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I. EXECUTIVE SUMMARY

Early in calendar year 1987, USAID/Pakistan had developed a PID to expand
and consolidate the recent gains which had been made in the previcus five
years in expanding immunization coverage and introducing ORT into the
primary health care activities in Pakistan. The purpose of this
consultancy was to provide an economist on the project paper (PP) design
team to work with the Mission and Pakistan counterparts in completing the
development of the PP. The Pritech Project had been asked by the Mission
to field the team and it had made a request to the REACH Project to find a
suitable eccnomist team member. There were two principle tasks outlined
for the economist team member in the materials sent from the Mission prior
to the consultancy. These activities were to: a) provide an economic
analysis of the envisioned project, and b) conduct the financial budgeting
for the project paper. Regarding the latter activity, it was also
requested that it be developed in conformance with and provide one of
several field tests of a recently completed document for the ANE Bureau on
costing guidance for health service delivery projects.

The report summarizes this project paper team member’s activities in
relation to the above defined scope of work objectives and provides as
appendices to this report: a) the economic analysis for the project paper
prepared by a Pakistani counterpart colleague, Mr. H.U. Beg; b) an

outline of the project paper components and related preliminary budget; and
¢) a list of persons contacted while working in Pakistan.

With respect to key findings and/or recommendations, they are listed under
the relevant sections of the report. However, two points are relevant
here. First, given that the PID for this project did not provide the
precise guidance required for the development of a project paper and that
the mission wanted to have a very collaborative project design style with
substantial GOP involvement, most of the design team’s time was spent in
obtaining agreement from various GOP ministries, other donors, and USAID
about which project elements would be included in the PP design, how they
would be configured, and how they would be implemented by both entities of
the GOP and outside organizations. It was very useful to have an economist
participate in this process since there were a number of instances where
economic and management issues such as recurrent cost financing,
cost-effectiveness of alternative delivery mechanisms and program
sustainability were important in defining project components. The latter
notion became the principle rationale for many of the project components
which sought to improve the management and information systems of the
existing child survival programs in the country.

Second, it became clear that while the costing guidelines were well
conceived from an accounting perspective, they were generally not helpful
in preliminary stages of project design budgeting work. It is important
to develop a strategic planning framework which is consistent with the
guidelines but which is more helpful to a team and a mission which is
trying to address the resource implications of a large project which is
being developed at the same time.
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ITI. PURPOSE OF TRIP

As was stated in the executive summary, there were three items in the
economist team member’s scope of work. Two items were in the initial
mission cable: a) prepare the economic analysis and economic justification
for the project; and b) develop the financial budget for the PP. 1In
addition to these two stated items, the REACH Project requested that I test
the costing guidelines in developing the project’s budget. Finally, upon
reaching Pakistan, it was clear that there was another item added to my
scope of work, i.e., help the team develop project components, develop a
comprehensive rationale for them, and develop an implementation strategy
for them. This latter addition became the most time intensive activity in
which I engaged although I also completed the other items as well to the
extent that the various experts involved with the technical design of each
component had completed their work.

IV. RESULTS/CONCLUSIONS/RECOMMENDATIONS

All items on the scope of work were completed. The economic analysis
activity is separately reported in the appendix document entitled,
"Economic Analysis of the Child Survival Project in Pakistan". That
document reviews the macro-economic context of the project and addresses
the balance of payments and GOP fiscal issues, which, in a potentially
changing geo-political climate, may lead to some important problems for
health and other GOP financed activities. Some of the economic benefits of
the two main project delivery components, i.e., ORT and EPI, are presented
in the form of cost savings and cost-effectiveness analyses. Potentially,
both interventions have considerable economic benefits in the context of
Pakistan. Finally, the role of the private sector in the delivery of child
survival services and the potential for cost recovery are reviewed, with a
set of recommended experiments on both accounts. :

In Appendix 1 entitled, "Status of the Child Survival Project Budget",
several items are presented. First, the structure of the project and its
components are depicted. As is discernable for the list of project
components, the project is defined into five major parts. The first three



parts are designed to have a substantial impact of infant and maternal
mortality and morbidity over the life of the project via the expansion of
the use of ORT and coverage of the EPI and improving other specific health
services. The last two components are designed to develop a sustainable
set of child survival interventions via: a) improving the management of
the child survival components of the health care systems; b) developing
improved health and resource management information systems; c) increasing
the utilization of other than GOP health care delivery systems for child
survival services; d) improving the status of women via expanding
employment opportunities; and e) conducting special studies on various
operational research issues and problems.

On the subsequent pages of the appendix the status of the project design
and related budget for each project component is depicted. As is evident,
the project design has yet to be completed. As a consequence, the budget
development, in accordance with the costing guidelines, has also yet to be
completed. However, to the extent that the components have been designed,
the budgets reflect the degree to which each component has been designed.
The detailed budget tables have all been sent to the USAID Mission in
Islamabad and amount to over an inch of paper in their present form and
copies are not included in this report. In addition, computer diskettes of
the work have also been sent. The consultant retains a copy of the
diskettes in his own file. A summary of the total project budget as it
exists as of 12/11/87 is included for informational purposes.

The budget has been developed in a format which is in accordance with the
ANE costing guidelines. However, since the project has not been fullly
designed as yet, some project components have not been budgeted properly.
The budgets have also not been reviewed by the design team nor by the
Mission. This situation is due to the process of project design described
above by which GOP and AID have been involved in close collaboration.
Since the budget tables have been formatted according to the costing
guidelines, and since the mission has a copy of the diskettes, it is
assumed that the Mission will revise and complete the budget according to
its own needs and requirements. This consultant is willing to provide
additional assistance where all relevant parties agree that it is required.

With respect to the third scope of work item as defined by REACH, it is
important to mention that the costing guidelines were designed for an
important purpose of improving the consistency of financial information
(and its underlying economic rationale) about AID supported activities. - If
the guidelines are followed by the field, the resulting information will
certainly be of use to those in positions of decision making responsibility
within AID within a few years. However, with the exception of the
suggested tabular formats which will certainly improve information
consistency, the document provided little guidance to the PP team which
found that it needed more of a strategic planning document which provided
some guideline assistance about how to allocate across project components
with little a priori information about costs of program elements, and the
potential or actual impact of the proposed interventions as they presently
are configured or may be redesigned in the future. It is suggested that
such a document be developed for the field use by PP teams and reviewved by
their respective team leaders prior to going to the field. The financial
analyst or economist should also review such a document prior to going to
the field.
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Economic Analysig.of the
Child Survival Pro@e:t in fFakistan

Thte a&aralysis addrecses six important ecomomic topice of
reisvance to the successs of the project during the life of the
prosect (LOF) as well az subseauent to it. JThese topics include:
a:@ the macrc—egonomic context of the project:; br  an anslvels of
GOF hexlth expenditure patterns, particuilarly as 1t pertsins to
chtlid survival activitiesy; ©) an analysis of some of the economic
savings of using child survival therapeutic technologies in
Fakistan; d) an analysis ofi the determinants of the importiant
progress made towards the achievement of child survival via the
EFl and other programs of the GOF and {he donor community over
the 198BZ-1987 pericd: e} the role and expectations of the praivaie
healtnh care providers towards child survival activities now anc
over the LOPy; and ) +the issues and options pursuaﬁi itz cost
recovery for both child survival programs &s well as other

services provided by GOP health providers.
Macro—Econamic Context

Fakistan has been experiencing & relatively high rate ot
economic gbowth over the last fourteen vyears since the {i1rst
major international oil price shock in 1973 (see Table 1). Since
that period the country has experienced an average of 6.25
percent real growth in GhF, with the figure baing eQen higher 1in
the most recent five years (arocund &.7 percent per year). 1In per

capita terms income gﬁnwth has averaged about 3.2 percent per



Table | An Analysis of Pakistan's
Macro-econoeic Trends, 1955-87

Rate of
G0F in trouth in
Prices 1380 60P
Year bill rupees

1988
1955 82,98
1959 93.60 12.9
1860 i0§,46 137
1961 108.70 0.2
1982 1317 .1
1983 128,50 7.4
1964 127.84 5.7
1985 132.28 35
1965 142,48 1.1
1987 136,44 4.4
1968 142,95 5.0
1959 150,48 5.3
1979 146.85 )
1971 147,88 0.7
1972 188,48 0.4
1573 188,78 5.9
1874 167.58 5.6
1978 1715.28 4.5
187 183.35 4.8
1971 196,32 3.9
1978 205,85 8.1
1978 215,85 4.9
1980 23453 8.8
f981 250,52 7.0
1882 266.43 6.2
1982 281,57 B.4
1984 298.67 5.3
1985 322.51 8.0
1988 6.7 1.5
1987
198

AE TI/ES

87.57058
6.26

Ave B0/86

138.2814
LTV,

Source. IW, Financial Statistics
Yearbook, 1967



vear guring that same period. During this period Pakistan has
alen beén able to marmage its rate of monetary expansion, and as a
cuonssouence, the rete of inflation between 1930 to 1983 was only
.1 percent per vyear which was one of the lowest among ithe
thirty=-orne leow income countries reporting that information in the

Worle Development Report, 1987,

Hivern that & large chare of the cost ot operating a child
survival program reqguires Yoreién exchange te procure, 1t is
instructive to ascertain what the trends &re for Fakistan's
balance of payments (see Table &7, Fakistan's balance af
paymente  situsation isl determined by several important factors.
The country's foreign exchange earnings is determined by the
export of a number of agricultural products led by cotton and
rice. In recent years international prices for these two crops
have beern relatively high. However, merchandise export earnings
nave not kept pace with the country's import bill reguirements.
Since the first oil price increase in 1973, the country has been
‘able to earn substantial foreign exchange via worker remittances
frcm- abroad. During the early 1980s these remittances from
Fakistani workers in the Gulf states were over & billion dollars
each year -‘and in 1983 they topped T billion dollare. However,
since then such earnings have declined to around 2.6 billion in
19864 arnd are expected to decline further over the next several
years to a fiqure in the neighborhood of 2.0 billion dollars by

the early 1990s8. Thus, total foreign exchange earnings will be

under increasing pressure to finance the country's growing import



Table 2. An Analysis of Pakistan's
Balance of Payeents Trands, 1967-87

Bal, of Payments (aillion ¥ Parcent Percent Percent

: . Official 7 Bal Pri TransPri TransQ#f Aid
E4, m, T Bal  Private Aid Minuse J Minus is of T is of It is cf I#

Transfers Pri TransOff Aid Bal

Year - .
1967 g7 113 ~£4) 4] 212 =502 -299 .85 0 268 18.08
19e2 B4t 9 -3t £ 192 -252 €0 2507 8,93 13.55
1853 43 571 38 17 3] -2l ~152 32,87 1t.02 7.11
1870 672 1Z10 -538 gl 38 -457 -4}19  15.06 B.89 3.1
1974 651 1081 -420 85 i18 -358 -24) 15,48 §.01  10.5%
1972 827 860 -3 123 L] 104 -53 86,36  15.00 5.23
1373 938 1039 =104 147 43 4 8% 145.5¢ 18,15 4,14
1974 015 1302 -BA7 mn 65 -T16 -645  13.%5 3.3 .82
19% 1050 2201 -lIst 5 128 -881 -54 .77 {24 5.80
1976 1167 2192 -1025 433 111 -592 -8 2.4 1975 5.06
1971 1121 2487 -1%6 88 118 -482 -3¢ B4.T1 35,54 §.7%
1978 1397 Ry -8n 1420 105 -404 =303 TT.85 44,08 3.14
1978 1948 4283  -204l 1578 {67 -783 5% BT.4L 36.79 2.89
1980 2569 Cess  -2876 7218 R -658 -2 T2 #0.0 ¢.28
1981 2730 Cgee  -297%6 it x4 -7 =377 Te.02 3.8 8.26
1982 2341 S74¢ 3403 733 30 -616 =280 82,07  48.62 6.27
1983 nn §592  -2718 316 258 401 898 11,77 5T 451
1984 2480 B23¢  -3754 2842 Js4 -812 -428 78,37 47,18 .16
1985 2648 £878  -32%0 Aty K2 =520 -i66 82,90  45.10 8.02
1986 KICH tegl  -2020 2635 476 -168% 291 9348 M 7.99

1987 :

fve 77/88Ave 77/86

Source. INF, Financial Btatistics
Yearbook, 1987 437.8133 53.36062
) 43,78 £.34



bill via economic activities in the official economy 1/.
Frineciple imports include cil and machinery and these items
cortinue to  imcrease in  total value although there has been &
slight reduction since the peak in 15954, Workers' remittances
have aversged nearly 45 percent of imports during the last deéade
(1977=8&) and they have beern a major source of finance for

)

Fakistan's trade gap. Howewver, remittances are now on 3
geclining trend 2/. It will be difficult to cmntlnug to finance
import levels which were recorded in the late seventies unless
Pa?istan succeeds in its efforts to find more domestic o1l and
expand other export earnings. The Fakistanm government ie aware
of the trade imbalance and.have recéntly announced a plan to help
resclve the problem by increas~ing itrade among its neighbors such
as iran. However, additional efforté are required in providing

ircentives f{or exports and addressing import substitution

bottlenecks.

The GOF and the provincial governments ‘have incurred budget
;deficits every vyear, axcept one, since 1959 (see Table 3.
including government servicing costs regquired to. finance these
deficits, the deficit has been averaging nearly 37 percent over
the last decade (1977-1986), although in the past five years the
deficit share has improved slightly to about 32 percent. Until
the most recent fiscal vyear, GOP revenue from taxes and other
traditional sources have been #ble to finance the recurrent
portion of the GOP budget, including debt servicing 3/.

Recent budgetary discussions which occured this summer, however,



Tabie 3: An fAnalysis of Pakistan's '
Macro-sconokic Trends, 1959-87
Puplic Finance {in million Rupees)

Parcent . Parcant
govt Rev Govt Exp Deficit Def I is brants Net Deficit Def II is
1 of & Exp Lending Il aof 6Exp
Year
1956

1955 1.8 1,79 (%00 18.51 204 201 (W 13,3
1383 2,625 2,9% (%e: 2.2z U3 421 (668; 22,39
180 2383 3% (832} 2148 443 439 (978  30.14
1961 2,580 2,59 (f,0l0r 2813 967 B3 (16 20.3
1962 2,93 4,182 (1,2080 29,16 973 835 (820) 19.89
1963  2.77%% 3,583 (128> 20.78 £ 1,108 (1,208) 3443
196¢ 3,847 4,228 (sg1) 1L.1} 67¢ 1,485 (1,280 29.8%
1955 4,384 5,903 (e19) 1277 521 iy 20 -0.40
1966 5,857 7,560 (2,163 27.82 04 966 (2,305 0.4
197 £,957 6,548 (53 8.03 266 3537 (3,857 G630
1968 6,048 6,881 (193 iL.59 3¢ 72,827 (Z,38D .M
1968 6,577 7,304 (321 &8 0 2,708 (2,793 8.2
1976 4,007 7,904 1,100 -13.96 08 4,256 (2% NB
197t 1,342 17,887 (6¢5>  8.08 nT 2,780 (3,069) .42
1977 7,083 8,78¢ (1,7 18.7) 29 1,09t (2,580 23.M
1973 8,256 11,128 (2,872) 25.81 485 7,168 (4,554) #0.92
1974 11,79 14,520 (2,726 1877 S66 2,985 (5,145) K.
1975 14,259 19,525 (5,0 26,97 318 5,578 (11,466) 58.72
1916 17,737 22,390 (4,857) 20.78 1,080 8,636 (i2,233) Gu.BE
1977 20,439 26,564 (4,125) 16.79 1,082 8,547 (12,580) 312
1978 5,170 20,797 (5,52 18.%6 1,087 8,707 (13,247 4202
1979 29,502 3,24 (6,739 18,58 848 12,106 (17,987) 49.56
1980 39,107 41,08 (2,982 7.6 1,826 12,188 (13,040 32.48
1981 45,358 53,292 (3,03 5,05 27,598 19,703 (15,138 .2
1982 56,370 §5,255 (+,%8%> 9.00 2,580 12,9%8 (15,%1 .M
1983 57,750 70,580 (12,810) 1B.I5  2,i89 14,163 (24,780 3’12
198¢ 71,062 2,627 (11,585 1,02 1,957 6,300 (25,328 1.3
1985 76,23t 97,063 (20,832 246 .77 18,720 (36,838 I
{986 9,306 106,195 (11,829) LIS 2,77 22,756 (31,868) 0.00
1987 -

1988

Source: I, Financial Statistics
Yearbook, 1987



were reesoundingly opposed to any additional iax 1ncreases or
user charges, Thus the F0F i1s tacing & continuing budgetarsy
crisis inm the near term,. Clearly, 30 percent overall detaicits
amd the sheortfall cf revenues to cover recurrent expengitures
will place & great burden on ﬁaintaining a resirained monelary
policv which has helped the country to manage inflatien andg Lo
continue to . achieve the rates of economic growth which 1t has
achieved over the last 19 to =0 Qears. -ln  addition, the iarce
sudoet deficits wiil constrain the rate of growth in the the
recurrent. budget &and it is hard to imagine that public health
programs will be excluded from that constraint, even though
Pakistaﬁ has included such activities in the capital rcather than
the tecurrient budget accounts. In particular, such budgst
constraints imply that employment cfeation ef forts which exgand
the rnumber and/or size of existing  radres of health personneil,
1;9., arn envisioned community health warker cadre, will uniikely
be viewed by most responsible economic decisionmakers in the GOF

as exceeding the fiscal capacity of the government.

The GOF budget situation as described. above 1w ‘cetined by

decisions made at the provincial and federal levels. Given the

1987-88 bu#getary process, the present GOF budget enviesages that
the FProvinces will need 10,277 million rupees in the form of non-
obligatory grants to meet their current expenditures. £ budget
deficit of Rps. 11,848 million is expected after meeting the
federal and provincial requirements. The issue of revenue

sharing between the federal and provincial governments is being

|©



examined by the Natiomal Finance Lommiseion and eath potentizi
reverue source is being considered in terms of its elasticity of
tax revenue with respect ﬂo income growth. Frima facire efforts
are required to tackle the problem of tLax evasion, recover user
Chaldes, .and seriously coneider the possibility of 1mpoz:ing

consumeEr Lakes.

Under the existinmg regime, taxes on income &nC wealth

{direct tanes) and taxes on commodities and transactions
(indirect taxes) are in the jurisdiction of the Federal
Government. Principal Provincial Government levies include:

a}) urban properiy taxes, b) water rates, cs moter vehicle taxés,
d) taxes on callings and employment, e} excise dutieg con items
not included in the federal list, §) stamp duties, g) duties on
electricity and entertainment, h) tolls on roads and bridges,

i) capital_gains taxes, and j) court fees.

The jurisdiction ﬁf the Federal and Pravinﬁial Governmants
sre defined in the Constitution. - Some .items are exclupively
aliocated to the Federal Government.. There also is a conncurrent
list.. The items which are not mentioned in the Federal and tne
Concurrehi lists are in the exclusive jurisdiction of the
Provimcial Governments. Frovincial jurisdiction includes the
freedom to levy taxes and spend money. As indicated earlier, the
deficit of the Provincial Governments are included in the Faderal
Fudget which has tended to create & disincéntive in Provincial

Governments for fiscal responsibility.



In summary, the macro-economic pérformance of Fakistan nas
besn guite impressive over the past ten to fifteen veeres, despite
the disruptions in the global.economy during the 1%70G's of the
oil price irncreasez which adversely affected many developing
countriee. Econamic growth has been robust during the aost
recent period, averaging nvér &.5 percent during the tzst {1.e
VEAres. Due to .large remittances from abroaed, and a favoraule
inflow of international assistance, ithe balance of payments hac
beer manageable. O0F budget deficits have beenr & problem and are
more troubling now than before since the size of the publiic debt
has grown s large. Monetary growith will be difficult to
restrain and inflation may lead to increasing difficulties., In
addition, recurrent costs of the GOP and the provincial
governmente, are becomming difficult. to manage, particularly as
the government 1s trying very hard Lo create enough empioyment
‘ opportunities_fcr the arowing pumber qf school graantes. The
manageable balance of payments situaticn df the recent period is
also likely +to change as the level of remittances from abroad
slack off as they already have dane; Thus, foreign exchange
cansiraintz"ﬁhroughnut - all sectors, .including the health sa;tor,
are likely to become a greater problem for the country to manage
than before, Thus, the child survival project hyst bé des:gned

with these future macro-economic constraints in mind,.

Trends in GBOF Spending on Health

Over the last fifteen vyears, the ©60F has increased its

expenditures for health by a substantial amount (see Table 4).

2



Tabla ¢; Health Expenditure Pattorns in Pakistas, 1970-1388
Cin aillions of rupees)

Parcent Health Par Capita Per CapitaPer CapitaRural  Pravent Percent Pravent Par Capita
Tota] Total Total Total ‘ Total  Change Share of PopulationHealth Health  Health  Health Health Prev Hea Hea Frog Prevent
Govt Exp Govt Exp Govt Exp Govt Exp Hea Hea Haa Fros Total Govt(in mill} Exp(R & C) Exp(R & C)Exp (R}  Progrsm Prograa Progras Exp Real Hes Prog
(1) Health Health Health ©OP Bav Rec Dev & RecPrior  Exp Kominal  Raal Rea! Exp Exp is of 80100 Exp Real
Dav & Rec Dev  Rec Dofiator Real Real Real Year Total : 80=100  80=100  Kominal MNosinal Dev Hea B0=100
Year Nominal Hosinal MNominal ‘B0=100 80=100 B80=i00 B80-100
1970 7,904 . 32.5
1911 1,9 ' 330 M. 1,143.7
1972 8,784 ‘ m 36.4 1,019.2 £4.30
1973 11,128 503 % 607 420 228.0 966.7 1,15%4.8 $.5 66,84 7.5 17.9 145 1 N0 X4 808 1.2

197¢ 14,520 603 176 77 518 339.8 B3 L1640 -2.6 4.2 68.86 8.8 16.9 120 %2  Be 00 68D 1.0
1975 19,525 922 %3 569  63.4 §72.6 8975 1,470.0 263 48  70.90 13.4 2.7 127 4.6 9.5 7.0 1.1 2.1
197%6 22,330 1,795 629 1,166  71.1 8847 1,639.9 2,585 0.7 8.0 3.2 .5 3.5 2.4 92,7 286.0 5.5 02 5.8
1977 4,564 1,6% S0 1,095  78.7 €66.1 1,391.4 2,077.5 -7 6.7  75.44 21.7 2.5 18.4 730 4362 806 581.0 7.3
1978 30,783 1,6% 612 1,118 §5.8 5%6.7 1,013.0 1,969.7 5.2 55 .15 2.1 5.3 LT 1909 244 41,7 2840 .7
1979 36,241 1,908 59 1,06 9.5  670.7 1,476.2 2,105.0 5.9 53  80.13 29.8 2.3 18.4 2407 186 2.8 1310 1.6
1980 4E,08¢ 1,925 N7 1,208 100.0 717.0 1,208.0 1,925.0 8.5 7 5 29 2.3 9.6 2328 100.2 180 100.2 1.2
1981 53,392 2,402 %2 Q460 1108 §50.2 1,97.7 2,167.9 12,6 45 6512 29.2 55 155 2858 1240 132 120 1.3
1962 65,385 2,680 1,076 1,612 120.8 8907 1,304 2,225.2 2.6 9 0176 0.6 5.4 5.2 m.a 8.t 8.3 T 0.8
1383 70,560 2,6 1,080 1,550 1207 #45.7 1,213.8 2,059.5 @ -7.4 3.7 90.48 29.1 2.8 3.4 3306 100 102 66 1.0
198¢ 82,627 3,180 1,813 1,567 1400 11521 1,193 2,274 10.D 30 N3 .4 #.d 120 2.0 3.2 04 216 2.5
1985 97,063 3,385 1,505 1,880  148.2 1,005.5 1,268.6 2,284.1 0.6 3.5 918 2.2 n.a 13,2 BS54 ATY WS MWD 1S
1986 106,15 4,335 1,90 2,99 1556 1,2¢7.4 1,508.6 2,786.0 2.0 40 9916 0.1 2.1 156 2.5 233 .0 11 1.4
1987 131,929 5,708 2,598 3,110 161.0 1.613.7 1,937 3,56.3 71.3 3 1023 5.8 .1 199 5.6 2.8 9.9 150.8 1.5
1988 151,071 6,791 3,105 J,686 175.0 1,774.3 2,106.3 3,880.6 9.5 §.5  105.40 644 3.8 200 2.0 222 101 178 1.7

Source: 1. INF, Finencial Statistics
_ Yearboak, 1987
2. Horid Bank, Pakistan Health Sector Review:
Financial and Econosic Aspacts, (Michasl Mills), Novesber, 1962
3. 0P, Planning Cosmission and Finance Ministry provided
for tha fiscal ysars 19683-13808.
Mate: 1. £stimates of total GOF ewpenditure for the fiscal years 1987 and 1384
wore provided by the Ninistry of Finance.
2. The deflatar used to calculate real expenditures is the 6DF deflator as defined by the IWF.



during this period, total wrecurrent and capital), reai {oefiated
by the GDF deflaicr with 1980 = 100  spending increased at an
average annual rate of about 8.1 percent. Unlike many countries
where the growth rate tends to be higher for recurrent expend-

itures, the areatest increase was for capital improvements and

expansion of the public health activities, with the anrual

increase -"being ocver 1%.5 percent. Fecurrent expendirtures
increased at about 5.3 percent per vear over the same period.
While health spending has increased rapidly over the past
fifteen years, the share which health represents of total GOF
experoitures, has declined slightly over the period. On average
the health share has been about 4.5 percent during this period.
During the 1last five vyears, huwevep, the share on average has
beer oelow 4 percent 4/. Thus, it appears that public spenaing
for health has not grown as rapidly as for other publically

provided goods and services.

Another way to analyze these expenditure trends 185 to
‘ascertain what the BGOP- has spent for health activities on & per
capiia basis. These data are ailsc presented in Table 4. Trney
show that over the last fifteen vyears, combined c<capital anc

recurrent real per capita health expenditures have doubled from

about 19 rupees in 1973 to an estimated nearly 37 rupees in FY

1988. What is equally instructive in theee trends is that the

real per capita recurrent expenditures have remained virtually.

constant, iluﬁtuating ~around an average of about 16 rupees.



Thus, these data also indicate that the growth in health

evpenditures by government has been via the capital account.

Two health programs of interest in tLhe caepital account ars
the &) preventive health &and &) rural hkezlih pregrams. Far &
pericd of sevearal years aquring the mid 1970s these two progranz
comprised over 75 percent of the total capital account expend-
itures. However, during the last five years, since 1953%, tne
share represented by these two programs dropped markedly to
around ten percent, in spite of the major public health EFI.
These trends suggest that while & substantial prégrammatic gpffort
has besn launched by many donors, including USAID, to expand
child surviveal activities via EFI and an ORT program, that other
capital projects have been allocated larger shares of the

resources.

This trend is evident in the data on real per capita publac

" health program expenditures which'is presented as the last coclumn

in fabie 4.. These data show that with the exception of the mig
1970s, when the smallpox eradication program was active, real psr
capita public health expenditurés has fluctuated between one and
two rupees 'per persen per year, or_around.five percent of total
S0F health expenditure in the most recent year /. This expend-
iture pattern indicates that public health prbgrams are gquite
modest, given the competing claims for GOP resources, even when

sizeable funding support is available from sxternal sgurces.



IP SUMMAT Y, BOF healtirh expenditures have grown absotutely
over the 1973-1987 period. AL the same time, GOF spending for
11 other cgoods and services Aappears to have increassed more
rapidly, so that the share devoted +to health has declined trom
around 4.5 percent to perhaps 3.5 percent in 1987, Atter
adiusting for imtlation amd population growth, the data show that
most éf the growth in . heasth expenditures has occured in tne
capital account. However, when an analysis of the capital budoet
WaS perfofmed, the data showed that while spending for public
fhealth programs was significant 1in . absaolute terms, the amount

allocated to public health programe has remained constant at the

low figure of one to two rupees per person per year.

A Anai?sié i ORT Cost_Savngs

From an economic perspective, new healtih technelogies wnich
are availlable must either justify themselves by reducing the cest
of treating & given illness, oOrf by reducing the cost per unit of
‘healgh achievement, which in -this project is the saving of
children's lives. JIn this se:tion, an analysis 1is presented
which shows the estimated total and net cost saving of a nrational
program designed to use ORT in all hospitals in the country.
This analysis is illustrative since the precise information which
15 necessary for conducting such calculations are not reédily
available. In particular, information about the a) number of
rases treated on an in- ang outpatient bésis; b) share of

diarrhoea cases treated on an in- and outpatiaht basis; c! the

vl



proportion of those cases which are satisfactorily treated vie
the application of ORTy d) the average length of stay far
giarrhoea cases; and e) the cost of treating diarrhoca cases

uging cther therapeutic i1nterventions has nolt been obtained in a

scientific manner.

However, assumpticns by internaticnal experts have been
obtained and information about hospital costs were obtained  from
other'studies irn FPakistan and assumptions about plausible ranges
aover which certainrhey parameters might be expected were arranged

and presented in the first page of Table O. Using this

infarmation and the related assumptions about how to calculate

the tost savings, estimates o0f the range of these savings are
presented in the second page of Tlee S. The results of these
calculations suggest that with the wide uwse of 0ORT 1n the
rkospitals alone, the inpatient and cutpatient savings would
amount to between 0.3 and 1.8 billion rupees per vyear. in
adaition, these calculations indicate that the preponderance of
the savings woeuld actrue from the use of CGRT in the ambulatory

setting.

Untortunately, the cost of establishing an ORT corner or
Diarrhoeé Treatment Unit in each of these hospitals has not been
pfecisely calculated yet. However, if the cost per DTU or Corner
is less thanm about 470 thousand rupees per corner to operate
(using the most conservative estimate of the savings presented in

Table 5) the country should realize some saving from the wide
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jable 5: [llustrative Hospital Cost Savings FrnlrExpanding the Use of ORT in Pakislan

I. Inpatient Cost 3avings

Preseniiy Agmitting 151 of the dizrrhioea cases.

Wiin tne use of ORT will reduce the adaission of diarrnoea cases frow 151 to 5%,

Adaitted Diarrhpea Cases occupy 30-45% i lhe Peads Beds,

Ave peads warc 1n Bist hosp 1¢ about 25 beds.

fve occupancy rate in Peads Ward varies (rom 90% ir the Suaser, the time when diarrhoea is mosi prevelant

to a iow of 0% in tne non peak diarrhoea period,

b. Rve lengin of stay for a noraal diarrhoea tase is 3 days,

7. Ave. iengtn of stay in districi hospital for all patients is aboul 5.5 days.

8. Ave cost per case in dist Hosp is about 75 rupees (GGP Health Financing Study, 1967).

9. Ave cost per patient day is L4 rupees.

10, Additiona} cost per P diarrhoea rase is 50 Rp for 2 botliles of IV
plus tubing and 25 Rp of additional medicine.

f1. The average size hospital is aproxisately 100 beds, per data fros ihe 80P Seventh Plan and Worté Bank.
There are about 470 hospitals in the country as of January 1984.

§2. Costs of the ORT DTY is the alternative costs required to save the above IP costs,

It 15 estimated that the average annual cost of operating & DTU is ‘

[0 B L& I
. - -

[ I

11, Dutpatieri Cost Savings

1, The average nusber of oulpatients patients treated at a typical hospital in Pakistan is about 300 patiests per dav.
2. Diarrhoea cases cowprise between 10 and 20 percent of the total nusher of outpatient cases on average
wilh a larger share being seen in the susser and a smaller share during other Lises during the year.
3. DRT treateent 1s assused to be a sufficient treatsent to address 90 percent of the outpatient cases of diarrhoea.
4, The cost of treating a diarhoea case without ORT is assused to be equal io the sediam charge by a private physician
for a visit which is {4 rupees, according Lo the BOP, Wealth Financing Study, 1987, An alternative
figure of 5 rupees is alsp used ot sensitivity iesting purposes.
5. The cost of sedicines used to treat an outpalient case of diarhoea in Pakistan is assused to equal the aedian
charge by a private chesist according to the 50F, Kealth Financing Study, 1987 which varies from 20 rupees for
those who self refer (by gaing directly to the cheaist! to 70 rupees for those who cose with & prescription,

111, Estimaied Annual Hospital Cost Saved {EACSH) = (IP Cost Saving (IPCS} + OP Cost Saving{OPCS)} - ORT DTV Cests
Thus, EACSH = (IPCS + OPCS) - ORTDTU, where,

IPESH = ([No of Peads Beds per Hosp {PBDS) ¢ Share of Peads Beds ¥ith Diarrhoea Cases (DiarShe} ¢
Net reduction in Diarrhoma Cases (DMINUS) ® Ave occupancy rate in Peads Beds {GCCP) ® Mo of Days per Year i363)
+ Ave Cost Per Patient Day iCost1)] + T((PBDS)#{DiaeShr)# (DCCP)#{DNINUS)#¢345}) /(ALOSDiar} Average Length of
Stay for Diarrhoea Cases ¢ Additional Cost per Diarrhoea Case (IVNED}1) & Mo of Hosp in Country (HOSF)

and,
QPCSH = ([ {No. of patients per OF clinic per day (VISITS) ¢ Share of Visits which are Diarrhoed Cases (DVISITS) &

Ave Charge per Case (PRICE)} ¢ (IVISITS) # (DVISITS) # Ave Charqge for Medicine at a Cheaist (MEDPRICE}I] ¢
(RO5F) & {3851}
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Table 5: fllustrative Hospital Cost Savings Froe Expanding the Use of ORT in Pekistan f{page 2)

AN ENPIRICAL ESTINATE OF THE HOSPITAL SAVING

I. Alternative Inpatieni Cost Saving Estisales

iP(5H  PHDS DiarShr  OCCP DNINUS 363 Cost! IP I RLES Iven 1P II
t 23 6.3 0.8 0,67 363 14 20,542.2 3 1% 3b,682.3
H. o] .45 6.8 G.87 365 14 30,813,3 3 7% %, 025,
HOsP 1T 1P

670 18,380,569,
879  §7,51,823.3

11, Alternative Gutpalient Cosi Saving Estimates

OFCSH  VISITS  DVISITS DMINUSII FRICE 35 0P 1 MEDPRILE OP II Hose 107 bP
I 560 0.t 8.9 14 5 22%,950 20 328,300 570 374,161,500
1 500 0.2 0.9 14 363 459,%00 20 657,000 670 748,323,000
I 360 9.1 0.9 5 363 82,125 20 328,500 620 275,118,730
Iv 3066 6.2 9.9 3 363 164,250 20 457,000 670 550,237,500
v 560 0.1 0.% 4 365 229,950 70 1,145,750 670 924,399,000
Vi 560 0.2 0.9 14 365 459,900 M- 2,299,500 870 1,B48,7%8,60

111, Estimaled Hange of Total Annual Hospital Inpatient and Outpatienl Savings Fron the use of ORT BiU's
{in aillions of rupees) ) :

Qutpalienl Savinge Scemarios

Inpatient
Savings | 11 I v 4} Vi
Scenarins
{ 412,5 - 786.7  3i3.5  5BB.6  962.7 1,687.1
I1 31,7 B03.8  32.6 D77 9BL.9 1,%06.3

IV, Estisated Range of Annual Met Hospilal Cost Savings, Given the Cost of Gjlrating the ORT DTU's

g



spread use of this technology in the treatmeﬁt of diarrfogal
diseases in Fakistan. Using a liberal estimate of about S0
thousand rupees to annuxlly operate & Corner or DTU in order to
pay staif, obtain ihe necegsary supplies and egquipment and
amortize any capital addit:ione, it ie claer that the savings arao

litely to be substantial &/7.

Dpepending upon the wiilization wf RHC's and EHU's,
acaitiomnal savings may be forthcomming by the use of similar
ireatment corners in those health facilities &8s well. Simul-
ations of these savings are necessary and should be analyzed
prior tﬁ'the iaunching of & mnational program to establish these

cormners pn A national basis.

en Analysis of the Achievments
of the EPI in Fakistan :

In Table & socio-economic data are presented from the World
Fank's, World Development Report, 1987 for Pakistan and some of
its neighboring Asian countries. in order to establish ihe

comparative context within which to review the progress ot the

EFI in Pakistan. This table shows the social situation in
Pakistan in terms of population gf@wth, infant and child
mortality, life expectancy, contraceptive prevalance, food

supplies and health personnel availability in comparison with a
number of its neighbors. These data show that the country has

lagged behind many of its neighbaors in improving the healtn
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Table B: Socio-sconomic and Health Status Indicatars Of Pakistan and
Other Countries in Reia '

Percentage of
Life Karcied Woaen
60f  Rote of 6D Rate of  Expectancy Infant Child Crude Total of Childbearing Population Population Per Copita
Per Copita Growth per FPopulation ot Birth fortality Death Birth Fortility Age in 138¢  per Physician per Nursing Daily Calorie

Country Kase % 195  Capita 65-0% Growih 80-05 1385 B3t 1085 Dats 198C Bate 1985 Rate 1985 Contracepting 1381 Person 198!  Supply 1385
angladesh 150 0.9 .6 51 123 i8 [ -3 % 5,700 19,300 1,899
Burma 130 2.4 2.0 89 66 na Kt 3.0 5 4,50 4,6% 2,547
Egypt 610 1.1 2.8 bl 9 | il 3 3.3 24 760 790 3,263
Indie 270 1.7 2.2 56 B il 3 3.0 3 3,700 4,670 7,189
Indonesia 530 ) 4.8 2.1 55 % 12 K4 2.8 L1} 12,300 na 2.5_35
FAKISTAN 380 2.6 KN 1| 15 16 4 4.6 g 2,310 5,870 2,159
Philippines 580 2.3 5 63 L] 4 3 KR 32 6,710 2,590 2,38
firi Lanka 380 | 2.9 1.4 10 3 2 Y. 2.3 51 7,460 1,260 2,185
Thailand 800 4.0 1.1 64 4] 3 2 2.2 65 6,870 2,140 2,462

’ﬁource: world Bank, World Davelopment Report, 1987, (Washington D.C.: Worid Bank,i387)



status of the peopie in spite of the econocmic growth which the
country has ac%ieved.

Given thie situaticn, it is important to note the progress
whicE the EF1 hazs achieved in the country since 1982 when the
program was launched. In 1982 full immunization coverage of the
most vunerable group in the population, the under one year at age
group, wss only 2.3 percent of the vunerable group. By 1786,
four vyears after the program had started, estimates of the
national full coverage rate among this ;ritical group varied
hetween 41 and 60 percent 7/, and it is estimated. that coverage

will approximate nearly BO percent nationally by the end of 1987.

In the Fumjab, the coverage of the EPI in many districts has
exceeded 80 percent and in those areas, the program has entered a
maintenance phase. However, the coverage of the most vunerable
.group. the under one year of age group, in other areas of the
country has not achieved such high levels yet. In part the lower

coverage levels are due to the lack of measles coverage and the

estab115hmgnt of mobile teams throughout these areas, although

the data suggest that preogress has been made througheut the
country, including in Baluchistan and NWFP. Thus, in thess éreas
where the coverage has not achieved the levels of the Punjab, the
EFI strategy is te continue to improve upon the progress made in

the first phase of the effort.



The performance data clearly suggest that 1in the near
future surveys designed to estimate movement in the infant
mortality rate should show & decline. Cne such survey finding
fromnm the houﬁehdld health expenditure survey taken in 1986 wes
the +their estimate of . infant mortality was around 100 pe:
thousand, which if true, suggests that health status progress 1s
occuring in comparison with the figure of 113 showht in  Table &
for 198% from the World Development Report. while 1t is too
garly to say what precise preogress has been made the numbers are
éugéeétive of a trend +toward improvementé in health status. It
ie assumed +that indicators of demographic change such as
fertility indicators and contraceptive prevalance wil; begin to

reflect these important health improvements soon.

These improvements have been achieved via the concentrated
efforte of the country's EFI and other socic-economic changes
which have been occuring in the country. While it 1s @& bit
presumptive to . assume that the entire improvement in the IMR can
be attributed to the EPI, it is instructive to reflect on the
calculation of estimated expenditures on EFI over the 198¢-BB as
defined in the document, Articles of Understanding, National Plan
of Action for the EFl, 1986-88, {(June 198&), by GOFP et.al., 1in
‘ccmparisnn with a range of estimates of the number of - infant and
child deaths averted over the same period. These illustrative

calculations are presented in Table 7.



Table 7: Investigations into the Costs and [spacts of Pakistan's £PI, 1385-88

Costs of the EPI Progras in Pakistan

Based gr. the Artizles of Understanding Betwsan the GOP and WHD, UNICEF, and USAID,
for tne Paxistan EPI During 1386-88, Expected Costs of the Progras
are Delineated Beiow (in sillions of U.S. dollars).

60P Donors Total

Cost Llemants Fed/Prov, Total otal ¢ Pak. Rps
17.43

1. Recurrent Costs
1, Salaries 3 Ailowances 12,102 6.378 [2.480 217.526
2. Supplies § Equipaent " 8.061 0.450 8.211 143.118
3. Leld Chain/Transport 1.53% 0,374 1.918 33.281
¢, Vehicle Op.  Maint, 0.486 0.000 0.486 8.471
5. Media i Heaith Sd. 0.400 0.0%0 ¢.400 £.972
6. Infors. Systes 1.023° 0,000 1.023 i7.8U
1. Staff Training 0.08¢ 0.740 0.82¢ 14,382
B. Monitoring & Eval./Ras. 0.02¢ 0.085 0.088 1,851
5. Contingenciss/Misc, 1.289 0.045 1,704 .82
Total Rec. Cost 25,005 1,782 25,757 $66.375

[I. Capital Dosts
1. Cold Chain Equip. 0.000 Z.110 2,110 3%.777
2. Ushizlas 0.000 . 2.813 2.513 43,802
Total Capital Costs 0.000 4,623 4,623 80.579
Total Rec. & Capital Costs 25,005 5.75 3t.380 545,953

Estinstes of the Deaths Averted (Based an Calculations and Assusptions
Found in Dr. Stanley 0. Foster Evaluation Report of Oct. 1985, pg.3)

1. Estinste for 198 I1. Estisate for 1985-88
Total Deaths Prevented per Year 74,120 Estisate (1): Three fold 1966 ast, 722,360
Share of Deaths Potentially Estimate (2): 53/yr growth in 1386 233,660

sverted via Complete Ismuniz. 0.1
Estinste (3): 10%/yr growth in 1965 245,337

I11. Estinated Cost per Desth Averted, 1986-88

U.5. 8 Pak, Rps
Estinate (1) LY 2,480
Estinate () 1M 2,11

Estinate (D) . 128 3,18



Table 7 provides three types of infcrmation, all of which
are based on estimates, and not actual figures. First, the table
presents an estimate of the total cost of EFI over ihe 1936-Ec
period. based on nationél and provincial BOF budgets, and what
tne three donore (WHO, UNICEF, and USAID) which ‘supported this
affort were prepared to -commit in 1986, The estimate assumes
that +the figures for FY 198& GUF provincial expencitures
prevailed for ®ach of the three year pericd, FY 1986-85, In
acddition. without any information readily available on prior year
capital inmputs in the form of cold chain and vehicles, 1t was
assumed that the estimated capital costs presented for the 1986~
88 period might provide one possible estimate of the capital cost

actually used during the 1984—-88B pericd.

The cost estimates show that about 31.4 million dcilars
(U.5.), or nearly 547 million rupeés were allocated to be spent
on EFI during the 1986-88 period. Most, i.e., about 93.% per-
cent, of +the envisiched recurrent cost of the program (26.8
"million dollars) were to come fram various GOP budgets, and all
of.{he capital cnsis which consists of the told chain equipment

and vehicles would be provided hy the donors.

The Table alsec provides an estimate of the impact pf the
1986-88 EF!l in Fakistan based on the 19846 report of Dr. Stanley
Foster B8/. Dr. Foster has estimated fhe disease specific deathe
averted for the seven immumizable diseases incarporated inte EF1

by ascertaining the disease specific immunization coverage rate,



yaccine efficacy, case fatality rate for each disease, the attack
or incidence rate of the dis=ease, and the tzarget populaticn. Or
the baszis of these calculations and &assumptions, he caleulateo
trat about 74 thousand child and infant deaths were averteao, or
about IO percent of the total potential deaths averted if the
immurinaticn program ned  prevented all potentially preventabnle
desths (in 198& this number was estimsted by ©Dr. Foster 10 be
about Z46 thousand infant and child deaths). The estimate of
the numper «f the deaths averted in 1986 was used in three
alternative calculations to provide a firat' set of estimetes cf
the number of deaths averted.over the period, 1%86-38. These
thre estimates are presented in Table 7 and show that the number
of deaths averted vié the immunization effort may be between 22

and 24% thousand deaths 9/.

Based on the information presented above about cest and
impact., & rough calculation was made af the cost per death
averted. These calculations are summarized at the bottom of the
table in both 4.S.dollars and Pakistan rupees. The calculations
chow that the cost per death averted in Pakistan is in the range
af 125-140 dallars. Unfortunately comparative figures for other
EFI interventions, other health programs, or aven other sectoral
impacts within fakistan or other developing ccuntries are not
readily available to the author at this time. However, as oOnNe
possible bench mark, Howard EBarnum estimated on an ex-ante basis,
what the cost per death averted via EPI might ‘be in Kenya in 1979

10/, which was about $835 (in 1987 dollars 85 1979 dollars would



be about 128 doilare i1/. Given that Harnum's estimate was based
on an - hypothetical program, the figure obtained from the calcu-
latione presented in Table 7 appear to ke reasonable and wiihin

the bound of a well implemented program 12/,

in SUMMER'Y 4 Fakistan's EFI appears to have accomplished a
great deal 1in tge last five years. Coverage in many parts of the
country has reached nearly the entire eligible population of
children and the level of tetunas coverage is expanding as well.
In addition, althoﬁgh the exact figures are unavailable about the
cost and the impact, in terms of deaths averted, the admittedly
rough calculations and comparative information suggesis that the

program is operating in an effective and a cost-effective manner.

Role of the Frivate Healtih Settar
in Child Survival Activities

It has been recently estimated that most medical_cére, with
the exception of preventive servigces such as immunization, are

provided by private health providers from private physicians,

hospitals and clinics, as well as chemists, hakims and ThEAs 13/7.

Only about 285 to 30 perCEni cf total utilization as reported in &
household.éxpenditura survey is provided in government hospitals
and rural health facilities, such as rural health centers, &nd

basic health units.

The number of medical school gradustes has in:reased in

recent years to about 4,000 per year due to the expansion of the
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number ana size of medical school classes. | This ievel of new
ermtrants inte the number of registered physicians 1n Pakistan
VG4, 494 inVIQE&} kaes created & problem of unesmployment among
physicians, particularly in urbarn areas. This situatiorn has lead
the GOF to adogt & number of policies to improve employment

cpportunities for physicians 14/,

Eesides the rapid buildup in the number Of phys;ciana anrd
the attendant policies of the GOF to employ then, there are a
rumber of physicians who practice privately on & full time basis
tas of January 1984 there were nearly 6,000 full time general
practioners in the country). & number of specialist physicians
also work privately, often in their own private hospitals {in
198& there were 165 private hcspigals). Finally, there are &
number of private retail pharmaceutical ocutlets. The number ot
private chemists is large and they cften not only dispense

medicines, but alsa perform diagnostic functions as well.

ir addition to the aforenamed modern -practioners, there are
& nﬁmber of variously categorized private mnomeopaths and hakims
which amount to nearly S0,000 individuals as of June i9g84. It is
also estimated that aniequal number of dais and TEAs are working

throughout the country.

This above review highlights the breadth of the private

health sector. As indicated above, both utilization and resource

12



flows reflect this breadih a5 well. Since they are wide]y‘spread
throughtout the country 1t is cdnceiveabie that 1ncentives can be
zrranged {or them to extend the GUOF delivery system bevend 1ts
present coverage and provide both ORT and immunization servicee
te a larger share of the population. $Hinmce these individuals zre
privete providers of services, it is unlikely that manmy will ope
wtllirg to provide DRT  and immunization services without remun-

eration in some farm.

Research from other developing countries suggests that it
coste Detween Fourlaﬁq fifteen dollars ¢ at ﬁresent ratee of
exchange, this amounts to between 70 and 260 rupees) to fully
immunize a child for measles, DPT, polio, and +tuberculosis i5/
depending upon the delivery system.involved. Unfortunately, 1t
is not presently possible to gbtain the necessary infaormaticon Lo
make a- similar set of calculations for Fakistan at thie Zime,
however, it is clear that as the country enters & maintenance
prhase in  many heavily populated parts of the cnuntﬁy, it will be
-imburtant to conduct a cost-effectiveness analysis cf tLhe
delivery mbodalities wtilized so far and whether they wili 1o
continue to be the cost-efifective modality in & maintenance

phase.

If the above cost range per fully immunizec child from
cther countries are inclusive of what might be found in a study

of Pakistan's EFI, it suggests that some form of 1ncentive

program for private physicians and perhaps other care providers

2



could be implementeo with the development o©of &ppropriate
monitoring and control by the region%l departmmhts of the MOW or
the NIH. This is particularly true when &) there are unempicyed
medical school graduates who could be employed by presently
existing private clinics in urban areas io develop a preveniive
praﬂtidﬁ, and b)) the nedian fees reparted.by household: as having
BEeen pa;d te private practiorers in Fabtistan range between S0 &nc
8. rupeses per visit (which typically 1includes some form c:f
medicaiion as well) té&/. Some form of reimbursement per fully
regisiered immunized child could be negotiated and moi .tored on &

pilot basis.

A diifferent set of issues are iﬁvolved in gaining the
cooperation of private physicians and chemists in promoting the
vee of ORT. CORT dirrectly ;ampetes with more costly, and given
etandard markup pricing policies employed by both chemists and
physicians, more profitable . altarnaﬁe treatment modalities.
Urless the GOF is willing to tackle the politically difficult
issue of essential drugs and ban the production, import and use
cf alternative products for the treatment af diarrhoea, altar-

native incentive programs must be devised which may include beth

nayments, high allowable markups, angd in kind benefits.

# program has been recently launched in India with the
Indian Hedicai Association to try to improve the knowledge among
- private physicians about the efficacy ©f ORT as one way to

expand the acceptability and improve the wee of ORT 17/. The
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EUCCESS.OI this effort must ﬁertalnly be monitﬁred for ppossibie
application in Pakistan. However, 1t is difficuit to anticipate
how the effort will change the behavior pf many physicians
without an alteration of the economic 1ncentives which presently
exist im favour of the existing behavior or  without regulatory
cohtrolﬁ. Given the substantial bernaiits which could accrus to
Fakistan if ORT were widely used just in the huspitals, (refer 10
YTable § above), it may be possible that some fcrﬁ of incentive
procram, along with & share of cost recovery 1nvelved, ctould be
devised and tested during the life of the project. This
resistance may also disappear if & mass media campaign educated
the population to demahd this treatment modality when certain

symptoms presented.

Ir, summary, there are many private medical practioners of
health éare cervices in Pakistan. Recently available information
show that private providers see the largest share of those who
are i1l and +that +they obtain the largest share of total
‘ewpenditures on health care. Some evidence presented above
sugéests that it may be economically feasible for the GOP to
introduce . a reimbursement program for immunizations performed by
private providers. It will be difficult to charge the
prevailing view by private practioners which is a&ag&inst the
use of GRT.. However, with a national media campaign to educate
consumers, some selective use of regulation of anti-diarrhoesal
medication, and possibly some incentive program, it is expected

that this resistance can.be ocvercome.
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Issues of Cost Recovery in
Child Survival in Fakistan

fe wae imdicated above in the section bn the role of the
private sector, Fee-iﬁrusgrvice medicine ie the norm in Pakistan.
However, at the preseni time, realth services., which are providea
v facilities operatea by the GoF, charge very _lxttle far the
services rendered. For example. the recently completed GOF,
Health Fimaﬁcing Study, (1987) reports the mean and median cost
per visit at GOF hosp- itals and rural health facilities (RHCs
and BHUs) as 16 and 1, and 7 and 2 rupees, respectively. When
the provincial government of the Funjab in FY 19854 announced &
number of fee increases for primarily inpatient caré in hospitals
under its jurisdiction, it was forced under intenee political and
consumer pressure to _withdraw them. Further, the nat:ional
guvernmeht initially proﬁosed & FY‘ 1987 /88 budget in which a
Aumber of tax and user charges were proposad. This set of
revenue budaet proposals were widely critized by the members of
parliament and the public generally. Given this recent
withdrawal of proposals  for incréased user charges  in BOF
facilities, it is viewed by most abservers that it ise unlikely
that further efforts to extend and expand such charges will be

fruitful until after the 1990 national elections.

Irn spite of these sobering political realities, both a
theoretical case as well as recently obtained empirical evidence
from FPakistan suggesté that user charges are feasible and

realistic within the context of a child survival strategy for

3z



the period 1988-1993. The theoretical case for cost recovery is
'particularly compelling for ORS packetis Qhere the individual and
the household capture a large share of the direct benefits of
averting death {rom any given bout of diarrhoes. In the case of
immunizations, the individual and/or the housenold is not as
likelv able to value the signiticant social exterpalitites whaich
accrue  to the society at large when & major disease 1%
eradicated, as was  the case of smallpox, or contrclied.
However, to the extent that people in Pahistah value the
protection which full immumization affords, they theoretically
would be willing to pay feor & portion of the cost of that
protection. In a number of African countries, for example, cost
recovery programs have been implemented for immuniz#ticn programs
via such strategies as a small thargé for the immunization record
card i8/. In Fakistan, the 100 percent vyes response to a
guestion on the willingness—to-pay a charge of at least i0 rupees
for .immumization services indicates that the people value such
services at least as much &as 10 rupees 19/. The number of
private entities (both private health prcviders.aa well as NEOe)
‘are in a position to test the extent to which user charges can be
implemented in Pakistan without public oppesition. Alternative
ways to ensure that the indigent obtain care may e & way to
dampen the existing critical public respense. With additional
information cbtained from the experiments and an improved media
strategy developed for introducing such a policy, cost recovery
appears to be & realistic objective during \the life of this

project.
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i. There iz a large uwnofficial economy 1n Fakistanm fueled by the
war i Afganistan and the illegal sarnings trom drugs. The size
ot this economy is unkrnown but substantial and pilays & mejor role
in generating economic activity 1n many border areas.

#. One of the principle ressonms for Fakistan's trade gap has been
the si1gnificarnt increase in the price aof o1l since 1974, In 1974
c1l comprised less tham 10 percent of the tetzl import biil. B/
1982, o1l comprised over 30 percent and 1n 1986 was stiil arounu
= percent after the significant declinme in oil prices duw ing
that vear. World Bank, Pakistan Sixth Flan Frogress and Future
Froespects, FReport No. HEII~Fak, {(Washington D.C.: World Bark,
February 26, 1987).

Z. peage 2 and 3, GUF ., Annual Budget Statement, 1987
86, {Isilamanads Finarce Division, 1987).

4, Estimates of the GUF total expernditure for the fiscal years,
1987 and 1988 wvary from a low of 131,939 and 151,071 million
rupees respectively as provided by an estimate provided by the
Miristry of Finance on Mov. 18, 1987, to a high of 158,76% and
199,262 as defined in the GOF, Annual Budget Statemert, 1987-85,
Jurie 4, 1987. The range of these different figures can very the
estimated health sector share of total estimated expenditures
trom & low of 3.6 to a high of 4.3 percent in 1987, and 3.4 1o
4,.% percent in 1988. The statement in the text is true even 1f
the optimistic share estimates are used.

5. These data will be analyzed further in & subseguent secticn 1n
light of the information about the Hhealth outcomes of the EF!
program launched in 1983. '

&. The calculations presented do not shadow price any inpate.
" Since occupancy rates are not 100 percent, it is clear that tne
opportunity cost of a certain share of the hospital is zerc. &t
least in the short run, suchn that the economic benefits mey be
over estimated accordingly. A more in depih analyels and more
detailed information is required in order o &djust tre
calculations for these i1szues. The USAID in Pakistan has
requested that a special cost-effectiveness study be launched of
the wvarious child eurvival interventions arnd +the Flann:ing
Commisstion is clearly interested in such a study as well.

7. Two important sources of information differ in their coverags
estimates., WSAID, in their Child Survival Strategy Statement {or
Fakistan, April 22, 1987, page B, cites a figure of 41 percent
whereas the EFI cell of the National Institute of Health, GOF
cites an estimated annual target figure for 1985-86 for the
coverage of this group as being &0 percent in GOF et.al. articles
of Understanding, National Plan of Action for the Expanded
Fregramme on Immunization, 1986-1988, June 1986,

‘ 2f



g. See Dr, Stanley 0. Foster, "Fakistan Expanded Frogramme on
Immunization Surveillance Evaluation, October 18-730, 198",
Lenters for Disea=ze Control, Atlanta, Georgia,., !'98&4. Mimeoed.

. It 15 importamt to reiterate at this point thet it i= unksows
what the exact number of deaths may have been everted via EFI
since some  of the nformation which may have been valid for 1964
may not  now be o due to changes in coveraqe, ancl many oiher
factors. It 12 clear that for continued program effectivaeness, a
more careful set of calculations are required, based on present
information. inuz, & speclal cost effectivensss study of the £F1
in FPakistan ig warrented for managerial and policy cecision m&ing.

166G, Table 5, Anme D, Howard Barmum, "Cost—Effectiveness
Study",January 1980, in AlD, Froject Paper: Combatting Childhood
Communicable Dizeaczes, Froject Number &¢8-U421, September

15, 1951,

11. The annual rate of inflation for the U.S. during the 1980~
1983 perigd was reported to be 5.3 percent per year. See Table i
in  the Appendix of the World Bank, World Development Report,
1787. :

12, Information in the GOF etudy, GOF, Health Expenditure in
Fakistan: A Financing and Expenditure Study, (198&), op.cit.,
report that the cost per fully immunized child for the pericd
1982-85, Was S2.3 PRS. ., excluwding the feoreign exchange
Cest. Without further information it is difficult to know

whether trnis figure is comparable to the figure reported in the
text.

153, GUF, Health Expenditure in FPakistan: A Fimancing and
Expenditure Study, (1936}, ifor Ministry of Flanning and
Development by the Institute of Health Economics and Tecnnoliogy
Assessment and United Computers bLtd.).

i4. The GOF has recently implemented a number of policies to
increase the employment of recent medical graduates many of whom
in the past went to the Gulf or migrated to European and Norih
fqmerican countries. These policies include:r a) posting of male
physiciane &t all BHUs (26Bs of them in the country as of 198&):
b} posting a second male physician at each RHC (402 of them 1in
the country); ¢} dintroducing a second <shift at all urban
hospitals (390 GOF hospitals are located inm  urban areas); o)
improving the staffing patterne at distriet heospitals; e
improving emergency unit care via itncreaced staffing at
heospitals; f) posting . physicians to public schools in  the
provinces of Sind and the Punjab (the populations of these two
provinces comprise nearly 80 percent of the country and there are
about 86,300 primary., middle, and secondary schools as of 1983);
and h) developing a loan fund .of 200 million rupees for use
during FY 1984 for private physicians o apply for in order to
set up a private practice with & larger amont potentially granted
to persons who want to establish a rural baseed practice (this



fund could assist up to 2,000 physicians during that year). See
t.he GOF, Report of the Working Groups on  the Seventh and
Ferspective Flans: Health and Nutrition Sector, December 1986,
and especially the Report on Medical Education.

15. See Howard EBarnum," Economic Amalysis, Anmex  C," AID Project
Faper for the Combating Childhogd Communicable Diseases (CCLD)
Froject, Africea Bureau, September 153, 19513 Donald Shepard,
ivary Cocast Study, 1983, and Logan Brenzal, REACH Froject Report
or Mauritania, L9E7.

16, This possibility is futher reinforced by the response 10 &
hypothetical willingness to pay question about whether households
would be willing to pay five and ten rupees for the &) vaccin-
ation of a child and b)Y treatment of a child with diarrhoea at a
government clinic which would provide improved service in the
recently completed GOF, Health Sector Finance and Expenditure
Study. Draft Final Report, 1987. 100 percent of those who were
asked tihe guestion about vaccinations responded that they would
be willing to pay at least 10 rupees and nearly 90 percent
respended that they would be willing to pay at least 10 rupees
for a child aiflicted with diarrhoea.

17. This effort has been developed by Dr. Jobhn Rohde via the
USAID prograem in india. '

8. See the documentation from such AID  funded nrojects as the
CCCh project in wnich EFI services are being made more widely
available throughout sub-saharan Africa.

19. See the GOP, Health Financing, op.cit., 1987; and footnote
above in which the exact wording of the question 1in the survey 195
reproducead. '



Status of the Child Survival Project
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APPENDIX 3

Fersoans Contacted
UsSAID, Islamabad

Faul Mollegar, Missicor Ecoromist
Peter Davis, Frogram @8fficer

Glabal 2000
James RAndersern, Residernt Director, 81453
World Bank

Rashid Aziz, Ecoromist 81389
Mete Durdan, Sernicr Eoomomist

“Flamming Commissiconm

Rashir el Hag 8269&4
Stheikh Zayed Hospital, bLahore

Lt. Gern. M. A. Z. Mchydin

Chairman and Dear,

Fast Graduate Medical Institute, awd

Chairmay of the

Fakistar Medical Research Courecil
Fakistarn Medical Asscociation, Lahore Branch

Fraof. Dr. M.A. Scafi

Chairman, Dept. of Dental Fublic Health

Callege of Community Medicine, Lahore 418514
Medical School Student Leader Lahore

Ms Madiha Socofi
G@P Dept of Health Lahcore Divisionm

Dr. RAli Sheik
Direotor

Funjab Fravimeial Goverrnmert
Mr. Zulfiguar Ali Bhabh

Fimarce Secretary,
Lahcore

Lahore Urniversity of Maragement Sciernces,
Graduate School of Busirvess Rdministration

Dr. Javed Hamid 872003
Director
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