance could be made 
available to supp:>r.t efforts to develop and implanent them. Other similar 
'programs, including the upgrading of competency, status, and skills of nursing 
personnel, also would merit USAID support. 

3.5	 Policy Issues Concerning Public Sector P.elationships with Private
 
Medical Health Services Delivery Activities
 

To say that there is a private medical sector in Egypt is misleading. 
Differentiation between public and private sectors implies a degree of 
separation and independence which simply does not exist in Egypt today. The 
simple fact is that nearly all of so-called "private sector" medical practice 
is performed by physicians who are anployed full-time by goverI1Ilent, in 
principal fran 8 :00 a.m. until 2:00 p.m. After fulfilling their duties with 
respect to government services, physicians are free to make home visits and to 
see patients in their own houses or in "private" clinics. There is sane 
speculation that sane private patients are in fact seen on the premises of 
goverrment facilities after (and even perhaps illegally during) govermtent 
working hours. 

Interrelationships between "public sector" and "private sector" activities 
extend even to the use of both public and private facilities. Strictly 
goverI1I1ent (MOO) and public health services organizations hospitals (GHIO, 
Curative Care Organizations, Railway Employees Association, etc.) maintain 
"economic beds" for which patients pay threshold fees for beds and pay for all 
additional auxiliary services. Conversely, econOOlic and service authorities 
like GHIO, Cairo and Alexandria Curative Organizations, and Railway Fmployees 
Hospitals are required to make beds available to the MOO to acccmoodate 
nonpaying public patients when needed. 

Thus private sector and public sector iirpll are largely one and the same in 
tetIIlS of the professionals involvea a 0 ten in tetIIlS or places at which 
services are rendered. 

The distinction lx:tween public and private medical "sectors" is in fact a 
distioction of health services delivery activities which are differentiated, 
for the most part, on the basis of the time of day services are rendered, 
whether or not patients pay fees for services, and to some extent, on the site 
at which services are rendered and received. Analytically speaki~, private 
and public (including govet1'IIlent) medical services may best be viewed as 
greatly overlapping parallel activities, not as separate and independent 
service sectors. 
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The primary_ and mst definitive discriminating factor differentiati~ between 
public ani pr:ivate sector health services delivery activities, is the way in 
Wh:f.,.~l consuners pay for services. Note that "free lunches" d.o not exist: 
consuners ultimately pay for services, one way or another. In the case of 
strict MOH health services delivery activity, patientf' pay through 
collectively contr.ibuting taxes which are then distributed from goverranent 
general revenue funds. This is also true in the case of servic€s rendered by 
university hospitals, whose revenues are provided under the educational sector 
budget. EConomic and service authorities (excluding the GHIO, but including 
Curative Care Organizations) receive capital and operating '(unis from 
goverrment health sector allocations and fran fees charged for services. The 
GHIO is an economic authority that since 1979 has received no capital funds 
from govetTJrent. However, the GHIO receives the bulk of operating revenues 
from government-sponsored social security contributions made by both employers 
and employees, based by law on wage earnings. Pure private health services 
delivery activities are paid for by patients on a fee-for-service basis. To 
the author's knowledge there is no private health insurance in Egypt 

There is no question that the Egyptian health services delivery system is very 
complicated in terms of relationships between public and private health 
services delivery activities. As a consequence, policy issues of significance 
abound in this area. Major issues as they relate to efficiency and equity are 
discussed individually immediately below. 

3.5.1	 Implications of Policies concerning public and Priv9te 
Sector Interrelationships for Efficiency 

Principle efficiency issues arise in connection with incentives. A very major 

ro essionals 
) can successfull 0 rate a 

are a ow to ractice ee- or-service 
activity whi e in government service. Economic incentives exist which 
motivate individuals to work harder arid to perform better, the higher the rate 
of earnings forthcaning for extra effort. Goverrment jobs are tenured and 
salaries are fixed and are unrelated to job performances, being based 
essent ially only on education and years of service. Existing "incentive 
bonuses" are viewed as wages. Given that wages and salaries are low and that 
management and supervision are sorely 
physicians to perform well or at high 
service activities. 

lacking, there is no incentive for 
levels while engaged in goverrrnent 

Medical politicians and administrators give great lip-service to medical 
ethics as a regulating force cOO1pelling high standards of performaoce, but 
experience allover the world suggests that, if anything, the majority of 
physicians are in general as materialistic (with only rare exceptions) as any 
group in any society. Physicians are "neither devils nor saints." They are 
just people, perhaps most aptly described as homo economicus medicus. 
Physicians respond to economic incentives at least as much as any other worker 
in society, professional or otherwise. If this were not the case why would 
goverrment feel obligated to sanction private practice activities as a means 
for	 government physicians to augment their earnings? 
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in th~ current parallel mixed public/arivate health services activity 
stem, . s'icians have reat incentives to eliberatel slack-off in their 

overment war ,maintain or ate lver enVlroments In overment 
81th units, and rovide minimal services there to t e very poor. Physicians 

a so ave great incentives to 01 ow-up with a better standard of service 
delivered to those who can afford to pay fees when the same physician sees 
them later in the day in hanes and in private clinics. Even nurses, 
orderlies, sweepers, and other health paraprofessionals and aids are known to 
receive a split fee upon recommending, on the site of government service, that 
patients see the physician on a private basis later in the day. Indeed, 
attendants are eager to become workers on the staff of medical units in order 
to learn (usually imperfectly) skills, such as how to give injections, which 
they in turn can apply on a fee-for-service basis in the coomunity after 
working hours. 

Low pay coupled with lack of discipline, supervision and management, plus the 
attractive opportunity to practice good medicine on a fee-for-services basis 
is dangerously becoming close to reducing the public systan to a "front", 
which in large measure serves as a referral mechanism for private medical 
services activi ties whi Ie offering only minimal services to the poor, who 
cannot afford to pay for private care. 

This conclusion may not have been evident until recent years, since incentive 
problems were not so serious when incomes throughout the population care were 
lower. However, as real incomes have risen over time, the market for what are 
perceived as "high" quality health services has grown by leaps and bounds. 
Household survey studies in Egypt show that the danand for health care is 
highly income elastic (i.e. , the percentage increase in health services 
utilization exceed percentage increases in income). Compare the CAPMAS 
Household Survey data, 1975, with the HPOE results obtained in 1978). Since 
real income is continuing to grow rapidly, private sector medical activity is 
growing even more rapidly, increasingly dampening incentives for health 
professionals to perform well in government services activities. 

Indeed, the growth of private sector health service delivery activities is 
"utti Ii the ca aci of the overment to mana e and s ervise its own 
system. urrent y approxllllBte y lca 0 lcers manage t e government 
health services delivery system at central, governorate and district levels. 
Few physicians seek careers in management and administration, largely due to 
better income opportunities provided by a combination of ordinary government 
clinical services supplemented by incane earned from private health services 
delivery activities. It can be projected that within five-ten years only 70 
or so senior medical officers will remain in the government health management 
system. 

The efficiency consequences of the dampening of incentives of government 
health professionals that results from growth of private health services 
delivery activities are terribly important. Potentially the efficiency of the 

overnment s stem could be total I undermined by the distractions presented by 
private hea th services e ivery activities. Physicians in government service 
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earn good s.§laries by canparison with other civil servants and the rest of the 
worki~ population. Thus the issue is not· s:iq>ly low government salaries. 
Rather, the issue concerns government salaries that are low (but certain) in 
canparison with private practice earnings which are rising rapidly. The 
policy of allowing physicians to divide their loyalty, duty am ccmnitment 
between government service and private practice as an incentive for government 
service is havi~ serious perverse effects on the efficient delivery of 
goverment health services. Thus the lie of a110wi overment h sicians 
to eq;age in private practice shoul thoroq;hly reapprais 

3.5.2	 Policy nnplications of Public and Private Health Services 
Interrelationships for Equity 

The equity implications of the relationship between the goverment system and 
private health services delivery activities appear to be straight-forward am 
clear-cut. Private health services delivery activities are targeted at the 
q>per and upper-middle class incane segments of the general population, 
leavi~ it to the goverment and public systems to provide services to the 
remainder of the population. Private health services delivery activities are 
aimed at curative primary and secondary health care activities (which are most 
profitable), leaving it to government to provide preventive and pranotive 
services which are not profitable to deliver on a fee-for-services basis. The 
private sector will only provide a small volume of tertiary care services due 
to the high investment costs required to deliver this level of services, and 
the limited number of high incane earners who can afford to pay the private 
costs of prOViding tertiary care. 

The author of this report requested the construction of Summary Table 3.5.2.1, 
which is presented below, canparing the distribution of government and public 
health services delivery points with that of private sector clinics am 
rospitals. (This table, prepared by Dr. Petra Reyes, a menber of the team 
which prepared the HSA report on the Public and Private Sector Health Services 
Delivery Systems, also appears as Table 6.9 in the Coverage and Utilization 
annex to that report.) Table 3.5.2.1 shows a preponderant concentration of 
primary/secondary care private clinics (relative to population) in the highest 
incane aOO quality of life tier of governorates, while goverment medical 
units of a similar nature (relative to population) are predaninantly 
concentrated in the lowest tier of governorates ranked by incane and quality 
of life factors. Also note that all private tertiary care facilities are 
located in Cairo aOO Alexandria, while goverment facilities are diAtributed 
more widely nationally. 

Some have observed that rapid growth of private clinics has occurred in rural 
areas am mark this as seeml~ evidence of private sector initiative to serve 
poor rural populations. In response to this the author makes the following 
observation~. First, one would expect to see growth in private practice 



SUMMARY TABLE 3.5.2.1 
Ratios Indicating Government ana Private Sector Health Facilities Covirage

By Levels of Care (As Defined by GOE) By Governorate 1980 - 1981 

Primary Care Facilities Secondary Care Facilities Tertiary care Facilities 
No. Per 100,000 Population No. Per 100,000 Population No. Per 100,000 Population 

GGvernorate Govt + Private Total Govt + Private Total Govt + Private Total 
(P.Q.L.I.	 Public Sector'\" Public Sector'" Public Sector'\" 

Groupings) 

Port Said 12.9 35.1 48.1	 4.9 4.9 9.8 
Suez 17.1 46.1 67.7 5.6 5.1 10.5 
A1examria 5.9 79.3 81.2 4.6 2.8 7.5 .19 .12 .32 
Cairo 3.9 95.9 99.9 2.5 5.7 8.1 .40 .36 .76 
Ismai1ia 14.8 37.5 52.3 3.8 .5 4.2 .25 .25 
DCII1ietta 17.6 31.4 48.9 3.9 .6 4.5 
Daicah1ia 13.1 19.8 32.9 11.8 1.3 3.1 .03 

Subtotal (8.1) (66.9) (75.1)	 (2.9) (3.7) (6.6) (.23) (.18) (.41) 

Sharqiya 13.2 13.8 26.9 2.2 1.9 4.1 .03	 .03 
\0Ka10ubiya 12.4 8.2 21.0 2.8 .8 3.7 .05 .05 ex: 

Kafr E1 She ikh 13.5 6.3 19.9 1.3 .3 1.4 
Gharbiya 12.6 15.9 28.5 2.6 .4 2.9 .08 .08 
Menoufia 13.9 7.9 21.e 2.0 .7 2.6 .11 .11 
Beheira 14.1 14.5 28.6 1.9 .3 2.2 .11	 .11 
Giza 8.0 36.9 44.9 1.5 3.9 5.4 .26 .26 

Subtotal (12.4) (16.0) (28.4) (2.0) (1.3) (3.3) (.10) (.10) 

Beni Suef 17.0 8.1 25.1 3.8 .7 3.7 
Fayoum 13.6 31.2 44.9 1.8 .8 2.5 
M:lnia 13.1 6.5 19.6 2.7 .2 2.8 
Assiut 13.3 7.9 21.3 3.1 .6 3.7 .05 .05 
Sohag 13.2 4.7 17.9 2.5 .7 3.2 .05	 .05 

5.3 19.0 1.6 .5 2.1 .05	 .05Quena	 13.8 
.15Aswan 19.4 14.6 34.1	 2.4 1.6 3.9 .15 

Subtotal (14.6) (9.9) (15.8) (2.5) (.5) (3.0) (.04) (.04)
 
Frontier 49.7 16.8 66.5 8.7 1.7 10.3 ­

'lUfAL (11.87) (30.1) (41. 9) (2.5) (1.8) (4.3) (.1~)1 (.18) (.12)
 

# Sumnarizes Tables 888 3M, 888 35C, 888 36A. Enumerations of Government and Public Sector Facilities from Dept. of 
Statistics, MOH (1980 Data) •• Priyate Sector Enumerations from Director General of Non-Governmental Health 
Institutions, MOH (1981 Data). 
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clinics in rural areas paralleling governnent's success in expanding health 
facilities am·· staff in rural areas, since private clinics virtually are 
staffed entirely by govel11lIEnt health service professionals. Thus growth in 
numbers ~of private clinics in rural areas is a favorable consequence 
(externality) of goverrment initiatives and is not the result of "private 
sector" initiatives. Second, even though private clinics exist in 
comparatively IXJor rural areas, it is not clear that roost clients are poor 
persons, or that private fees are low relative to the incanes of even those 
IXJor rural dwellers whom they serve. More information is needed on this 
subject before one can resolve the issue concerning the virtue of private 
clinics in generally serving the poor, urban-based or otherwise. However, 
information needs notwithstanding, distributional evidence of the sort cited 
in the paragraph irrmediately above clearly demonstrates a preference on the 
part of private health delivery activities for concentration on high incane 
segments of the population. In rural areas, much more cash is available now 
partly because some families have members working overseas; families with cash 
certainly account for the majority of those using such private services. 

3.5.3	 Implications of Private and Public Health Services Policy 
Interrelationships ana Implications for USAID Assistance 

Clearly the future evolution of Egypt's health se~:vices delivery systan must 
assign a major role to private health services delivery activities. This is a 
direct consequence of government's lUnited capacity to support the expansion 
of the quantity and a needed increase in the qU:llity of government "free" 
health services. However, it is imperative to regulate standards of 
perfotm3nce and fees and earnings of physicians in their private pra~tice 
health services delivery activities. This is so because all elements of the 
government public system (including the GIUO, Curative Care Organizations, 
etc.) use the same stock of physicians. The higher Erivate practice earning 
rates, the less incentive h sicians have to r orm goverrrnent service 
el ivery act ivities well. Unless government can afford to raise salaries at 

rates equal to rates of growth of earnings in private practice activities, 
in:entive to physicians in goverrm:mt service activities will be further 
uroermined. This is also true of the QUO, which it will be recalled is 
already experiencing difficulty in attracting adequate numbers of physicians. 
As an alternative, government can restrict government physicians from engaging 
in private practice while in government service or retard rates of growth in 
earnings from private practice through the development and enforcanent of 
~opriate tax measures. 



,;,;;He~a;:;.:l:;.:t~h....;P;;...,;o:;.:l:.::i~c,,-Y....;;R~e;;.;.v~ie.;;.;w~,~HS;:;.:A~,~J~ef.;;.;f:;.:e:.::r~s..r..'...;.A..p....;;r~i;;;;"I...;1;;.;;9..;;;8.::;2 --.;Page 100 

physicians could engage in private practice, or serve in foreign countries for 
a tline, after which, upon recertification, they would be licensed to engage in 
private practice in Egypt. The result of these policies would be an increase 
in the quality of government medical services that would ultimately be passed 
through to the private sector. Longer terms of goverrment service would 
result in government receiving an adequate rate of return on public investment 
in paying the full costs of medical education of physicians. Physicians 
eventually would be allowed to work abroad or in the private sector and thus 
would have the opportunity to earn an adequate rate of return (with revenues 
consisting of government salary first and private practice or foreign service 
earnings later) on individual investment in medical education (consisting 
entirely of forgone income opportunity costs while undertaking initial medical 
training). Training fewer physicians would free-up funds (previously spent on 
medical education) with which to increase physician salaries while in 
goverIllll:!nt service and to increase running costs, which also would serve to 
iocrease quality of goverI1I1ent ~alth services. Better trained and higher 
quality physicians would be wO'L"~ing with greater efficiency, because they 
would no longer be permitted 1.:0 engage in private practice, and thus the 
number of physicians needed ip the government service would be proportionately 
reduced, thereby providing rrore funds with which to raise salaries and 
increase running expense ~llowances. Given that public services would be of 
good quality and free at \~he point of service, it would be very canpetitive 
wi th private medical Barvi.::e delivery activities. GlUO services could be 
exparrled, but not to COVF:.i: the whole population. GHIO could be expanded to 
limi ts that financing chrough social security schemes would permit with no 
loss of quality of care delivered. Hence the GHIO would also compete 
favorably with the private medical sector. 

A second set of policy options would involve licensing physicians, reguirity 
continui education and com tenc -based relicensure and certification of a 
h sicians, and re u ati the ractice er ormance 0 rivate health services 
e ivery activities. Management a supervision 0 goverrment sector 

physicians would have to be increased. Licensure examination and other 
regulatory ooards would have to be established and staffed with specially 
trained professionals. Data and information files on performance 
standards,fee structures, and other aspects of medi~l practice would have to 
be developed, maintained and continuously updated and monitored. 

The G<E currently has drafted laws proposing the regulation of the various 
aspects of operating private clinics (See Section 2.1.6, itan 'j', of this 
report). An issue pertinent to this laudable objective concerns how effective 
regulation will be in view of shortages of administrative staff at central and 
local governnent levels. In a nutshell, it is questionable whether or not the 
MOH can gather together ana retain a staff sufficient in number and competency 
to effectively regulate private health services delivery activities. 

Regardless of which set of options is taken by the GOE, USAID could assist in 
helping '~stablish licies, lic standards rocedures, develo nt of date 
systens a certi ication examinations, a training 0 managers and sta 
~onne1. In order to attract and retain health management and health and 
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nonhealth professionals, however, the MOH would have to develop new schemes of 
service, training; aOO canpensation schedules. Also the GOE shOuld consider 
ways to ~rade the status and cOOlpetency of nurses and establish parallel
training a programs for this cadre as well. USAID could also help in doing 
this in the case of nursep. as in the case of physicians. 

3.6	 Policy Issues Concerning Family Planning, Nutrition and Environmental 
Health, and Their Implications for Eguity and for USAID Assistance 

3.6.1	 Policy Issues Concerning Family Planning, Nutrition and Environmental 
Health 

The	 issues here may be stated briefly, as follows: 

a.	 Family planning until recently has lacked the backing and 
cannibnent ~f political leaders. 

b.	 Health professionals generally lack training in family planning. 

c.	 Health professionals lack training in nutrition surveillence and 
monitoring. 

d.	 Food distribution programs appear to lack precise targeting to 
populations at greatest risk, largely due to linprecise data 
concerning income levels and other circumstances of need. 

e.	 The GHIO offers little or no preventive or promotive health 
services, including family planning, at present. 

f.	 It ap~ars that service and maintenance personnel in areas of water 
and sewerage supply are not well-trained to maintain systems. 

g.	 Salaries of water and sewerage service maintenance personnel are 
too low to provide adequate incentives to elicit levels of service 
performaoce that are required. 

h.	 The GOE has no policy reqUIrIng assessment of the health 
linplications bf new water and sewerage programs; heoce, such 
assessments are not made. 

i.	 There. does not ap~ar to be a well-defined and canprehensive 
nutrition strategy and policy in Egj~t. 

j.	 Water, sewerage and other environnent03l control activities lack 
coordination across ministeries and ~'E't'ti~ally annng ascending and 
decending levels of government. 

3.6.2 Lrnplications for Efficiency and Equity 

Efficiency and equity implications are broad aOO pervasive in areas involving 
policy formulation and policy coordination, and need not be elaborated here. 
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3.6.3	 Implications of Fami11Planning, Nutrition and Environnenta1 
Health Policy Issues or USAID Assistance 

The absence of nutrition policy is not so crucial, given that stlrlies have 
shown that in general nutritional status' is rather high in Egypt as compared 
to other nations, perhaps due to general food subsidy programs. However, 
family planning and environnenta1 hee1th areas are vital, and ways should be 
explored to make it possible for USAID to make effective additional 
investments in these areas. 

Family planning appears to have excellent prospects for movi~ ahead, if 
political coomittment and leadership are sustained. It is important to link 
family planning with the delivery of primary am preventive health activities 
(which in principle are combined in the Egyptian context). In this 
connection, the time appears ripe to assist the GIUO in incorporating family 
p1anni~ activities in their program of services. Also, it would appear 
promising to assist the MOH in its general family planning activities aoo to 
introduce population education into school health programs. The matter of 
family planning education in connection with school health programs remains to 
be explored with MOH officials. 

The area of environnental health presents some difficulties, particularly as 
these coocern water and sewerage program assistaoce. While the MOH has broad 
re'sponsibilities in the area of environmental control, it suffers from 
shortages of trained staff to exercise them effectively. In the absence of 
measures to increase incentive structures, assistance in training, capital 
investment, replacement parts and equipnent would not have a great impact in 
the long-run. If personnel lack incentives, upon canpleting training they are 
likely be absorbed into the private "open door" sector or to anigrate abroad. 
In the absence of training, other things equal, benefits of capital 
investments are not likely to be obtained or maintained. Also note that USAID 
is alt'e~y providing substantial assistance in this area. In spite of these 
reservation~, it is the feeling of the author that possibly more can be done 
in this area, particularly at local levels. However, govermtent must be 
sensitive to the need to raise prices for services gradually in the interests 
of raising sufficient revemues with which to maintain systans. 

3.7	 Policy Issues Concerning Health Sector Financing, and Their Implications 
for Equity aoo for USAID Assistance 

3.7.1	 Policy Issues Concerning Health Sector Financing 

Finaoce issues have alrecldy been made fairly clear in other sections of this 
report (see Sections 1.2.10, 2.4.1 and 2.4.2). Financial Policy issues are 
involved with interre1ationsbips between the government/public sector aoo 
private health services delivery activities (see Section 3.5 immediately 
above). 
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Pri~ipa1 issues may be slll1l1arized as follows: 

a.	 The goverIDlent system is overly staffed with physicians and 
t'1Oeful1y umer-fuooed on running cost account. Physicians are of 
low quality which, coupled with low personnel incentives and low 
running cost allocations, has resulted in an extremely low quality 
of health services within the goverIDlent system. 

b.	 The policy of increasing the rate of physician training output, 
coupled with absorption of virtually all graduates into the 
government system, will require larger government outlays on wages 
aoo salaries aoo will impinge more on fuoos available to support 
running costs of government facilities and programs, leading to 
further declines in the quality of services delivered. 

c.	 By contrast, private health services delivery activities are 
virtually unregulated arx:J unconstrained except by the capacity of 
ind i viduals to pay for services reooered, which is rapidly rising 
due to growth in per capita incane. 

d.	 Given that the quality of services offered by the government system 
is low, the quality of care offered by a virtually unconstrained 
private health services delivery system of clinics aoo hospitals 
~pears to be much higher. However, it is not clear whether or not 
the quality of services offered privately is actually "acceptable", 
because activities are virtually unmonitored, uncontrolled and 
unregulated. Note that Islamic values preclude blame for death 
being assigned to physicians. Death is a manifestation of God's 
will. There are no data on medical malpractice in Egypt. 

e.	 The GIUO receives fuooing under a social security wage-based 
assessment scheme and by law is less restricted than the government 
health services in terms of incent ives offered to health 
professionals, employed on salary or on contract, and in provision 
of running cost support. As a consequence of its unique 
circunstaoces, by canparison with the strictly governnent health 
services delivery system, GHIO health services appear to be of high 
quality, but the GHIO provides curative services only. 

f.	 Other health services delivery organizations, including prison and 
military hospitals and Railway Employees Organization hospitals and 
clinics, receive the bulk of their goverrment fuming under other 
sectoral allocations (Interior, Education, Defense) or from patient 
fees. Generally speaking, revenues available to this group of 
delivery organizations are at least as great per health services 
delivery unit as those available to strictly MOH government service 
delivery units. Services delivered are probably of higher quality 
to patients because these nongoverIDlental units coocentrate on 
offering strictly curative services and provide little or no 
outreach services, while goven'lIlent offers sane levels of 
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preventive aOO outreach services in addition to services that are 
strictly curative. 

g.	 Health in general, aOO the MJH in particular, receives a rather low 
priority in tenns of allocations of fuOOs from treasury. Yet the 
MCH is constitutionally charged with responsibility for improving 
the health status of the nation. 

h.	 The M(H is not optimistic that it will be given adequate fuOOs from 
general revenue sources wi th which to carry out its maOOate. At 
the same time, the MOH is required to cooperate in helping to meet 
general social aOO economic develoIJIlent goals of prOViding 
virtually unrestricted entry into educational institutions and to 
provide employment to graduates, hence the large output of 
physicians aOO the absorpticn of physicians into the goverrment 
health service. 

i.	 The MJH, in attempting to meet its maooate of improving the health 
status of the population and in facing the reality of insufficient 
general revenue fuOOs with which to do so, has seized upon the' 
strategy of placing heavy reliance on the GIUO and the private 
health services delivery system to supply curative health services 
to the bulk (if not all) of the population. 

j. 

k.	 The principal advantage of increasing reliance on expansion of 
coverage by the GHIO is that more funds are brought to bear on 
health services delivery in general than would otherwise be the 
case. Encouraging the expansion of the private sector will channel 
high iocane earner outlays on health tCMard the private sector, 
reducing utilization of the government system. GHIO revenues 
derived from wage assessments represent, in a sense, a diversion of 
funds directly tCMard health services delivery finaocing, instead 
of £1(Ming to general revenue furns where they would likely be 
allocated to sectors other than health. It also is believed that 
overall the quality of health services will be enhaoced as a result 
of expansion of GUO and private health services delivery coverage. 

1.	 The ME will attempt to regulate the mixed public/private system 
through the powers vested in the newly proposed High Council on 
Medical Insuraoce, chaired by the ~nister of Health. 
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Several problems posed by this strategy remain to be resolved. The private 
sector teoos to "skim the cream", serving predaninant1..y upper and upper-middle 
incalle groups, leaving the lower middle and lower ir.:ane classes to be served 
by the GHIO or the MUl. Both the private sector and the GIHO provide only 
curative services, leaving to the MOO the provision of essentially all 
preventive services. In principle the GHIO could provide both curative am 
preventive services to middle and lower incane populations. However, the GHIO 
currently is just breaking even, is covering predominately a low-risk class of 
the population (urban workers), and is just beginning to experiment in 
exparrl ing coverage to high-risk groups and consequently to high utilizers of 
health services (i.e., worker dependents and pensioners). The GHIO is now 
breaking even by virtue of surpluses generated from industrial accident 
funds. However, even expansion to cover the number of pensioners that will be 
eligible for ccverage by the system in the next decade - by 1992 - would force 
the GHIO to incur large annual operating deficits (cunservatively esttrnBted at 
L.E. 117.0 millions.) or to seriously reduce the quality of services delivered. 

The public sector system operated by the MOO is woefully underfunded on 
current account. Goverrment has no surplus of fuoos in the national budget 
with which to greatly increase allocations to the public health services 
delivery system at levels that are needed. Similarly, there is no indication 
that funds are readily available to provide subsidies that eventually will be 
required by the GHIO in order to expaoo its coverage without deterioration in 
quality of services. 

Turning the high incane segment of the medical market place over to the 
private sector tends to isolate the MOO fran potential access to needed 
revenues which could be used to expand medical services to the poor. This 
stggests that if government adopts the policy of turning the high incane 
segment of the population over to the private for-profit medical sector, sane 
thought should be given to levying additional taxes on private providers in 
order to generate revenues with which to assist government in providing 
services to the p:>or. 

It also seems clear that as the GHIO begins to expand coverage aoo take over 
MOH clinics and hospitals, it will be able to maintain management control and 
thereby maintain existing levels of efficiency and cost control. As expansion 
occurs, per unit costs are likely to rise significantly. As the private 
sector expands, unless fees are strictly regulated or taxed, the level of 
earnings fran private practice will rise, resulting in an increase in the 
rates of remuneration physicians will require as levels of remuneration for 
Gino service, causing the GlUO cost structure to rise over time. This is 
particularly likely to be the case as the GHIO, the private sector, am other 
public health delivery organizations compete for a canparatively small number 
of "high quality" physicians now believed to be primarily associated with 
Egypt's medical schools. 

The conclusion appears inescapable that goverI'lI1ent' s objective of relying on 
the private sector and the GHIO to provide reasonable quality curative health 
services to the entire population, leaving the MOH to concentrate on provision 
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rivate sector is rather 
or some c ination 0 

Unless the High Counc i1 on Medical Insuratx::e is supported by a sizable arxl 
competent staff of highly trained health system planners, policy analysts, and 
data analysts, am decision makers heed their suggestions, it is doubtful that 
the GCE will be able to regulate the complex system that will evolve over time. 

3.7.2 Itr1ications of .Cur rent Health Sector Financial Policies 
.' for E Hcieocy aIil Equity 

It is not clear that either the GHIO or the private medical "sector" is 
achievirg maximun technological and a110cative efficieocy. Private medicine 
is practiced on a part-time basis and at scales of production that ~u1d 
suggest failure to exploit available economies of scale. Brief examination of 
the operations of the Cairo and Alexandria Curative Care Organizations suggest 
that high quality of services spanning a broad spectrun of primary, secondary, 
am tertiary care services are being offered at reasonable prices to middle 
class consumers. Strict triage is employed and costs are reasonable, 
presumably in large measure due to good management and effective exploitation 
of potential economies of scale. The GHIO drug costs are correspondingly 
shocki~ly high as a percentage of costs (50 percent), which suggests that 
cost control measures are not as effective as would be expected from talking 
with GHIO management or with others who praise this system. 

It seems highly improbable that a division of labor in the provision of 
curative services delivery between the private sector and the GHIO, on the one 
ham, coupled with the provision of preventive services by the MOO on the 
other, could be al1ocative1y efficient. How could the MJH actually provide 
pre~ntive services if (as appears likely) il: turns over its outreach 
infrastructure to the GHIO? Imeed what ~u1d seem likely to occur is that 
the MOH would serve as a kind of directorate of the whole system, issuing laws 
am edicts requiri~ preventive measures to be provided in private practice 
act ivities and by the GHIO. But the MOO would then have the task of enforcing 
its directives over systems that it no longer directly manages. 

Sirce it is difficult to capture fees from all but a small portion of 
.preventive measures am practices, compliance with M)H directives on the part 
of the private sector would be minimal at best. The GIIO would have an 
iocentive to provide preventive services in the interests of holding down 
costs, but only if revenues are held to low levels. However, sioce this is 
likely to be the case, prospects of delivery of preventive services on the 
part of the GHIO would appear favorable. However, cost and revenue assessment 
circumstances suggest that the real capacity of the GHIO to expand coverage 
rapidly or very far is in fact rather limited. Also, the provision of 
preventive services essentially wo~ld be a new area of activity to the GHIO. 

Given the private sectors' proclivity to serve comparatively high iocane 
segments of the population (20 percent) am the limited ability of the GHIO to 



.;,;:H~ea::;.;l=.;;t~h;...P;;;...o=.;;l;;.;;i;.;;.c..	 .....;J...;.e_f_fe;;.,.;r.....;s~,...,;A;.;;,jp~r;..;;i;.;;;;1...,;1::;.;9;...;8;.;;;;2~
Y.....;R~e~v..;;;.ie~w;...,~HSA;.;;.;;.;;..t..'	 --.,;Page 107 

acquire adequate revenues' to cover its canparatively high projected patient 
costs (L.E. 20.0 per beneficiary currently) for a very large proportion of the 
population (perhaps 60% at best), it would appear that at least 20 percent of 
the population (including the poor) would not be covered by either the private 
or the GIUO system. Thus the uit issue of overwhelmi im rtance is that 
the GOE scheme would resu t .in . no care ing ma e ava i a e to t ose In 
greatest need, thOse living in urban and rural areas below the poverty line. 

3.7.3	 Lmplications of Current Health Sector Financial Policies for
 
USAID Assistance
 

The conclusion which emerges is seems clear, if the poor are to have access to 
effective health services: either part of the government curative health 
services delivery systan must be r.eformed, to insure that a reasonable level 
of health services is available to the IX>or, or the FOor, constituting a 
medically im igent class of health care consumers, must be given access to 
reasonable care provided by the nongovernmental health services delivery 
cOOlFOnents of the health servkes delivery system. USAID could assist the 
gover1'1I1ent in selecting the best policy from those available am then assist 
in the GOE implementation of the policy selected. 

3.7.4	 Financial Policy Options Available and Further Implications for 
USAID Assistance 

One broad policy option for the GOE to consider is to effect a more balanced 
approach to the projected developnent of the health services delivery system 
than the approach consisting of primary reliance on private practice and GHIO 
expansion. This would imply allowing the private sector, GIUO, and other 
segments to exparrl, including the Curative Care Organizations, non-GHIO 
employee security organizations, and the service elements of educational 
oospitals am institutes, as well as the service canponents of university 
rospitals. 

Promoting balanced expansion of non-gover1'1I1ent health service components would 
pennit the rate of expansion of the government health services delivery system 
to slow down in the interests of improving the quality of care provided. 
Goverrment health services could be targeted at low incane urban and rural 
populations. The latter would imply posting fewer physicians to goverrment 
service, but would require raising salaries in government service, reassigning 
gover1'1I1ent physicians to non-gover1'1I1ent health services delivery service 
cOOlIX>nents, restricting goverrment physicians fran private practice, bonding 
phys icians in goverrment service for longer periods of time, and terminating 
accrued pension benefits when physicians are released fran goverrment service 
either to the private sector or abroad. 

The GHIO would be allowed to expam population coverage only to the extent 
that increased subscription assessments would permit revenues to cover costs 
of service, perhaps to eventually cover 50-60 percent of the total 
population. This would obviate the necessity of providing massive subsidies 
from general revenues to the GIUO in the future. Without need to subsidize 
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the GilD fran general revenues, allowing the GlUO to expand its coverage 
sanewhat would relieve pressures on the governnent system am allow· that 
system to upgrade services with existing resources and to concentrate on 
providing better services to the poor. 

Another broad policy option, following the existing governnent policy 
direction, would be for governnent to phase out of providing curative health 
services altogether, at least below tertiary care levels, am to allO\J the 
GIlD, Curative Care Organizations and private clinic/oospital health services 
.delivery canponents to expam. Goverrment would then be required to regulate 
all elements of the system and subsidize the GHIO as needed from general 
revenue fums. However this would ultimately require that governnent primary 
and secondary curative care systems Virtually be handed over to other health 
services delivery cCIIp:ments, principally to the GlUO. MJreover, provision 
would have to be made to provide access to care of behalf of the 20-30 percent 
of the population which is medically indigent, which would not be covered by 
nongoverrmental delivery components. 

One way governnent could attempt to insure accessibility to health services on 
the part of the poor would be to establish sliding fee schedules, with the 
requirement that private physicians serve all income segments of the 
population, including the poor, up to a maximtm of say 20.0 percent of the 
total nunber of patients treated by each physician. Governnent also could 
establish a national health insurance system that would reimburse health care 
consuners regressively, i.e., pay a higher fraction of costs the lower the 
patient t s level of incane and wealth. These nontax transfer mechanisms may be 
more difficult to monitor, enforce and administer than levying additional 
taxes on private providers sufficient to subsidize the public system. Thus 
levying additional taxes on private providers may be the most feasible way to 
insure uit in accessibilit to health services on the rt of all se nts 
o t popu atlon. 

Several taxes which may be considered come to mime One is an annual llmp-slll1 
licensure tax, graduated by scale of private practice, e.g. L.E. 50.0 or 
L.E. 100.0 annually, depeming on whether physicians are in part-time or 
full-time practice. (Note that the suggested rates of annual tax are 
arbitrary and illustrative only. MJre classifications could be added if 
administratively feasible.) Also note that licensure and relicensure might be 
made conditional on fulfilling continuing education training, in the interests 
of upgrading private practice. 

A secom tax mechanism to be considered would involve levying a stamp tax at 
the source of transactions. Every physician would be r:cJuired to purchase 
serialized stanps, each of which would bear the physician s license nt,mher. 
Each private patient would carry a medical record card and would pay a fee 
(say 10 P) at each visit' to a private provider. Upon ~yment of the fee, the 
physician would enter a fresh stamp into the patient s medical record book, 
am affix a stanp to any prescriptions written. No pharmacist would be 
allowed to dispense other than over-the-counter drugs without a physician's 
prescription with a stanp affixed. The phannacist would maintain a record of 
the license number, date, cost and drug~ dispensed. 
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Such a stamp tax system would provide a basis for phannaceutical audit, a way 
of IOOnitoring physicians' prescribing patterns, am a reasonably accurate 
record of visits to individual private physicians (given the high expectations 
of patients and reliance of physicians on drug utilization in Egypt). A good 
record of numbers of patient visits to each physician would assist in the 
collection of accurate levels of incane taxes, which are already levied but 
are currently not collected effectively. The physician would be responsible 
for turning over the stamp fees to the goverI1l1ent quarterly. Pharmaceutical 
audi ts would help to enforce canpliaoce. Patients would be exempt from paying 
stanp taxes if treated by goverI1l1ent physicians; the StClIlp would still be 
affixed, but would bt: counter-stamped by an authorized and responsible 
official of the goverI1l1ent medical unit in which the physician is employed. 

Another way to provide accessibility to medical service!i to the poor is to 
formally am officially define and identify a class of medically iOOigent. 
Medical record passbooks could be issued to the medically indigent, once they 
were accurately identified. The mediccdly indigent would then seek care in 
private clinics and hospitals, GHIO, etc., which in turn would be required to 
provide services to them, with reimbursement provided by goverment at set 
fees and rates. 

The medically iOOigent program could be managed through a decentralized 
administative process, with the provision of central government grants-in-aid 
to governorates. Governorates could be granted tax authority to raise 
revenues with which to supplement centrally provided grants-in-aid. All funds 
would be pooled aOO would be allocated among the various health services 
delivery canponents accordirg to numbers and types of services provided to 
indig~nt populations. The resulting system would be similar to that of the 
u.S. system in that it would incorporate a Medicaid type program for the 
medically imigent. 

A third broad financial policy option would be to encourage the development of 
competirg private health insurance plans, with premillJ1S of the medically 
iOOigent being subsidized from State funds. Insurance plans could be 
established of an indemnity sort, that would allow patients to pocket the 
differeoce between indemnity payments and actual costs of service in order to 
eocourage efficient selection of cost-effective providers. Implicit 
cq:>ayments would be required in cases where consuners selected highest cost 
(and presLDlably high quality) providers who charged fees and rates in excess 
of established indemnity rates. 

It soould be noted however, that there are many different types of health 
insuran:e and none guarantee access to care. Health insuraoce could be of an 
irrlemnity type (i.e., one which provides a specified payment for each 
proced ure) , of a cost reirrbursement type (prOVides for payment of scme 
fraction of costs of utilization, constituting zero co-payment if payment is 
100% of costs), or of a prepayment subscription type. Any of these types of 
health security financial mechanisms could serve to underwrite the coverage of 
the full costs of delivering services (plus targeted profits in the case of 
private sector health services delivery activities), depending on established 
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premillI1s, JX>ssible co-payment and/or subscription rates. Thus the 
introduction. of health insurance does not imply wide accessibility to medical 
services to· conSllI1ers, because premiun subscription costs could be so high 
that only the upper am upper middle classes could afford insurance coverage. 

Health insuraree would, however, reduce ureertainty with respect to the timing 
of financial obligations on the part of health care consllI1ers. Payment of 
premiuns or subscriptions regularizes the timi~ of the financial obligations 
of const.mers (canpletely so in the case of prepayment in the absence of 
co-payment requirarents). Health insuran:e also pools risks so that, given 
large population coverage, premillI1 or subscription costs in prireiple can be 
lower than would be the case of high-utilizing individuals who are not covered 
in an insured population. 

It is :irrqx>rtant, however, to point out that there is sane disadvantage to 
ereouragi~ the developrent of canpeting private health insuraree schemes. 
One problem is that the existance of many small insuraree organizations 
reduces the potential for risk pooling. Second, encouraging competing 
financ ial insuraree schemes may tend to result in escalation of physician fees 
and other health service prices, as has been the experience in many western 
countries. Third, financ ial health insuraree schemes fail ~o reimburse 
providers for preventive and promotive health measures and thus place 
predaninant emphasis on payment, heree on provision of curative serices only. 
Fourth, in the absence of appropriate deductible and copayment provisions, 
health insuraree tends to encourage over-utilization, particularly of 
secomary and teritary health services. Fifth, it may be observed that the 
current system already consists of many overlapping aoo canpeting service 
delivery ccmponents, and thus little is to be gained by introducing finareial 
schemes that accentuate c~etition, particularly when these are only a few 
high quality providers available. 

The current system does not lack variety or canpetition. Principal problems 
of the current system are fundamental in nature and coreern issues of equity, 
accessibi lity, quality of service, organization, management and supervision, 
and more appropriate incentives structures. In the opinion of the author, 
these factors would not be addressed very effectively by the introduction of 
private health insuraree schemes. 

Other financial options could be proposed. It is clear that various financial 
policy options should be studied in depth and in connection with fundamental 
problems. 

Regardless of which general policy framework is selected, it will be necessary 
to strengthen MOH managarent and administration, data collection, and data and 
policy analysis capabilities. Also, it will be necessary to provide 
assistance in traini~, supply, commodities, etc., in efforts to upgrade and 
help expand various components of the health services delivery system. 

In the event goverrment redresses current health sector finareial JX>licy 
issues, the followi~ specific types of AID assistance could be considered: 
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a. Assistarx::e in policy analysis and developnent. 

b. Strengthening the management, data analys is, cost control, 
copayment setting, risk assessment and actuarial bases for GIUO 
operations. 

c.	 Assist the GOE to establish an indeperxJent Secretariat to the 
newly-created High Council on Medical Insurance. This would 
involve establishing a cadre of policy analysts and planners who 
would assist the MOH general directorates in monitoring the system, 
coordinating data collection and analysis, aOO preparing position 
papers on coOOitions and circLll1stances of gover.nment, public and 
private sector medical practice, schemes of service. fees and 
costs, copayment rates, subscription and assessment rates, etc. 
Assistance could be provided to train personnel, develop 
organizational structure, develop job descriptions, aOO establish 
ccnmunication aoo monitoring linkages to the various directorates 
in the MOH and to other ministeries. 

d.	 Assist in developing programs of skill upgrading aOO continuing 
education of health professionals, with primary focus on, but not 
restricted to, physicians and nurses. 

e.	 Assistance in the design and develo]?lrent of a coordinated health 
information system which ~uuld continuously collect data from 
government (all levels), public aOO private sources. 

f.	 Coomodity transfers of supplies, materials, and other items needed 
to assist in upgrading the health services delivery system. 

g.	 Assistance in integrating preventive and promotive health services, 
including family planning services, with the regular curative 
services already being provided by the GHIO. 
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4.0 Same Re:pmmended Options for USAID Assistance 

4.1 Introduction 

The analysis of Egypt's health sector policies and problems has been 
presented rather critically. In this connection it should be noted that 
there are many excellent features of Egypt's health sector and its 
development, particu1ari1y as concerns the goals that have been achieved 
in exparding health infrastructure into rural areas, development of the 
rospital system generally, and attempts to train adequate numbers of 
health professionals to staff health facilities. In most respects, 
Egypt's health service delivery system has achieved or exceeded targets 
of coverage and staffing established by WHO, yet the systan has enormous 
problems, mst of which, hopefully, have been identified in this report 
aOO in others prepared in connection with the Phase I Health Sector 
Assessrrent. 

It also should be noted that the u.S. and other so-called developed 
nations have had many health sector problems in the past, and many 
problems persist at present. However, progress has been made in 
resolving u.S. health delivery problems and those of other western 
nations through facing up to problems that existed, identifying the most 
linportant constraints on existing systems, and attempting to remove them. 

The specific policies and programs that exist in the u.S. and in other 
western countries would not be appropriate for Egypt or for any other 
nonwestern nation, generally. However, the approach of tackling the most 
linportant constraints on health systems first, with later efforts 
directed toward problems of less importance after successfully removing 
or reducing the significance of major constraints on the system, makes 
sense in any context, western or otherwise. 

In this final section of the HSA Health Policy Report, the author 
attempts to present correlated lists of issues, GOE policy options 
available for consideration, types of USAID assistance that would be 
useful in light of policy initiatives taken by the GOE, and rough 
indications of the probable timing and levels of funding that would be 
required to assist the GOE in solving existing problems. 

Obviously, the categorical designations of issues presented here reflect 
a "systems point of Vietol," rather than an isolated orientation to 
selected problems. A systems perspective is more consistent with broad 
sectoral assistance than an independent problems approach. 

In Section 3.0 above, the author has tried to view problems within the 
context of system canponent interactions (dynamics). .This approach was 
uOOertaken in the interest of sorting out problems which have a more 
pervasive and general impact on health system activities and development 
potential from those problems which are more isolated and independent in 
nature. Those ptob1ems that are largely independent have a less 
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constraining influence on the capacity of the health system to develop in 
the future end thus rank as being of canparative1y less importance. 
These latter problans represent weaknesses in the current systan which 
could be overcane rather easily in canparison with the major prob1ans 
constituting constraints on overall system deve10IJllent. However, it 
~nould be noted that there is little virtue in patching-up weaknesses, if 
major constraints receive little or no attention. 

Naturally any classification scheme is rather arbitrary and necessarily 
will reflect the biases of the person(s) developing it. The author's 
biases are both cultural and intellectual and readers will undoubtedly 
disagree with certain a'LxI possibly all designations. Thus the issue 
classification scheme presented in Table 4.2.1 below (although discussed 
wi th various persons in the course of its developrent) reflects rr.ainly 
the views of the :3uthor of this report. The scheme and its contents are 
suggestive and of course in no way binding on Egyptian counterparts, 
PhRse II U.S. and Egyptian experts, or on U.S. and GOE officials. The 
scheme serves to summarize the conclusions reached in this report, which 
initial reviewers have considered to be supported by other HSA Phase I 
reports and findings and by their own knowledge of the Egyptian health 
sector. It also may serve as a useful illustration of how one might 
proceed in connection with substantive discussions concerning identifying 
Egypt's major health systan delivery policy issues and problems and 
utilizing U.S. assistance to maximum advantage toward resolving them. 
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TABlE 4.2.1
 

ISSUES, roLla OPl'IONS, 'tYPES OF USAID ASStSfANCE, TIffiN:; AND IJmATtON OF FUNDIN:;, AND FUNDIN:; LEVELS
 

. 
Issue roE Policy Options Type of USAID A!lsistance Timing and Duration	 Flnding Levels 

I. Major Health System Constraints 

1. lDw health 
priority in 
roE budgets. 

A. No change in priority 
given to ~~alth. 

A. Ccmmdity transfers only. A. Initiate a~ soon all need is 
detennined and complete as 
soon as possible. Duration: 
lIe:l iun tenn only. 

A. Minimal. 

B. Elevate priority given to 
health and address other 

B. Broadest range of assistance 
needed to rationalize the 

B. Initiate cc~ity transfers, 
technical assistance and other 

B. As needed. 

major health system 
policy issues and problens. 

system. programs. /'1ediWl and 
long-run duration. 

2. Rigid health 
planning and 
budgeting 
procedures 
and processes. 

A. No change in existing 
procedures and processes. 

B. Initiate changes toward 
greater planning and 
budgeting flexibility. 

A. 

B. 

Selected progrcm; desi~ed to 
upgrade c~nents of the 
system. 

~ltiple progr~: 
1. ProgrClllS to improve planniug 
and budget fng procedure!l at 
national and local goverrment
levels. 

A. As programs are identified 
and designed of short 
duration. 

B. Inmediate and mediun range 
programs with lo~ term 
implications ~.IOuld be designed 
as soon as possible. 

A. Minimal to 
DDderate. 

B. M:lderate to 
substantial. 

2. Broad range of progran.<;
potentially suitable for system­
wide replication. 

3.	 Persomel A. No change in current 
incentives, incentives, management and 
asnagement, and supervision. 
and super­
vision. 

B.	 ODE initiates policies to 
increase personnel
incentives and improve 
management and 
ministration of system, 
including licensure, 
relicensure, and 
canpetenC"j-based
certification programs. 

A.	 Training progrllll<; to upgrade !lki11 A. Initiate as soon as need is A. MinilMl to 
levels of existing physici~n!l and detennined and complete as DDderate. 
nurses, elevate status of nurse!l, soon as pos!lible, for mediun 
and increase length of nur!les I term duration 
working life expectancy. 

B. All of the above 
plus pr~rams to assist in 
developing and implementing
licensure, relicen!lure and 

B. Initiate as !loon as programs 
are des igned and approved 
and initiate mediun to long­
range programs. 

B. ~erate to 
substani:ial. 

competency based recertification 
programs. Also prDgr<mlS
designed to develop schemes of 
service to encourage careers in 
medical administration and 
management. 

-
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q~' Low quality A. No change !n rates of A. No progrMlS for training nel~· A. Length of eKlsting fur.Jed A. As approved
.: of training physician trainin~ or other health professionals beyond Suez University project.

and service. efforts to upgrade medical already funded programs.
education. 

B.	 ODE policies initiated 
to restrict growth in
medicsl enrollments and 
to upgrade medical
education. 

C.	 Adopt policies of 
bonding physicians in 
goverrment service for 
longer periods. &prohibit ­
ing private practice and 
emigration abroad until 
government receives a 
positive return on cost of 

.education, plus continuing
education and competency 
based certification. 

D.	 Adoption of continuing
education and cOlllpetency­
based certification 
policies. 

8.	 Programs to upgrade medical 8. Build on Suez University Substantial. 
education and to support training program, make appropriate
of new health personnel. modifications, and develop

sUnilar programs on behalf 
of nurses and other health 
personnel as soon as possible.
Programs would be medium to 
long term. 

C.	 Assistance in developing C. 'Mxferate. 
continuing education skill ­
building and competency-based
certification programs. 

D. Assistance in developing D. Initiate design of D. Minimal. 
continuing education and medium tenn continuing 
competency-based certification education and ccxnpetency based 
programs. certification programs as soon 

as possible. 

5:	 Relationships A. No change. A. No program inItiatives. A. Zero. A. No funding. 
with private 
sector. B.	 Initiation of policies B. Programs to support developnent 8. Design technical assistance B. As au:h as needed 

to restrict private of regulatory agencies, staff program as soon as possible. to develolIlll!nt in 
practice on part of of High Council on Medical this area •. 
government physicians and Insurance. 
otherwise to regulate
private practice activities 
(including increasing the
efficiency of foreign
exchange acquisition). 

i
6. Health sector . A. No policy in this area is 

financing not a ODE Option, as it is 
arrangements inconsisten~ ~ith 
and as!luring predaninant goal of equity. 
access to ser­
vices on the B. Policies to rationalize 
part of the. educational policies and 

governnent relationshipspoc.~. 

with private !lector, 3.8 & 
S.B above, and to encourage 
QUO, private sector, and 
other public sector health 
service delivery units to 
grow in balanced fashion, 
while targeting government
delivery system toward 
rural and urban poor
populations. 

A.	 - A. - A. -

B.	 If in conjunction ~ith policy 8. As soon as 6.8 is designed and B. Substantial. 
options 3.8 and 5.8 above, then selective programs and projects 
3.8 &5.B assistance, plus can be des igned, wi th med hm to
 
selective support of lo~-range Unpact.
 
government health ~ervices
 
delivery system expansion
 
targeted at poor rural and urban
 
populations, programs of technical
 
assistance (actuarial sciences and
 
econanics) to GIUO and the High

Institute of Public Health.
 

1 



C. OD£ adopts policies of 
sliding fee schedules, 
lump-sun, licensure or user 
taxes and/or establishes 
programs for identifying 
and serving medically 
indigent classes. 

C. Programs to assist ~stablishment 
of fee schedules, new tax 
programs, and medical indigent 
programs, possibly administered 
at locaL government levels. 

C. Initiate medium term 
programs as soon as 
possible. 

C. MxI~rate. Cpg) 

D. ~licy to promote gr~~th 
In competing private health 
insurance schemes. 

D. The technical assistance to 
develop private insurance 
schemes. 

D. As soon as policy is 
fonnu la ted , initiate start-up 
shert-run program only. 

D. Minilnal. 

1.	 Fmtily A. No new policy. A. Continue existing programs. A. As progrc1llllEd. A. Existing levels. 
planning
and orher B. Initiate policy to 8. Technical assistance and gener~l 8. As soon as policies are B. Substantial 
illness incorporate famiLy program assistance to GlllO fOrtmJlated a",J project designs increases above 
prevention and planning and other and to MOH, training of additional can be canpleted. Projects existing levels of 
health preventive sevices to health professionals. and supply would be of mediun to long­ support.
promotion GHIO service activities and resupply of contraceptives term duration. 
activities. and to introduce family to GHIO. 

planning into school
 
health p:-ograms.
 

00£ Policy Options Type of USAID Assistance Timing and Duration Fe.nUns Levels 

11. Improvements in Other Sectors Related to Health. 

i. Nutrition 
strategy and 
and policy. 

A. (D£ develop~nt of a 
comprehensive unified 
nutrition strategy and 
policy. 

A. Technical assistance for policy 
developrent and continued food 
commodity transfers in this area, 
training of health professionals 
in nutrition surveillance and 
monitoring, and development of 
programs to assist more precise 
targeting to populations in 
greatest need. 

A. As soon as policy is 
fortmJlated. Projects would 
necessarily be of medium 
term duration only. 

A. MxIerate. 

2. EnvirormentGl 
health. 

A. No changes in levels of 
lalary; .10 assessment of 
health Unplications of 
new water and sewerage 
projects; no gradual 
changes in rates charged 
for services. 

A. No programs to be newly 
initiated. 

A. Length of current projects. A. Exiltf~ levels. 

B. ODE policy initiatives to 
increase personnel
incentives, gradually 
raise charges for ser~:ces, 
and adopt and implement 
poLicy of assessing health 
implications of new water 
and sewerage projects. 

B. New programs of training of 
maintenance personnel, providing
replacement parts, and otherwise 
upgrac;ng systems; technical 
assistance in developing 
appropriate pricing and retail 
distribution procedures: 
management development. 

8. As soon as policies are 
fOrtmJlated and in place
and programs are designed. 
Program support would be of 
medium to long term duration. 

B. Sublltantl.l. 

(f­, 
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Washington, D.C., January 1979 

International Monetary Fund and Arab Republic of Egypt 
Recent Economic Development Report 
February 9, 1981 



Loza, Sara, et al 
Professed Policies and Implementation, Monograph prepared in connection 
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Warner, Dennis and Donaldson, David 
Environmental Health in Egypt: A Sectoral Assessment and Recommendations 
Wash Field Report #33, January 1982 
Prepared for USAID 

World Bank 
Health Problems and Policies in the Developing Countries 
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