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CHAPTER 1
 

INTRODUCTION 

This study analyzes the financing of health services and medical care in
 
Thailand. The focus is on current and projected patterns of expenditure
 
and on priorities for government policy. The study addresses three basic
 
questions:
 

- How much is being spent for health, by whom and for what?
 

- What are the trends? 

- What are the implications for policy? 

The most important finding of the study is that health services are
 
financed overwhelmingly by direct expenditures of households and that 
these expenditures are increasing faster than household incomes. Thus 
the study is based, above all, on intensive analysis, modeling and 
projection of household expenditures using household survey data 
collected by the National Statistics Office (NSO) in 1975-1976 and 
1981-1982 and by the Ministry of Public Health (MOPH) and the Institute 
for Population and Social Research, Mahidol University, in 1979-1981. 
The study also draws on numerous secondary sources and on primary data 
collected by the MOPH, the NSO, the Ministry of Finance, the Ministry of
 
the Interior and the National Economic and Social Development Board.
 

The Study is divided into seven chapters. The remainder of this chapter
 
presents an overview of health care resources, including health 
personnel, hospitals and health centers, and geographic distribution. 
Chapter 2 analyzes the sources of health sector finance, focusing on 
trends, and projections of MOPH and other government expenditures. 
Chapter 3 reviews costs and cost recovery in government health centers 
and hospitals. Chapter 4 analyzes household expenditures for health 
services and medical care, and concludes with an analysis of the problems 
of the urban poor. Chapter 5 reviews the extensive efforts to mobilizing 
community finance of primary health care in rural areas. Chapter 6 
analyzes health card funds -- a new MOPH initiative to develop a prepaid 
rural health system that. will encourage..-the- use_-ofpe.ve.ntive services, 
rationalize the use of curative services and increase cost recovery. 
Chapter 7 .summarizes the.overall findings,, conclusions, and 
recommendations. 
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1. Heath Care Resources: Overview
 

Health care resources, including health personnel and hospitals are
 
concentrated in Bangkok, and a few other urban areas. InBanakok in
 
1981, there was one physician for every 1,362 people, while residents of
 
other provinces, who rely largely on MOPH facilities when they seek 
professional health care, were served by one doctor for evey 14,027
 
people. (See Table 1.1.) MOPH health centers and district hospitals are­
major sources of both primary and secondary care in rural areas; MOPH
 
provincial hospitals play a major role in non-Banakok urban areas. In
 
Bangkok, the university hospitals, other non-MOPH public hospitals, and
 
private hospitals and clinics are the most prominent providers of
 
professional health care. The availability of pharmaceuticals is a 
noteworthy similarity between Bangkok and the rest of Thailand : over 15 
thousand drug outlets are dispersed throughout the nation. Bangkok, with
 
one-tenth of the population, contains about one-fourth of the nation's 
drug stores but most of its trained pharmacists. (See Table 1.1.) 

Table 1.1 

Population to Health Personnel Ratios, 1981 

Health Personnel intensity Otner Whole 

Bangkok Provinces Kingdom 

Population per Physician 1,362.3 14,027.3 6,851.5 

Population per Dentist 7,914.2 110,598.4 44,927.1 

Population per Pharmacist 2,331.1 109,449.3 17,719.4 

Population per Nurse 494.2 4,803.1 2,422.9 

Population per Midwifery Nurse 7,708.9 5,345.4 5,536.6 

Source: Division of Health Statistics, MOPH. "Public Health Statistics, 
1977-1 981" 



.. Bangkok 

In the Bangkok area in 1983 there were 78 private hospitals (55 
2eneral and 23 specialized) and 22 private inpatient clinics (17 
iidwifery, 4 traditional general and 1 traditional miawitery), having a 
total of over 5,500 beds, more than half the private hospital beds in 
Fhailand's (See Tables 1.2). The Bangkok Metropolitan Administration of 
:he Ministry of Interior's Department of Medicine ran four hospitals 
:otalling 1,484 beds. Other Banokok public hospitals incluae the Police 
iospital, hospitals run by the Ministry of Defense, university hospitals, 
md Ministry of Communications hospitals. Although some have the 
)stensible mission of serving a particular group - the military, police, 
)risoners, a ministry': employees -- these institutions serve the general 
)ublic as well. The Ministry of Public Health estimates that other 
inistries' hospitals and those of state enterprises constitute over 20 

)ercent of the hospital beds in Thailand, and a majority of these 
:acilities are in the Bangkok area. (See Table 1.3.)
 

Although the size of some of these hospitals is not published, it is 
"easonable to estimate that government and state enterprises provide at
 
east three-fourth of the hospital beds in the Bangkok area.
 

The largest private hospitals in Bangkok, as measured by number of
 
ieds, are not-for-profit huspitals. These hospitals do not charge
 
,atients who cannot afford to pay. These hospitals, and some smaller
 
ither private hospitals and private clinics, at least partially offset
 
:hese subsidies by charging prices greater than cost for more luxurious
 
'ooms, private nursing, and other special services. Prices at private

:acilities are generally higher than for equivalent services at public
:acilities, but many people are willing to pay for less waiting time and
 

greater choice of doctors. Relative to per capita income, prices for 
irivate medical care in Bangkok are lower than in other parts of the
 
:ountry. 

Services by medical specialists from the universities are also 
vailable at private hospitals and clinics because most physicians 
forking at public facilities have private practices as well. Most 
ihysicians in Bangkok are based -t public facilities; few physicians work 
inly at private hospitals-or clinics (Table 1.4 counts only those working
:ull time at private facilities). Not only are there many more 
,hysicians per capita in Bangkok, but the Bangkok area has almost ten 
imes as many nurses per caipta as do the other provinces.on average, 
,ith a nurse for every 494 people in Bangkok. (See Table 1.1.) 

http:provinces.on


Table 1.2 
Distribution of Ileal th Resources: Private Sector, 1983 

IWhole
Resources Bangkok Central North Northeast Sou th Kingdom 

Medical Institutions 
to. of General Nlospitals 55 (4,918) 52 (1,177) 29 (1,025)

No. of Specialized Hospitals 23 (246) 5 (50) -

23 (547) 28 (769) 187 (8,435)
 
4 (70) - 32 (366)No. of Midwifery Clinics 17 (229) 70 (357) 
 4 (23) 4 (24) 18 (122) 113 (755)


No. of Traditional General 
Clinics 
 4 (125) 2 (20) 4 (35) ­ 10 (180)
No. of Traditional MidwiferClinics 1 (4)

Total 1 (4)1 tS 22-- 7171Oqy--3T7U83V 317641T6 1 - 3 43 J9,741) 

Outpatient Clin csNo. of First-Class Clinics 2,026 900 533 456 340 4,255No. of Second-Class Clinics 
 19 19 11 
 9 28 86

No. of First-Class Dental
 

Clinics 
 491 190 
 116 74 73 944No. of Second-Class Dental 
Clinics 
 222 167 47 
 29 
 60 525
No. of First-Class Midwifery

Clinics 19 137 176 143 3,9 514No. of Second-Class Midwifery
Clinics 
 8 37 75 42 10 172
No. of Traditional Clinics 469 
 129 36 27 
 37 698


No. of Iraditional Midwifery

Clinics 
 3 1 
 2 6
Total 
 - T 1,580 9 
 790 - --59 7,200 

Drug Stores 
No. of Drug Stores 2,114 2,478 1,429 
 1,447 
 826 8,294
No. of Traditional Drug Stores 1,693 2,015 
 1,204 1,372 
 546 6,830
lotal I UT - 2,633l ' ,72 15,1-4 

Source: Office of the Permanent Secretary and the Office of the Food and Drug Committee, MOPH.F-ote: (1) In parentheses are, the number of beds.
(2) Medical personnel 
in the private sector are normally underreported. Reporting to the NOPH

according to minimum requirements set by the IMOPII. 
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Table 1.3 
Health Resources by Administration/Sector, 1981
 

I Other State Nuni- i vt 
Resource MOPH Minis- Enter- cipali. Private Total 

tries prises ties Sector 

Sources of 	Medical & Health Services
 
No. of Hospitals 438 64 23 6 152 683 

(64.13%) (9.370) (3.37%) (0.88%) (22.25%) (100%) 
No. of Beds 47,780 13,912 956 1,558 6,990 71,196 

(67.11%) (19.54%) (1 .34%) (2.19%) (9.82%) (100%) 
No. of Clinics - - - 6,730 6,730 

(100%) C100%) 
No. of Health Centersa/ 

No. of Midwifery Centers b / 

4,728 
(98.97%) 
1,498 
(96.27%) 

49 
(1.03%) 

n/a n/a -

58 
(3.73%) 

4,777 
(100%) 
1,556 

(100%) 
No. of Community Health 
Centers 

100 
(100%) 

100 
(100%) 

Health Personnel 
No. of Physicians 2,987 

(43.10%) 
2,667 

(38.48%) 
175 

(2.52%) 
371 

(5.35%) 
731 

(10.55%) 
6,931 

(100%) 
No. of Dentists 401 420 41 97 98 1,057 

(37.94%) (39.73%) (3.88%) (9.18%) (9.27%) (100%) 

No. of Pharmacists 616 419 153 68 1,424 2,680 
(22.99%) (15.63%)(5.71%) (2.54%) (53.13%) (100%) 

No. of Nurses 8,526 6,370 680 1,525 2,498 19,599 
(43.50%) (32.50%) (3.47%) (7.78%) (12.75%) (100%) 

No. of Midwifery Nurses 7,832 
(91.32%) 

65 
(0.76%) 

21 
(0.24%) 

116 
(1.35%) 

543 
(6.33%) 

8,577 
(100%) 

Note: a/ 	MOPH administers 4,728 health centers which are located in
 
districts and subdistricts in provinces outside of Bangkok. 
The Department of Health, Bangkok Metropolitan Administration Office 
runs 49 public health services centers located in Bangkok. 

b/ 	 After the implementation of the Fifth Five-Year Health Development 
Plan (1982-1986), in 1982, all midwifery centers became health 
centers, and in January 1984, there were 7,072 health centers 
nationwide 	(Source: Rural Health Division, MOPH).
 

Source: 	 Division of Health Statistics- MOPH,_ "Public Health Statistics, 
1977-1981 



lable 1.4 

Resources & Patients 

Hlealtth Resources: Baiigkok Metropolitan Administration 
1978-1 984 

1978 1979 1980 IT I 1982 198 1984 

Department of Medical Services 

.No. of Beds1/ 

No. of Physicians 

No. of Nurses 

No. of Assistant Nurses 

1,658 

198 

718 

203 

1,681 

255 

718 

201 

1,210 

253 

939 

209 

1,428 

237 

1,022 

179 

1,448 

241 

995 

194 

1,484 

271 

1,150 

178 

n/a 

287 

1,418 

231 

No. of Outpatients/Month 

No. of Inpatients/Month. 

59,575 

3,8/8 

60,298 

3,982 

58,981 

4,182 

66,199 

4,066 

65,359 

4,291 

70,766 

4,463 

n/a 

n/a 

Department of Ilealth 

No. of Health Centers.: 

No. of Physicians 

No. of Nursing Staff 

No. of Outpatients/Month 

39 

n/a 

n/a 

607,878 

45 

n/a 

n/a 

702,556 

45 

n/a 

n/a 

716,232 

46 

71 

449 

693,175 

48 

70 

407 

715,729 

51 

65 

455 

748,370 

531/ 

64-1/ 

4781/ 

n/a 

Note: 1/ 
2/ 

Data up to July, 1984 
The number of beds for infants (1-28 days) is excluded. 

Source: Department of Medical Services and Department 
Bangkok Metropolitan Administration 

of Health, 
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While inpatient care in Banakok is predominantly provided by public 
facilities, private clinics contribute the bulk of outpatient clinics. 
Bangkok contains almost half the nation's private clinics. Many are 
quite small, the equivalent of a doctor's office, with one or two 
physicians on duty at a time. About one-third of these clinics are 
aental or midwifery centers.
 

3. Other Provinces
 

Outside Bangkok, the provincial and regional hospitals are major 
sources of seconoary care. MOPH health centers ano district hospitals 
are aesigned to offer routine care and to refer more complicated cases I 
the provincial and regional hospitals. Many people regard the regional 
and provincial hospitals as offering superior care, and some bypass the 
health centers and district hospitals, even when these smaller facilitif 
could adequately meet their needs. Thus the regional and provincial 
hospitals tend to be over-utilized, and some local facilities to be 
unoer-util ized. 

District hospitals tend to be sall: most have 10 to 30 beos, the 
larger ones have around 60 beds. These hospitals have an average of onE 
physician lv'r every 20 beds. There are 460 district hospitals spread 
throughout the country, 39 percent of them in the Northeast. (See TablE 
1.5.) 

The Central Region, with 23 percent of bcth district hospital beds 
and district hospitals, has 22 percent of the non-Bangkok population. 
Tne North and South are served by 22 percent and 13 percent of district 
hospital beds respectively, and the Northeast with 42 percent. The 
distribution of beds corresponds very closely to the distribution of 
population.
 

Provincial hospitals, larger than district hospitals, average arounc 
14 physicians and 59 nurses. Thirty-nine percent of the 74 provincial 
hospitals are located in the Central Region, accounting for 40 percent c 
the physician and nursing staff of all provincial hospitals. (See 
Table 1.5.) 

Regional hospitals are more evenly distributed-amonq the regions:
 
the Central, Northeast and South each have four;- there- are three recoiona 
hospitals in the North. The professional staff in proportion to 
population is weighted slightly in favor-of the Central Region, and 
against the Northeast.
 



Table 1.5
 
Distribution of MuPII lealth Resources by Region (Excluding Bangkok), 1983
 

Resources
 

lleal th Centers 
}Fo. oi Ieal 11FCentersl/ 

lo. of Health Personnel 


1FT IIEIF--It-l s 
o ti1l1__E.]-o f-Iolos 

10 beds 

30 beds 

60 beds 

Total 

NO.of PhiysIFins 

No. of Nurses 


No. of lealth Personnel 


ProvI nc-at-ITp taIs 
TNo. of iosp tls 

No. of Physicians 


No. of Nurses 


No. of Health Personnel 

__(40.32) 


Re ona1 -ilosp ta1
 
S--orfI p1 t1 s 


No. of Physicians 


No. of Nurses 


No. of Health Personnel 


Central 


2,004 
(28.23) 

4,047 


(29.85) 


72 

25 

7 


104 
(22.66) 


113 ­
(28.54) 
1,385 

(27.45) 


548 

(28.48) 


29 
(39.19) 


430 

(42.11) 

1,684 

(38.63) 

3,066 


4 
(26.67) 


215 

(31.40) 


563 

(26.72) 


814 

(24.95) 


North 

1,494 
(21.04) 

2,608 


(19.23) 


73 

25 

6 


104 
(22.66) 


(19.95) 
1,093 

(21.66) 


464 

(24.12) 


17 
(22.97) 


237 

(23.21) 


967 

(22.18) 

1,744 

(22.93) 


3 
(20.00) 


172 

(25.10) 


496 

(23.54) 


696 

(21.34) 


Northeast 

2,362 
(33.27) 

4,473 


(33.00) 


118 

43 

17 


178 
(38.78) 


1W 
(39.14) 
1,688 


(33.45) 

640 


(33.26) 

I 

13 
(17.57) 


182 

(17.83) 


824 

(18.90) 

1,409 

(18.53) 


4 
(26.67) 


190 

(27.82) 


661 

(31.37) 

1,089 

(33.38) 


South 

1,240 

(17.46) 

2,431 


(17.93) 


61 

10 

2 


73 
(15.90) 


49 
(12.37) 

880 
(17.44) 


272 

(14.14) 


15 
(20.27) 


172 

(16.85) 


884 

(20.28) 

1,386 


(18.22) 


4 
(26.67) 


106 

(15.52) 


387 

(18.37) 


663 

(20.32) 


l/ Ihe f1~ie-ig ehtjes-eaf-ff-t-ce-rs an-d-lO-bed hospial-underEconstFuction and 
offerina services
 

Source: lteG1th Planning Division, MIPII 

Whole Kingdom 

7,100
 
(100.00)
 
13,559
 

(100.00)
 

324
 
103
 
32
 

459 
(100.00)
 

395-­
(100.00) 
5,046
 
(100.00)
 
1,924
 

(100.00)
 

74 
(100.00)
 
1,021
 
(100.00)
 
4,359
 
(100.00)
 
7,605
 

(100.00)
 

15 
(100.00)
 

683
 
(100.00)
 
2,107
 

(160.00)
 
3,262
 
(100.00)
 

those -- yeFt 
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The main source of professional primary health care in rural
 
Thailand, the Tambon health center, is the most diffused of the MOPH
 
health posts, with 7,100 spread throughout the iation. One-third of the
 
heath centers are in the Northeast, 20 percent in the North, and 28 and
 
17 percent are in the Central and South respectively. Health personnel
 
are distributed in similar proportions; there is an average of 1.9 health
 
workers for every health center. These workers are trained to offer

routine primary health care, and to refer cases beyond their expertise to 
district or provincial hospitals. Frequently the health center is also a'
 
d-ug store, or is close to one.
 

Results of a 1981 survey by the National Statistical Office indicate 
that those in urban areas are more likely to seek care at a hospital than 
a health center. In urban areas, 83 percent of those who sought health
 
services went to government or private hospitals, or to a clinic, while
 
12 percent went to health centers. (This urban sample includes Bangkok,

and visits to health centers include referrals to other sources of
 
care.) in rural areas, 52 percent of health care visits were to
 
government or private hospitals, while 36 percent were to health
 
centers. This is due to a~ailability and hence easier access to health
 
centers in rural than in urban areas, 
 In rural areas, where travel to a
 
hospital can be expected to be a greater burden than it is for city

dwellers, a preference for government hospitals and for clinics is
 
markedly greater among the unemployed, who choose them 86 percent of the
 
time, and go to health centers only 12 percent of the time. Incontrast,

the rural employed, for whom travel and waiting time represents forgone

earnings, choose health centers one-third of the time, and go to
 
hospitals or clinics 58 percent of the time. (Another plausible

interpretation is that the employed are healthier, and people look to
 
health centers for treatment of less severe health problems).
 

Private clinics and hospitals, although over-shadowed by MOPH
 
facilities, do exist outside Bangkok. 
 (See Table 1.2.) The private

clinics and hospitals are located primarily in urban areas. A 1979
 
survey of households outside of Bangkok indicated that urban households 
utilized private clinics almost twice as often as government health 
posts, whereas rural households turned to government health posts roughly
twice as often as to private clinics. The rural dependence on government

-health 
posts is most-pronounced in the Northeast, where-rural--households 
--turn tn the posts more than three-and one-third times as-often as they do 
to F ,vate clinics-. 



CHAPTER 2
 

SOURCES OF REVENUE: WHO PAYS FOR HEALTH CARE
 

1. Introduction
 

Approximately two-thirds of health care expenditures are funded
 
directly by households or other private concerns. (See Table 2.1.) Thi!
 
chapter first offers an overview of total health finarnce in recent years 
and projected into the future. Next it explains in some detail what
 
public funding goes to which health care facilities and programs. Public
 
funding is easier to describe, in that it is more clearly channelled, anc
 
less diffuse, than household spending. Yet public spending constitutes
 
mere third, and the MOPH budget a fifth, of health care spending in
 
Thailand. This perspective is key to understanding health care finance
 
in Thailand. The chapter closes with a brief survey of private health 
care expenditure, to be explored further in Chapter 4.
 

2. An Overview of Health Care Finance in Thailand
 

Total expenditures for health services and medical care have grown
 
rapidly in real terms in recent years: from 29,183 million Baht in 1979
 
to 41,771 million Baht in 1983.1/ (See Table 2.2). They have crown
 
f:'om 3.5 percent of G1P to 4.6 percent, and from 633 Baht per capita to
 
845 Baht in the years 1979 to 1983. This rate of increase per capita,
 
7.5 percent per year, is higher than any industrialized country. Ifthe
 
trend continues through 1991, expenditures will reach 6.4 to 7.9 percent 
of GNP (depending on assumptions about growth of the economy), or about
 
1,660 Baht per capita.
 

In the years 1979 to 1983, public sources have been a slightly
 
declining proportion of health care finance. (See Table 2.3.) By 1983,
 
households and other private sources accounted for 69 percent of health
 
sect-r finance, nDu ac..u.te fo 1 percent, and other government 
sources for 12 percent. Were these trends to continue through 1991, the 
MOPH budget would have to more than double in real terms to remain a 
constant proportion of total health care finance. If MOPH expenditures
remain a constant proportion of the government budget, MOPH expenditures 
will be a decreasing proportion of the total. 

1/ These and all other Baht figures presented in this chapter have been
 
converted to 1983 Baht unless otherwise noted. 



Table 2.1
 
Sources of Ilealth Expenditure Contribution (1983 Prices)
 

.(Unit: Million Baht)
 
1976 1977 
 1978 1979 1980 
 1981 1982 
 1983
 

Ministry of Public Health's Budget i/ 4,979.7? 6,114.20 5,463.03 6,009.77 5,370.57 6,136.02 
 6,897.72 7,902.41
(20.04) (20.59) 
 (17.30) (17.88) (18.16) 
 (18.92) 

the FFl-6stt-rles' Budget 1_/ 29 ". -
D38U V,-2U 2,327. - - 2 --.1 "2,72[---- 2777 7- - ,9-T - - -3, 3.8 
(8.54) (8.85) (8.77) (8.07) (7.76) (7.50)
 

TEa1e Enterprises Budge tik 1.0- Wf1Y- 14T 
(0.35) (0.28) (0.27) 
 (0.26) (0.40) (0.22)
 

Government Medlxps-a Expense - 69Y72-- 78T.06 --1,U8-.67---1,257.- 7---1-,82.27 
for Government Official and Workers- (2.00) (2.38) (2.52) (3.18) (3.31) (3.55)
'Wo'rkmen's Compensation FundVi - --- 7- 1l3.67 IIT.W--1GYT-- 205 4 

(0.36) (0.39) (0.38) (0.47) 
 (0.41) (0.49) 
Prlv-ate Insurance companies_, 1 -97T- 1V77----1-.-- 7.34 27..-- -- IL.- ---. 7T 3 

(1.25) (1.09) (0.89) (0.90) (0.87) (O.F4)
-Pr-Tate Companies, Other State n/a n/a 1lF -I 76. -1, 3,.U -- -2e .6Enterprises and Consumers' ContributionC/ 1T7-­

(66.48) (65.03) (68.42) (66.61) (68.05) 
 (67.54) 
TFe1gn AiFd-s - "237 239.60 6--449.1---
 1--1-7 ----- --
9-07.. --- -----. 3-87'
 

(0.98) (1.39) (1.45) i2.63) (1.04) 
 (0.94)
 

Total 
 17,800.94 26,352.84 27,255.32 
 29,182.96 .31,037.24 34,320.71 37,987.61 
 41,771.14
 
(100.00) (100.00) (100.00) (100.00) (100.00) 
 (100.00)
 

11OE: a/ Aid from W110 is included while it is not included in the other years.

b/ Include only 3 State Enterprises where data are available.
El ihe figure is a residual amount obtained by subtracting government medical expensescompensation fund expenses and pivate insurance companies' expenses for personal 

for ovrnment officials and workers, woker's 
and health from total private health expendi tures 

SOURCE 1/ Health Planning Division, MOPII 
2/ Comptroller General Department, Ministry of Finance
3/ Workmen's Compensation Fund, Department of Labor, .linistry of Interior
4/ National Economic and Social 
Development Board, Office of the Prime Minister
S_ 
 Department of Technical and Economic Cooperation, Office of the Prime Minister
 

http:41,771.14
http:37,987.61
http:34,320.71
http:29,182.96
http:27,255.32
http:26,352.84
http:17,800.94
http:7---1-,82.27
http:7,902.41
http:6,897.72
http:6,136.02
http:5,370.57
http:6,009.77
http:5,463.03
http:6,114.20


Total 


Total 

Year Expenditures 

(million Baht) 


1979 29,183 

1980 31,037 
1981 34,321 
1982 37,988 

1983 41,771 

Projections: 

1994 46,186 
1995 51,068 
1986 56,466 
1987 62,434 
1988 69,034 
1989 76,331 
1990 84,399 
1991 93,320 
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Table 2.2 

Health Care Expenditures,
 
Actual and Projected
 

1979 - 1991 

(1983 Baht)
 

Percent GNP 	 Per
 
projections projections capita 
assume low assume high (Baht)
 
growth rate growth rate 

3.5 	 3.5 633
 
3.8 	 3.8 668 
4.1 	 4.1 723 
4.5 	 4.5 794
 
4.6 	 4.6 845 

4.9 	 4.8 919 
5.3 	 5.0 1,001
 
5.6 	 5.2 1,089
 
6.0 	 5.5 1,185
 
6.4 	 5.7 1,290
 
6.9 	 .5.9 1,403
 
7.3 	 6.2 1,528
 
7.9 	 6.4 1,662
 

Source: 	 1979-1983, from; NESDB National Income of Thailand, 1983. 

Note: 	 Expenditure projections are computed by applying the weighted 
average annual growth rate for the years 1979 to 1983 as a 
constant growth rate for the years 1984 through 1991. ThE 
weights used were 0.1 0.2, 0.3, and 0.4 for the years 
1979-80, 1980-81, 1981-82, and 1982-83 respectively. 
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Table 2.3
 

Sources of Health Care Expenditures
 
(1983 Baht) 

Household and 
Year Other Private MOPH Other Government 

milion row million row "million row 

Baht percent Baht percent Baht percent 

1979 19,408 66.5 6,010 20.6 3,765 12.9 
1980 21,629 69.7 5,371 17.3 4,037 13.0 
1981 23,334 68.0 6,136 17.9 4,849 14.1 
1982 26,340 69.3 6,898 18.2 4,749 12.5 
1983 28,768 68.9 7,902 18.9 5,099 12.2 

Projections: 

1984 31,866 68.8 8,870 19.1 5,583 12.1 
1985 35,298 68.7 9,956 19.4 6,114 11.9 
1986 39,100 68.6 11,174 19.6 6,695 11.8 
1987 43,311 68.5 12,543 19.9 7,331 11.6 
1988 47,976 68.5 14,079 20.1 8,027 11.4 
1989 53,143 68.4 15,803 20.3 8,790 11.3 
1990 58,866 68.3 17,738 20.6 9,625 11.1 
1991 65,206 68.2 19,910 20.8 10,539 11.0 

Note: Method of projection same as Table 2.2 
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3. The MOPH Budget
 

Tne total budget of MOPH increased from 6,897 million Baht in 1982 to
 
8,823 million Baht in 1985 (at 1983 constant prices). (See Table 2.4)
 
This represents 4.13 percent of the total government budget in 1982 and
 
4.44 percent in 1985. We examine it by proaram, by level of care, by
 
aepartment, and geographic area.
 

3.1 Budget by Propram
 

The MOPH budget is allocated to 10 programs. As shown in
 
Table 2.4, the three largest programs are physical medical care, health
 
promotion and cummunicaLle disease control. These three programs
 
together account for about 87.5 percent of total MOPH budget during
 
1982-85.
 

From 1982 to 1985, there has been a slight increase in
 
percentage of MOPH budget allocation to health promotion (from 16.86
 
percent to 18.75 percent), and communicable disease control (from 17.72
 
percent to 18.64 percent). A slight decline, on the other hand, is found
 
in allocations to physical medical care (from 53.39 percent in 1983 to 
50.78-percent-in 1985); mental-medical care (3;64 percent in 1982 to 3.20.
 
in 1985), general administration (from 1.94 percent to 1.52 percent), and
 
the drug addiction program (from 0.53 to 0.42 percent). Allocations to
 
other programs have been almost constant in their proportions.
 

It is noted that the increases in percentage allocations are 
found in programs which are generally classified as preventive measures
 
and are largely considered as primary health care. Although the chanoes
 
in these proportions have been small, a slight trend can be seen over the
 
5th plan period to suggest a greater emphasis on preventive and primary
 
health care by the MOPH. 

3.2 Budget by Level of Care
 

Table 2.5 shows _that_-Jn- very broad -terms, -primary- health care 
including such activities as nutrition, sanitation, provision of 
essential drugs, immunization,:-heal th-educati on, icommunicable disease 
control, family planning, and curative care at health centers, receiveo 
budget allocation of 1,872 million Baht (at 1983 price) in 1981, while 
secondary and tertiary health care received 3,729 million Baht. These 
represent 30.5 and 60.8 percent respectively of total MOPH budget in 
1981. These proportions,--however, have changed over time-in the 
direction of more emphasis on primary health care and less on secondary 
and tertiary health care. By 1985, the MOPH budget allocated to primary 
health care reached 38.77 percent while that allocated to secondary and 
tertiary health care ha, been reduced to 52.95 percent. 
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Table 2.4 
MOPH Prooram Buloet: 1982-1985 (1983 Price) 

: Million Baht 

General 
Program 
Administration 

1982 

13.5 

i 1983 

134.2 
19b4 
135.1 

1985 
134.2 

(1.94%) (1.70%) (1'62%) (I .52%) 

Medical Care (Physical) 3,594.3 
(52.11%) 

4,220.0 
(53.39%) 

4,303.2 
(51.71%) 

4,480.3 
1(50.78%) 

Medical Care (Mental) 251.0 
(3.64%) 

270.7 
(3.43%) 

274.9 
(3.30%) 

282.6 
(3.20%) 

Communicable Disease Cont. 1,222.4 
(17.72%) 

1,389.5 
(17.58%) 

1,487.0 
(17.87%) 

1,644.8 
(18.64%) 

Drug Addiction 36.9 35.9 35.5 37.0
 
(0.53%) (0.46%) (0.43%) (0.42%)
 

Health Promotion 	 1,162.8 1,320.0 1,491.0 1,654.3
 
(16.86%) (16.70%) (17.92%) (18.75%) 

Training & Manpower Dev. 366.8 374.6 434.7 418.8
 
(5.32%) (4.74%) (5.22%) (4.75%)
 

Research & Lab. Dev. 35.7 43.3 44.6 45.8
 

(0.52%) (0.55%) (0.54%) (0.52%)
 

Food & Drug Control 49.3 49.7 47.0 57.1
 
(0.71%) (0.63%) (0.56%) (0.65%)
 

Supplementary Program 44.7 64.6 68.7 68.3 
(0.65%) (0.82%) (0.83%) (0.77%) 

TOTAL 	 6,897.4 7,902.5 8,321.7 8,823.2
 
(100.0) (100.0) (100.0) (100.0)
 

Note: 	 Price index for 1984 and 1985 is assumed to represent the same rate of
 
increase as from 1982 to 1983.
 

Source: Health Planning Division, MOPH 



lable 2.5
 

1OPIlBudget by Level of Care 
L.evel of Care 111_ (Mill io 8a5t) 
Primary Health Care 1,872 2,334 2,670 2,990 3,421 

(30.51%) (33.84%) (33.79%) (35.93%) (38.77%)
 
- Bangkok
 
- Other Urban 340 378 427 448 475
 
- Rural (18.16%) (16.19%) (15.99%). (14.98%) (13.88%)
1,421 1,647 1,924 2,294 2,678Unclassified (75.91%) (70.57%) (72.06%) (76.72%) (78.28%)

11 1 309 319 248 268
(5.93%) (13.24%) (11.95%) (8.29T,) 
 (7.83%)
Secondary & Tertiary Iealth Care 
 3,729 3,931 
 4,563 4,592 
 4,672
 
(60.77%) (58.99A) (57.74%) 
 (55.18%) (52.95%) 

- Bangkok 665 610 578 
 553 547
Other Urban (17.83%) (15.52%) (12.67%) (12.04%)- (11./1%)
2,106 2.175 
 2,280 2,322 2,415

(56.48%) (55.33%) 
 (49.97%) (50.57%)
- Rural (51.69%)958 1,146 1,706 1,717 
 1,710

(25.69%) (29.15%) (37.36%) (37.39% 
 (36.60%)


Non-Allocated by Level 
of Care 535 633 
 669 740 
 730
 
(8.72%) (9.17%) (8.47%) (8.891) (8.27%)
 

Total 
 6,136 6,898 
 7,902 8,322 
 8,823
 
(100.0%) (100.0%) 
 (100.0%) (100.01) (1()0.0%)
 

Source: Health Planning Division, MOPI. 
Note: 1984-85 data are converted to 1983 prices by using estimated index under an assumptionthat medical price index (whole Kingdom) increases at the same percentage as those of1982 to 1983 (latest year). 



This trend reflects the change in policy direction in The 5th 
Five-Year Plan toward the rural poor, where basic health services such as 
primary health care, communicable disease control and health promotion 
programs are emphasized.
 

3.3 Budget by DeDartment 

Tne Ministry of Public Health allocates its budget to four 
departments and two offices: the Departments of Medical Services, Health, 
Medical Sciences, and Communicable Disease Control, and the Offices of 
Food ano Drugs, and of the Permanent Secretary for Public Health. A brief 
description of the function and the budget of each of these is presented 
here. 

The Office of the Permanent Secretary for Public Health, under 
the Permanent Secretary for Health, receives three-fourths of MOPH's 
budget. (See Table 2.6.) its e~penditures account for 15 percent of all
 
health care expenditures in Thai'iand. Most of tnis budget Goes to the
 
Superintendent's Office, which oversees tne health care deliver,, network 
throughout the Kingdom: regional and provincial general hospitals,
 
community district hospitals, and health centers at sub-district levels. 

The Department of Medical Services runs Rajavithi, Buddhist
 
Monks, Lerdsin ano Nopparat Ratchathani Hospitals, the Institute of 
Pathology, tne National Cancer Institute, the institute of Dermatology, 
and Children's Hospital, all located in Bangkok, and mental health care 
institutes and hospitals located throughout the country but concentrated
 
in Bangkok. This aepartment receives less than nine percent of the MOPH
 
buaget, and the trend is for its budget share to aecrease by about a
 
percentage point per year.
 

The Department of Health provides promotive health care 
throughout the provinces, in the form. of programs for nutrition,
 
sanitation, school health, rural water supply, aental health, family 
planning, environmental health, and occupational health. This department 
aiso runs 6 regional maternal and child health centers throughout the 
country. It gets less than eight percent of the MOPH budget, a figure 
which has been decreasing slowly in recent years. 

The Department of-Communicable Disease Control provides 
technical and practical information-and services to other MOPH personnel 
in the provinces. It runs.disease. contro.l .centers.in some provinces for 
the control of veneral disease; malaria;- leprosy, tuberculosis and 
filariasia, and operates three-specialized hospitals..- This department 
pets a nearly constant 7.5 percent of the MOPH budget.
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Table 2,6
 

MOPH Budget by Department, 1982-1985
 

(1983 Prices)
 

_Million Baht
 

Department 


Office of Permanent Secretary 


Department of Medical Services 


Department of Medical Sciences 


Department of Health 


Department of Communicable 

Disease Control 


Office of Food and Drug 

Committee 


Total 


Source: Health Planning Division; 


1982 


5.014.07 

(72.69%) 


694.40 

(10.07%) 

65.57 

(0.95%) 


556.15 


(8.06%) 


523.57 

(7.59%) 


43.96 

(0.64%) 


6,897.72 

(100%) 


MOPH 
 -

1983 


5.962.98 

(75.46%) 


691.55 

18.75%) 

6S.92 
(0.88%) 

593.86 


(7.EI%) 


553.60 

(7.01%) 


30.51 

(0,39%) 


7,902.42 

(100%) 


1984 1985
 

6,235.55 6,657.70
 
(74.93%) (75.46%)
 

702.64 704.83 
(8.45%) (8.00%) 

73.60 80.53
 
(0.88%) (C.91%) 

652.48 688.35
 
(7.84%) (7.80%)
 

628.16 659.06
 
(7.547')
 

29.11 32.20
 
(0.35%) (0.36)
 

8,321.54 18,822.67
 
(100%) (001)1
 

http:18,822.67
http:8,321.54
http:6,657.70
http:6,235.55
http:7,902.42
http:5.962.98
http:6,897.72
http:5.014.07
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The Department of Medical Sciences conducts medical research and
 
proviaes laboratory tests to support preventive and curative care for all
 
healtt, institutions in the country. It receives less than one percent of
 
the MOPH buoget.
 

3.4 Budoet by Area
 

Buoget for major Drograms, namely, medical care, disease control
 
and nealth promotion, were allocated to rural areas in increasing
 
proportion, i.e., 43 percent in 1981 and 56 percent in 1985. Urban
 
areas, on the other hand, received 45 percent of the budget in 1981 and
 
37 percent in 1985, while Bangkok was allocated only 7 percent of the
 
DuOget.
 

3.4.1 Medical Care
 

Tne allocation of the MOPH budget to medical care has 
been mainly concentrated in provinces other than Banakok. Areas other 
tnan Banakok: received 8-2percent of this budget in 1981, increasing to 89 
percent in 1985. Bangkok received e aeclining proportion, from 18 
Percent in 1981 to 11 percent in 1985. (See Table 2.7). In the areas 
outside of Banakok, a larce percentage of medical care budget went to 
urban areas but tnis proportion aeclined from 56 percent in 1981 to 49 
percent in 1985, whilie rural areas received an increasing share from 26 
percent to 40 percent. It snoulc be noted, however, that although 
regional and provincial hospitals are located in urban areas, a great 
number of patients at these hospitals come from the rural areas. Hence,
 
it i. likely that the percentage of benefits received by rural people is
 
greater than what is shown in the table.
 

3.4.2 Disease Control and Preventive Care
 

Expenditures under this item went almost entirely to
 
provinces other than Bangkok ana the percenTage remained rather constant
 
at about 98 percent throughout the 1981-85 period. The 2 percent of the
 
budget allocated to Bangkol-was mainly for drug addiction activities.
 
The distribution of this budget--to other-provinces,-unlike the medical
 
care budget, is concentrated in rural areas. This oercentage increased
 
from 74 percent in 1981 to 78 percent in 1985.
 

3.4.3 Health Promotion
 

All of this expenditure has been allocated to
 
provinces other than Bangkok. The rural areas received about 80 percent
 
in 1981 and the proportion increased to 85 percent in 1985.
 



7able 2.7 
MOPI Pudget by Proqram anl Area 

(At 1983 Constant Price) 

Program V181 1I82 1I --
MNillion Baht) 
--- I, T I _ 

GENERAL SERVICE 
B~iJ-1C-A L--A11E 

589 
,6L - --­

891939 
I 1,- J I -

913 
TI,74 

- Bangkok 

- Other Urban 

- Rural 

639 
(17.59%)

2,038 
(55.97%) 

960 
(26.44%) 

583 
(15.16%)

2,104 
(54.71%) 

1,159 
(30.13%) 

552 
(12.29%)

2,204 
(49.09%) 

1,734 
(38.62%) 

529 
(11.55%

2,254 
(49.21%) 
1,797 

(39.24%) 

521 
(10.94%)

2,354 
(49.41%) 
1,889 

(39.65%) 
-- SsE CONTROL-AiJD 
PREVENTIVE CARE 

- Bangkok 
- Other Urban 

- Rural 

1,096 
25 

(2.28%) 

260 
(23.72%)811 

(7,.00%) 

1,188 
28 

(2.35%) 
272 

(22.88%)
889 

(74.77%) 

1,406 
25 

(1.78%) 

305 
(21.69%)

1,076 

(76.53%) 

1,505 
25 

(1.66%) 

315 
(20.93%)

1,165 

(77.41%) 

1,660 
27 

(.63%) 
330 

(19.88%) 
1,303 

(78.49%) 

- Urban 

- Rural 

b-RI-T FOOD CO7I4fULU1!TJ 

153 
(20.05%) 

610 

(79.95%) 

5---

178 
(1 9.2 ) 

745 
(80.72%) 

Th 

198 
(19.45%) 

820 
(80.55%) 

202 
(16.13%) 

1,050 
(83.87%) 

- -7_ 

203 
(14.51%) 

1,196 
(85.49,) 

101 Al n -6- I -6,PW 

Source: Heal th Planning Division, MOP1I. 



Table 2.8 

MOPH Budget by Program and Area 
(At 1983 Constant Price) 

(Million Baht) 

Program 1981 1982 1983 1984 19", 

Medical Care + 
Disease Control 
and Preventive 
Care + Health 
Promotion 5,491 5,958 6,914 7,337 7,823 

- Bangkok 1 664 611 577 554 569 
(12.09%) (IC.26%) (8.35%) 7.56,) 1 7.00-A 

- Other Urban 2,446 
(44.55%) 

2,554 
(42.87%) 

2,707 
(39.15%) 

2.771 
(37.77%) 

2,887
(3E.90%) 

- Rural 2.381
(43.36%) 

2,793
(4E. 88,/) 

2,630
(52.50%) 

4,012
54.68%) 

4,388
(55.09%) 

Source: Health Planning Division, MOPH 
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3.4.4 Level of Care by Area
 

In terms of level of health care, Table 2.5 shows that no
 
budget is allocated by the MOPH to Bangkok for primary health care, but 
about 18 percent went to Bangkok in 1981 for secondary and tertiary 
health care. This percentage, however, has fallen to 12 percent in
 
1985. Rural areas received about 75 percent of the primary health care 
budget and about one-third of the secondary and tertiary health care 
budget of MOPH (26 percent in 1981 and 37 percent in 1985). Thus, there
 
is a clear trend between 1981-85 of increasing allocations to primary

health care and to rural areas, in accordance with the policy direction
 
of the Fifth Plan.
 

3.5 NOPH Budget Summary
 

Altogether about one-half of the MOPH budget goes to physical
medical ca,- (See Table 2.9.) Another third goes to communicable 
disease cj~itrol and to health promotion. The vast majority of MOPH 
expenditures go toward health care and promotion, and disease control 
outside of Bangkok, especially to rural areas, and this is increasingly. 
so over the last several years. Secondary and tertiary health care 
receive a declining percentage of the MOPH budget, but still over ha~f. 
Relative to rural areas, Bangkok and other urban areas have in recent
 
years received a deilining percentage of the budget for secondary and
 
tertiary care, and for primary care. 

4. Other Ministries
 

Thai government ministries other than the MOPH finance between 7 and 
8 percent of all health care expenditures. Table 2.10 shows the health 
budget of other ministries between 1976 and 1983. This amounted to 2,038 
million Baht (at 1983 constant pr ce) in 1976 and 3,134 million Baht in 
1983. Among these ministries, the State University Bureau obtained the 

largest share, about 75-80 percent during the 1976-83 period. A large
 
part of this went to training of medical personnel.- ---

The second largest share went to the Ministry of Interior which
 
received about 20 percent of the-total--bu-oet-,--and allocated mo.t of this 
to the BIA to provide health services in Bangkok.- All other ministries 
together contribute only about 2.3 percent of the total..non-MOPH budget
for health services and medical care. There is no clear trend in 
proportions of budget allocated to each ministry. As far as the
 
distribution of the budget among areas is concerned, it is clear that a
 
large percentage of the total budget is allocated to provide health 
services mainly in Bangkok area. 



lahln 2.9
 
MOPII Budget by Depart ment and Programs, 1984
 

(19fI3 Prices)
 1ill(1 on Balit)
 
Office of Dept. of Dept. of D-ept. of Dept. Office


Program Petnanent Helical Medical IHealth 
 of CIDC of Food lotal
Secretary Services Sciences and DIrIgs 

General Administration 95.29 8.68 7.46 9.90 8.91 4.84 135.12 
(1 .532) (1 .24%) (10.14%) (1.52,) (1 .47%) (16.631) (1.621.) 

(62.41%) (44.871%) (15.38% (51.71 %)
,e1 cala iW-1-) -27T_7 .. .. -- - 27-74--757 

(39.10%) (3.301)
uommunica1Ile i sease Control 966.U-1 ­ 2.62 -...... -- 5l8.2 ... ,486.97

(15.49%) (3.56%) (82.51%) ( 17.87, )U-igii 7-dhi It10 - - 35-.71A--- - - - 3 A7 
____( _(0.5.05%) 'i 3%)

lIlea1tbromoti7o -4_ 0-- - 156.-5 - .191.0
(15.46%) (80.76%) (17.921)
iran--]ing and - 111 !44 3 .7Mlanpower ... 32--- 3-
Developiment (4.08%) (9.14%) (17.12%I (0.69%) (5.221)
Resea rc f-a-n(d Lal ora to y I .6- -- 4T1Development (60.63%) (0.54%)
Food and Drug Control -- 18.90 3.881 -- 24.27 17.05

(25.67%) (0.601) (83.37%) (0.57t)
Supplemtary Program 421_?.T" -A-25 - 1 - T­

(1.03%) (0.60%) (0. R27,) 

lotal 6,235.56 702.64 73.59 652.48 
 628.16 29.11 P,321.54
( 1002, )__ (100%) (10U%) (100%) (PO0%) (100%) (100%) ) 

Source: lleal th Planning Division, MOPII 

http:P,321.54
http:6,235.56


lable 2.10
 

Ileal th Budget of Othr.r Ministries, FY 1976-1983 
(1983 Price) 

(Unit: Mlliton Baht)Ministry 1976 1977 1978 1979 19O 1981 1982 1983 

Other Ministries 
 2,038.0 2,203.3 2,327.7 
 2,582.1 2,722.0 
 2,770.3 2,947.5 
 3,133.8
(100t) (100%) (I00o) 
 (1001) (1001) 
 (0f) (m0m) (100%)
1. State University Bureau 1,541.8 1,648.1 1,812.9 
 1,969.5 2,192.0 2,171.9 
 2,372.6 2,470.6
(75.65%) (74.80%) (77.88t) 
 (76.27%) (80.53%) 
 (78.41%) (80.50%) 
 (78.84%)

2. Hinistry of Interior 
 444.3 478.6 
 451.5 537.1 
 461.6 529.0 
 515.9
(21.80%) (21.72%) (19.40%) (20.80%) (16.96%) 	

610.7
 
(19.09%) (17.50T) 
 (19.49%)
 

3. Ministry of Defense 
 35.0 59.6
(1.72%) (2.71%) 47.5 64.2 59.6 60.2
(2.04%) (2.49%) (2.191) 	 37.8 36.6
(2.17%) [i.28f) (1.17%)4. 	Ministry of Justice ,-
- 4.6 4.8 

5. 	 (0.16%) (0.15%)Ministry of Conunication 7.8 7.5 7.5 
 5.0 4.3 
 4.5 7.7(0.38%) (0.34%) (0.32%) (0.20%) 	
4.7
 

(0.16%) (0.16T) 
 (0.26%) (0.15%)
6. Ministry of Agriculture and 9.1 9.5 8.3 6.3
Cooperatives 	 4.5 4.7 8.9(0.45%) (0.43%) (0.36%) 	 6.4
(0.24%) (0.16%) 
 (0.17%) (0.30%) 
 (0.1o%)
 

Source: IleaIth Planning Division, MOPII 
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Tne Ministry of Interior allocates a small amount of its budget to 
municipal and sanitary offices at provincial and district levels which 
mainly serve urban areas outside Bangkok and runs primary health care and
 
health promotion programs in other provinces.
 

The other ministries that provide substantial health care services
 
are the Ministries of Defense, Agriculture and Cooperatives,
 
Communications, Justice, and Interior. These services are concentrated
 
in the Bangkok area. While, most are primarily intended for employees of
 
or special populations under the responsibility of the ministries, these
 
services are generally also open to the public. The State University
 
Bureau provides health care to the public through its university
 
hospitals. The Department of Medicine of the Bangkok Metropolitan
 
Aaministration runs four general hospitals, some health centers and a
 
nursing school in Bangkok, while the Department of Health sponsors
 
primary health care, disease control, family health promotion programs in
 

-
Bancikok. These two departments account for about 15 percent of non-MOPH
 
miristries' contributions to health care. (See Table 2.11). The
 
Ministry of Interior 3Iso runs the Po"ice Hospital for police and
 
-prisoners in Bangkok ...
 

5. Free Medical Care by Government Health Units
 

A program that covers many areas of the Kingdom, levels of care, and 
units of government is the Free Medical Care program of the Free Medical 
Care Project. The budget is distributed to all government health units 
throughout the various ministries involved in health care, and to 
municipalities throughout the Kingdom. in 1979, this program received a 
300 billion Baht budget allocation. Its purpose is to provide care to 
people who could not otherwise afford it. 

The program may be meeting this objective. A recent MOPH/Mahidol
 
University survey l/ indicates very little average income difference
 
between families seeking care anc those not seeking care when a family
 
member is ili; and indicates that it is the gover_nm!n.Lh facilities that
 
the poor predominantly use.- (The results of this survey, and also a more
 
-detailed analysis of free card-utilization are presented in Chapter 4 on
 
consumer behavior.-) The program, however, is unevenly distributed
 
throughout the Kingdom. Per capita allocations by region are skewed, 
ranging from 4.7 baht..in theNortheast-to 8.4 in Bangkok (See
 
Table. 2.12). When MOPH poverty criteria are applied, th. per capita
 

I/ MOPH and Mahidol University, Community Household Survey, 1981.
 

http:gover_nm!n.Lh


Table 2.11 

BIA Budget for Health Activities 
(1983 Price) 

Unit:* Million Baht 

Department K 1979 1980 1981 1982 1983 1984 

Department of Health .123.61 135.62 159.53 
 149.90 179.24 188.40 
(30.93%) (39.07%) (38.27%) (36.24%) (37.60%) (32.67%)
 

Department of Medical '276.04 211.51 257.31 
 263.77 297.40 388.23
Services (69.07%) (60.93%) (61.73%) (63.76%) (62.40%) (67.33%)
 

Total BMA Budget 399.66 347.13 416.84 413.67 
 476.64 57r.62
 
I (100%) (100%) (100%) (100%) (100%) (100%) 

Other Ministries' 2,582.11Budget 2,722.05 2,770.37 2,947.49 3,133.80 n/a 

BIA's Budget as % of 15.48 12,75 15.05 14.03 15.21 
Non-MOPI! Ministries' Budget 

Source: Bangkok Metropolitan Administration and Table 2.10 

http:3,133.80
http:2,947.49
http:2,770.37
http:2,722.05
http:2,582.11
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Table 2.12
 

Distribution of Free Medical Care Budgeta/ by Region__b
 

Provincial 

hospital 


REGIONS All ocation/ 

Per Capita 


Northern 4.2 


Northeastern 2.5 


Central d/ 4.6 


Southern 4.5 


Bangkok -


Kingdom 3.7 


f Aliocation 
Per Health/ 
Midwifery 

'Centre 

6,246 


6,439 


6,407 


6,101 


-


6,015 


Unit: Baht 
I ozai Per caplza 
Allocation Gross 
Per Capita Provincial 

Product
(1976)
 

6.6 5,530
 

4.7 3,220
 

7.1 13,450
 

7.2 7,230
 

6.4 I1,150
 

6.3 7,520
 

Source: Report of the Free Medical Care Project; Population Statistics 
from Planning Division, MOPH; Gross Provincial Product figures 
from NESDB National Accounts Division and World Bank Mission 
estimates, as presented in Anne Mills, "Health Services for Low 
income Groups: Access to Free Medical Care," World Bank. 

a/ 
-

includes all allocations which can be clearly identified with 
Changwats (provinces). 

b/ Financia7 
for 1978, 

data for FY 1980; population and health facility data 

c/ Includes allocations to Khon Kaen and Chiang Mai Universities. 

d/ Excluding Bangkok. 
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allocation to the poor population is strikingly skewed in favor of
Bangkok, with Bankok receiving 28 Baht per poor person, while the
Northeast receives only 6 Baht. 

South Regions receive 9, 13, 

The North, non-Bangkol. Central, and
 
and 11 
Baht per capita poor respectively.
This comparison is basi on the MIOPH criterion o poverty, defined ashouseholds with income less than 2,000 Baht per month.
 

A different definition of poverty,, used by the World Bank,!_ drawsthe poverty line at 200 Baht in.urban areas and 150 Baht in rural 
areas.
This definition finds a smaller portion of the urban population below thepoverty line, and by this criteria free- card-_al.locations- are even morestrikingly skewed, with tne Northeast receiving 13 Baht per capita poor,while-the Bangkol, area-recei-ves...95 Baht more. The North, non-BangkolCentral, and South region receive 25, 63, and 31 Baht per capita poor,
respectively. 

Two reasons offered by the World Bani'/ for the large differencesin allocation are a) utilization patterns and b) strictness of
application of poverty criteria. 
The first of-these is treated in 
more
detail in Chapter 4 on 
consumer behavior. For purposes of analyzing
equity of appropriations, suffice it to say that the 
 Northeast showsrelatively ,ih rates of- utii.ization.-of..free, care, compared, to otherregions, but Bangkok and the Central Region alsoare relativcly high.Thus it must be that Bangkok and the Central Region have offereacare to persons not below the poverty line. 
free 

Since no other explanationfully explains the discrepancies, it is clear that Free Card allocatins
favor the better-off regions. 

1/ The World Bank, Thailand. Towards a Development Strategy of Full
Participation, September 1978 

2/ Anne Mills, Health Services for Low Income Groups: Acess to FreeMledical Care, Worio- BanK, 984, from thiswticr section araws heavily. 
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6. State Enterpiises and Government EmDloyees Health Coveraoe
 

The Thai Tobacco Monopoly, the Royal Railway of Thailand and the Port
 
Authority provioe care a- meiical posts and hospitals as a frinoe benefit
 
to their employees. Some reiniburse employees for care at other
 
facilities. This, and the medical coverage provided to government
 
workers and their families, amounts to four percent of health
 
expenditures in Thailand. (See Tables 2.1 and 2.13.) This is an
 
under-estimate of health care funding provided to public employees,­
because it includes only the benefits of only these three state
 
enterprises.
 

7. Forein Aid
 

Various foreign governments and international organizations
 
contribute health care aid to Thailand. Table 2.14 shows a detailed
 
breakdown of sources. In recent years, foreign assistance has
 
contributed between one and three percent of Thai health care
 
expenditures; in 1983 the contribution fell below one percent. (See
 
Tabie 2.1.) The United Nations and the Colombo Plan have been the
 
largest contrioutors in recent years.
 

8. Private Health Care Expenditures
 

The non-householc, private contrioution to health care finance 
consists of tne Workmen's Compensation Fund benefits paid, private 
insurance companies' Denefits paid, and health care provided or 
reimbursed by, private companies for their employees. The first two of 
these - Workmen's Compensation and private insurance - represent a very 
small portion of total health expenditure in Thailand: each under one 
percent. (See Tables 2.1 and 2.13.) Very few workers have health care 
insurance as a fringe benefit; most employers prefer to reimburse 
employee's health care expenses, or to provide health services directly. 
Employers say that by paying employees health care expenses they incur 
more loyalty from, employees than they would by providing health
 
insurance. The employee health care paid for by private firms is a
 
common arrangement particularly in large firms, but no clear figure is
 
available. These expenditures by firms for their employees, combined
 
with household expenditures for health care, as shown in Table 2.1,
 
constitute two-thiros of health care expenditures for the entire nation.
 
(This figure includes health care paid for by those state enterprises
 
that do not make oata available on their employee health care benefits;
 
the distortion is probably less than one-half of one percent of total
 
health care expenditures.)
 



lable 2.13 

Government Medical Expenses Provided to Government 
by Fiscal Year at 1983 Constant Price 

Officials 

1978 1979 1980 1981 

(Thousand 

1982 

Paht) 

19R3 

1. To Government Officials 
and Salaried Employees 

- Outpatient 
- Inpatient 

2. lo Government Pensioners 

- Outpatleit 
- Inpatient 

532,081 
(92.41%) 

175,400 
356,681 

43,686 

(7.59%) 

16.168 
25,518 

695,439 
(94.17%) 

261,283 
4134,206 

43,004 

(5.82%) 

20,320 
22,684 

699,915 
(94.19%) 

236,848 
463,067 

42,077 

(5.67%) 

18,191 
23,886 

980,500 
(95.21%) 

341,639 
638,861 

49,383 

(4.79%) 

20,993 
28,390 

1,174,044 
(95.231) 

424,286 
749,758 

58,868 

(4.77%) 

26,127 
32,741 

1,409,422 
(95.09.) 

530,587 
878,835 

72,839 

(4.91t) 

33,378 
39,461 

3. 

I. 

To Govennent Workers 

To People Assistinig 
Government Activities 

18 
(0.00%) 

9 
(0.00%) 

90 
(0.01%) 

1,051 
(0.14%) 5 

(0.ot) 

Total 575,785 
(100.00%) 

738,542 
(100.00%) 

743,051, 
(1 0.u, 

1,029,833 
(1(00.00%) 

1,232,912 
(ioo.oo%) 

1,482,265 
(100.00%T) 

Source: Comptroller General Department, Ministry of Finance 



Table 2.14 

Technical Assistance to lhailand's Ik'alth Sector by Source of Expenditure, 1967-1983 

'T~161 ___1 (Ihousand U.S. Dollars) 

Assistance 
S '-i i 1 7 - -1 ? -1 9G9 - 97U- 71-97 1972j-157l174--

Year 
_1P75__ -­1976- -1977T 1979 __ 1979- -- PG- T_1 TT2 l8J 

UnIted 1,160.2 IP02.1 1,231.1 1,189.5 95.6 1.1 2,145.1 1,513.2 3,011.3 3,07;,3 6,631.9 6,327,0 5,975.? 3,147.5 3,0 91.9
!atIon. (17.261) (7.151) (15.761) (20.761) (23.031)(0.271)(46.561.) (41.151) (49.731).1 , oI (21.3111) (45.42.) (37.43 ) (50.35T) (34.73.) (16.511) (22.641) (25.P51) 

USAI) 4,304.5 4,776.0 5,295.3 3,496.3 2,242.3 2.2 2.176.0 2,306.6 751.0 4,809.0 2,705.3 2,171.4 3,5 5.2 ?,694.9 1,900.o I, PC.O 
(65.361) (67.44 1 (67.801) (61.01) (54.10? ) (0.54T)(38.4F )(45.971) (20.751) (69.971) (40.00 ) (76.45.1) (6.991) (14.79 )1(5.341.) (12.1B1.) (0.01)
 

Coo, ", 312.3 484.6 3R4.6 354.4 468.0 285.0 401.3i 232.7 751.7 408.9 734.0 2,540.4 ?,622.3 8,822.4 27,766.9 5,440.5 8,319.9 
(4.941) (6.921) (4.931.) (6.03 ) (11.291) (70.101) (7.09t) (4.46) (20.77. (6.91 ) (10.85.) (31.05 ) (19.91T) (48.421) (76.641.) (26.80?) (53.R4T) 

,Other 296.3 151.8 317.9 167.0 124.6 118.01 487.8 326.0 210.5 1n3.0 200.31 271.6 05.6 47.2 733.6 3,P85.3 2,711.5
Countries (4.41?) (P.171)(4.07) (2.91) (3.01 ) (29.021; (4.31 ) (6.25) (5.8?2) (2.60.) (2.96 ) (3.31 ) (0.73T (0.261) (0.661.) (26.28K) (17.551)voI I I II
 
tVo In- 5a0.0 532.5 355.3 0.3 201.2 113.1 106.0 ,.7 52.0 1 143.3 266.4 32n.5 303.2 310.9 
 427.5
 

Services (8.03t) (6.321) (7.441) (9.291) (8.57T.) (0.07 ) (3.56) (2.17%) (2.93.) 1I14) (0.77 ) (1.75 ) (2.02) 
 (1.80 (0.85 (2.10) (2.761)
 

All ,723.3 007. 7,09.8 5,730.9 4144.9 ,06.6 5,655.4 5,213.5 3,619.3 7,075.6 6,762.9 8,206.0 13,171.2 18,220.0 35,578.9 14,784.2 15,452.P

Source ( (100T) (00 00 (100.) (100) (100) (100.) ((10n) OM (100) (100.) (10?) (1001) (100)1
NT (100) 

lote: Aids from World IHealth Organizatirn are not included. 

Source Base-year data and background Information for planning, flOPii, February 1985. 

* Other countries Include third countries and ASEAIN 

http:0.54T)(38.4F


fable 2.15 

Contributions to and Compensation From
Workmen's Compensation Fund (WCF)

(1983 Prices) 

Contribution and Compensation 1978 1979 1980 1981 1982 1983 

Employer's Contribution toWCF (million Baht) 

No. of Employers whoContribute to 1WCF 

No. of Covered Employees in WCF 

No. of Covered Provinces 

No. of Employees Injured 

Compensdtion from VICF(million Baht) 

- Medical Expenses 

- Compensation to Employees 
and Funeral Expenses 

145.50 

5,403 

590,640 

17 

20,135 

99.72 

n/a 

n/a 

173.21 

6,101 

659,041 

22 

24,366 

113.67 

n/a 

.,/ 

181.80 

7,337 

745,513 

25 

26,034 

117.42 

33.34 

84.08 

205.72 

5,465 

797,270 

30 

28,374 

163.17 

39.12 

124.05 

211.06 

9,286 

824,565 

33 

29,974 

156.86 

41.17 

115.69 

224.06 

10,047 

873,059 

33 

34,252 

205.44 

46.66 

158.78 

Source: The Wormnen's Compensation Fund, Department of Labor, Ministry of Interior. 



Summa ry: 

Twc-thirds of health care expenditure are by households or, in small 
Dart, other private sources. Households generally finance these 

payments represent a minisculeexenditures directly. third party 
portion of Thai health care finance. 

tiost non-private health care finance is by the Ministry of Public Health 
wnicn finances one-fifth oftozal health care expenditures. An 
increasing proportion of Ministry of Public Health finance goes to rural 
areas, poor urban areas, and primary health care.
 

The remaining i3 Dercent of health care expenditures, that of non-MOPH 
goes largelycovernment aoencies, is focused primarily in Banakok, and 

for training of health personnel, and to university hospitals. Most of 
health servicestne remainoer goes to the Ministry of interior for public 

in Banokok. 

from this survey of health care revenueTne main conclusions to be drawn 
sources are: 

- The Ministry of Public Health is effectively distributinc its 
resources wnere they are neeaed most: outsioe Bangkok and to the 

rural population. 

- The Ministry of Public Health has been successful in increasingly 
care.directing its resources toward the support of primary nealth 

- Tne Ministry of Public Heath budget, and public expenditures in 

general, represent a steady or slightly declining portion of health 
care finance in recent years.
 

- Most health care expenditures are by households. 

- It is by influencing household cxpenditures that MOPH policy and 
resources can be most effective in enhancing the efficacy and equity
 

of health care in Tnailand.
 



CHAPTER 3
 

COST RECOVERY IN MOPH HOSPITALS AND GOVERNMENT HEALTH CENTERS 

1. Introduction 

Public expenditures, as presented in Chapter 2, do not account for
all the revenue necessary to operate government.-hospitals 
or healt
centers. A significant portion comes from fees for services, and fromcharges for pharmaceuticals and other medical supplies... This chapter is
about these sources of revenue, and the extent to whicn they defray

operating costs,
 

2. MOPH Hospitals 

Two striking features of MOPH hospitals accounts are that cost
recovery from patients as a percentage of combined capital and recurrentcosts appears to 
be declining; and that charges for pharmaceuticals are
by far the largest source of cost recovery from patients. These
observations, coupled with increasing demand for services and increasing
availability-of alternative-sources 
of-pharmaceuticals, suagest 
.... 
 .
increasing reliance 
on government subsidy. 
 Yet if MOPH buogets followthe trends of recent years, that of little or no 
increase as a Dercentaoe
of total health expenditures and of a rather constant portion of totalgovernment expenditures, larger subsidies to acute care facilities will
begin to compete for the share of MOPH 
 funds that has in recent yearsgone increasingly to primary health care. (See Chapter 2.) 
In 1979 district hospitals' cost recovery ranged from 40 to 50percent. By 1983, district hospitals' cost recovery had dropped to 22percentI/. Regional and provincial hospitals in 1983 respectively
recovered 42 and 37 percent of costs by charging patients. (See
Table 3.1. ) The BMA hospitals' cost recovery is on the order of 11 to 12percent, suggesting that BMA is highly subsidized compared to other
 

government hospitals.
 

I/ MOPH doctors who have worked in district hospitals-suggest thatdecreased cost recovery-might be an indicator of higher quality of care, and less reliance on pharmaceuticals.
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TL:)Ie 3.1 

COST RECOVERY DY MOPH HOSPITALS (19C3) 

Percent Cost Recovery
 

50 

42%
 

40
 
37%
 

35%
 

30 

22% 

20 

10 

Hospital 

BBK BBK Regional Provincial District 
General Mental 

Note: In 1979, district hospitals' cost recovery ranged from 40 to 52 Dercent, 
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in 1983 regional, provincial and district hospitals, especially those
in the Central an Northeast Regions, relied heavily
pharmaceuticals for cost recovery from patients.!! 
on sales of
 

Most hospitals tool: (See Table 3.2.)
in over 80 percent of the 
revenues from patients in
the form of drug fees; 
many over 90 percent; some 
only charged patients
for arugs, nothing else.
 

Two studies 
of health 
care cost were conducted several years ago.
(See Table 3.3.) One 
 study found district hospital costs to be 286 to
302 Baht2/ per district hospital in-patient day in the years 1979 and
1980; 
the second study estimated 355 Baht
out-patient combined. 
in 1979 for in-patient and
Provincial hospital 
costs were generally a bit
higher depending on 
type of care; the second study estimated 404 Baht per
patient aay for in-patient and out-patient combined.
attributed to This is easily
differences 
in case mix: 
non-obstetrical/gynocological
surgical cases cost 1.6 to 
1.8 times 
as much as obstetrical/gynocological
and non-surgical 
cases 
per day, and provincial hospitals can
to treat more complicated surgical patients. 

be expected
 
This is reflected in the
much higher cost per patient in provincial hospitals reported by the
second stuay: 92 Baht for district hospitals compared to 323 Baht for
provincial hospitals, 
 in other words, provincial hospital patients
probably tend to be more seriously ill than district hospital -patientsand they tend stayto in the hospital longer.-

While unit costs rose slightly faster than medical
from 1979 to care prices did
1980, costs may not continue to
study, on which rise this fast. The Mahidolthe second part of Table 3.3 is based, broke costs down
into building, equipment and current costs for selected hospitals.
hospital showed building costs One
 as 
about 40 percent of its total
another district hospital cost;showed over half ofbuilding costs.3 ! 
its total costs to be(These high capital costs areby the study "Costs of Rural 

further substantiated

Health Facilities in Thailand", Table 3.1.)
As the required number of hospitals is completed, building costs bemight 

I/ The sample of hospitals-on which cost recovery. informationbased represented 
this issome 
types of hospitals in some-regions more
heavily than others.-
 Number of hospitals is given in the columns
labelled "N" in Table 3.2.....
 

2/ All Baht amounts 
discussed here are converted-to a-1983 price level.
The combined 1979 and 1980 flig uxes. 
-probably slightly lower than
they should be because a 1980 adjustment factor was 
applied. 
3/ Ronyoot Chitradon and Kusol Soonthorndhada, "A Study 
on
Cost-Effectiveness of Family Planning Programme in 20 AFPH
Provinces", ISPR Report No. 79, p. 39. 



Table 3.2 

Type of 
hospital 

Rfegionat 

Prvincja 

Central
averagldru, _fee 

per patiert t total1 

155 302(92) 

95 103 
(85) 

avera---- illee--

per patient total 

3630 

l 121 

HOPII HOSPITALS AVERAGE PEVFI:IIJ FrOll rATITIIT F.F.S (1983) 

Aionlortheaster: Region . . . .lorhern-P-1on. a averae all ies -g _ge~~~~ al esa aedu oAvergelgI? a'' 
- pq aient total. pr paient ttalt per patient 

__ ____ p _ _ 

2 159: 310 159 310 1 79(100) 

4 58 75 76 In 3 nIj,
(76) -

Tvtal 1itit: 
pr pationt utit: 

__ra ---­ l- es 
a 

total per patI!n t t-ta4 

_____r 

211 126 3 3 2(n1 

rjc, 10. 03( ) 

I?3 1.(00 P-a 
Inio tl.,t 

, r" 
avrane dru fecer9cfo 
f'f _ ,,E EIE.i1 F [ 

ll;;i ri 

71, 77 n,3~ 

111 
(11) 

iii 

-

tl 

District 
(60 b.ds) 

District 

(30 beds) 

105 

57 

29 

(95) 

19 
(72) 

110 

82 

31 

26 

3 

4 

51 

50 

27 

(4) 

10 
(6) 

61 

59 

32 

21 

2 

7 

r 

no 

39 

(qn) 

17 
(,2) 

7r 

35 

43 

10 

1 

6 in 7| rn | 

flltrict 
(10 bedn) 

33 7 
(95) 

35 7 7 39 7 
(92) 

41 7 8 3G 93 
(q3)' 

30 9 7 13 4 
(0) 

10 

"Flqure 

SOURCEt 

In parontho-oq is total 

Cost of u,1ral Ilalth 

nn-

Fa-:ll 

frotm 

tl-

rltiqq an a pniil,-

In Thai land. 

or tntal rn:nivie fronm ratnt fone. 
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Table 3.3a 

Estimated MOPH Capital and Recurrent Unit Costs, 1979-80 

Unit 1983 Daht 

ZThpe of a.....-- of Care DutDatient inzatient- =-e 

Costs per Costs per
 

__Patient Day
 

Health Center all 	 37 -

District Hospital
 
(10 bed) all 68 286
 

District Hospital 
(30 be ) all 101 302 

District Hospital 
(60 bedi all 80 302 

Provincial Hospitaj all outpatient 101 

internal 272 

____________ pediatric 307 

surgery 497 

I-- i- - I 310 

SOURCE: MOPH/WHO Cost Study, 1980 

Table 3.3b
 

Hospital Cost Estimates, 1979.
 

(1983 Baht)
 

Hospital Per Patient Per Patient Day
 

District Hospital 92 355
 

Provincial Hospital 323 
 404
 

Source: 	 Mahidol University, IPSR
 
Report No. 79, July 1983, Table 3-9, p. 54
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expected to decline as a portion of MOPH hospital budgets. On the other 
nanc, political momentM may be such that construction continues at tile 
same rate even though there is unoer-utilized in-patient hospital
 
facilities. The Mahidol study suggests this is the case.l/ Anecdotal
 
evidence indicates that out-patient facilities are not unoer-utilized:
 
MOPH officials report an average waiting time for treatment of two to
four hours, and patients consioer the "Green Channel' to be an attractive
 

feature of health cares. (See Chapter-6.-) One aspect of. continued
 
construction that must be taken into account i.s building of housing for
 
staff, which may be necessary indepently of utilization issues.
 

Table 2.3 in Chapter 2 depicts total appropriations of MOPH since
 
1979, and shows the proportions going to operations and capital costs.
 
Capital costs have generally been a decreasing percentage of total
 
appropriations over the years, peaking absolitely in1977. After
 
oecreasinc by about 10 percent nominally through 1977 and 1978 to just
 
unoer a billion Baht (current,values), capital costs have held rather
 
steady in nominal terms, occupying a aecreasing portion of total MOPH
 
appropriations.
 

A 1983 study estimates capitai costs in district hospitals to be in
 
range of 12 to 23 percent of total operating costs, averaging about 18
 
percent./ (Health center proportions are similar, ranging from 11 to
 
28 percent, averaging about 17 percent.)
 

in addition to a slow-oown in the building of new hospitals, an
 
opportunity for capital cost control lies in the thoughtful acquisition,
 
distribution and use of new technologies in health care. Just as new
 
building is done after consiceration of where it is most needed, so
 
should major equipment acquisition be deliberate. There is evidence of
 
an abundance of CAT scanners in the Bangkok area, some at public 
hospitals. These machines are expensive, and it is possible that those 
owned by private institutions might have met the needs of all-Bangkok, 
were there coordination among-hospitals. It .isalso possible that there 
are more cost-effective uses of publ.ic ofunds than- ur chase__of newer 
technology equipment for Bangkok.: These considerations- are­
complicated--not only must short-term curative and- preventative health 
care issues be taken into account, but. the education of.medical personnel' 
in modern methods of care, which may require such-equipment, is an 
important longer-term issue. The use and finance-of private equipment 
may call for governmentintervention aside from that of-coordinating 
resources. Consumers, willing to pay heavily for health, may be 
incapable of making an inforined-choice when-a provider recommends an 
expensive procedure. These issues call for further research and planning 
beyond the scope of this study. 

I/ Ibid, p. 53.
 

2/ Ibid, p. 43 and 4.6-7.
 



3. Costs of Rural health Center. 
Table 3.4 shows health center costs(adjusted to 

per visit to be 37 Baht in 19791983 Baht), slightly over half the cost per visit to
ter-bed district hospital. a
This difference may reflect
caseload: the average patient a difference inat a district hospitalill is likely tothan at a health center. be moreThe unit costs reported in Table 3.4 allow
comparison of costs of similar services in different settinas of care.
Of the various unit costs 
reported, the vaccination costs probably ;provice theservice fairest coprsn!ars--tpsois discrete, fclteroutine and..varies little inthat thiscontrast, in intensity of care.postnatal*-visits-.are: less :valid. for this comparison. 
In 

who anticipate a Mothersroutine chec"-up_..are--more..l-ikelycenters than toare those who anticipate a 
turn to health

Thus, the average need for more complicatedcase in a hospital is care.likely to be more complicated. 
For thesereasons, the 50 percent-savings in going to health center
for vaccinations instead of tocost-savings available 

a hospital is probably representative ofwhen- a health-center is able to meetmedical needs a patient'sas well as a hospital could.... 
Well-baby clinic visits are 
another example of routine, and discrete,
health care, and health..centers are able 
to provide
cost of hospital care. it at one-fifth the


be 50 to 
These two types of care indicate that there may
80 percent potential savings whenhospitals to care can be shifted fromhealth centers. (Travel 
costs for patients are much lower
as well; see Chapter 4.) 

It is surprising that district hospital family planning costs, 26
Baht per visit, are almost half of the health and maternal center costs:
this is the only type of care found by thehospital WHO study to costthan at a health center, less at a
expectations. and this runs contraryIt is possible that this to 
example, possibly is an artifact of the data, forsome post-natal visits to health centerscoU'nted atmong the are beingfamily planning visits.
 

It is noteworthy 
 that-the antenatal cost figures for-health centers -
and ten-bed district hospitals, 48 Baht and 55 Baht respectively,
similar. This may be are.so
an

perceived 

indication that-maternal health centers are notas -nferi-orto hosp-itals.for antenatalphenomenon of hospitals-treating care, so th.,t the-a-.
 shareoother types
of complicated cases-does"_nrot-_ap-p] -he-re._. 
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Table 3.4
 

1979 Unit Costs of Rural Health Fa=ilities 

health 
.-enters, 

tv-e o: maternal- disric srict 
care Un it Care nostta nositia! 

Ifai;ities 1!0 be-s) (30 be~ds) 

Curative oer ,viEit 6E 101 

=are per zaz-,en.t 
6av - 286 302 

?reventatvel 	per person
 
vac=inazea 6 12 14 


are 	 I 
rer family 
planning 48 26 40 

visit 

per case 
Der schol 16 18 26 
health visit 

per environ­
mental htalth 25 867 29-7 

field visit
 

Der home
 
visit 42 552 143 


Health Der ante-
Promotion natal-vsit- 4- - -48 . 55 220 

per post-­
natal visit 37 296 -- 287 

per nutrition.
 
visit 61 264 153 


Der well
 
56
baby clinic 11 56 


visit
 

5ource: W.H.O.
 

I OC_ 

dstriz
 
hcspita!
 
1(60 beds)
 

S0
 

302
 

26
 

37
 

49
 

710
 

801.
 

il!l
 

397
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One study reported that of twelve healthcenters (all in !1hon centers and midwiferyKaen, which had the highest number1,000 population necessary of patients percare in the Northeast1978), local income in the year of study,ranged between 500 and 6,000 Baht a year, with 25 
to
80 percent coming from donations.!/ Locally, income per center was
 
2 ,500 Baht per month, on average, and on average 70 percent came
donations and 30 percent came from
from drug sales.
health centers The overall income of the
was on 
average 80 percent government, 14 percent donations
and 6 percent drug sales. 
 The 
income from drugs.and donations wenT
mainly for minor construction, maintenance and electricity.
 

Summary: 

The primary conclusion to be drawn fromcost recovery aata that 
this brief survey of cost andare available is that there is
sort of data. a shortage of this
Since cost information iscritical 
for control of larae
financial systems, it is important that further studies of costs and
patient fees be done in the 
near future.
 

From the available dita, it is clear thatcomes cost recoverymainly from pharmaceuticals, at MOPH hospitals 
of total costs is declining. 

and that cost recovery as a percentageThis may be attributablequality without concurrent increases in fees, and 
to improvements in 

of drug funds--low cost 
in part to the successalternative sources of pharmaceuticals.
 

Although MOPH hospitals show a zero balance at the end of each year,
doctors who have worked in these hospitals report that thisthat operating costs does not meanhave been covered by the previous year's subsidy,
donations, and patient fees. 
 Rather they report that part of the next
year's subsidy goes to meet the previous year's cost, so that each year
less of the subsidy is left 
to cover the coming year's costs. 
This situation is only going to 
get worse with increases in demand for
health care. 
 Two recommendations are warranted: 

The MOPH and other public sector hospitals should endeavor to
recover full 
cots from all 
patients who
Currently, can afford to pay.all patients at MOPH and other government hospitalsreceive subsidized care.
 

Better data should be gathered about how much it costs to
provide care, so that pricing of services in pursuit of the
first recommendation is possible. ... 

I/ Anne Mills, "Health Services for Low Income Groups: Access to FreeMedical Care", .op. ct. 



, recommendation has been maae by Anne Millsl/ that health center care 
snould be free. Sne arques that this would remove accounting problems
 
and stanaardize financial oractices across the Kinadom, anG that it would 
encourage greater utilization by the poor. Her recommenoation is 
tentative, largely because of Door data on nealth center costs. But it 
is probably worth trying on a limited scale to see what would happen to 
aemand for healtL center care if it were free. Her point that much of 
tne care at nealth cenTer is already free is well taken. itcould easily 
turn out that the average cost per patient if care were free would be 
less than the 37 Baht that is the best current cost estimate available. 
Since 80 percent or more of that comes from the Government, and 14
 
percent from aonations, there would be little increase in required 
subsidy.
 

I/ Anne 14ills, op. cit 



CHAPTER 4
 

CONSUMER BEHAVIOR
 
WHO GETS SICK, WHERE THEY SEEK CARE, AND HOW' MUCH THEY PAY FOR IT
 

Introaucti on 

We have examined the aggregate budgets, both public and private, for 
health care in Thailand. We have looked at what types of facilities 
exist and wnat they cost. We have found that funding for these 
facilities comes in large part from the- pockets of consumers. In this 
chapter we focus on the likelihood of consumers' seeking care when they
 
are sick, what type of facility they are likely to choose and how much 
they spend.
 

We are particularly concerned wi-th- the extent towhi-ch jncome level 
influences these choices, with the portion of family income that is spent
 
on health care, and with total monthly expenditures-on health care.
 
These factors are important- in determining-appropriate health care 
finance-policy in several ways. An obvious consideration is equity: that
 

-very poor families pay a high percentage-of--their income- for health care 
--is- problem the government is attempting to solve. Also of concern is 
the future aemand for health care services: if demand is increasing,

will there be enough facilities to meet the needs of all who seek care?
 
Another important policy problem is how-to-price public health care
 
services in order to channel demand efficiently and equitably.
 

In essence, our f-indings are that income has an influence on where
 
households seek care; that there is 
a trend away from self-treatment with
 
drugs purchased at drug stores, and a to seek caretrend at private
rather than public facilities; and that )ousehold health expenditures are 
increasing rapidly -- in recent years more rapidly than income.
 

The sources of data for this Chapter7-are--the-Community-Household
 
Survey (CHS) by the MOPH and the 
Institute for Population and Social
 
Research of Mahidol University, and theSocio-Economic Survey by the
 
National Statistics Office (NSO). The CHS studies contain information on 
illness, utilization of health services, health expenditures and 
household income of a sample of 3,000 households in-20provinces -in 1979 
and again in 1981. The data -- with weightings--- are representatives of 
the urban and rural population of these provinces. Disaggregations by
regions and by rural and urban population are possible but are limited by
small cell sizes. Two other problems limit the comparability of the CHS
 
surveys. 
 First, the 1979 survey asked about illness of all household
 
members; the !981 
survey asked only about illness of wife and husband.
 
Second, health expenditures at public hospitals, private clinics and
 



private hospitals were recorded in radically different ranges in 1979 
compared to 1981. Tne 1*79 cata undersTate these expenditures to the 
point of beina unusable; the 1981 data may overstate t-hese expenditures 
slightly but are reliable ano usable. 

The NSO surveys contain information on Total household expenditures 
and expenditures--fo-r--rs5-,atd-medicalcare by a sample of 12,000 
households in oRe month in:-1975--76.and-1981-82. -The data are 
repesentatives of the rural and urban population in all regions of the 
Kingdom, includina (unlike the CHS surveys) Bangkok. 

The VSO surveys are particularly useful for following consumption 
over time because, unlike the CHS, both 1975-76 and 1981-82 expenditures 
statistics are collected for the entire household, and the health 
expenditure data are completely comparable. 

2. Reoortinc Illness, Seekinc Care, Choice of Facilit:Y and Household 
Income
 

in 1979, 76 percent of the urban families in the CHS sample and 81 
percent of rural families reported that at least one household member had 
been ill in the last month. Of those reporting illness, 94 percent of 
the urban households, and 93 percent of the rural had some contacts with 
the health care system, if only a drug store, in the last month. In 
1981, 45 percent of household heads and their spouses reported illness 
within the last month. Of these reporting illness, 9E percent of urban 
households and 94 percent of rural households sougiht care. Previous 
studies suggest that parents are more likely to seek care for their 
children than for themselves, especially where women tend to control 
family finances, as is the case in Thailand. Thus the number of 
households seeking care when a member is ill is understated by the 
exclusion of chil dren._fro.m theJ 981.- CHS _stati.sti.cs.... 

The income levels of all the households reporting illness, and those 
making contact with the heal-th care-system-are similar. While low income 
does not seem to prevent very many people from seeking care, those in 
rural areas who reported illness in 1981 but-did not.seek care had lower 
average incomes .than-.those -who-.reported- 11 ness--i!nd-di d--seek ca re. In 
rural areas of the Northeast, over 8 percent- of household heads or their 
spouses reported il lness-bui.- did -not- seek- care-in -1981, and these 
households' average income was 52 percent below that of their 
counterparts who did seek care. Overall, rural households reporting
 
illness in 1981 but not seeking care had average income 48 percent below 
those who reported illness and sought care. (See Tables 4.1 and 4.2.)
 
Income does have great influence on the type of facility at which care is 
sought, and income is positively related to the amount spent on care, 
both cross-sectionally and over time. 

http:stati.sti.cs


Table 4.1 
1979 AVerage Annual Income of flousehoids Reporting Illness 

by Category of Use of Health Care Services
 

Units:,
 
Sum: Eaht 100 (1983)M~ean : Baht 

Used rug ']Tsed Public Ised PrivateStore Facilities 
 Facilities 
 11o Contact Contact 
 All Sick
 

Reg i owtIean ean- Fe-an eaneanIncome n Income n Income -- -I -leann Income n Income n Income nen-traT Urban 457 -40- __---2- M 49-7g--- _,19-4---4 ---- -4-66 
Rural 
 275 162 348 144 300 305
All 138
311 203 369 177 357 27 305 337 305 364

All-weighted 283 214 

188 311 31 341 434 339 465
352 189 
 314 186 313 34 313 447 313 481
 
North 33183rban -4O3I4 434 I5500

Rural 6 4U -- 1 1-T4 197266 342 269 
 175 278 209 269
All 280 429 298 220 
18 269 563 269 581
330 313
All-weighted 296 450 276 231 

334 24 302 755 303 779292 287 
 309 24 277 753 278 777
 
South UW-an 4_1T 26 4 9 1 485Rural 246 

29 - 0 -462- 57 - 62 551 242 
 67 290 57 481 5 267 148 274
All 153
302 77 278 81 356 86 
 489 5
All-weighted 261 7b 250 87 
321 205 325 210307 79 458 7 281 199 287 206 

Notheas ItUrba -n -- 1 --41 64 7-180 ----- 1----- 5-1-94--743- 4Rural 175 350 172 312 172 141 237 54 165 596All 206 431 214 366 
171 650

312 259 271 64All-weighted 182 231 790 234 854458 182 406 216 206 244 70 182 794 1,87 864
 

Wol1e Urban 366 234 -T29] - 3 " 32 20Rural 231, 905 239 698 
- - - 42 558257 545 104
All 259 1140 274 272 238 1644 240 1748
854 333 846
All-weighted 283 1192 247 914 

305 124 286 2184 287 2308278 758 85 135 250 2194 252 2329 

Source: Conmilunity Household Survey, MOPII and Mahldol University, 1979. 



lable 4.2 

1981.Average Annual Ircome of Households Reportti..g Illness 
by Category of Use of Health Care Services 

1.1r1i ts 
Sum: Baht 100 (1983)
Mean: Baht 

Used Drug U-se-Yd c1 -e--d PrIi 
Store Facilities Facilities Nio Contact 

-ate

Contact All Sick 
Region 

Mean i
.Income n 

n Mean 
I icome n Income n1 

1earn 
Income ii income 

e-
m1 Income i 

Central Urban ;611: 22i 
Rural :530 93. 
All 1546 j1l5! 
All-wei ihted 534 ,123', 

735 
487 
499 
495 

13 
71 
84 
93 

861 
508 
568 
521 

11 
54 
65 
71 

339 
307 
271 
317 

2 
6 
8 
8 

672 
494 
523 
501 

35 
181 
216 
237 

654 
488 
514 
495 

37 
187 
224 
245 

North Urban 459 144 398 32 5, 38 604 6 496102 502108 
Rural 287 1149; 294 111 349 82 261 23 331 301 326 324 
All 326 '1931 
All-weighted ,296 'i199. 

Soti tE 1JF F7,4 ;South Urban I ,9-0_ ;7 " 

317 143 
300 148 

VA9 

409 120 
366 113 
697..... 7 

328 
283 
634-

29 
30 

T- -

373 
341 

2692-

403 
406 
l_ 

370 
337 
3-6--

432 
436 
I-­i 

Rural 451 
All 460 
All-weighted 457 

25 
32 
33 

277 
288 
282 

36 
40 
46 

257 
380 
295 

18 
25 
24 

549 
604 
624 

2 
5 
3 

311 
363 
324 

66 
81 
87 

318 
377 
33a 

68 
86 
90 

Uortheast Urban 
Rural 

' 5644 
130 227 132 

3F43 
183 

521 
192 

63 
84 

695 
66 

4 
37 

T1 
138 

19 
106 

P6---l2T 
132 443 

All 213 281 197 215 333 147 120 41 230 525 222 566 
All-weighted 150 300 147 239 235 122 230 16 160 543 1 2 559 

WflM 1 Y5eUrban 530 127 0 i1 56W-2!l- -­ 4-71 -7 
Rural 269 
All 322 
All-weighted 282 

494 
621 
656 

253 
293 
262 

401 
482 
527 

323 
405 
345 

238 
357 
330 

173 
228 
186 

68 
83 
90 

278 954 
338 1225 
292 1273 

271 1022 
331 1308 
285 1363 

Source: Community Household Survey, MOPII and Mahidol University, 1981. 



The 1981 survey is not directly comparable to the 1979 survey in
terms of the decision to seek care because the 1981 
 survey asked onlyabout the health care of the husband and wife, yet some inferences can bedrawn. In fact, tie difference offers insight into the difference

between care-seeking behavior by parents 
for 	themselves and for their

chilaren. Income seems 
not 	to have been constraint in the earlier survey
where illness of children was recorded, with the average income of those
reporting illness but not seeking 
care equal to or higher than the income
 
of those who sought care. (See Tables 4.1 
and 	4.2.)-


While low income may-not prevent-a household from seeking health 
care, it can be a determinant of where care -issought. 
 To analyze this,
the 	 CHS data were grouped in three categories: drug stores, public
facilities and private facilities.
 

Traditional healers, monks and tambol doctors were grouped withprivate care, and family planning volunteers and military facilities withpublic facilities. 
 While n3t very many people in urban areas availed
 
themselves of such services in 1979, they make a noteworthy contribution
 
to the total in rural areas. 

Overall in 1979, 44.2 percent of the households sampled bought drugsfor self-treatment, 28 percent used public facilities and 27.8 percent

used private facilities. Of these 
 using private facilities, three
Quarters used private clinics and private hospitals and the remainder 
traditional and other practitioners.-!/
 

Overall 
the average income of households seeking care at public
facilities was 11 percent below that of households seeking care at
private facilities in 1979 and 24 percent below in 1981. 
 Regionally in
1981, the difference was greatest in the Northeast where households using
public facilities had an average income 37.percent below that of

households using private facilitieF. 

In the Southern Region-and in-urban areas-in the North, drug store patrons had strikingly higher average-incomes-i-n-1981 -than-did patrons of
public and private facilities.- T-his did not-hold-in 1979 in the NorthernRegion, and held to a much smaller extent in the Southern Region. These are unlikely to be changes=over. time,:rather they are-likely to-be
artifacts ­

of the difference in-the survey questionnaires... Employedadults are probably less likely to take-time of-f-to go to a health center 
or hospital for themselves-than they--a-re -for-thei-r chi-ldren.--Unemployed
and 	 parents deciding wherelto seek care for children are probably less 
constrained by income foregone.
 

I/ 	Health Planning Division, MOPH, Community Household Survey on
Environmental Health Conditions, Perceived SicKness ano Utilization 
of Health Service Resources, (Bangkok," 1982) p.21. 
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kural preferences particularly can be expected to bear some
 
relationships to the distances travelled: travel costs are more
 
buraensom iU seekino care in rural areas than in cities. Accordinc to
 
one 	survey_/, travel costs to aet to druc stores averace 4 Baht; a high
 
percentage of people wall, there. The averaae cost of getting to public
 
rural nealth centers is 12 to 14 Baht; tc oublic hospitals, 20 to 
44 Baht; and to private clinics and hospitals, 40 to 88 Baht. In
 
contrast, in Banckok it costs an average 11 Baht to aet to covernment
 
hospitals; in other.urban. areas only b Baht.--These-costs Qet multiplied 
when the ill household memoer is accompanied-by a family member or friend. 

3. 	Health Expenditures of Households Reoorting Illness
 

In 1981, the average monthly household health care expenditures among 
all housenoids reDortinc illness in the CHS survey was 412 Bahi./ 
(See Table 4.3. ) Five percent of monthly health care expenditures were 
for drucs at drug stores., 41 Percent for care at public facilities, and 
55 percent for care at Private facilities.3/ (The figures for public 
and private facilities include orugs and other supplies purchased from 
these facilities. The' do not take into account differences in unit 
costs between facility Types -- a greater amount spent at one type of 
facility could represent few visits. The expenditure amounts are merely 
in term. of Baht spent.) 

The distribution of expenditures by Type of facility varies greatly
 
by region. In 1981, expenditures at drug stores accounted for five,
 
four, three and seven percent of household health care expenditures in
 
the Central, Northern, Southern and Northeastern Regions respectively. 
Expenditures at public facilities ranae from 136 Bahi in the North to 292 
in the South. Discrepancies this laroe cannot be explained by the free
 
card program; this does not seem to be a case of the sick in the Northern 
kegion turning To public facilities when they are sick, but not having to 
pay for the care. Government expenditures for free care are too small 
and 	do nut vary sufficiently by region to account for this much variation 

in household expenditure. Seventy percent of household health care
 
expenditures in the-Northern-Region-oo to private facilities: the
 
number of missionary hospitals- in the North may explain some of this
 
distribution.
 

I/ 	Deemar, Contraceptive Usage Survey, October, 1984.
 

2/ 	All Baht figures in this chapter, both for expenditures and for
 
income, have been adjusted to 1983 price levels unless explicitly
 
noted otherwise.
 

3/ 	Percentages do not sum to 100 because of round up.
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Table 4.3
 

1981 Monthly Expenditure Health Care by All Households
 
Reporting Illness 

Units: 
Sum: Baht 100 (1983) 
Mean: Baht 

Region 
Drug 
Stores 

Public 
Facilitie's 

Private 
Facilities 

Total 

Sum Mean Sum.- Mean Sum Mean Sum Mean 'K 
Central Urban 

Rural 
All 
All-weighted 

48 
53 
62 

1 
26 
24 
25 

60 
363 
428 
475 

178 
194 
191 
194 

33 
.530 
563 
677 

89 
283 
251 
276 

-103 
941 

1044 
1214 

279 
503 
466 
495 

3­
187 
224 
245 

North Ur-an 
Rural 
All 
All-weighted. 

20 
75 
95 

100 

23 
22 

.- 23 

-_442 410 
381 118 
824 191 
.592 ___36 

374 
1200 
1574 

- 1609 

346 
370 
364 

. .369 

836 
1656 
2492 
2302 

774 
511 
577 
528 

-06 
324 
432 
436 

South UrDan 
Rural 
AllAll-weighted 

3 
10 
1313 

17' 
15 
1515 

50 
198 
248263 

27i 
291 
288292 

82-
177
258244 

453 
260
301271 

134. 747 
385 567
520 604520 578 

.. 
68
8690 

Nortneast Uroan 
Rural 
All 
All-weighted 

22 
82 

104 
109 

1 
18 
18 
18 

22 
719 
942 
964 

8-7 
162 
166 
163 

39-
381 
715 
581 

323 
72 

126 
98 

641 
1120 
1761 
1576 

521 
253 
311 
267 

121 
443 
566 
590 

Whole 
Kingdom.. 

Urban 
Rural.. . 

All -
All-weighted 

49 
215 
265 
284-. 

1 
21 

_20 
21 

/ 273 
1661 163 
2442 .187 
2294 .. _168 

. 

886 
2288 
3110 
3112 

10 
224 
238 
228 

/14 99 
4102-.401 
5817 445 
5611 412 

286 
1022_ 
1308 
1362 
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The Northeastern Reaion shows the most strikinc difference between 
urban and rural expenditures: urban households spent more than twice 
as 
much on health care as did rural households. The spendinc at drug stores 
was about the same in rural as in urban areas, 18 Baht Per month, and 
spending at public facilities was only sliahtly higher in urban
 
households than in rural households, 181 Baht compared to 162 Bahl per
 
month. Ninety-four percent of the difference between urDan and rural
 
average health care expenditures in the Northeast is atriDuzable to 
higher urban spending at private facilities. Urban housenoias in the
 
Northeast spent 4 1/2 times the-rural household expenditure at private
 
facilities, and they spend--only- twe-thfrds tne-urban--average.-at public
 
facilities. Overall, the Northeast had the lowest averaae-exoenditures
 
of households reporting illness -- 267 Baht per month, less than half of
 
the expenditures in the South and slightly more than half of expenditures
 
in the 'orh.
 

For families reporting illness in 1981, health expenditures were a
 
high proportion of average monthly income -- 13 percent in urban 
areas
 
and 18 percent in rural areas.
 

In the rural Northeast, households reporting illness spent 23 percent
of average monthly income a statistic thaon -health care ---. reveals why
 
income is a barrier to seekino health care-in that region. The
 
proportions of averace monthly income spent for health care Dy housenoids 
who reported illness anG nad contact with health services are snown in 
Table 4.4. These prop-o-tions are high particularly bearing in mind that 
they do not include expenditures for children who may have been ill in
 
the same month. The numbers tend to confirm numerous anecdotes of
 
families selling land or going heavily into debt to pay for health 
care.
 

4. Average Household Health ExDendiftures
 

Table 4.5 shows average monthly expenditures of households for drugs, 
medical care and total health services per month and total monthly 
expenditures from the NSO survey in 1981-82. Total monthly expenditures
correlate with monthly income but are reportedly more reliable than the 
income data gathered in the survey. Thus, total-expenditures can be used 
to talk about affordability-and income responsiveness of health care in 
much the way income was used for the CHS. ­



Table 4.4 

Average Monthly Health Care Expefiditure as Percentagie of ilonthlyIncome by Households Reporting Contact with Health Care System 

Percent Income 
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Table 4.5
 
Average Monthly Household Health Care Expenditures, 1981-82
 

Unit: Baht 1983 
7 Drug Meai ca oot I ozal 

Reoion Stores Services 1 Expenditures 

tiunicipal areas 	 1 14( t519)
 
Central Region 	 Sanitary districts 45 116 161 (3973) 

Villaaes 45 84 129 (3526) 
Total (whole recion) 44 92 136 

Municipal. areas 	 27 -116 143 
Northern Region 	 Sanitary districts 30 78 108 (3188)
 

Villaoes 30 57 87 (2512)
 
Total (whole reaion) 30 64 94
 

Municipal areas 31 85 116 -- 1 -7-) 
hortheastern Sanitary districts 33 114 77 (3467) 
Recion Villages 36 59 95 (2364) 

Total (whole region) 35 50 94
 

Municipai areas 32 	 162 (5168-.
 
-
Southern Region 	 Sanitary districts 43 63 106 (3-96)
 

Viliages 36 51 87 (3032)
 
Total (whole -recion) 36 62 98
 

Tne Greater Bangkok Metropolitan Area 39 131 170 (5737)
 
- City core 34 169 203 (6612)
 
- Suburbs 37 97 134 (5627)
 
- Fringe 49 87 136 (4160)
 

Wnoie Kinooom - 36 71 113 .3374)
 
Municipal areas * 32 111 143 (5i58)
 
Sanitary districts * 37 80 117 (3560)
 
Villages * 36 63 99 (2737)
 

* The Greater 	Bangkok Metropolitan Area refers to Banakok Metrooolitan, honthaburi 

Province, Pathumthani Province and Samutprakarn Province and the area is classifidinto
 
city core, suburbs and fringe area based on the density of people in thisarea.
 

Whole- Kinadom is separated--into-municipal .areas,:.sanitary districts and. viI]aesa
 
whole, except for the area within theGreater Bangkok..Metropolitan Area;
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Overall, drug consumption varies regionally from 30 Baht per month inthe Northern Region, to 44 Baht per month in Centralthe Region. In bothregions, pharmaceutical represent 32 percent of health care expenditures,Lnd the same percentage applies to the Kingdom as a wiole. 

The comparable percentage, from the 1981 CHS were five, four, andfive percent for the Central and Northern Regions and the Kingdomrespectively. These differences are large enough that it is unlikelythat they are explained by sampling error.- (-If they were based onsampling error, it is the CHS, much more than the NSO survey, that would-be-suspect.- The NSO sample sr-:more-'rando n l y - drawn. and represents almostfourfold the households surveyed for the CHS.) 
 Rather, the differences
 are 
likely explained by the fact- chat the CHS percentages are-for
households reporting illness, and the 
!'SO percentages are for all
households. Households with illness are, 
on average, likely to show a
shift of expenditures toward medical--carecompared-to the--pattern for all
 
households.
 

The higher reliance on drug stores in the Central 
anP Northeastern
Regions shows up in both studies, as do the high total health care
expenditures in the Central 
Region relative to other regions. Table 4.6
shows drug-and total health expenditures of the Bangkok area and the
7 -:rural Northeast. The Bangkok fringe area,-which--spent-over--I-1/2 times---.wnat Northeastern villages spend on health care, spent a-very similarpercentage of its total 
health care expenditures on pharmaceuticals.
 

Thisreliance on drugs suggests supply constraints, income
constraints, or both in the rural 
Northeast and in 
areas of Bangkok.
Anecdotal eviden;_ suggests that it is not unusual at all 
to wait all day
for care 
in Bangkok's public hospital outpatient departments, a main
source of first-contact health care for Bangkok's poor. 
The apparently
high rate of self-treatment suggests that people prefer more convenientand prompt treatment-of-health-problems perceived as minor to low cost
queue-rationed professional care.
 

That it is the poor-who constitute those rel-ying mainly on drug
stores- for- their health care can be shown by further breaking -down- -
Table 4.6, as 
in-Table 4.7.-- The 11 
percent of the households of the
Bangkok fringe who-consumed-less-than 18,676 Baht per month in 1981-82,

consumed 77 percent of their total health 
care consumption as drugs.
(The total consumption, rangesin_ T 
 e_.4:..7 -are
labI _such-odd numbers because
we have price adjusted them. For example, the limit 18,676 was 
published
as 15,000 current Baht.) 
 As total consumption rose cross-sectionally,
drug consumption as 
a fraction of total health care consumption dropped
markedly. 
While low cost and free professional care is available in
Bangkok, it is highly queue-rationed and income acts 
as a barrier to
 
alternative professional care.
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Table 4.6 

Drug Consumption as a Percentae of Health Expenditures: 1981-1982 

Percent Drugs Average Health ExpenaiTures per Montn 
(1983 Baht) 

BMA 24 184 
Core 17 
 220
 
Fringe 36 147
 
All Urban 22 155 
NE VillagIges 38 95 

Source: NSO, Socio-Economic Survey, 1981-82 

Table 4.7
 

Average Health Care Consumption,

Drug Consumption as a Percentag2 of.. Heal.th- Expenditures,
 
and Average-Household-Size, by Total Consumption.-Level:
 

Banakok Frinoe 1981-1982
 

Annual Total Consumption Level (1982 Baht)
Jess tnan 1 16,670 to more tnan 
18,676 43,577 43.577 

Average Annual Health 
,are Consumption 351 1,105 2,580 
(1963 Baht) 
% Drugs 77 31 

Average Household Size 2.1 3.9 5.5 

% Households 11 45 44 

Source: NSO, Socio--Eobnomic Survey,..i981-82. 
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Many of the poor in the Bangkok Fringe are
distinct from farm operators who farm workers (as
Banokol area consumed 41 
own or rent land). Farm workers in the
arugs. 
 General work~ers' 

percent of their health care expendituresdrug consumptioi y'as ascare consumption. 42 percent of total health
was, in contrast, 
That drug consumption of the economically inactive23 percent ofthat the supply total health
at tnstraint,. cons ra n care consumption is evidence
manifested by long waitno.tiIS,is operational along with apve an
e , = ea .. incom
x~e ~ - cnat. - Ecoic


inactive people can *be expected to be1-ess-averse Lra..... Economically
to waiting in lines,
 

because the waiting-time- does -not--represent-f
tendency is evidenced or.e cione- income-- Thisgovernment by unemployed peop1e-in-.urban.-areas-us.i-nghospitals--five--times---as--often -."employed people as private-hospital-s-,- whileuse the -Qovernment hospitals only-three-times-
private hospitals. as much as-­(See Table 4.8.) 
5. 
 income Elasticities of Demand_
 

Another way of approaching the relationship between income and
 
health expenditures 
is to 
e3timate the percent increase (or decrease) in

expenditures associated with-a one-percent-Irn.rease
statistic known as 
 in income,-a 
-greater-than 

the income elasticity.of demand. 
: .......
 

-one--means-that-a-- An elasticity

in one percent.-increa.se-inmore than a one percent-increase--in i-neome-w...l resul-tcase, demand is said to be health expenditures."income elastic." - in such- a­is Ifless than one, demanc the estimated elasticityis said to be "income inelastic" because the
percentage increase in demand is less than the percentage increase in
income.
 

Using the NSO survey for 1981-82, we
percent differenlce in income, there was 
found that for every one
same directio a 0.25 percent difference in thein consumption of health care,
the ctedo.b Thus, an elasticity of 0.25 for
expected to be spending 

a group with ten percent higher income could be25 percent more on health care.
level of consumption 
 This higher
came almost entirely from higher demand for medical

services,_ with an income -el-asticity -of 1'.62,
pharmaceuticals: 
 rather than from
ten percent more
more spending for medical income was associated-with 16.2 percent- ca..e-services.-_hiher income was (See- Tabl-e-_-_--)associated- with-reuced--spendi ng 

- In fact,--.­
on pharmaceuutcals.-

Health care expenditures-in-Baakok'income differences, were pa-rticularly-responsivewith anten topercent difference--iT elasticity for-medical services of 2.05:expenditures income--yiel ded--a20.5-percent difference -in 
a on medical 
services.
in the increasing This strong relationship could belevel of medical seenTable care expenditures4.5; the strength .as -income roseof the relationship is inquantifiedelasticity estimate. in this 

I/ These elasticities were estimated controlling for educational levelof the wife.
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Table 4.8: Number of Persons Receiving Public ilalth Service by Employment Status and Place of 11ealth Service 1981 

--- Pace ofRiltt -­ l-- .­

E__plovment 
--

Status . 
Government 
ilospital_ 

Private 
losp!ta !__ Clinic 

Ifealth 
Centers Others lotal 

Governmient
ilospttal 

PrivateI
ilosptalj Clnic 

P0a Ith
Center Others Total 

Persons in Labor Force 467,260 
(39.21) 

145,570 
(12.22) 

475,090 
(39.87) 

08,120 
(7.40) (1.30) 

15530,191,570 
(100) 

2,329.350 
(38.96) 

142,330 
(2.38) 

1,0@6,480 
(18.17) 

1,909,870 
(33.27) 

431,500 
(7.22) 

5,979,530 
(100) 

- Employed Persons 

1. Prnfessional and 
Ati Inistrative Workers 

2. Cl,,rical and Fales 
Wo. ters 

3. Fa -ners and Hiners 
4. Trdrnsport Workers 
5. Cr ,ftsmen and Laborers 
6. Service Workers 
7. Unknown 

Unemploypd persons 

455,750 
(39.12) 

81,620 

145',710 
43,040 
3V,700 
103,030 
50,410 
:240 

11,516 
(43.55) 

l13,290 
(12.30) 

31,650 

60,730 
3,410 
6,360 
28,160 
12,500 

400 

2 ,200 
(8.63) 

464.590 
(39.87) 

83.420 

198,360 
25,330 
23,470 
97.940 
35,870 

200 

10O50C 
(39.73) 

85,980 
(7.38) 

7,080 

21,030 
22.980 
5,940 

20,000 
8,950 

-

2,140 
(8.07) 

15,530 
(1.33) 

3,380 

6,910 
1,910 
460 

2,130 
740 

1,165,140 
(100) 

207,150 

432,740 
96,670 

'67,930 
251,60 
108,550 

84 

26,430 
(100) 

2,313,440 
(39.00) 

87,430 

160,180 
1.838,590 

27,650 
147,910 
5!.680 
-

15,910 
(49.49) 

142,330 
(2.40) 

8,270 

17,680 
105.590 

1,400 
8.840 

550 
-

-

1,014,800 
(17.00) 

42,080 

131.890 
761,320 
19.420 
101,340 
18,830 
-­

11.600 
(36.08) 

1,986,000 
(33.40) 

26,690 

61,270 
1,793,960 

9,290 
77,120 
17,':0. 

I 

3,870 
(12.04) 

430,730 
(7.24) 

4,050 

15,540 
384,510 

3,590 
17,570 
5,470 

770 
(2.39) 

5,947,38o 
(100) 

168,520 

385,560 
4,P83,970 

61,350 
352,780 
94,200 

32,150 
(100) 

op 

Persons not In Labor Force 

1. Worked around house 
2. Students 
3. Others 
4. Persons tinrer 11 years ol 

(a) 0-6 years old _ 
(b) 7-I0 years old 

. 
697,100 
(30.90) 

.O 
124,500 
82,670 

34-4,040 
247,640 
96,400 

201,700 876,430 
(8.97) (38.96) 

90i -. 2 -­ 79-
34,870 194,020 
16,670 49.800 
115,040 536.820 
85,170 370,250 
29,870 166,570 

323,020 
(14.36) 

- M-
73,020 
10,180 
215,030 
135,990 
79,640 

151,5902,249,947 
(6.73) (100) 

- - 9;0 -30270 
78,240 504,650 
I,,. 160,470 
70,620 1,282,150 
6,880 045,930 

63,74(1 436,220 

1,883,500 
(27.59). 
1 -70 
305,590 
230,2,10 

1,149,760 
803,720 
346,040 

111,810 
(1.64) 
- W 
19,910 
14,380 
67,700 
54,780 
12,920 

1,135,830 
(16.64) 

- 7;20 
175,240 
74,010 
819.060 
543,530 
275,530 

2,612.140 
(38.26) 

-- -71U 
423,130 
112,350 

1,979*,650 
;,233,380 
746,270 

1,0'3,830 
(15.87) 

-
399,410 
20,580 
643,160 
160,510 
482.650 

6,827,149 
(100) 

--- 3:9,U 
1,333,280 

451,560 
4,659,330 
2,795,920 
1,163,410 

- T6f1a -Tl 
I 

64WH. 
(33.83) 

347-;27 
(10.09) 

r 35 
(39.27) 

-1i 11Vu-167-12 -3-11-410 
(11.95) (4.86) (100) 

-:212,850 
(32.90) 

751170U 
(1.98) 

222.310 
(17.35) 

--A.02,U0M 
(35.93) 

1. 5-;333 
(11.84) 

1, BUU-67 
(lOu) 

Note: Figures in 
S-iu-ce: National 

parentheses
Statistical 

are percents.
officer, llealth and Welfare Survey, iqi. 
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Table 4.9
 

Income Elasticities of Demand for Health Care, 1981-1982 

Pharmaceutical s 	 Miedical Services Tctal 

Banokok 0.07 	 2.05 .1.21 

Other Urban -0.29 	 1.68 0.51
 

Rural 0.28 	 1.35 0.64 

Kinadom -0.69 	 1.62 0.25
 

Source: 	 Computed from National Statistics Office;
 
Socio-economic Survey 1981-82.
 

The elasticity estimates are based on cross-sectional analysis -- the 
idea that those of lesser incomes can be expected to..exhibit consumption 
patterns similar to those of currently wealthier households; when the 
incomes of the poorer households rise. Richer households are 
assumed to maintain the same relative differences between their 
consumption patterns and those of poorer households, as the income of the 
richer households rises absolutely. These assumptions permit an
 
inference from cross-sectional to intertemporal analysis.
 

With the 1NSO data from 1975-76, it is possible to examine directly 
the changes in consumption over time, and to see how changes in income 
correspond. Tables 4.10 and 4.11 show how health care consumption and 
income have changed over the six year period. Once again, total 
consumption is used as a proxy for income. The ratios of percentage 
changes shown in Table 4.11 are very rough elasticities. Unlike the 
cross-sectional analysis, in longitudinal. analysis it is essential to 
control for the many changes that are happening over time in addition to
 
changes in income. (The cross-sectional analysis, by taking a slice in
 
time, in effect, controls for historical change..)- Pany changes other 
than income, for example, structural changes in education and in supply
 
of health care, can affect the demand-for health:care. Yet, as a rough 
approximation of '-oO-n~umptidb patterns are-c-hanging- over time, this 
approach is useful.
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Table 4.10 

Average Household ealth Care Ex-penditures,1 975-76 

Unit: Eaht 1983 

Regi on 	 Drug Medical 1otal Total 
Stores Services iExoenditures 

Municipal areas 31 105 136 (3415) 
Central Region Sanitary districts . 44 97 1 141 (2717) 

Villaqes 39 60 99 (2182) 
Total (whole region) • 39 70 109 (2375) 

T 21 63 84 (2_4)Municiial2 areas 

Northern Region 	Sanitary districts 25 68 93 (-791) 

Villaaes 25 41 66 (1424) 
Total (whole region) 25 46 71 (152) 

Munici',:-i areas 28 59 87 (3085) 
Northeastern Sanitary districts 34 54 88 %2309) 
REQion Villages 27 30 57 (2492) 

Total (whole recion) 27 33 60 (1612) 

Munici)al areas 30 58 88 (3011) 
Southern Region Sanitary districts 28 52 80 (2186) 

Villages 25 44 69 (1689) 
47 I 73 (1913)Total (whole region) ._ 26 _ _ _ _ I _ _ _ i_ _ _ _ 

The Greater Bangkok- Mtropolitan.Area 32 80 112 - ­
- City Core .. 26 92 --118 (3675) 
- Suburbs 39 64 103 (3380) 

-- Fringe - 36 72 108 (2467) 

Whole Kingdom * . 29 51 80 ..(204-
Municia, area - 27 70 97 (32,57) 

Sanitary districts.* -_ 34 71 105 (2283) 

Villages ** 26 41 70 (1679) 

The Greater Bangkok Metropolitan Area refers to Bangkok Metropolitan, Nontaburi ProvincE 

Pathumthani Province and Samuthpradkar Province and the area is classified into city core, 
suburbs and fringe area basing on the density of people in the area.
 

** Whole Kingdom is separated into municipal areas,sanitary districts and villages as a 
whole, except for the area within the Greater Bangkok Metropolit-an Area. 
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Table 4.11
 

Socio-Economic Survey

Monthly Health Care Expenditures and Changes
 

Municipal
 
Areas Bangkok Villages Kinadom
 

MEAN TOTAL CONSUMPTION
 

1975-76 (1983 Baht) 3,151 3,323 1,679 2,004
1981-82 (1983 Baht) 5,158 5,737 2,737 3,374

Percent ChanQe 64 73 
 63 68
 

MEAN DRUG CONSUMPTION
 

1975-76 (1983 Bant) 
 27 32 .29 29
 
1981-82 (1983 Baht) 32 39 36 
 36
Percent Change 19 22 
 24 24
 

0t
 

MEAN MEDICAL CARE CONSUMPTION
 

1975-76 (1983 Baht) 
 97 112 70 80
 
1981-82 (1983 Baht) 143 170 99 
 113

Percent Change 47 52 
 41 41
 

Percent Change in Drug

Expenditure over
 
Percent Change in Total
 
Expenditures 0.29 
 0.30 0.38 0.35
 

Percent Change in Medical
 
Zare Expenditure over
 
Percent Change in Total
 
Expenditures 
 0.74 0.71 
 0.65 0.60
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There 
are important similarities between the longitudinal estimates
 
in Table 4.11 and the cross-sectional estimates in Table 4.9. 
 In both,

medical care elasticities are much higher than drug elasticities, and
medical care elasticities are higher in the cities than in the villapes.
The most important difference is that dru elasticities between 1975-76
and *!.81-82 much than in theare higer 1981082 cross-sectional, and

medical care elasticities are much lower. This suggests, it is only

since 1980, that demand for medical 
care has become income elastic; that
 
is, greater than 
one. Drug purwhases are not increasing and may even be 
declining as incomes rise. . 

This explains in part the high medical 
care elasticity. Not only is

there an income effect -- more health-care is demanded because income is

rising -- but there is a consumption shift: housenolds are substituting
professional health care for self-treatment with drugs. Since the
professional care tends to cost more, this also makes total 
health
 
expenditures rise. 
 Studies in other countries.show that the income
 
elasticity is greater than 1 for a certain range of income per

capita.I 
 (At lower incomes the elasticity is-less-than one, and at
higher incomes it is also less than one; 
for example,-the income
 
elasticity in the U.S., 
Japan and Western Europe is between 0.1 andC.2.2./ Thailand appears now to be within the range where demand for 
medical care is increasing faster than incomes.. 

Clearly, this has important implications for the immediate future 

tnrouah the 
next plan period. It is reasonable to think that the
 
average households of tomorrow will make spending decisions similar to
those being made by households with above average incomes today. Thus 
cross-sectional associations between income and health care 
expenditures
 
can be applied to projections over time. 
 If the income elasticity of

aemand for medical services is 1.62, as is estimated using the JSO
 
survey, and income rises in the next 5 years by 16 percent (the

cumulative result of a 3 percent growth rate), then expenditures for 
medical services can be expected to rise by 27 percent in that time (the
cumulative result of 3 times 1.62 percent growth);---

1/ William Hsiao, Harvard School of-Public Health,-perso.al 

communication, March 21, 1985 

2/ Ibid.
 

http:Health,-perso.al
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Of course, growth in expenditures for medical care cannot continue to
 
outstrip growth in income for a very extended period of time. Nor is it
 
reasonable to thinl. that the observed cross-sectional preference for
 
private care among higher earners means that eventually few people will
 
turn to public facilities for care. As health care expenditures become
 
an increasing percentage.of.income, it is likely that more households
 
will turn to public facilities for lower cost care. A primary goal of
 
MOPH should be to devise ways to channel this demand to the facilities
 
where it can be given most effectively and efficiently as it is doing
 
with health card funds, and to finance the care in-such a.way. that
 
subsidizes only those who cannot afford-to pay for. necessary services­
themsel yes.
 

6. Demand for Free Cire
 

Until now, this chapter has concentrated on--how-much households paid 
for care. included among those households who sought care-discussed in 
earlier sections, are those who sought care at public facilities and did 
not pay for it; Budget alocations for-free-care.ere--d-iscussed in. 
Chapter 2; now we examine the demand.for care as financed by that 
budget.l/ 

The regional differences-in take-up rates of free care are highest in
 
the Northeastern region. (See Table 4.12). The income cut-off for f-ee
 
care eligibility, 2,000 Baht perlnonth, (1,500 for single pople) far
 
exceeds the average income of public facility clients in the northeastevi
 
rural areas. The Central Region is surprisingly the second
 
highest--average income of public facility users. There was much higher
 
than average for the Kingdom, in fact the urban and rural incomes were
 
both the highest of the four regions, and on average far exceed the
 
income cut-off for the program. The non-Banakok Central region has the
 
lowest percent of its population in poverty. / This situationseems
 
inequitable, although it cannot be determined from available data wh ,er

this distribution of-free care is the--result of greater care-seeking
 

behavior by the Central Region's poor, or whether the i-come cut-off of
 
the free care program is being applied more laxly in the Central Region.
 
Given that the household survey seemed to indicate the income is a
 
barrier to care in the Northeast,-thisissue bears further investigation.
 

-
1/ As for the earlier discuss.ion-o- -the Free--Care budget, we rely 
heavily on Anne Mills, "Health Services for Low Income Groups: Access 
to Free Medical Care." op. cit. 

2/ Ibid., p. 8
 



Table 4.12
 

Utilization of Free Care health Services by Region - 1978 

Patients I Percent O7 inpazients 
Receiving Free Care Receiving Free rare At 

Region per 1,000 Population Provincial and District 
_ hospitals 

Northern 167 	 25 

Northeastern 260 	 39
 

37Central 	 213 

Southern 193 	 33 

Kingdom 217 	 35* 

*Excludes Bangkok 

Source: Anne Mills, "Health Services for Low income Grouvs:- Access to 
FreE Medical Care", Appendix I, TaDie . 

7. First Contact Services: Fundino Alternatives to Public Outpatient 
Department Care for Bancv:oK's Poor 

MOPH officials say that waiting time for care in Bangkok's public 
hospital outDatient departments averages from 2.to 4 hours. Anecdotal
 

evidence suggests that it is not unusual to wait all day, from early 
morning to iate afternoon, for care. Some of Bangkok's poor use private
 

clinics but many rely on these departments-for routine care: more than 

one-fourth of -he households in the Bangkok core reported total 
consumption of less than 3;500Baht per month in the 1981-82 NSO 
Socio-economic Survey. 1 (3.5 percent of households). Those whose
 
monthly consumption expenditures were less -than-I500 Baht--paid an 
average of 7 Baht per month to hospitals and clinics; those whose total 
consumption was between 1.500 and 3,499 Baht-(22.8 percent of households) 
paid an average of 34 Baht per month to-hospitals:-and cl.ini-cs, while the 
remainder of households pail an average of 191 Baht.per.month.to- these 
facilities. From what is known about greater incidence of-illness among 
the poor, this expenditure difference-is evidence-that the--poor are going 

to the public facilities for care that is publicly subsidized. 

1/ 	Baht amounts in this paragraph have not been adjusted in 1983 price
 

levels; rather they are presented as reported by NSO.
 

http:Baht.per.month.to
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Thus, public outpatient departments are serving the needs of the poor

in Bangkok, but they are doing it with long waiting times. They are
 
providing very basic, routine, first contact services alono side of more
 
complicated care. It is likely that adjus-cments could be made in
 
Bangkok's health care system to shift some of the routine care on to
 
private clinics and health centers or smaller public facilities, while
 
publicly finaw-ing such.carefor_._thepoor..-!/ Not only is there
 
incentive to reduce the.waiti-ng, time in outpatient departments, but it is
 
likely that smaller facilitiee could provide routine care of equivalent
 
quality more promptly,, with more convenience to the patient, and at a
 
lower cost to the oovernment.
 

A program to finance alternative to public outpatient departments for
 
Bangkok's poor should take into account the following coals:
 

There should be built-in incentives for aoministrative integrity 
and efficienc -.-. ..-------. 

The program should take advantaae-of cost-controlling effects of
 
competition among providers of care.
 

There should be incentive--for-the patient- to choose less 
expensive forms of care--and for the provider to advise such 
care--when it is appropriate. -

There should be incentives for use of preventive services.
 

Movino toward these goals depends in large part on which of many
possible provision or payment schemes is chosen. Direct provision of 
care by the government is embodied in the prospect of building more small 
government nealth centers like the BMA centers to absorb the current 
demand for subsidized care.- I-nstead of opening health centers and
 
emDloying health care professionals, the Government could also contract
 
with clinics to provide care to-the.poor. The program could entail 
prepayment to provi der/contractors- for-a7n -HMO-styl e :arrangement; or the­
poor might be given vouchers that the providers could redeem..
 
Retrospective reimbursement of patients would probably defeat the purpose

of the program--that of providing care for-peopie who do not have mumh
 
money to pay for health care. 

Some of the pressure-on-Bangkok-hospitals wou.ld be reduced by 
improved medical care outside of Bangkok. In 1961, 46.7 percent of
 
in-patients in 8 MOPH hospitals in Bangkok were from outside
 
Banakok. See Santhat Sermsri and Yawarat Porapakkham,
 
"Socio-economic Differentials in Morbidity in Thailand," 
 A paper
 
presented at the National Seminar on ASEAN Morbidity and Mortality
 
Differentials: Studies in Thailand, Sailom, Hua Hin, November 1-3,
 
1984.
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Just as there are many alternatives about whether to provioe or 
merely pay for care, and when to pay for it, there are alternatives aoout 
who would administer such a program. In the past in Thailand, government 
finance of care has been linked with government provision of care.
 
Suppose a proaram is adopted that bredas this link. Suppose that wnen a
 
poor patient receives certain types of care at a private clinic, the
 
patient shows a card certifying membership in the program, and the
 
provider of care bills the program for the services provided. There are 
options about how verification and payment of this bill would be
 
handled. A government bureau might process the papers involved in..
 
administering such a system. A private service bureau with profit
 
incentives to do the program's processing efficiently might also be
 
consiaered. A further alternative, one that draws even more on the
 
profit motive of the private sector, is to arrange for a contractor to
 
insure the health care of the poor. Many permutations-of this basic
 
arrangement are possible; for example, MOPH might certify participants in
 
the plan, contracting for insurance for those certified. Certification
 
could also be left to the private sector, where incentives to limit
 
coverage would be balanced against hopes for contract-renewal.
 

Similar arrangements for private administratiof are possible for a
 
voucher or prepayment scheme:;:wo matter:how the program.were
 
administered, it would be important to unaerstand clearly before
 
implementation how many people would be making use of such a program, how
 
much care they would seek, where they would seek it and at what cost. 
 It
 
would b2 particularly important in negotiating payments to a private
 
administrator.
 

One more issue to be considered if care is not provided, merely
 
financed, by the government, is how much should be paid. If the program
 
paid a set amount for specific services, the incentive would be to
 
perform more of these services than was medically necessary. If payments
 
were on a per visit basis, then the incentive would be too scrimp,
 
perhaps to a medically inadvisable extent.: These sorts of mechanismis and
 
their effect on quality of care;-are related-to-the more basic design
 
issues discussed above.
 

If the program allowed patients to choose-Droviders, for example, 
using vouchers or the membership card example, exercise of consumer 
choice would provid-bui7L-in auality control to-t.he extent that 
consumers can judge whether the-care they are given is-cood and enough. 
While full third party payment removes cost control incentives from both
 
the patient and the provider, copayment-for-care-by the patient, or
 
bonuses for low utilization might give the patient enough reason to be a
 
thrifty shopper for health care services. A possible cost-controlling 
measure from the provider side might be to arrange for "preferred 
providers": lower fee structures (or in the case of HMOs, membership
 
fees) in return for an incentive built into the program for participants
 
to use these providers.
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The possible solutions 
to the excess oemand for outpatient department
care in Bangkok 
are myriad, and many of them quite complicated. Making
an informed decision will require careful research, experimentation,simulation using data from 
and

the experiments to understand the implications
of various program designs. It is important quickly to begin to searchfor a solution to this-problem for there is every reason to think thatwhat is happening now in Bangkok, is in stcre for other urban areas, andrepresents the more distant future for rural 
areas of Thailand.
 

Summary
 

The most policy,-salient features of the Thai demand for health care
 
as analyzed in this chapter are: 

- As income rises in Thailand over the coming years, demand for
 
health care can be expected to rise dramatically. 

- Low cost public health care for Bangkok's poor is inadequate; 
self-treatment with pharmaceuticals is being substituted. 

The first of these points, the burgeoning de.,dnd for health services,arises from several characteristics of Thai health status and the Thai
economy---­A-shift from predominance of treatment of infectious diseases,
to-treatment of accidents and..degenerativedi.sease, that is, a shift formprimary to secondary care. Secondary care, perhaps because it is often
less efficacious, tends to be more open-ended and intensive, and thus 
more costly. 

Thailand also happens to be at a level of income growth where incomeelasticity of demano for health care is very high. As households arenewly able comfortably to pay for their most basic needs, they tend tohave very high demand for health-care.__Further, rising demand for health
care is composed of a shift from self-treatent with. pharmaceuticals toseeking public and private medical care, both of which are more costly.
 

Household expendituresare azl argep-port on-.(two.thirds.) of health-:care spending, and it is important that-they remain so. 
 If demand rises
to a point where households-can no longer afford to pay for te majorityof their care, the government wil-l 
not be able to pay the bill, either.
 

Recommendations rel ati ng-to- conzai.ninoh hdemand for-care aregenerally the same as those-for containng- costs, presented in Chapter 3. 
- The Thai government should-make sure that itis- subsidizina carefor only those who cannot afford to pay the full cost.Currently MOPH hospitals' charges are below market rates, andhospitals for government employees subsidize the general
public. The government should not compete with the private
 

sector.
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health care funds should encourage the consumption of primary
 
care: preventive care is much less expensive than curative care.
 

Research and planning to allocate increasingly sc.rce public
 
resources equitably and efficiently is essential.
 

As for care for Banakok's poor, we recommend research into ways of
 
letzing the private sector absorb the excess aemand for low cost health
 
care services. Perhaps if_subsidy of the general public's health care by

public institutions were discontinued,- queues--would-be shortened. Even
 

... the - proviae--adequate--care more.cheaply and withso, if pri vat--s&it 
greater convenience to patients-, that would be preferable. 

In conclusion, the main health care problem facing the Thai
 
government today is how to meet tomorrow's aemands. A range of 
sources 
all point in one direction: in comparison with recent years, those
 
demanas will be great. Only by careful planning to channel household
 
aemand efficiently will the health care system continue to be able to
 
meet the health ca re demands- of the people. ­



CHAPTER 5
 

COMMUNITY F1NANCE OF PRIMARY HEALTH CARE
 

1. 	Introduction
 

increasing household demand for health services has several
 
implications for the national program of primary health care for the
 
rural population.- The increased demand for curative services will 
put
 
severe .Iimi,:ations. on the MOPIHs-continued provision of... VB and VHC 
training and of family planning services-or-expanoed dental or mental 
health services -- unless demand for these services is-high-and cost
 
recovery is high. (The possibility of--increased cost recovery for family

planning services needs to be explored; in particular, i.t will be 
important to analyze how much increased, cost recovery, if any, would be 
consistent with the population growth rate targets of the Sixth Five Year
 
Plan.) Other elements of PHC/BFIN -- essential drugs, nutrition,
 
sanitation, local control of endemic diseases-MZ-,-":EPI and-health,

education -- will increasinly.dependon thecurrent and future viability
and performance of PHC funds set up to finance .and provide these services 
locally.
 

This Chapter analyses-.the . performance and..prospect-s-of- drug,,­

nutrition and sanitation fund-I/. 

2. 	Drug Funds
 

Drug funds are the oldest, most numerous, most consistently
 
profitably PHC funds in Thailand. 
They serve more households, have more
 
diversified income sources, show more potential for diversification of
 
services and less 
regional variation than nutrition or sanitation funds.
 

1/ 	This Chaper is based -on-the -findings-of-a-PRICOR-supported study of
 
community finance of primary- health-care being conducted b..,
the
 
Social Projects Division of the htational. Economic and Social 
Development Board. 
 The. study included a national survey of 4,631 PHC
 
funds and detailed case studies of 72 funds.
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About two-thirds of all PHC funds are arug funds and more than half 
of all drug funds are in the Northeast. Of the 4,631 PHC funds studied 
in the national survey, 2,955 or 64 percent are drug funds; 1,425 or 52 
percent are in the Northeast. The 11ahidol University study identified 
E.273 drug funds, 60 percent of them in the Northeast.l/ MOPH records 
snow a total of more than 18,000 druo funds throughout the country.. / 

Tne number and distribution of arug funds reflect government policy. 
Druc funds have been established first, ahead of nutrition, sanitation 
and health card funds, and priority has been given to poverty districts 
primarily in the Northsast. 

Drug funds are not without problems...---ost important .are. -problems of 
management and record keeping, inventory control and maintenance, 
aecapitalization, and theefactthat-druL-funds are more successful in 
villages which are soially cohesive,-special ly--compact, and-distant from 
other sources of pharmaceuticals and medical supplies -- conditions which 
do not prevail in many villages in Thailand. Nonetheless, the drug funds
 
provide a promising institutional basefor the evolutionary development
 
of multipurpose funds able To mobilize sufficient community resources to
 
-finance preventive and promotive services and primary;-even--seconaary,
 
medical care
 

2.1 Age and Oriain of Drug Funds 

ose 

established at the initiative of the MOPH -- by hospital directors, 
Provincial, District and Tambon Health Officers usually with the active 
cooperation of village leaders and a majority of village households. 

As in the Of other PHC funds, most drug funds have been
 

The MOPH has been establishing drug funds since 1978. The pace 
has accelerated recently as evidence of their success became available. 
As a result, the mediar age of drug funds is only slightly more than 12 
months. The oldest funas have been in operation for six years. The 22
 
orua funos covered in the case studies.range in age for six months to
 
five years, averaging two years and three months. This is long enough 
for patterns of operation and management to stabilize, and prospects for
 
future viability, pr-ofitability,--diversification and growth to become 
clear.
 

1/ Mahidol University, Study of Medical Cooperatives (1984), Table 1, 

p. 8. 

2/ As of November, 1984, the MOPH-recorded a total 1of8,422 drug funds. 
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initiation of most arug funds begins with MOPH provision of
starting capital 
in the form of an inventory of drugs. There is then a
village meeting, election of fund managers, sale of fund shares, and
sometimes a festival 
or other event to raise additional funds.
role and 	 The MOPHthe 	 roles- of District and 	 Tambon Health Officers are pivotal tothe 	origin of most funds. 
 Only two of the case-study drug funds wyere
established by villagers 
on their own initiative and in these two cases
leading roles 
were played by. the chief monk, the school headmaster and
other villaqe leaders not only in initiation but in subsequent 
-- andhigh quality -- management.of the funds. , . .
 .
 

Drug funds are located ii.villages--that.often have other funds
supporting activity in agriculture, animal-husbandry--aquaculture,
community savings and sometimes other PHC activities. A village is morelikely to respond to an MOPH initiative to establish a drug funds and to
succeed in operating it successfully-when it-has had -prior-successful
experience with other.-community funds -- particularly.ones, whichproducers' goods. on-.a-reYoJ:vng- fund -basis;and 	

sell 
th4uar .; simi..ar..n;.management, record keeping, inventory control 
and 	other requirements to
the 	operations of a drug fund.- --­

Forty-one percent of Tambon.Health Officers and 36 percent of
drug fund managers interviewed--n-th-c-ase-studi-es--reported-that. 
familiarity with 
an existing successful 
fund had influenced the
establishment of a drug fund in the village. 
 This was less of a factor
in the drug fund's origin than the MOPH's initiative in providing aninventory of drugs (reported by 71 
percent and 86 percent respectively)
but 	generally more important than local 
perception of need for a drug
fund (reported by 23 percent and 36 percent respectively).
 

The 	case 
study villages with drug funds-have an average of 2.5
funds of all 
kinds, with a maximum-in several villages of 6 funds.
Numbers reported in the national survey are somewhat higher.
 

Surpri si ugly, training -in management-or..rudimentary pharmacology-- beyond what VHV's-may have already received -- has aprominent 	 not beenactivity in-the- initiation of drug- funds..--Only 5.percent ofTambon Health Officers and 9 percent--of-drug fund managers-inteviewedthe cases studies reported any training as part-of-fund-ini-ciation. 
in 

was 	also apparent in the It case studies that villager's u,-derstanding of

.he 	 rationale .for -and -operations- of -the drug.-fund-was -imiteda limiting factor on fund 	 and perhapssuccess 1.! 
 Training and social preparatin
may 	be activities where additional effort would yield high returns.­

1/ 	Villagers lack of understanding was the second most frequent cause of
drug fund problems found in the Mahidol 
University study, op. cit,
Table 10, p. 49. 

http:management.of
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2.2 Druq Fund Manaqement
 

Drug funds are managed by a committee averaging 10 to 12
 
members. VHV's and VHC's are members of the management committees of
 
more than 90% of druo funds in all regions. (See Table 5.1). The Tambon
 
Health Officer almost always serves as consultant to the fund committee.
 
Within this basic structure are large variations in commitment,
 
competence, energy and compensation. These variations, in turn, go a
 
long way in explaining the differences in fund viability, performance,
 
growth and diversification.
 

2.2.1 Characteristics of Managers
 

Members of the management committees are from leading

families and hold leading position in the village. They include monks,

school teachers, village headmen, health and other community development

volunteers. Some have high levels of educational attainment -- secondary
and above. Others have worked in jobs outside the village which have
given them managerial skills. Many are members of other village
committees such as education and temple committees.1/ In the case 
stuuy drug funds, committee members are overwhelmingly male (more than 80 
percent), range in age from 30 to 57 with an average age of 44, and 
an
 
average household income of 60,000 Baht per year -- more than twice the 
median household income in agriculture villages. Committee members were
 
selected by vote at village meetings in )5 percent of the drug funds
 
covered in the case studies. However, the positions were not really

contested and the vote was more an affirmation of consensus and
 
participation than an election. In the remainder of the cases, committee
 
members were appointed by District or Tambon Health Officers.
 

Committee members are shareholders of the fund and serve
 
for unspecified, usually unlimited terms. There has been very little
 
turnover of committee members. Most have served for as long as the funds
 
have been in existence, for terms ranging from 4 months to 5 years. The
 
tenure of managers is undoubtedly traceable to respect and trust,

particularly where drug funds have been successful. It may also reflect
 
the fact that some managers receive compensation in cash and in kind
 
and/or that few others in the village are willing to take on the
 
responsibility particularly if the fund is in difficulty. But good or 
bad, once selected the managers do not change.
 

1/ Mahidol University, oo. cit, Table 20 



-Table 5.1 : Characteristics of Drug Funds 

Region 

7 of Fundt % of Fund. 
With CompensatVHiV's on ing 

Hanagement Managers 
Commui t tee 

Median 
WorkinECapital 

in Bahlt 

Median % of Funds % of FunIs 
Age in Profitable Active in
Months N~utrition 

X of Funds 
A-tive in
Ag.ri-

culture 

% of Ftinds 
Active in
Wnter and 

Sanitation 

% of Funds 
Active in
Other 

Community 
Develop-
ment 

Average 
VilIagePopuln-

tion 

Average 
lumber

of 

Stores 
per 
Vill.pe 

Nnrth 

n=708 95.9 50.6 2,000 12 91.5 35.2 8.8 26.1 9.3 1,425 5.4 

Northeast 

n=1,677 92.5 48.2 2,000 12.1 92.0 43.8 11.0 29.5 12.0 1,000 3.9 LO 

Central 
n=290 95.2 45.5 2,550 11.2 85.2 42.0 11.0 31.0 7.0 1,310 6.7 

South 

ti151 93.4 31.0 1,999 12.0 87.4 32.5 2.0 23.8 10.6 7,550 4.5 



2.2.2 Patterns of Management
 

Managerial responsibilities are divided among committee
 
members. Drug sales -- and any advise or referral recommendations 
connected with them -- are usually the responsibility of the VHV. This 
is in keeping with tne MOPH's policy that the VHV is to be the agent for
 
distribution of pharmaceuticals in the villaae whether there is a druo
 
fund or not. The VHV may also serve as committee chairman and lead. 
manager. In other cases, this role is played by the village heaaman. 
Daily fund receipts and fund working capital are sometimes entrusted to a 
monk. Other committee members serve as accountants, auditors, record
 
keepers, sales clerks and general overseers. For most committee members
 
tnese responsibilities are not heavy or time-consuming; 86 percent of
 
drug funo committee members interviewec in the case studies reported that

tneir Participation in fund management is part-time and aoes not
 

interfere with tneir principal occupation -- mainly farming. 

One or two members of the committee are sometimes much 
more active, oevoting full-time to management of the fund and in most 
cases they report that this work does interfere with their principal
occupation. Drug funas with this level of managerial commitment are the 
most successful. Two examples are the drug funds at Baan Pho Samphao

village, Nong Hiang sub-district, Phanat Nikhom district in Chonburi 
province and baar, Maab Pla Khao, Maab- Pla Khao sub-district., Tha Yang 
district in PhetchDuri province.- The VHV's in both cases manage the
 
funas full time, sell arugs at any hours to people who need them, keep 
all accounts and records, and order and maintain inventory. While both
 
VHV's receive some compensation for this work it probably does not equal 
the foregone earnings in agriculture. The drug funds in this instance 
receive a subsidy equal to the difference, or To the value of the leisure 
or other foregone production of family members--who .take-over the VHV's 
role in agriculture production. Patterns and amount of compensation may 
need to be adjusted in the long term to reduce or eliminate this subsidy.
 

When the full-time manager of a drug fund is a VHV, or
 
even when the VHV devotes a substantial. portion of his or her time to the 
arug fund, there is another opportunity cost. Preventive and promotive
 
activities may suffer; less time may be devoted to outreach and to care
 
and referrals of conditions which do not involve pharmaceuticals.
 
Although difficult to measure and assess,- these are costs with potential
 
public health implications.
 

Successful funds exhibit other manaqerial
 
characteristics. Some benefit from active participation of the Tambon 
Health Officer in all facets of funds operations. The drug funds in 
K'hlong Wa village No. 8, Kho Hong sub-district, Haad Yai district, 
Songkhla province; Baan Phai Songkhram village, Sa Si Mum sub-district, 
Kamphaengsaen district, Nakhon Pathom province; and Baan Nong Bua Lon 
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village, Chik Sang Thong sub-district, Rasi-Salai district, Si Sa Ket
 
province, are all successful and growing rapidly fcr this reason. 
Because the Tambon Health Officer is paid by the MOPH she or he does not
 
forego income by working with the drug fund. But here also there are
 
opportunity costs with potential public health implications. A drug fund
 
is located in one villaoe while the Tambon Health Officer is responsible

for an average of Ten villages. If the drug fund is serving multiple

villaoes, as some do, then this opportunity-cost-isreduced.- But there
 
is another. Drug funds-focus--on-and-provide-mainlycurative- services.
 
To the degree that the Tambon Health Officer devotes her time to the drug

fund, preventive and promotive-activities -- including support of 
nutrition and sanitation funds--.-m-:-wfIll - receive proportionally less. 

Other drug funds--get managerial--help from professionals
in nearby district hospitals and other MOPH instititions.. For example,

the drug fund at Baan.Serd Noi Moo 2 village, Baan Bueng sub-district, 
Eaan Bueng district, Chonburi province get help on accounting, inventory­
control and resupply and pharmacology from the pharmacist of the district 
hospital. The Khlong-wa Drug Fund,-Tambon-Kho-Hong; Haad-Yai district,
 
Songkhla province gets similar help from four hospital officials who are
 
members of its managementcommittee-- This kind of help entails few if
 
any important opportunity costs other than leisure foregone and should be
 
encouraged where distance permits.
 

2.2.3 Comoensation of Managers
 

Between 30 and 50 percent of-druc funds compensate ­
members of the management committee.---(See Table 5.1 for a regional
breakdown). Compensation takes a variety of-forms-inciudiin salary, a 
percentage of profits, or free or discounted drugs. The oroportion of 
managers benefitting from drug fund operations may be higher than these
 
numbers suggest. Managers have fi-rst access to scarce pharmaceuticals
when the monthly order arrives. They may also have thje -ight to borroW,
from the fund and to do so at interest rates below the prevailing market 
rates of about 60 percent-per-year- in--rural --areas. -- And fund managers own 
shares in the fund and thus receive annual distributions of a portion of 
profits if the fund is profitable. ­

in the case study drug funds, the most active member of
the committee -- the de facto .manager. -=.is often -paid if the fund is 
profitable and growing; for example,--the manager receives:5-percent of 
the profits of the Baan Donpin.Drug --Fund;_ambonCha-Charng -San -
Kamphaeng district, Chiang Mai province; 7-percent of-the profits of the 
Khlong-wa Drug Fund, Tambon Kho Hong, Haad Yai district, Songkhla
province; ind 20 percent of the profits of the Phosamphao Drug Fund,
 
Tambon Nonaheag, Panat Nikhom district, Chonburi province. in four other
 
case study drug funds managers -receive wages of 60 to 335 Baht per month.
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Except in the most profitable drug funds, such levels of 
compensation will not cover the foregone earninqs of managers who work 
fulll time or reimourse their families on whom the extra burden falls. 
But such compensation is imporzant conceptually and statistically. There 
are obvious incentives for" oood manaoement when compensation is tied to 
performance and managers are shareholders tnemselves. Careful control of 
inventory maintains and increases sales; lack of control and supply­
interruptions reduce or elimi-nate them. Inadequate records reduce 
performance, profits, capital and trust. Good records increase them 
all. Statistical analysis of the national survey and case study data 
found hiah correlations between compensation of managers and fund 
capital, profit, growth and diversification. 

2.2.4 MianaQerial Problems 

Management problems of drug funes are traceable to the 
inverse of the conditions which create-success. Drug funds have
 
managerial problems when thelTambon Health Officer is inactive; when the 
committee members lack commitment and energy; when income producing
 
opportunities are overlooked;when health- volunteers play a limited role 
in, sales, record keeping and inventory control. The most commqq problems 
are 	incomplete records and inaaequaze and inaccurate accounts._' tone 
of the case study orue funds has compleze-double-enTry accounts or 
compiete and current inventory records. The long run consequence of
 
these problems for some funds is gradual decapitalization, stagnation at
 
a lower level of operation, or failure.
 

The process is well-documented for a drug fund in Ubon 
province._2 / Eight health volunteers took turns running the store. Each 
oay a different woman waited on customers and kept track of money ard 
inventory. When the first inventory of drugs arrived the store was 
jammed with customers. Records and accounting fell behind.- Some drugs 
sold out quickly. Others languished-on the-shelf.. Yet each month the 
same 20 drugs in the same quantities were ordered from the GPO's agent in 
Ubon. Some villagers were allowed to buy on credit but~records were not
 
complete. Others paid in kind with rice, charcoal or firewood. But no 

I/ 	The Mahidol University study found the same set of managerial 
problems, see op. cit, Table 18 -p.. 52... 

2/ 	Youngyut Kajornpadungkiti, "The Fate of Nok Ten's Drug Cooperative"
 
mimeo, Harvard School of Public Health, MPM 266d, 0984. The drug 
fund described in this document is a composite case for teaching
 
purposes, based on the experience of several drug funds in the 
Northeast.
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effort was maoe 
to sell these items. In spite of strenuous efforts by a
school teacher on the committee to make sense of the records and maintain
capital, tile fund was eventually unable to come up with the 2,000 Baht
needed for the next month's order. The monk entrusted with the money hadonly 1,600 baht at order time. Villagers began to travel 
to other
villaQers with well 
stocked funds to purchase drugs.
 

Such managerial problems are the most serious problemsdrug funds face.!/ While other variables affect fund growth,diversification, profit and success, none is more important than the'
 
quality of management.
 

2.3 Drug Fund Capital 

The capital 
of the 2,955 drug funds covered in the national
 survey, ranyes from 0 to 50.000 Baht. 
The median is 2,000 Baht in the
North, Northeast and South, and 2,550 Baht in the Central 
region (see
Table 5.1). Sixty percent of the drug funds studied by Mahidol
University had capital 
of 1,000 to 4,000 Baht../ The capital of the
case study orug funds is-higherbecause they-are older and more
successful than most. It ranges-from 200 to 90,000 Baht 
 with an average
of 7,500.
 

2.3.1 Initial Capital _ 

The initial capita] provided by the MOPH is small
comparison to what is raised in the communities themselves and 
in
 

particularly in comparison to levelthe of capital attained by the mostsuccessful funds in just two 
or three years of operation. The initial
inventory of drug and medical supplies provided by the Ministry to theVHV ranges in value from 500 to 1,000 Baht. 
 Some of this variation is
traceable to the year in which the stock was provided. The Baht was
devalued in 1981, and the costyof pharmaceuticals increased by more than
50 percent between 19-7-8-when-drug-funds-were4first-started, 
 and1983.1/ Seven to 800 Baht -- in 1983 Baht -- is probably the averagevalue of the initial inventory for drug funds started in the last 18
months.
 

1/ The Mahidol Uni'ersity study reached the 
same conclusion, op. cit,
 

Table 10, p. 44.
 

2/ Calculated from ibid, Table 5, p. 39 
 -

3/ Calculated fro, bank of Thailand, Quarterly Bulletin, Vol. 23, No. 4,
December 1983, p. 90.
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initial capital in the form of drugs or money is
 
sometimes received from otner sources outside the community. For 
example, the Baan Donpin Druc Fund, Tambon Cha Charng, San kamphaenc
 
district, Chiang Mai province received 500 Baht from the District Red 
Cross and 1,000 baht from a local corporation. But such examples are 
few. Most of the initial capital of drug funds is raised from households 
in the villace. 

2.3.2 Sales of Shares 

Capital is raised from households ny sale of shares in 
the fund. Snare prices are set by the management committee. inthe case 
srucy arug funcs, prices range from 10 Baht to 50 Baht a share, and 
shares are owned by 30 to 100 percent of village households. Households 
can own more than one share but an upper limit (for example: of 50 shares 
per housphola or 25 percent- of all shares) is sometimes set by tne 
committee To prevent a single family's taking over the fund. Poor 
families unable to purchase shares are sometimes able to buy shares on 
credit or are provided shares in exchange -for labor contributed to the
 
construction or improvement of the drug fund's store. When share
 
ownership is wioespread and/or multiple- shares are owned by households, 
the amount of capital raised is impressive indeed. Table 5.2 shows share 
prices, share purchases and aggregate capital raised in six case study 
orug funds. The initial capital raised in each community exceeds tne 
amount provided by the Ministry and in the most successful fund is ten 
times as much. 

Differences in village size, wealth (as measured by
 
motorcycle ownership) and share price account for some of tne variazion 
in capital raised in the six villages. The proportion of households
 
purchasing shares also accounts for some but does not correlate strongly
 
with wealth. And in spite of an MOPH incentive of an additional 1,000
 
Baht for any drug fund with share ownership by 80 percent or more
 
households in the village, many highly successful funds with rapid 
capital appreciation have stayed below the threshold. 



Table 5.2
 

Share Purchase Case Study Drug Funds 

Fund Nunmber of %of % of Share Nu,',ber l,,lti.lHouseholds llousehol ds IHouseholds Price of Capita'wi th Purchasing Sha reMotorcycles la isedShares 
 Purchased 

Kuteen, Songhila 75 84% 75% 
 10 BFaht 90 
 900 Haht
Ban Notigbualon, .9%46 801 10 Baht 133 1,330 BahtSi Sa Ket
 

Serdnioi, Chonburi 169 
 47% 
 30% 20 balit 51 1,020 Baht
Ban Jomtevee, 246 37% 90% 10 Blahit 214 2,140 BahtChiang Mai 

Khlong-wa, Songkhla ? 100% 70% 
 50 Baht ? ?
 
Pho Samphao, Chonburi 234 50T, 50% 50 Bait 219 10,950 Bait 

Percentage includes later share purchase as welI 
as initial share purchases.
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Why then do households purchase shares and what explains
 
the variations? Households do not purchase shares in order to purchase
 
orugs from the fund. They are entitled tj purchase dru's without owning 
shares. Nor do households purchase sha:'es, at least initially, in 
anticipation of high profits or even of any profit at all. Tnis was 
apDarent in meetings with drug fund shareholders in-the case studies and
 
is cLrfirmed by tne Mahidol University Study. Only 6 percent of 
shareholders reported expectation of profits as a reason for buvino
 
shares; 71.5 percent reported wanted to help the village have the
 
benefits of a druc fund, and Il percent reported respect for the
 
individuals setting up the fund.! Both responses are measures of 
social obligation and social contract in Thai culture and are stronoest 
in villages which are socially cohesive and sPacially compact. A few 
sharenoIders also report a iow share price as a reason for purchase. 2 / 
Tocether with the social obliiation is an afforaable cost in fulfilling
it. 

Statistically, villages with the highest percentages of 
nouseholds owning drug fund shares are small, with relatively eouitable 
distribution of land ownership and household income and wealth, and have 
drug funcs with low share prices managed by people of relatively modest 
income. They are also villages which have-fewer funds-suporting other 
activity and making social obligation claims on-householas to purchase 
shares. (There is an important Tension in this last finding. The more
 
funds a village has, the better the management of any one of them is, but.
 
the greater tne limit on households' ability financially To contribute
 
and participate in them. This is one of the arguments in favor of the
 
multipurpose mocels, to be elaborated further in Chapter 6.)
 

Social obligation and village cohesion are central to
 
other ways of augmenting drug fund capital. All households in the 
village may be asked to contribute a small amount To the fund -- not for 
share purchase but as an outright donation for the common good. 
Households in Baan Donpin village, Tambon Charcharng, San Kamphaeng 
district, Chiang hai province contributed 5 Baht.each to the drug fund 

1/ Mahidol Universit.y, or. cit, Table 33, p. 67 

2/ ibid, 7 percent reported low price as a. reason.for.-share-purchase. 
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for a total 
of 805 Baht - more than the value of initial drug inventorytromr the M1OPH. Villaaers in Nok Ten in Ubon province held a village fair
with sale of food and drink, a raffle of 10 kilos of rice, and a dance.The fair raised 5,000 Baht -- 10 times of the initial inventory from the

Iini stry./ 

Social obligation is the main reason for initial 
share
purchase and other contributions, but high profit is the main reason for
subsequent share purchase and for the dramatic variation in 
amount of
drug fund capital. A good example is tne Pho Samphao Drug Fund in
Cnonburi province -- a fund for which reasonably good records are
available. The initial 
share purchase at the beginning of 1981, as shown
in Table E.2, was 219 shares with a total 
share of 10,950 Baht. In
January 1982 shareholders received profit distributions of 43 Baht per
share -- an annual return of 86 percent. in January "1983 they received
25.49 Baht per share -- an annual return of 50.8 percent. households may
purch' e additional shares once 
a 
year just after profit distributions.Since January of 1982, the Pho Samphao drug fund has sold 321 
additional
 snares with a total 
value of 1E,050 Baht, more than doubling the initial

capital raised from households in the village.
 

2.4 Drug Fund Profits
 

The Pho Samphao Drug Fund is profitable because it is well
managed, well 
stocked, and able to undersell the private market and
compete successfully with public sector alternatives. It also now sells
to households in other villages. 
Most important, it has diversified its
 sources 
of income by selling other goods in addition to drugs and medical
supplies. 
 This pattern is typical of successful drug funds.
 

2.4.1 Drug Supoly and Pricing Policy 

The drug funds receive resupplies of pharmaceuticals by
ordering f-r the Government Pharmaceutical Organization 'GPO) whichmaintains stock at each provinc-ial-health office. The provincial health
 
office receives and fills the orders for the drug fttnds-in the province.
It also supplies district health offices and sub-district health
 centers. The system appears to work quite well 
if orders are.timely and
 money is available to pay for them; 95 percent of case -study drug funds
 

1/ Yongyut Kajornpadungkiti, 
"The Fate of Nok Ten's Drug Cooperative,"

oD. cit, p. 4.
 



restock in this fashion. Some report aelays in obtaining resupplies of
 
some or all items with consequent drop in sales and confidence. Thirty
 
percent of the arug funds studies by Mahiaol University reported supply 
problems.!/ But these problems may be equally traceable to poor record 
keeping, late oroers, and systems of inventory control that are 
insensitive to market signals; 53 percent of funds studied by Mahidol 
reported problems in keeping their accounts in order and up-to-date?/ 

kesupply through the private sector might be more prbmpt 
and certainly would offer a far broaaer range of-pharmaceutical 
preparations. This might be a marketing advantage for-the funds, though
it is less obviously desirable in public health terms. But the real 
;rdvantaae of the GPO system for the profizability of drug funds is its 
Pricing policy. The 'UPC,supplies drug funds at prices 30 percent below 
the uroar retail prices of the laroely ceneric arups which the drug funds 
sell. Thus while the funds .offer fewer druos than are available in the 
private market or in district or provincial hospitals, they have a 
three-fold advantaqe irLpricing and marketing.. Generics supplied by the 
GPO are cheaper than name brands, the mark-up is based on urban prices 
because the GPO absorbs-transportation costs, and travel costs of ­
consumers are lower because the drug funds are closer tnar most public or 
private alternatives. 

Reduced travel costs may be the biggest aavantage the 
drug funds have and the most important economic benefit Zhey offer 
consumers. A study of villages in the Kranuan district of Khon Kaen 
province, prior to establishment of drug funds, showed that travel costs 
to purchase druos from the district hospital were more than twice the 

3/ 
cost of drucs the travelers bought._ many of the successful drug
 
funds analyzed in the case studies are distant from alternative sources. 
Forty-three percent of consumers interviewed in the Mahidol University 
study reported buying from the drug fund because it was-ciose; 32 percent 
also citec good Quality and iow price.4/ 

"i/Mahidol University, or. cit. , Table-16,..p. 50. 

2/ 	Ibid, Table 18, p. 52
 

3/ 	 Kraisid Tontisirin and Yongyut fajornpadungkitti,."Medical 
Cooperatives" (mirreo, NESDB,. 1981), pp. 19-20. 

4/ 	Maiidol University, op. cit., Table 35, p. 69.
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With these advantages, most drug funds are able to sell
 
competitively at the full 30 percent mark-up, and more than 85 percent of 
drug funds in the national survey reported making profits. The evidence 
from the case studies and from the Mlahidol University study is that some
 
arug funds make modest profits while others make high profits. Average 
are misleading. Of the 22 drug funds analyzed in the case studies, 2 had 
failed and decapi tbted.---T-reported:no- profi. -9-:reported profits below 10 
percent, and 10 are successful- with profis--over 30 percent. (Of 100 
drug funds evaluated in.the Mahidol. Univerity study, 23. were found to be 
in trouble, 49 were modestly successful and 23 were highly 
successful .!/) 

Inventory -turnoverand rates-ofp-rofit-in the successful
 
funds are much ,igherthanthe-averages would-suggest. In 1982, the Pho
 
Samphao druc fund. for example, had a gross profit of 172 percent of
 
which 50 percent went to shareholders, 30 percent to fund capita' and 20
 
percent to fund managers. (Inanother :ase study drug fund, the
 
distribution was 20"percent; 75 perceYL nd 15 percent respectively.)
The Pho Samphao fund has been-a le-to sell =drugs --to households in- other 
villages and is now serving a t,)tal of-ten villages. --This is part of the 
explanation of its success.
 

2.4.2 Sale of Other Goods .... 

Another major component in the success of the Pho Samphao

fund and others like it is sale of other goods. The drug fund becomes a
 
store selling basic consumers and producers' goods, some luxury items and
 
in one case even includes-a-barber-shop. People coming for drugs buy
 
other things. People shopping for other things buy drugs. Goods sold
 
include soap, salt, sugar, onions, fish sauce, dried chilli, tooth
 
brushes, detergents, animal feeds, fertilizer, paper goods, weaning and
 
supplemental foods, ORS packets, whisky, beer, soft drinks, clothing and
 
cigarettes. Not a-ll drug funds selli-ngg-other:oos--sell:z-?his-broad a
 
range. The broadest range is available in the Changhan "multipurpose
 
fund" in oi-et.
 

1/ Calculated from Mahidol University, or. cit., Table 9, p.-43.
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Profit margins or these items vary amonq items and from
 
place to place. The Pno Samphao fund reported highest profits on whisky
 
and cigarettes. If most of these items are available in local stores,
 
the drug funds do not have the same marketing aavantages in reduced
 
travel costs or prices that they do in the case of pharmaceuticals except
 
where the druo funds are more centrally located and/or more efficient and 
timely in restocking the most popular and nigh profit items. But the
 
drug funds retain two advantages in selling other goods -.
,hich enable them 
to compete with local stores. If there is no other nearby source of 
drugs people will buy drugs from the--fund and-once-there -itis and likely 
that they will buy other items if the~perceived quality-ofthese items is 
at least equal to that of other-sellers and the price no higher. Second, 
if buyers are shareholders it is in their interest-tobuy-other goods-­
just as it is to buy drugs from the fund. Potential profit distributions 
effectively reouce the prices they pay. Finally for those gooos not 
avaf'able from other local sources, the drug funds enjoy an absolute 
advantage equal to the average-travel- costs -to alternate sellers, and can 
price and profit accordingly.---- -

For all these reasons, there .are high correlations 
between drug funds' profits and the diversity of other goods they sell, 
and between profit and capital appreciation. Whether ail of this is 
important for the objectives of primary health care depends on how the 
profit and capital are used and on the equity and service consequences of 
fund operations. 

2.5 Drug Fund Services, Benefits and Prosoects
 

Village drug funds can be important and effective instruments 
for financing and facilitatingPHC when they provide basic 
pharmaceuticals at afforaabie prices; reduce abuse of pharmaceuticals, 
serve a high proportion of households; and are eouitable,. in operations 
while maintaining viability, profitability, growth anu diversification. 
By many of these measures, drug funas in Thailand are successful. Some 
funds are successful by all of these measures, and hi ghiy-successful 
funds are found in all regions--of the country. 

2.5.1 Drug Supoly and Prices 

When drug funds can at a minimum maintaining capital and 
inventory and restock without interruptions -in-supply they provide a 
service potentially important for PHC, and umambiguously important for 
the economic welfare of village households. 
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Prices of pharmaceuticals are reduced not only because 
the funds sell mainly generic preparations but because travel and
 
opportunity costs are reduced--sometimes dramatically so. Several
 
studies show that average .travel.costs.-to. district and provincial
hospitals -- when these are the alternate-sources in the absence of a 
drug fund --;are higher than. the average .cost of the pharmaceuticals.
purchased per visit or even per month per household._ hle total cost 
of pharmaceuticals in these- cases is.thus. effectively reduced by half or 
more; for example, by two-_thirds in the villages covered in the Khon Kaen
 
study.2_/ The savings are highest for the more remote villages, and if
 
these villagesare alsQ the-poorest-.and-least advantaged, the existense
 
of a minimally functioning drug fund is an important innovation in equity
 
terms if it does nothing more than reduce prices by this extent.
 

That this reduction might also have positive health
 
consequence is clear..Jrom -the _fact___that-more.than.a.third of average

rural household expenditures for health are for pha/aceuticals.!/ 
With a functioning drug fund, more money is available for consultations
 
or other medical expenditures which are needed but which -- without the
 
fund--.- houscholds could not have-afforded or would..not. have-made.. 

2.5.2 Abuse of Pharmaceuticals 

There is, of course, the possibility that a reduction in
 
prices will increase_.abuse-of pharmaceuticals by encouraging
 
over-consumption or unnecessary consumption by some households. Critics
 
of the drug funds worry about this possibility. Drugs sold in district
 
or provincial nospitals even if more expensive, are at least dispensed
 
with diagnosis and advice of qualified health professionals.
 

But high prices, coupled with availability of drugs from
 
private sellers, may be equally or more condusive to abuse. Patients
 
reluctant to purchase a complete dosage of antibiotics may buy only a few
 
pills, or if they buy the complete dosage may take only a few and save
 
the r-est for another illness because the travel costs for a-refill are so 
high. Preparations obtained from private sellers may be worthless, 
dangerous and indiscriminately mixed, and/or not taken in correct dosage. 

1/ See, for example, NSO, Socio-economic Survey, 1981-82.
 

2/ Kraisid and Yongyut, op. cit.
 

3/ Calculated from: NSO, ov. cit.
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The drugs funds are stocked with an "essential drugs"

inventory. Dangerous and worthless drugs are excluded. Preparations

requiring diagnostic sophistication and careful monitoring are available 
at next steps in the referral structure, at the sub-district health
 
centers and district and provincial hospitals. 

Inthe end, much depends on the involvement, commitment,
 
training and competence of the VHVs. VHVs are members of the management
 
committee in more than 90 percent of the drug funds studied in the
 
national survey. In the most successful drug funds covered in the case
 
studies, the VHV's are de facto managers, devoting up to full time to
 
fund operations particularly t o the sale of drugs.
 

The study did not attempt to assess the quality of
 
advice, diagnoses, or referal decisions of VHVs, or measure decrease or
 
increase in abuse of pharmaceuticals resulting from drug fund
 
operations. But when the VHV is well trained, careful, and conscientious
 
the benefits from reduced prices and the "essential drugs' inventory
 
probably far outweigh the negatives. These are issues which need more
 
study and which raise, again, the question of whether more training and
 
social preparation preceeding the establishment of drug funds are not
 
needed.
 

2.5.3 Households Served
 

Drug funds which stay viable and well stocked serve a
 
high proportion of village households. An average of more than 80 
percent of households are served by the case study drug funds and most of 
these funds sell to households in other villaaes as well. The proportion
of households served varies directly with the age of the fund, 
compensation of fund managers and widespread ownership of farm land and 
inversely with village size and use of fund capital to make household 
loans. Except for the funds making loans, the operations of drug funds 
appear neutral on average in equity terms, that is,the households 
purchasing shares and receiving profit distributions (ifany) are 
statistically indistinguishabie from households buying from the fund, 
even though more households buy than own shares. Where the disparity is 
large; for example, when 80 percent buy, but shares are owned by the most 
wealthy 30 percent of households, the immediate consequences are not 
necessarily inequitable since capital raised fro. the wealthy lowers the 
cost of essential goods for all. In the longer run, however, high
 
profits and limited share ownership will concentrate income and wealth.
 
This is undoubtedly one reason why the MOPH offers an incentive for share 
ownership by 70 or 80 percent of households. And many durg funds have
 
reached or exceeded these levels.
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2._.4 Diversification of Services 

Drug funds are the most diversified of PHC funds in both 
sources of income and services provided to households. Diversification
 
of income sources increases profits and fund capital. Increased profits 
and capital, in turn, a-re associated with diversification of services and
 
with compensation of managers.
 

In the national .survey, drug funds with diversified­
services were most active in nutrition (e.g. 43.8 percent of drug funds
 
in the Northeast)., -second, in water and sanitation (e.g. 31 percent-of
 
drug funds in the Central region) and lastly in agriculture and other
 
community development (e.g. 12 percent in the Northeast and 11 percent in
 
the Ccntra' region). Drug funds in the Northeast are the most
 
diversifiec in the services they provide; drug funds in the South the
 
least (See Table.5.1)... .. 

In many cases, diversification of services is identical 
with diversification of income sources. Drug funds selling weaning
 
foocs, seeds and fertilizer are providing services in nutrition and
 
agriculture and if prices and/or travel costs are thereby reduced and
 

-quality-is equal or better,-the benefits to households are real 
and
 
significant.
 

In other cases, the diversification of services goes
 
beyond sale of other goods. For example, the Ban Nong Bua Lon Drug Fund
 
in Si Sa Ket province subsidies the sale of supplemental food to
 
households with malnurished children and makes loans to households for
 
sanitation improvements and other purposes. Subsidizing the sale of
 
supplemental foods clearly has positive distributional and eouity 
consequences. But as will be clear in the analysis of sanitation funds,
 
household loans tend to reduce the proportion of households receiving 
services and favor the wealthier households. Still, with diversification
 
of both income sources and services, various and complex cross-subsidies 
with equity consequences impossible to predict in a cross-sectoral
 
analysis undoubtedly occur.-:-At-a minimum, diversification indicates real
 
community influence on fund- operations, and fund -managers-sensitive to
 
community interests--and to opportinities for increasing fund profits and 
capital.
 

2.6 Summary: Prospects and Problems------.
 

Drug funds are-now established in 33 percent of villages in
 
Thailand and because many sell to households in other villages, effective
 
coverage extends to a portion of 50 to 60 percent of the rural population.
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Drug funds are the most successful of PHC funds by measures of 
viability, profitability, capital appreciation, diversification of income 
sources and services, and proportions of households contributing to and 
benefiting from fund activities. Because the capital raised from local 
sources usually exceeds the government contribution and because fund 
management is contributed on a voluntary basis or is paid out of fund
 
operations a drug fund is a cost effective inniovation for delivery of 
basic PHC commodities. Drug fund failures are relatively few. 
Government resources are at least. matched- by. community resources in those 
funds which just stay even and are multiplied-many. folds in funds with 
capital appreciation,--In either case no additional government capital i. 
needed. The funds are self sustaining thereafter. There are incremental 
recurrent costs to the GPO as the drug fund spread. The study did not 
attempt to measure or analyze these custs. But it is probable that they 
are lower than the costs of alternative government schemes for provision
 
of basic pharmaceuticals to rural households.-

Funds which grow rapidly-are potentially the most cost-effective
 
and also serve as a mechanism for transfer of a portion of general 
consumption and iovestment expenditures to the. maintenance and support of 
PHC services. (The transfer may, of course, go the other way -- an issue 
which will be analyzed in the.second phase of-the.study.)..-Rapid growth 
of the case study drug funds is correlated with diversification of income 
sources -- primarily the sale of consumers and producers goods -- with 
payment of fund managers, and with the quality of fund management. 

The case study instruments asked Tambon Health Officers, fund
 
managers, shareholders and clients to rank the success of the fund on a
 
four point scale. interviewers ranked the fund on the samescale. 
Success is correlated with the same variables as-rapid growth and with 
perceived need for a drug fund in the-village and with village
 
characteristics such as small size, equitable land holding and relative 
isolation.
 

Successful drug funds are nonetheless fournd in villages without
 
these characteristics and also in all-regions of the country. Demand for
 
pharmaceuticals is consistentacross regions as is the potential for the
 
substantial reduction of.opportunity.-costs which-give the funds a market
 
advantage condusive to success. All of this, plus the demonstrated 
ability to diversify income-:-ources-and-.services makes-the-drug funds the 
better base than nutrition or sanitation funds for evolutionar' 
development of multipurpose PHC funds. 

Problems persist which merit government attention and 
intervention and further study. These include problems of management,

training, social preparation, opportunity costs, and the possibility that
 
.me drug funds may increase rather than reduce abuse of pharmaceuticals
and divert capital away from rather than in support of PHC activities. 
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3. Nutrition Funds 

Nutrition funds are the second most widespread of PHC funds, 
accounting for 1,138 or 25 percent of the 4,631 PHC funds-covered in the 
national survey. They are located primarily in the Northeast (45 percent 
of the national survey nutrition funds) and in the North (39 percent)-. 
Although there are regional variations, there are some common 
characteristics and problems. Nutrition funds tend to be located in 
smaller, poorer villages, except-in the Central-.region.... Tne-funds are 
established to finance PHC interventions -- including nutrition-­
surveillance, supplemental feeding and nutrition education -- which are 
currently important, but which will diminish in importance with the 
success of the funds and with econcrni :-aTd socia'-development;-. Thus the 
duration of their activities is variable and uncertain from village to 
village -- particularly compared to drug funds or even sanitation funds 
where need and demand are more consistent, predictable and long term.
 
This, together with the nature and structure-of-their activities, leaves.
 
the nutrition funds vulnerable-financially. They .have. -little .financial 

.. asis for profitabilityor-capital appreciation..- As a result,. the-most-. 
successful nutrition- funds- by--PHC.-criteria are- just-ho.lding.their own,. 

-are-heavily dependent--on--labor-contribut:ions of---women,_andorare slowly 
decapitalizing. Conversely, the most profitable of nutrition funds are 
often the least active in reducing malnutrition and the least successful 
by other PHO criteria. 

Yet the nutrition funds finance and provide important PHC services 
with positive equity consequences. When serious malnutrition exists, 
nutrition interventions should not be constrained by lack of capital. 
Sanitation improvements can wait and be rationed by interest rates-or--­
waiting lists.- Nutrition irnterventions--shoud--not-. - Tnus-there is an 
argument either for continued subsidy of nutrition funds by the MOPH, or 
for incorporation of nutrition activities into multi-purpose funds able 
to generate and sustain high levels of.capi-taLand capital- growth from 
multiple sources of income. 

3.1 Aoe and Oricin-of Nutrition Funds 

Most nutrition funds have, been in op~ration for only a year or 
less. (See Table 5.3.) The oldest funds are in the Northeast and the 
North. The median aoe of nutrition funds covered in the-national survey 
in the South is only 9 months - and--in- the -Central 5 months--. For thi s 
reason, statistical nalysis of the national survey data concentrated on 

=funds ! 6 months in operation in the Northeast (n 514) and North 
(n= 299). Tne case study nutrition funds (n = 29) have been in
 
operation for an average of 17-18 months with a range of 10 to 47 
months. They are among the most successful of nutrition funds. Their 
characteristics and problems-are. probably the best that can be expected 
of the newer funds, as they are currently structured. 



Re
lo 

Relion 

tint it 

n1299 

(- 6 ,10111i15) 

Ilortheostn-5 14 

( 6 iunithn) 

-otrl 

1'94 

SuthD 

ilottIsnt-299 
( --6 m tlm:s)
 

lit,t henqt 

( 6 m,,o,,tl,) 

r:.,-t r n! 

(nil) 

(a2.0 

(ni 


Table 5.3: Characteristics of Nutrition Funds
 

7 itd Fu, 7 ri' mo,n il~n i i, 1 ,d. n Xmar ft F l , %eor rn d r 74 ati Olipt i o~Rf l t t1,o F d, % nC lmmldo.ncdt- naCo , - IIr.tIn.Hoo~l %Profitableof of rundn 7I; r Othert X(!oftipFund;, l ht .11 6 pint . AF, Ift Fumid. SPJ II it,l t hlFunrie'7. 011ppel-nitF I !V(titX of FundR 
!VIV'rn i .np, Cniltnl IloithCmnntnee, Inncrs in Othm-r Irn omq Contrlbut- Sharet'Gnt Sources Ing I.nfhorGood" Purchased 
 cotribu­

o t etion
 

...
 
78.3 4.0 3.0 9.0 

5.4 2,999 9 
48.1 3.7 :
 

81.0 17.0 2,999 10 41.2 6.0 9.0 50.0 22.2 68.0 

55.3 
 55.0 3,498 
 5 61.0 3.0 19.0 34.0 49.0 17.0 

82.4 I6.5 3,0(13 9 51.8 3.5 2.4 38.5 23.5 


2 of Funds 7. of r111n X of X of rindn I of Funda % o odtn-2l tim With line)y Ioun.lomdq o" F ,:da Average . of VIllngeAttlve in Active in Active m, S11ulrtimmgInkad I i Viliige liommehioldiiCootribu- IDellefitimg Doig Ari- Wnter nldm
Comtribur Itio Other Populneon with
S pply culture Snmitntlon Commn Ity
tion El
fDevelop-•
 

4'.8 
 19.4 
 39.0 21.0 42.5 
 22.0 5.0 1'1f.6 37.0 

41.8 25.0 
 48.9 17.0 249.0 23.0 
 11.0 761 ,
 
36.0 


12.0 31.o 31.0 39.0 24.0
___._0 32.0 9.0 1.356 
 75.0 

2-05
2.0 27.0 38.5 21.0 22.4 1.3 
 41.0 1,002 .0 
, 

3..4 l)! 

CD
 

Averege Ilumer 
of Stores per 

Villnge 

6 

3 

iI.A. 

I 
,­



_91 ­

iost nutrition funds have been established at MOPH initiative. 
The Ministry supplies initial capital in the form of food stuffs and food 
processing equipment and packaging equipment with an approximate value of
 
3,000 Baht. There is also social preparation and some training in
 
production and packaging of weaning mixes and other supplemental foods.
 
Fund managers and tambon health officers interviewed in the case studies
 
cited MOPH initiative as the most important factor in establishment-of
 
the nutrition fund (in85 percent of the cases), followed by perceived

need for nutrition activity in the village (37 to 40 percent),
 
familiarity with other successful funds (37 to 38 percent) and training

(27 to 26 percent). 

Two of the case study nutrition funds were set up at local
 
initiative with help from the Tambon Health Officer. One in Ban Seou,
 
Si Sa Ket province was establsihed because village perceived acute 
problems of child malnutrition. The other, in Cha Choeng Sao province
 
was established more as an income gernerating scheme. The fund sells
 
supplemental food packets to the provincial health office and other
 
villages. The capital thus obtained is used to make sanitation loans.
 
Both funds show local initiative and control but quite different 
perceptions of PHC priorities, and use of the same institutional 
mechanism and initial capital to quite different ends. This variation is 
seen in nutrition funds set up at government initiative as well. 

3.2 Nutrition Fund Managemep,.. 

Managers and management of the nutrition funds differ in
 
important ways f;om drug and sanitatinn funds. Like the other PHC funds
 
management is by committee, and the must successful funds are those with
 
highly dedicaied and effective managers.
 

3.2.1 Characteristics of Managers
 

The managers of the nutrition funds are somewhat less
 
prominent and less wealthy,-younger, and more often women than the 
managers of drug ' nd.. In the case study nutrition funds, the managers 
are 58 percent male, with an average age of 37 and average household 
income of 40,000 Baht per year. The managers were ejected in more than 
90 percent of the cases, the highest proportion-of all PHC funds, and 
they serve for unlimited terms with very little turnover. VHVs are on 
the management committee of 78 to 82 Dercent of the nutrition funds 
covered in the national survey except in the Central region where the 
proportion is 55 percent. (See Table 5.3). -­
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3.2.2 Patterns of Management
 

The various responsibilities are divided among nutrition
 
funds committee members in the same fashion as the drug fund committees.
 
However, in the successful nutrition funds, the key roles including

leadership, motivation,, food processing, ..packaging and sales are played
by women. Six of the most successful case study nutrition funds -- Ban 
Seou, Si Sa Ket; Klongnumsai, Prachinburi; Ban Kuteen, Songkhla; Ban Phu 
Kao Thong, Narathiwat; Ban Or and Ban Erm, Lampang -- have management
committee consisting primarily of members of the village's housewives 
group. Performance of funds with strong housewives group involvement is 
uniformly good. Other case study nutrition funds are successful because, 
although the management committees are still overwhelmingly male, the 
housewives groups have effectively taken over the critical fund 
operations, for example Kaolarn in Songkhla province. Two case study

nutrition funds with all male management committees and no housewives
 
group involvement have failed.
 

Good management, of course, is more than gender. In
 
nutrition funds, it consists of motivating families with malnourished
 
children to participate, to weigh their children and improve their
 
diets. Above all it means contributing labor to the fund and encouraging
others to 0o so. None of the managers of the case study nutrition funds
 
is full time and only 4 percent reported that their responsibilities
interfered with their regular occupations. Yet most contribute
 
significant labor, foregoing leisure to subsidize the fund. inother
 
cases, the more time-consuming functions are taken over by women not on
 
the committee and the fund is subsidized by them. In all cases good
 
management is associated with large contributions of labor and raw
 
materials, but not necessarily with profit or capital accumulation. Good
 
record keeping and accounting is more likely in villages with other 
successful funds -- good management by these measures is cumulative -­
but the nutrition funas are not as sensitive to financial record keeping 
as other funds because they aepend so much on contributed labor. They 
are sensitive to the role played by -the Tambon health officer. An active 
health officer who supports nutrition surveillance arid other fund 
activities can salvage a fund thatimight otherwise have failed. For 
example, a nutrition fund in Yan Sur, Satoon province -- in a Muslim 
community with a management committee consisting entirely of men -- is
 
strongly supported by the Tambon health-officer who.isa woman and a 
trained midwife. The fund is a success. When the health officer is 
inactive, a fund is more likely to fail. 
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3.2.3 ComDensation of Managers
 

Few nutrition funds compensate managers or others involved 
in fund activities and most of the compensation that is provided in kind,

for example, free or subsidized food packets and soy mill. in the
 
national survey, 17 percent of funds in the Northeast reported

compensation, 16.5 percent in-the South and 5 percent in the North.

Central is the exception at 55 percent but the median age of the 94
nutrition funds analyzed. there is only 5 months. It is doubtful that the
proportion of managers-compensated will remain that high. (See


.Table 5.3.) Three of the case study nutrition funds provide in kind 
compensation to committee members. 
Seven make monthly payments to

workers and others involved in fund activities-of from 10-900 Baht but
much of this is purchase of ingredients- rice, beans,- fish, etc., for 
preparation of food packets. Statistical analysis of the national survey
shows positive but weak associations between compensation of managers and
fund profits and the percentage of households served in the Central
Region and the South.. No associations were found in the North and the 
relationships were inverse in the Northeast.
 

3.3 Nutrition Fund Capital 

The median capital of the nutrition funds analyzed in the
 
national survey was 3,000 Baht in all regions except the Central where 
the median was 3,500 Baht. (See Table 5.3.) The case study funds ranged

from capital 
of less than 100 Baht to 8,000 Baht with an average of 2,100

Baht. (These last numbers are "cash on 
hand" and do not include the
 
value of inventory and equipment.) The fact that the older case study

funds do not on average show capital appreciation and may instead show 
some decapitalization is fully consistent with their being successful 
funds. Such is the characteristic of nutrition funds.
 

The initial capital from the MOPH, valued at 3,000 Baht, issupplemented by share purchases and other contributions- from households.
Share prices are low, ranging in the case study nutrition funds from 10 
to 50 Baht -- the median nationally-/is-close to 10 Baht. Shares were
purchased by an average of 60 percent of households 'in -the case study
villages, with an average of 100 shares -sold,-or l.4 shares per household
buying. The average capital raised from sale of shares in the case study
nutrition funds is 2,000 Baht. Share purchase reported by funds analyzed
in the national survey was lower and varied considerably by region (see
Table 5.3). There is much less variation, however, in the percentage of
households making some kind of contribution - purchasing shares, donating 
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labor, materials or cash separate from share purchase. The aggregate for 
the North and Northeast -- regions with the most and oldest nutrition 
funas -- averaged 48-50 percent. Households purchase shares not out of 
an expectation of profit but rather out of social obligation,
particularly respect for the Tambon health officer when she or he is 
active in monitoring and explaining, problems of child malnutrition and in 
promoting the fund. It is not necessary to own shares to get fund
 
services but contributi-os-of-- abor -and/or--raw materialsare usually 
requi red.
 

3.4 Nutrition Fund Profits--and-Viability­

.- Nutrition funds--have:ob_,ious.- problems---of, v-i ab ility--,-o.f_, simpLIly__ 
maintaining caDital. Threy have-limited--opportunities for increasing it 
which do not conflict or distract them from their basic mission. Very
few are highly profitable and many that are,-are no longer financing PHC 
activities in nutrition-.- i-n the national survey, "profitability" rancged 
from a high of 61% in the Central region to a low of 41% in the Northeast 
'(see Table 5.3). However, -in-post interview pretests-it-was clear that
"profitability" in this instance was unaerstood as not loosing money.
Further, the percentage of..funds reported profitable goes down with 
median age. Of the 29 case study nutrition funds, 6are highly
profitable, 4 are rap.idl.y. decap-ltal-izi.ngor..have.,ai-led and 19 -are 
holding their own or aecapial.izing slowly. 

In the national survey, it.is clear that nutrition funds depend

for their viability on -household contributions-of labor, raw materials
 
and cash whether for share purchase or otherwise. Disaggregated
 
contributions by regions are shown in Table 5.3. Particularly impressive 
are labor and raw material contributions in the Northeast and the North. 
Iost of tha labor is contributed by women. ?Iost of the fooo stuffs 
contributed are grown -- in large part.- by women.- Share purchase and 
money contributions are more important for a larger portion of funds in 
the Central region and the South. Few of the nutrition funds analyzed in 
the national survey report selling other goods (6% in the Northeast, 3%
 
elsewhere); and few report _sourceQs._of__.nome -other -than _sa.le of food 
packets, snack foods, soy milk, etc.'- (19- percent in the Central, 9% in 
the North and the. Northeast -and- 2% in.the South_.),.._.See .Tab]e-5.3.). 

Four case study nutrition- funds -make -sub-stantial profits selling 
food packets These funds are found in villages with little or no 
malnutrition, in other words,- well-t6d&-vilages.--The capital growth of 
these nutrition funds is explained by the fact that these villages were 
chosen or naturally emerged as supplementary food suppliers to villages
 
without nutrition funds and to -MOPH-healthcenters and hospitals. Three 
examples are the nutrition funds at Baan Khao Laam, Thung Wang
sub-district, Muang district, Songkhla province; Baan Tia Lad Tai, Tha 
Tharn sub-district, Phanom Sarakham district, Cha Choeng Sao province, 
and at Baan Non Toan villagE, Tha Song Khon sub-district, Muang district, 
Maha Sarakham province. 
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One case study nutrition fund in Ban Sri Don Chai, Mae Hong Sonprovince had an annual profit of 131 percent and shows rapid capitalappreciation earned by finance, production and sale of garlic. 
 Another
fund in hong Jan, Buriram province has a profit of 74 percent per yearearned by loaning its capital at an average iiiterest rate of 60" peryear. Finance of agricultural production and provision of rural credit are important activities. But they are not primary health care and their
health consequences are indirect and eventual 
at best.
 

The remaining 19 case study nutrition funds stay even or are

decapitalizino slowly. 
They are unable to make enough by selling
prepared-foois-- even when. healthy adults develop:ataste.-for-:them and -u them--t-incease or maintain capital -- to: cOve-rthe - deo ree of
subsidy they provide in their pricing of fund packets for malnourished
children. 
Some have become inactiveor less active than thc prevalence
of malnutrition would require in order -to--preserve--capital:- In two
sub-districts in the North, Tambon health officers are simply holding the
capital, leaving the funds inactive, because the Provincial Health
Officer has told the, they will 
be held accountable for any
decapitalization. -Funds which remain activedepend- for-their survival oncontinuing household contributions- particularly the labor of-women, andoccasional additional support,_-such .-food stuffs ­ from the MOPH.
 

3.5 Nutrition Fund Services-, -Benefits-and -Prospects-----

The nutrition funds finance important PHC services under highly
constrained circumstances. They serve and subsidize services for the
 poor without widely marketable products or other income-sources adequate
to support this activity. 
 The funds that have solved the income problem
have by and large given up providing the services. The surprise is not
that the nutrition funds in trouble.are The surprise is that they wc:k
and persist as well as they do.
 

3.5.1 Fund Services
 

Nutrition funds support weighing of children under 5 years­of age -every three months.- They produce and subsidize supplemental fo6dpackets for the malnourished, with beans--and rice (or-fish and rice inparts of the South) grown by the Agricultural Youth Group, or contributedby participating households or purchased. 
Some funds also produce soy
bean milk for the malnourished and -for-sale to-vi--la-ge day care centersand schoois. The need for these services- in 1981 was evident in theprevalence of malnutrition among pre-school children.--4-See Table 5.4).By 1984, the situation haa improved, with particularly dramaticreductions in the prevalence of third degree malnutrition. (See
Table 5.5). Some of the improvement inthe North and Northeast is
undoubtedly due to the nutrition funds. 
But the fact that there was also
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improvement in the Central region and the South where nutrition funds are 
new and not widespread, together with the fact that malnutrition is still 
most prevalent in the Northeast where the funds are oldest and most 
numerous, indicates that.levels of social and economic development over 
the three years have had. an.impact.as.wefl....Thi..ilustrates the 
uncertainty the nutrition funds face..about how-long.their services will 
be needed. Many have maae plans to diversify into other activities -as 
the need drops and some have-diversified already,-


Table 5.4
 

Nutri ti on .Surveil-iance-of.--Preschoo-l-{--hi-ldren-_ --.--
March 1981 

-j_____Nutrition Status {%) 
- Preschool Fgirst Degree._Secono..Dearee_ Third Degree 

Region Children Normal I Malnutrition Malnutrition Malnutri'tio, 

Northeast 434,090 188,160 .- _7170,442 - 65,635 9,853 
43.35 39.26 15.32 2.27 

North 68,693 32,208 25,370 9,361 1,754 
C A6.89 36.93 13.63 2.55 

South 65,575 35,142 21,826 7,380 1,227C 53.59 35.28 11.25 1.87 

Central 71,530 43,097 21,624 5,859 950
 
60.25 30.23 8.19 1.33
 

East- 32,009 19,090 9,349 2,930 640 
Central 5S.64 29.21 9.15 2.00 

Tozal 671,89Y _317 ,697 248,611 1 91TT65 14,424 
_ _47.28 37.00 __13.57 2.15 
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Table 5.5 
Nutrition Surveillance of Preschool children
 

January 1984
 

.... Nutrition Status (%)

Preschool FTirst Degree I Second Degree ihird Degree

Region Children Normal Malnutrition j Malnutrition Malnutrition 

Northeast! 580,352 56.18 34.35 8.11 1.36
 

North 250,974 70.41 24.76 4.46. 0.38
 

South 151,064 65.39 27.71 6.37 
 0.52
 

Central 189,317 77.10 20.64 2.15 0.11
 

East- 98,686 76.39 20.25 3.07 0.29
 
Central
 

Tc al 1,270,393 64.77 28.53 5.90 
 0.80
 

Source: Nutrition Division, Ministry of Public Health.
 

The national survey confirms that there has already been 
some diversification of-.nutrition-fund-services (see Table_5.3) but the
evidence 'rorm the case studies is that the nev; activity has replaced the 
nutrition activity before the need for it has ended. 
Nutrition activity
has ceen repl aced-by--f-inance- agri cu1t~a proc.ion, loans forirri gati on improvementsTsal e of drugs;---or-saiiitati on-l-oans .--
Diversi ficati on --after---nutriti on -problems: ha re been -.reduced._is. desirable. 
Beforehand it is not. 

3.5.2 Households Served.
 

Nutrition -funds -- for all their problems -- serve a 
high proportion of villaae households. This is largely because mothers
 
with malnourished children are willing and able to contribute labor or
 
raw materials to the fund and thereby receive fund services, parzicularly

subsidized supplemental food packets, free to third degree malnourished
 
children and below cost for second and sometimes first degree children.
 
Whether the opportunity cost of the labor contributed is less or more
 
than the value of the supplements obtained cannot be determined.
 
Economies of scale and MOPH subsidies probably may make fund "Prices"
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more attractive; and more households contribute than benefit thereby

enabling the funds to reduce "prices" -- in labor time and/or Baht -­
still further. The percentage of households benefiting from the 
nutrition funds analyzed in the national survey ranged from 43 percent in 
the Northeast to 31 percent in the Central region. Households 
contributing ranged from 50--percent--in--the--Northeast- to--34 -percent in 
Central regi on (see Tabl e:5.3).:-The -percentaoe-of-househol ds benefi ti ng

-f-rom- case -study nutri ti on-fund--servi ces-avera aes--48- percent-,-- the--­
percentae -.contributinc;60:-percent.
 

3.6 Summary:. Problems and Prospects 

--..- -The nutrition funds--are-.es-tabl-.i-she--to-pro-vide-.-=ft. calPHC.. 
services For which there-is-evident-nee-and hi-ah-deman-(-implicit in the 
labor contributions made)--- Most.of__the.:utrition funds.-are new. 
onlusions must therefore be tentative-.- Nonetheless;-a--few points seem 

clear. The nutrition-funds have -been effective in mobilizing community
 
resources -- mainly labor -- for PHC activities in nutrition. This is
 
because they offer recuced-pri-ces---and pe-rhaps because they offer 
opportunities--for-s-oc-i-ai-zi ng-and-i-nteresti ng-demonstrations. More 

-bouseholds-con-tribu-tetban-beefitsothe-re may be some positive equity 
- coiseences in-nutri-ti-or-f-uid--opera-e----less because of the way the
 
funds-are structured -than -because.of_.tbesxrength.ofsDci]. obligation

and social contract in Thai culture and villages. But without products
 
or services to sell to higher income families and without prospects of
 
profits to-attract share purchases by these families, the nutrition funds 
serve mainly *to mobilize the needy to help themselves. For these ­
reasons, it is recommenoed-that-the nutr-i-tion funds ex-per-iment with
 
products or services which would put them on a firmer financial footing
 
- for example, drugs -- or that nutrition activities be included in 
multi-purpose funds with incentives to insure that the activities 

-wh-ch-will never be money makers in-themselves -- be retained until the 
need for them graduallydisappear-&_ 

4. Sanitation Funds
 

.~-anitation- funds-are the least numerot2f-EoC---funds--ex-c-ept -for 
.- Tt car-d--fU-s-a --o ti--fr-2-e4 --- 4-, 6-31 funds.. 
covered in the national survey -- half l -- e rtheast. There 
are regional variations in-working capital] profitabiliT]J,_interest 
-rates, share purchase--and services--but- the - ani --- hve-some­
common characteristics. They-tend to be loca 4--e-and more
 
prosperous -villages than other PHC funds. The-mtrst-st ccessful funds
 
charge interest rates close to market rates and c-oncentrate loan on the
 
construction of water-sealed-privies.--Many of the funds are
 
undercapitalized relative to household demand for loans and relative to
 
the cost of some of the water and sanitation improvements the funds are
 
established to finance. Many charge no interest on loans, or rates way

below market, and as a result have little profit or capital growth.
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4.1 Age and Oriqin of Sanitation Funds
 

Because of higih capital requirements and need for specialized
training, almost all 

or 

sanitation funds have been established by the MOPH
other outside agencies such 
as the Population and Community
Devel opment Association and the Accelerated Rural 
Development Preject.
Most have been in operation less than one year. 
 (See Table 5.6.)
case study sanitation funds have been in operation for an 
The
 

average of 18
months, long enough for the characteristics of success 
and failure --
to
become clear.
 

Sanitation funds 
are established with initial capital
including construction molds, materials and, sometimes, cash 
--

MOPH or other sources. -- from theTraining in construction of privies, well
water jars and rain-water cisterns is given to village craftsmen 
heads, 

called "village sanitation crafssmen (VSCs)". 
-­

constructed as Sample units are
part of the training and as
interest in the a way of generating household
improvements. 
 Some management training may be provi*ded
as well. 
 -Fund managers and Tambon healt;i officers interviewed in the.
case studies cited MODH initiative as most important factor in
establishment of the fund 
(in 90 percent of the cases), followed by
training (63 percent), perceived need for a sanitation fund in the
village (42 percent) and familiarity with other successful 
funds
(32 percent).
 

4.2 Sanitation Fund Planaement
 

Sanitation fund management is by connittee, requires special
skills, involves quite complex record keeping and more often interferes
with manager's, principal occupations than is the case of managers of
other PHC funds. Sanitation funds have, so 
far, also had fewer
management problems than the other funds.
 

Sanitation fund committees consist mainly of older men 
of modest
income, semi-retired from their principal occupations.
sanitation funds, committee members 
In the case study
 

an average aae 
are more than 85 percent male, with
of 44 and an 
average household income of 30,000 Baht.
least one 
village sanitation craftsman is At
 

-inclusion of VHV's is limited 
a member of the committee but
-- ranging.-from 36percent of -sanitationfund committees in the South-to 46-percent in the Central region (see
Table 5.6). Fund managers were elected in 75
sanitation funds; the remainder were 

percent of the case study

appointed by- District or Tambon
health officers. All managers are shareholders and serve for unlimited
terms with almost no turnover. 
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Table 5.6 : Characteristics of Sanitation Funds
 

I o! Cn, of fund. odian Median of Fondol I of und.' 1 of I o! )u.d.1 :1 funoa c. inr! 
1t'hVIIV's Conpennat-) Worki Ape in Profitablel Charging Households! Ith wilth La-or .til 

kenion on Wnatge- for Cnpitnl lonth liperunt Contribut-I Share, Contrib.- Inklne 
Sment Mianagers in faht i (rate/yr. lng Purchaeed ton Cntr,-

I Coittee for thome "ios 
L - 1: charging) (: 

North 	 I 
 61.5 1 

0.0
.65 13.5 63.5 I (i-5.41D1 3.5 15. 6;*.
 
I O. i 	 od­
operaltion'I 	 15%) j 

iar tpa..t I 34.0 
I lOf, 
I.' or. In 

60.0 23.0 I 3.030 13.8 41.) 1 (i-5.61) 
(mod­

38.1 30.0 . .v 

peratIon I 18) 

Centraln59etralv" 
- 1 os Ii',

operation 

4•-0 

II 

I8.0
r6.0 11.971 

, 

1E,.2 l-. 1 25) 
.aooe-Bl'V 

32.9 16. .. 

i 

Sout 1099 4.
 
p-1 	 R.1 I 0.0 20.99Q 6.5 41.7 I (1-6.9) 30.0 I 6.3 19.4 2.8 

I In , Cd. 

1 of funds -of of FundoI Z of Fonda I.of Funo., I of Fupnd of Fund.s A^erawe "of A"erm2 
k'th with Other In Atte11 Iosue- Active Active 1 iv In Supportlntj Vllla e Village I Nuacer of 

kenton ,h0ev Iolds Source" of lutrlton Druc Agrlculture I Oter hoouiss- I Storeshoue-
):ontr I bu- ene- Income 	 1r, Co."untr tion holds perS ly 
Inon IftIng 	 IWove.- .ith IVillager
 

nonnt Electri-
North__ 
 I cit -

I 175Z 1.8 3.8 32.7 	 1.2 31.9 2.075 30.5 7.41.3 


operatilonli 

No t8 llt 	 o I 

n-0O0 34.0 21.0 13.0 26.0 	 3.0 26.0 633 63.9 2.8 
1,1? nna. in
 
operation
 

Central
 
n-50 22.0 12.3 (.0 10.0 -6.0 22.0 3.150 60.3 11.6
 

Operetion 

South
-3t 16.7 B.5 8.3 16.7 	 0.0 
 33. '.2 29.9 11.1
 

Opeation
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4.2.1 Patterns of Management
 

Sanitation fund committees are responsible for four
 
functions: construction supervision, accounting and record keeping,
 
inventory control (including the construction molds, cement, sand and
 
bamboo) and loan collection. The committee also sets interest rates and
 
share prices and decides hoi: to allocate loans if there is excess
 
demano. Sometimes a lottery is held and sometimes the committee itself
 
selects the recipients. The committee is often assisted and supported in
 
all of this work by the Tambon health officer, when the officer is a 
man. The relationship is generally less close when th2 health officer is 
a woman, perhaps because this kind of construction is seen as "men's 
work" in some of the villages. There are exceptions: at Ban Seou, Si Sa 
Ket, for example, a female health officer helps maintain the accounts and 
records of the sanitation fund. 

For most committee members, these responsibilities are not
 
heavy and oo not interfere with their other activities. But 18 percent
 
of case study committee members did report some interference -- highest 
of all PHC funds. And, as in the case of drug funds, a heavy load often
 
falls on one member of the committee -- on the village headman in Ban Tha
 
Song Khon, Maha Sarakham province, on VSCs in Ban Tha Hpd Tai, Maha
 
Saraknam province and Ban Seou, Si Sa Ket province. These individuals
 
aevote full time to the fund often taking responsibility for all
 
management functions. Funds with this level of management commitment are
 
most successful, and benefit from a subsidy since few of these managers
 
receive compensation equal to their opportunity costs. Other funds
 
receive uncompensated help from monks, other development volunteers and
 
other government officials.
 

These are public health and other opportunity costs (as in 
the case of drug funds) when the Tambon health officer and other 
9overnment officials devote time to sanitation fund management. Other 
health activities and other households not involved in the sanitation 
fund get less attention; leisure time -- time with spouse and children -­
is foregone. 

4.2.2 Compensation of Managers
 

Few sanitation funds compensate managers in cash or in 
kind, for example free or subsidized construction materials. The 
national survey showed none providing compensation in the South and the 
North, 6 percent in the Central region and 23 percent in the Northeast 
(see Table 5.6). Case study estimates ranged from 6 to 13 percent. In 
only one case is the level of compensation high. At Ban Ta Loh Bukeh, 
Narathiwat province, a VSC on the committee manages the fund and the 
fund's construction as part of a larger construction business which he 
owns. The funds, activities reportedly contribute significantly to his 
profits. 
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Tnere is another form of "compensation" which managers mayreceive, at least in the first year or so of the fund's operation. Onlyshareholders can borrow from the fund. Managers are shareholoers and may
nave first call on fund capital for themselves, family or friends. Ni ostfunds co not charge interest. Tnose that do have modal rates 18of 8 to 
percent per year compared to prevailinc rural money-lenoer rates from 36 
percent per year (a loan to a shopkeeper secured by inventory) to 6Cpercent per year (an unsecurea personal loan). Thus a sanitation fund 
borrower -- of 3,000 Baht for a rain water cistern -- aets an interest 
windfall of up to 1 800 baht if. the repayment period is one year. If the
loan is in cash -- rather thar, for a constructed improvement and at least a third of the case study sanitation fuids loan in this fashion - then
comDensation opportunities via arbitrage are also present. This may

explain why mos funds -- Par'cicularly the newer ones -- oo not charge
interest. Tne managerial job is aemanding. 
 A.lov or no interest loan

for family or frienas is at least partial compensation.
 

4.2.3 Managerial Problems 

So far, the sanitation funds appear to have few management
problems apart from dealing with excess aemand for loans and
unaercapitalization. In the 
case studies, the financial records of the

sanitation funos were 
better than those of oruc and nutrition funds,

confirmino the cumulative effect of experience with other funes. Asanitation fund is L:ually the third PHC fund in a villaqe. In the
national survey, no loans were reDorted in aefault in the North, Southand Central recion; and only 4 percent of funds reported defaults in the
Northeast. Overall, sanitation fund failures seem more traceable
village poverty and 

to 
resulting in inability to purchase shares or borrow


from the fund than to managerial problems.
 

4.3 Sanitation Fund. apital_. 

The capital of the 238 sanitation funds analyzed in the national
 survey -- those longer than or eaua.l--to.12.months in operation in theNorth, Northeast and central region-and longer than or equal to I months-in the South -- ranged from 2.000 Baht. i.n..the Northeast to 20,000 Baht in
-the South. (There is probably a oownwara bias in these averages since some respondents may not have included equipment or loan portfolios.)
Tne case-stuay sanitation funds for wh-ch--good recors--a-re available -­12 out of 19 -- have average capital of 18,000 Baht. The largest one has 
capital of 41,000 Baht. 

Sanitation funds receive initial capital from the I.0PH and other sources, including construction molds and building materials, valued at 
2,000 to -,000 Baht. Some of the case 
study funas also received cash
 
ranging from 5,000 to 10,000 Baht.
 



--

- !03 

4.3.1 Sale of Shares 

Tne initial capital is supplemented by sale of shares.
Share prices of sanitation funds are much hiaher than the share prices ofnutrition and drug funds and the proportion of households purchasin 
 them
much lower. The average share price of the case study sanitation funds
is 80 Saht and the proportion of households buying them ranges from 2 to
40 percent. In the national survey, the proportion of households
purchasing sanitation fund shares ranged from 8.3 percent in the South to30 percent in the Northeast. There are a number of reasons why sales ofsanitation fund shares are 
low. The sanitation fund may be the third PHC
fund in the village; many households may already have purchased shares in
drug, nutrition and other funds reducing both the social oblioation and
the resources to purchase the (quite expensive) shares of the sanitationfund. For some households, social obligation is instead discharged by

labor contributions. Poor households unable tc borrow from the fund have

little incentive to purchase 
a share giving them the right to borrow; and

households 
not ready to borrow may postpone their share purchase until

they are. If nouseholds perceive or anticipate favoritism in the

allocation of loans, then the "right to borrow" value of the share is
reouced. And the fact that most funds charge low or no interest reducesthe chance of a household's receiving any onreturn share ownership other 
than the right to borrow. 

4.3.2 Labor Contributions 

Labor contributions are an important aspect of
sanitation fund operations. 
 In many of the case study villages,

households contribute labor to 
help in the construction of sanitation

improvements. The labor is contributed in the traditional pattern of

"Long Khaec" in which the households contributing receive only meals

during the construction and the household benefiting is obliged to

contribute labor in 
a like amount in the future. Thus the contributed

labor accrues as increments to 
household capital (fixed improvements) on
the part of thE recipients and as obligations to contribute labor to tne
donors in the future. The fund is a mechanism for capital formation via
labor contributions but the labor contributions do not increase fund
 
capital. 

4.3.3 Adeouacy of Fund Capital
 

In absolute amounts, sanitation funds start with more
capital than average drug or nutrition funds; but -- given their limited
equipment and the cost of the PHC innovations they are to finance

there is evidence of undercapitalization. 
 First, most funds are supplied
with only two sets of molds and no vehicle for transporting them from
 
place to place. If need and demand are high, the fact that the fund can

only construct sanitation improvements two at a time is clearly a
significant constraint. In some villages, transportation delays add to
 
the problem.
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Second, the sanitation improvements are expensive andrepayment periods fairly long. In the case studies, average costs and 
repayment periods are as follows: 

Averace Cost 
 ReDavment Periods 

Privy 500 Baht 6-10 months 
Well head 1,000 Baht 10-12 months 
Water jar 1,500 Baht 10-15 months 
Cistern 2-3,000 Baht 12-24 months 

With capital, in money, of 20,000 Baht, a sanitation 
fund loaning money could thus make an averaoe of 50 privy loans, 
or 20
 
well nead loans, or 13 water jar loans or 5 rain water cistern loans per 
year tif not constrained by the numDer of molas), if oemana is high and 
for tne higher priced improvements, tnen even 20,000 Baht in cash -­
wnich few funds have -- wouid be inadeouate ane. loans would have to be 
rationed. 

Finally, there is evidence from the case studies of 
excess demand for loans. For funds loanino cash at zero or low interest
 
this is hardly surprising. But excess demand is also found when the­
"loan" takes the form of a constructed 'rivy, water jar, or cistern. in 
some cases there are complaints of favoritism in allocation of loans. In 
others -- where a lottery is used -- there is an incentive for eager and 
wealthy potential borrowers to, in effect, bid up the price of 
the
 
"ticket"; that is, to set 
the share price hiah, and thereby limit the
 
number of borrowers competing for loans. This may explain why sanitation 
fund share prices are high, and why capital raised from local sources and 
the number of households served are low. 

4.4 Sanitation Fund Profits 

Not surprisingly, many sanitation funds' profits are low or 
non-existent. Only those which charge interest close to the market rates
 
and/or those able to use the molds, construction materials and skill
 
training to supplement their income are hitghly profitable and. show 
capital appreciation which, in turn, enables them to make more loans and" 
serve a greater proportion of households. Forty percent of sanitation 
funds analyzed in the national survey reported making profits. The range
was from 14 percent- of funds in the Central region to 63.5 percent in the 
North. (See Table 5.6.) Half of the case study sanitation funds charge
 
no interest, have no profits (except when involved in other activity) and 
Day no aividends to shareholders. Most sanitation funcs do, however, 
seem so far to hold their own. There are few cases of decapizalization,
 
default, dishonesty or failure.
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In the national survey in all regions, the percentage of funas
 
Profitable is almost iaentical 
to the sum of the percentage charging

interest on loans ana the percentage with other sources of income (see

Table 5.6). Statistically, the percentage profitable in the Northeast is
 
explained by interest rates, compensation of managers, working capital,

share purchase and the age of the fund (p2 = .52803); and in the North,by interest rates, share purchase, working capital, the percentage of 
households contributino to the fund, and diversification into
 
agricultural cactivity (R2 = .45450.) 

In the case studies, the most profitable funds are these which

manufacture sanitation components and other building materials 
-- such as 
cement blocks -- for sale at a profit. Two funds, one in Cha Choenc Sao

province and one 
in Roi-Et are doing this in addition to loans for
 
construction of sanitation improvements to village households. 
 The
 
extra income supports and expands the activity they were set up to 
finance, in 
a third village, a poor one in Si Sa ket province,

manufacture and sale of 
cement blocks for profit is the only activity of

the sanitation fund. Because of poverty and the inability of households 
to borrow and repay loans, there is here an inverse correlation between 
profitability and PHC services to households. 
 In the long run PHC and

the village households may be served. 
For the time being, shareholders
 
and workers employed by the fund are the main beneficiaries.
 

4.5 Sanitation Fund Services
 

The most frequent activity of sanitation funds is loans for

construction of water-sealed privies. There are the least expensive of
the improvements the sanitation funds finance. More households can
afford the loans, and the pay back period is short so more households can
be served, in a few cases of highly profitable funds, construction of
privies has spread throughout the village -- for example, at Ban Kuteen,
Songkhla and Ban Seou, Si Sa Ket. Indeed at Ban Seou the fund is 
now

supporting construction of privies in other villages as well. 
 There has

been less finance of the more expensive improvements and thus less
 
potential impact from them on welfare and public health outcomes than is
 
undoubtedly the case with privies. 
 There has been some diversification
 
of sanitation fund services, most notably in the North where activity in
 
nutrition, agriculture and other community development is supported.
Tnis diversification correlates with working capital, profitability, with
the percentage of funds charging interest on loans theand percentage of
households owning shares. The case study sanitation funds are iess
diversified in the services they provide. And, overall, the sanitation
funds are less diversified than drug or nutrition funds. 



Sanitation funds are new. Some are undercapitalized and charge
 
no or low interest. And all are set up to finance high cost
 
improvements. For these reasons, the funds currently serve a small
 
proportion of village households. The range in the national survey is
 
from 21 Dercent in tne Northeast to 8.5 percent in the South (see
 
Table £.6). The averane in the case studies is 20 Dercent. Statistical
 
analysis of the national survey oata indicates tnaz variations in the
 
percentage of nousehold serveo in tne Nortneast are explained by the
 
percentage of housenoias contributing to tne-fund,---;tne-age of_.the.fund
 
and tne interest rate (p2 = .43294); and in the Central-region by the
 
pe-rcentaoe of households contributing to the fund, diversificati.oni-nto_
 
agriculture and nutrition activities, wor, i-n.-capital.and-profitability
-
(R',= .59%32). 

-- Given zne small proportion of nouseholcs served and the nature 
of sanitation fund operations, there are significant-issues.and questions -. 
of eoui6y. Wealthy households can afford tne shares, and get loans which 
bear no or low interest.. -Some-of_ the improvements require expensive
homes to begin with, for example, a cistern will not work except with a 
tile, metal or other permanent roof. The funas are io-atea and seem to 
woTr--z -t--i-n-i-a -re r-wea Ithi e r-vi -lia 0%s.-----n--ver weal thy vi-l--ages there­
is-little need for or--interest in sanitation funds, househoids purchase
impruvemen-cs directly.) Poor housenolds cannot afford even the least 
expensive improvement*.. a privy. And some poor villages cannot sustain 
a sania tior fund -- tne few failures coverec in the case studies 
occurred in toor villages.
 

4.6 Summary: Problems ana Prospects
 

Sanitation funas finance PHC innovations for which there is
 
evioent need and strong demand. The funcs__are still new, most less than
 

year oic. Conclusions-orawn and recommendations maoe at this point
must, therefore, be tentative. For example-f i-s-tc-be expected that 
initial loans will co to wealthier households because a new fund must be 
risk - avoieent until its capital appreciates and it can tolerate the 
greater risks of oelay or aefault. Still there are-a few clear, if 
tentative, findings and recommendations. 

Zero or iow interest on sanitation loans is inconsistent with
 
rural credit markets, with fund viability and grc!:th ana with equity

objectives. Rationing of loans by favori-tism, lotteries or queues is not
 
conausive to share purchase, capital appreciation or equity. Market
 
interest rates or near-market interest rates would be a better choice for
 
all these reasons. Another option would be to .uction loans in the 
fashion of tne traditional "i'ong Snare". Tnis would be highly conclusive 
To share purchase, capital growth and to a lesser extent -- equity. Even 
with all tne cranges, tne capital neeas of the sanitation funds will 
remain high; only very slow construction of the more expensive
improvements may be possible. If so, incorporation of the sanitation 
loan function into multi-purpose funas able to generate and maintain high
levels of capital growth may be the preferable alternative. 



CHAPTEF 6
 

HEALTH CARD FUNDS
 

1. introduction 

Health card funas constitute a major new initiative by the MOPH to
 
influence and structure private rural demand for health services. The
 
idea behind the funds is simple and inventive.
 

Health cards are sold at a modest price,. affordable by most
 
households. The card entitles households to treatment 
 of 8 illness
 
episodes a year and to MCH and immunization services. Points of first
 
contact for treatment of illness are the VHV and the drug fund or the
 
Tambon health center. Referral to a district or provincial hospital
requires a letter or slip from providers at the lower level except in an 
emergency. With the slip, the card-holder is entitled to quick attention 
via a 'green channel" or "express way" in the hospitals honoring the
 
card. The money collected from sale of the cards is used to make loans
 
to card-holders and, at the end of the year, to reimburse service
 
providers.
 

In principle,health card fuhds wi-l: 

* encourage the use of preventive services 

* increase the use of Tambon health centers, now often 
by-passed by rural families in favor of district or
 
provincial hospitals
 

* reduce congestion and waiting time for those referred to 
hospitals
 

* raise capital--and by loan increase it further--to 
finance health services. 

This chapter analyzes health card funds. The focus is on the
 
experience to date, the affordability of the card, the incentives the
 
funds create, and the implications for cost and cost recovery.
 

2. Experience to Date
 

The first health card funds were started at the end of 1983 in 18
 
villages in 7 provinces in the Central region, the North, the
 
Northeast and the South. If the MOPH's goal for 1984 has been met, 
there are now health card funds in at least one Tambon in every
province. The goal for 1985 is to have health card funds in at least
 
one Tambon in every district.
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There has been no MCPH evaluation of these funos as yet but seven 
were analized by the NESDB study of community finance of primary
health care in April and Miay of 1984. The study interviewed Tambon
health officers, fund managers on the health card fund committee

(HCFC) including VHVs and villaqe heaamen,_and.a sample of
 
card-holders. The study found important variations in prices,
 
coverage and benefits among the funds but uniform enthusiasm for the. 
funds among most card-hojoers.
 

Table 6.1 shows variations among four health card funds; one in
each region. These funds are reprsenzative of the variations found
by the NESDB and also reportedtby M0PH. szaff_ and, others wno.nave. made 
site visits to health caro funcs. 

There are variations in the price of the card, tne covera e it 
provides and tie number of people elioible to use it. Inthe 
Ratchaburi and Roi-et examples, a 2UO Baht card limitec to four
 
specified family members--usually husband ano wife and two
chilaren--is required-for-treatnent-of the 8ilines-episooes. A 100
Baht card covers only IMCH and immunizations. in the Sonkhla
example, a 100 Baht card covers everyone in the housenold for the
total of 8 illness episodes. Only if the wife is pregnant is the 
cost 200 Baht. Noz surprisingly, many of the-card holders
 
interviewed in Songkhla volunteered the prediction that the card 
would save them a lot of money. 

There are also larQe varia-tions in ceilings or limizations on 
coverage. The fund in Songkhla imposes none except the referral 
slip. The fund in Roi -et excludes certain diseases from coverage.
The fund in Lumpoon imposes Daht ceilings on hospital coverage. A ­
fund in Tambon Huay Sai, Mae Rim Diszri-ct, Chiarnc Mal, imposes a 
ceiling of 2,000 Baht of patient charmesoer-househoid per year.
Such differences create different incentives for households, and will 
affect costs ano cost reimbursement of provioers.
 



Table 6.1 
Itealth Card Funds, Variations in Price, Coveragy- Benefits, and Use of Capital 

liarnctrIAt c rrcPo hFrrnd of tie adPoriCard trnmentn,fund 	 Limitt:J,,ns,arid Lligibility 	 and
Coverage Cellings 	

Other Use of Capital
Benefits (in tire first year)Taro1n lmkao, -200 ir |lnutehoiid -a nr tile tr ic t, - referrel 


SoIgkhla % o l 


J a in i ic h,wife l s5 	 FClinlip needed - eligible for loans - 5 
pregnant 	 a s 

- all iwhnhation trictto anduse cardprovincialat dig- - u(maerfor cardSrovince, 	 onn more renanablp (ranagerr-0 Ia other year 3% of to receive 
of R hospita] U ot - free treatsment the profits


South i­-100 ote 
1ans)iit itvlhouseholds illness episodes/yr.fre haraditc~qlag-	 - 10 drgdrug fundfunt - 50'- 5o to reimburse[ren- parmaceutirls 	 rebs 
*greeon chanrnel" at service providersfor hospital lpatients district arid provin­
cial hospitals

Tambra ion ,he 	 - 200 Orrhoth.aam District, 	 4 specified - same as abovefamily members 	 - 701 of household muqt ­ same as above, exceptpurchase card 	 - 401 for comityPatchaburi rrovincen, 	 - hotiqholds w development and loan!th morn 
- unused2 timesCentral 	

able card i's renew- - 35% for- 100 t, mother and 	 reimbursem.n;- 1C10 and Immuniza- thnn 4 members need
children of health center andtions only to buy n second 200 . -	 incentive paYm~nt for hospitals 

card to be covered lion-use of the card - 10% for reimburemnt 
 I_
 
- referral slip needed 
 of individual pro- CD*vlders '0 

- 151 for management of
 
|o-rt rrovince, 	 - Same the fundis Above -Same as above - Samn as above exceptl ­ same as above - aame as above
lorthreast - Card dons not covra 

treatmeit of dlabetes. 
heart dlsease,Vp, or 
alcoholi[sm 

TAm1.on |fa. rang, "00 1ghiousebolds ill' - referrtl.-glipLareareg Dis.rict, 
- cI 	

req'd - eligible for loanswhich wife is preq- - all immuriationg 	 - 40% for loans
I.umroon Province, nant and 1 or 	

card holder pays out- 10% discount atmore - free tr-atment of e patielt hospital village drug fuod - 60% for reimburne­
children nrq unan.r Illne!s episodes and charqe9- 100 p, all other free pifrmaceuti -als 

in excess of - "green channl" at merit of providershiousholds 	 50 i per visit district and provin­nI hospitals qulect - card holder pays in- cial hopitals 

to ceilings 	 patnirit hospital 
charg-s in excess of 
300 
 er steSources , goligkhla Poi-at, arid Lijrjoon from strldy of comnuity firnic!rrg cf primraryFlatchiaburi 	 ,11SP h-alth carfrom$ Terrence 	 ,P. Tiffanry aid flaritir 	 1Tim, "Field Trip linport--Primary Ilnalth Care Frinancin;." USAID Bangkok, Sep.1964 
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There is significant variation in how the funas treat unused cards.
 
Unused cares may be renewed once in Songkhla, twice in Roi-et and
 
Ratcnaburi, and not at all in Lumpoon. As a result, the Lumpoon example
 
is a full "pooled risk" fund, the others are not. This too, creates
 
different incentives and affects costs and cost reimbursement. 

Finallv there is sone variation in use of capital. MOPH guidel ines 
suocest that in the fir-st year a fund set a. ide 40 percent for loans-or 
other community activity to inc-rease-fund capital., and 60 percent for 
provider reimbursement and fund -management. The proportions are to be 2C 
percent and 80 percent in the second year and 10 percent and 90 percent 
in the tnird. H(,wever, given that most-funds do not reimburse providers 
until tne end of the year, a- fund could loan most--or -all of its capital 
on short term in the inter.lm. The HSFC has the discretion to set loan 
:erms anc alter allocations among providers in consultation with them. 
The hCFC w-ill doubtless face contending pressures and objectives--for 
loans in tne Dart of carc-holeers and reimbursement on tne part of 
provi ders; for maintenance of fund capital and maintenance of the good 
will and cooperation of ncspitais.- These pressures are not felt in the 
first year. The first reimoursement has not occurred ane all or most of 
the capital is available for loan. Most managers and cara-holders 
interviewed by the NESDE -were enthusiastic about the funas.. -. 

Some problems, however, were reported and these are worth reviewing
 
for the insight they provide on how the funds might be improved. Some
 
manaoers complained that card-holders were still bypassino Tambon health
 
centers by obtaining referral slips from drug funds and VHVs. New health
 
card funes are to be organized at the Tambon level rather than the
 
village level and will be managed by a Tambon HCFC. Centering referral
 
slips at the health center would eliminate the abuses but might increase 
travel cos-s and might unduly reauce the roles wh-ich VHVs and drug funas 
play in primary curative care. - The trade-offs need to be-anaiyzed. 

Some card-nolaers were worried about how an "illness episode" was to 
be defined, what conszitutea "an emergency" if the VHV or the Tambon 
health Officer was unavailable to authorize a referral silo, and what 
would happen if they had to be transfe-rred ta-a hospital not in the 
plan. Clear definitions and procedures are needed.-- Other card-holders 
complained that tnere were too many referral steps and high travel costs
 
to pet to them. The price of the card might neeG to be adjusted for 
travel costs for the referral system- to work. This, too, needs to be 
analyzed. 

http:inter.lm
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Still other card-holders complained of having to keep track of yet
another I.D. number, and of the fact that some hospital staff were not 
yet familiar with the card and the "green channel" provisions. These are 
predictable start-up problems and should not persist, in the near term at 
least, as 
the funds and the cards become more familiar. And none of the 
problems reported dampened the enthusiasm of most card-holders for the 
benefits the card will provide or the loans available from the fund. 

The evidence from experience to date, then, is that the funds are a 
popular innovation in health care finance with notable and significant
variations in price, coverage and benefits, and with some early problems
that 	point the way to needed or possible improvements. The remaining

sections of the chapter look in more detail at afforaability, incentives 
and viability, costs and cost recovery. 

3. Affordability 

This section analyzes the affordability of health cards. The focus 
is on the 200 Baht 	 card and on two questions: is the card affordable by
rural households at different income levels and in different regions, and 
would higher priced cards be affordable now or in the future? 

Affordability can be assessed first of all from the experience of 
health card fuPds already established for which sales records are 
available. The proportion of village or Tambon households purchasing
 
cards from health card funds in 5 Tambons in 5 provinces is as 
follows:_/
 

Tambon Numkao, Songkhla 	 100%
 
Tambon Tubkarang, Petchaburi 95%
 
Tarmbon Nong Pho, Ratchaburi 90% 
Tambon Tubkarang; Petchaburi 88. 
Tambon Huay Sai, Chiang Mai 62%
Tambon Mae Raeng, Lumoon 55% 

Clearly, the card is affordable by households in these Tambons in the 
Central region and the South. 
None of the villagers interviewed by the 
N,SDB study in these regions or in the Northeast reported any problems
with the price of the card. The fund in Songkhla charges only 100 Baht 
for the 8 illness card except when the wife is pregnant. It is little
 
wonder that all households there have purchased cards. 

I/ 	 Source: Case study data form; NESDB, study of community finance of 
primary health care, 1985. Data for Tambon Nong Pho, Ratchaburi, 
from Tiffany and Tima, oo. cit. 
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Tne 'proportion purchasing cards in the two Tambons in the North is 
lower but the problem tnere isn't price. ir; Tambon Nae Raeng, Lumpoon 
province the 8 illness card costs 100 Baht except when the wife is 
pregnant and the household has chilaren under 5. Villagers interviewed 
in tne NESDE stuay reported thot the caras were easily afforoable but 
less attractive because of the ceilings which the fund imposes on 
out-patient anG in-patient coverace in hospitals, ano because the card is 
not valid at the Vcgormiick hospital, a Seventh Day Adventist hospital in 
Cnianamai wnich they prefer To the 11OPH hospitals. The fund in Tambon 
Huay Sai, Cniang Nai Province, charges 200 Baht for tne card covering 
eianz illness episooes and has a much higher ceiling on hospital 
coverage. Villagers reported no problems with the price or the ceiling, 
but some prefer to use the NcSormicJ. HospitaI rather than purchase the 
card. 

The evidence from these early funas, then, is that the card is 
Durcnasec Dy most rural housenolos, but that sales are sensitive tolimitations on coverage anG to competition from private sector providers. 

AfforaaDility can also be inferred from the household surveys. At 
the national level, the NISC survey found average monthly health 
expenditures by village households in 1981-82 of: 

Drucs purchasec in orug stores: 36 Baht/mo. 
Medical care: 63 Baht/mo. 
Total health expenditures 99 Baht/mo.
 

When annualized and corrected to 1983 Baht, these numbers yield 
estimates of national average health expenditures by village households 
oi: 

Drugs purchased in arug stores: 450 Baht/yr.
 
Medical care: 786 Baht/yr. 
Total health expenditures: 1,238 Bant/yr.
 

The estimates suggest that in 1981-82, the average village household 
was already spending nearly 4 times the cost of a 1985 health card on 
medical care and more than 6 times its cost on health services as a 
whole. For the average rural household in 1985, the 200 Baht card is 
clearly afforaable. 
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That this is also true for an averaQe rural household in each region
is shown in Table 6.2. Estimated annual expenditures for an average

rural household in the Central region are higher than the national 
averages for rural households, and the estimates for the Northeast only

slightly below. (Inoeed, both sets of estimates are higher than the
 
averages for households headed by "general workers" in Bangkok).±I/ in 
all regions in 1981-82, estimated average rural expenditures for medical 
care were 3 to 4 times the cost of the 1985 health card and total health 
expenditures 5 to 8 times the cost of the card.
 

Table 6.2
 

Estimated Average Annual Health Expenditures:
 
Rural Households, 1981-1982 (1983 Baht)
 

Healt Exoendizures 
Region Drugs Purchased Medical Total Health 

in Drugstores Care Expenditures 

North 406 
 772 1,178
 

Central 608 1,135 1,743 

South 476 
 674 1,150
 

Northeast 480 786 1,266
 

Note: ralculated from NSO, Socio-Econoric Survey, 1981-82.
 

I/ The comparable estimates for these Bangkok households are drugs 524
 
Baht, medical care 719 Baht, total 1,243 Baht. Calculated from:
 
NSO, Socio-economic Survey, 1981-82.
 



Another approach to analyzing the affordability of the card is to 
look at what nouseholas are willing and able to pay when a family member 
is ill. Tne card covers eight illness episodes in a year. The Community 
household Survey in 1981 asked each household whal: they spent in the Dast 
month if the wife or nusband was ill. Forty-two percent of rural 
nouseholas reported -illness ana purchased services curinc that month. 
Table 6..3 shows that averape monthly expenditures rangea from 252 Baht in 
the l ortheast to 566 Baht in Jhe South--in all regions more than the cost 
of the card and in all regions except the Northeast more than 2 1/2 times 
the cost of the card. Monthly expenditure for care at MOPH and other 
covernment facilities exceeded the cost of the card in the South; 
expenditures for care at private facilities exceeded the cost of the card 
in all reoions except tne Nortneast. Total hyalth expenditures as 
percenzaQes of monthly housenold income were:I/ 

North 19.9% 
Central 12.6% 
South 22.5% 
Northeast 	 24.0%
 

These are high proportions notwithstanding the fact that health 
expenditures for children during the month were not recorded. The 
numbers suooest that some housenolds may have nad to borrow money, sell 
land or other assets or otherwise jeopardize the future financial status 
of the housenoid to pay for medical care. 

The evidence is strong, tnen, that the health card is easily
 
afforoable for the average rural household in each region and that
 
average medical care expenditures in one month four years ago exceeded
 
tne annual cost of the card wnen the wife or husband was ill.
 

But is the card affordable by households at or below the poverty
 
line? The Free Medical Service Project--the "free card" program--set
 
this line at an income of less than 2,000 Baht per month for a married
 
couple in 1976. Corrected to 1981 Baht, this is a monthly income of less
 
than 3,442 Baht at the time of the NSO survey.
 

1/ 	 Calculated from: MOPH and Mahidol University, Community Household
 
Survey, 1982.
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The NSO survey divided rural households into three expenditure 
groups, as follows: (I) less than 500 Baht per month, (2) 500 to 2,999
Bant per month and (3) 
more than 3,000 Baht per month. Households in the

first group accounted for less than 1.5 percent of all 
rural householas.
 
households in the second group accountea for between 58 and 78 percent of
 
rural households and 
if it is assumed that monthly expenditures are
 
approximately equal to monthly income, all are below the 
inflation-adjusted poverty line set by the free card project.
 

Tables 6.4 and 
6.6 show that these households in 1981-82 were

spending an estimated average of 3 to 5 times the cost of the 1985 health
card for health services as a whole, and 1.6 to 2.9 times its cost for 
medical care. 

The tables also show that for rural households with total monthly
expenditures above 3,000 Baht, the card is 
a bargain. In 1981-82, these
households were spending an estimated average of 7 to 12 times the :ost
 
of the card for medical care and 10 to 16 times its cost for health

services as a whole. In all the regions except the South, the;e
households 
spent more Der month for health services than tne annual cost
 
ef the card.
 

A final approach to analyzing the affordability of the card is to 
look at households by occupations.
 

The NSO household survey classified rural househo'ds by occupation of
 
the head of the household. The classifications were (1) farm operator

owning land, (2) farm operator renting land, (3) entrepreneur in trade or

craft, (4) professional, technical or aaminiszrative worker, (5) farm
worker, (6) clerical, sales or service worker, (7) production or
construction worker, (8) general worker, and (9) economically inactive. 
With the exception of farm workers in the Central region, and farm 
workers and general workers in the South, none of the household groups

classified by occupation had average monthly expenditures for health or

medical care lower the households classified as "lower income" in each
region in Table 6.5. The exceptions constitute 10.7 percent of rural
 
households in the Central 
region and 10.5 percent in the South. Their
 
estimated annual health expenditures are shown in Table 6.6.
 

Farm worker households in the Central region and the South can 
afford 
the card. Indeed, they could have afforded a 300 Baht card in 1981-82
without shifting any expenditures from drucs to medical care. General
worker households in the South spent an estimated average of only 93 Baht
 
per year for medical care. 
 They could not have afforded the card without
 
a shift of expenditures from drug purchases to medical care. Still their
 
total health expenditures--largely for drugs--averaged more than 2 times 
the cost of the card.
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Table 6.4
 

Average Monthly Health Expenditures of Rural Households:
 
by Expenditure Grc'2ps; 
191S-62
 

(193 3k-)
 

±O.al onthlv Exnenditures 

< 500 


North: Villages
 

Percentage of all households 
 0:7% 
A.erage e:-endure for drugs 9 


Average expenditure for medical 
care 


Tozal averaze health expenditure 
 9 


Central: Villages
 

Percentage of all households 
 0.6 1 

Average expenditure for drugs 11 

Average expenditure for medical care 
 -

Total average health expenditure 
 11 1 

South: Villages
 

Percentage of all households 
 1.1% 


Average ekpenditure for drugs 
 7 1 

Average expendizure for medical care 
 -
Total average health expenditure 
 7 


Northeast: Villages
 
Percentage of all households 
 1.4% 

Average expenditure for drugs 10 

Average expenditure for medical care 5 

Total average healzh expenditure 15 


Source: NSO: Socio-economic Survey, 1981-82.
 

500-2,999g > 3,000 

7?. 17% 

-15 9 

30 1 54 

5 

58.1% 41.3% 

36 1 59 5 

43 143 3 

79 202 5 

E5.2% 33.7% 

29 49 

25 1 103 0 

54 1 152 1 

78.6% 20.0% 

31 Z 56 3 

27 9 188 z 

58 244 1 
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Table 6.5
 

Estimated Average Annual Health Expenditures:
 

Rural Households by Reqions and income Levels, 1931-1962
 

(1983 Baht)-/
 

I~ncome Of Households
 

2 3/
Recionshod Lower :ncom,-j Upoer income 

North 

Percentage of all households 7.6% 21.7%
 

Averaae expenditure for drums 366 6096 B
 

Averaae expenditure for medical care 406 5 2,085 Z
 

Total averace health expenditure 772 9 2,694
 

Central
 

Percentage of all households 52.1% 41.3% 

Average expenditure for drugs 487 797 T 

Average expenditure for medical care 581 1,933 

Total averaae health exoenditure 1,068 2,730 

South 

Perqentage of all households 65.2% 33..7% 

Average expenditure for drugs 383 648 

Average expenditure for medical care 330 $ 1,361 

Total average health expenditure 713 B 2,009 

Northeast 

Percentage of all households 78.6% 20.0% 

Average expenditure for drugs 4:.3 Z 746 

Average expenditure for medical care 360 Z 2,505 

Total average health exDenditure 773 0 3,251 

uCalculated from: NSO, Socio-economic Survey, 1981-82.
 

2/
-Defined as households with monthly expenditure of 500-2999 in 1981-82: 

households with expenditure < 500 Z are excluded--see Table 6.4. 
-Def ined "as households with monthly expenditures of > 3, 000 3.n 1981-82.3/
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Table 6.6 

Estimated Average Annual Health Expenditures
Rural Households, Low Income Occupations,


Central Region and South, 1981-82 (1983 Baht)
 

heai tn £xoenaitures
Region and Druas Purchasea hedical Total Health
Occupation in Drugstores 
 Care Expenditures
 

Central: 
Farm workers 527 433 960 

South:
 
Farm workers 357 304 
 661

General workers 357 93 
 450
 

The analysis of the household survey aata confirms that:
 

the 200 Baht card is affordable--even a baroain--compared to
 
the average annual medical care expenditures of rural

households 3 to 4 years ago in all regions. 
the 100 Baht card is obviously all the more affordable,
 
priced way below what the average rural household was willing 
and able to spend for medical care 3 to 4 years ago. 

* either card is priced below what families spent in 
one month
 
in 1981 for medical care when the wife or husband was ill. 

* the cards are affordable by most households below the poverty
 
line and by most households in low income occupations.
 
there are clear incentives for households purchaseto the 
card even if it is 
not renewable.
 

* given that household income has increased by 6 to 11 percent
 
since the surveys, there would be ample incentives for most
households to purchase a card priced at 300 or 400 Baht, and

for upper income families to purchase a card priced higher

than that.
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* a very small proportion of large households would have 

trouble affording hioher-priced cards and perhaps even the
 
200 or 100 Baht cards. An example is "general worker"
 
households in the South that spent an average of less than 
100 Baht for medical care and had an averaoc size of 5.3 
members in 1981-2. Continuation of the free card project or 
a subsidized health card purchased in part by labor 
contributions may be necessary in such cases. However they 
constituted only 1 percent of rural households in the South 
in 1981-2.
 

* the poorest 1-2 percent of rural households in all 
regions--defined by total monthly expenditures of less than 
500 Baht--had annual estimated health expenditures, mainly 
for drugs, of 93 Baht (South, expressed in 1983 Baht) to 199
 
Baht (tiortheast) in 1981-2.1 These households may find
 
the 200 Baht and 100 Saht cards zoc exDensive and/or
 
unaffordable. On the other hand, most of these households
 
are very small, with average sizes of 1.6 to 1.7 members. A 
health card covering 4 or more people and 8 illness episodes
 
may not be appealing or appropriate in these cases; a less 
expensive card covering fewer illness episodes may be needed
 
instead.
 

4. Incentives and Viability 

Health card funds alter incentives for use of health services. This
 
section analyzes the probable effects of those incentives on rural
 
households and on the long-term viability of the funds.
 

The card is priced below what most households were spending for 
medical care before the funcs were established. If the card covers all, 
the medical care a household would have purchased otherwise, then the 
effect of the card is to reJuce the "price" or cost to households of 
medical care by the difference. Based on 1981-82 expenditures for 
medical care, an average rural household would save 588 Baht if the card 
cost 200 Baht, and 688 Baht a year if the card is 100 Baht. A lower 
income household in the Northeast would save 160 Baht a year if the card 
is 200 Daht, and 260 Baht a year if the card is 100 Daht. These 
reductions in cost to households are largie -- ranging from 44 to 87 
percent -- and the 1985 savings are doubtless larger still. Reducing 
costs by the magnitude will increase demand, and shift demand from 
private providers back to public ones. 

I/ Estimates are based on average annual medical care expenditures of 
- 788 EXht in 1981-82 for all rural households, 360 Baht for lower 

income households in the Northeast; see p. I11 and Table 6.5 above. 
All numbers are corrected to 1983 Baht. 
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Limits on 
the number of people covered, exclusion of certain

diseases, and ceilings on allowable charges could reduce the savings to
householcs. 
 Lack of a clear definition of what constitutes an illness 
episode could potentially increase them. 
 In any event, a household has
 
an incentive to limit its use of services to what the card will 
cover.

There are incentives, to be analyzed below, to not use the card at all
 
except for immunizations and 	 ?,OH. But once used for curative care, there 
are 	no incentives not to use it for as 
much as it will cover other than
 
lack of need and travel and opportunity costs.
 

The evidence from the household surveys is that lack of need will 
probably not limit use of the cards. In Chapter 4, illness and 
use 	of

nealth services in a one-month period were analyzed from the CHS studies
of 1979 and 1981. In 1979, 75 percent of rural households reported
illness and contact with health services in one month, this is an annual 
rate of nine illnesses for which some kind of care was sought. In 1981,

42 3 percent of rural households reported illness of wife or husband and
 
contact witl health services; this is an annual rate of 5.1 illnesses of
wife and/or husband alone for which care was sought. c'Dme households
 
each year will have a run of good health and reduced or no need for
 
curative services. Others will 
have only minor problems and if the card
 
is renewable or the fund offers other incentives, will choose not to 
use
 
it and self-treat or p), out-of-pocket instead. Because need is
 
unpredictabje and inpatient hospital 
care is the most expensive of

services, households do have incentive go easy with the cardan to in the 
early months of the year and keep one 
or several "illness episodes" in
 
reserve depending on how they are defined. This would reduce demand for
 
treatment of minor complaints, but its overall impact on demand,

particularly demand for expensive hospital services, is likely to be 
small.
 

The main incentive, perhaps the only incentive, to use the card at
 
the health center is to get a referral slip. Direct patient charges in
health centers are low. (Cost recovery from patient fees in 14 health 
centers studies in 1979-80 ranged from 0.6 percent to 27.6 percent; 9 of
 
the 14 recovered less than the 10 percent of their costs, and most 
patient fees were for pharmaceuticals. I) A household may well prefer
to pay out of pocket rather than "waste" an illness episode at the health
 
center if the health problem for which care is sought is perceived to be
 
minor.
 

1/ 	MOPH, Study of Cost of Rural Health Facilities in Thailand, pp.
 
186-188.
 



Travel and opportunity costs may have more of an impact. The travel 
costs aescribed in Chapter 4 are a constraint to the use of 
hospital services that the health card aoes not reauce. inoeed, by 
reeuirinc a visit to the health center before referral to a hospital, the 
carc ma' increase travel and time costs of patients and family members 
wnc accompany them above what these costs would have been had the 
travelers oone directly to the district hospital. On the other hand, the 
carc eliminates direct costs of hospital services including, in most 
cases, pharmaceuticals; and the "green cnannel" reduces waiting time. 
Tne net effect is hard to predict and shouiG be analyzed, but again is 
ieiy to be small. 

Or Dalance, then, the modest price of the card may increase aemand 
lor services. A price effect is combined with an income effect: tne 
:arc reGuces costs to housenoles at the same 'imes as householos incomes 
are increasinc anc consumption is sniftin for self-treament with 
Dnarmaceuticais to. medical care. increases in demand could be large. 
ThiS woulc incluace oemanc for preventive services whicr otherwise entail 
Da-'ent cnarces, as weii as increased use of free preventive services 
Decause more peore are going more often to nealth centers for curative 
care. Tne nealt, centers cannot bE bypassed if tney retair control of 
referral autnorizations. Patient load at a nealtn center ir Knor kaen, 
visited in November 1984, for example, has aoubiec since the start of tne 
naitn caro fund. imporzanly, the number of pazients referrec tc. tne 
district hospital from tne covered communities is also higher -- and 
increasinc -- than the nuinoer wno came on their own feiore the fund. A 
ionc-ter tnreat to the viability of this func and otner funos which 
cenerate increased aemand at the nioner levels of the referral system is 
tnat tnev will De unaDie to provioe reimbursement juaged aaeouate Dy the 
nospvtals to which the Da-ients are sent. A related threat is that 
reimuursement -- ano M1OP support -- will not enable supply to keep pace 
w'itr emiand, leading to crowding, dissatisfaction, reaucec card purchase, 
Qecaoitaiiz=ion, and failure of tne fund. 

in aodition to mooest price, health care funds offer otner benefits 
to householis including loans, renewal of unused car2s, incentives 
payments for non-use, a 10 percent discount at village drug funds and
 
reduced waiting time in hospitals.
 

Loans are perhaps the most important otner benefit to households and 
also a way to increase the capital of the funds. households with cards 
in Tambon Numrkac, Songkhla Province, for example, can borrow up to 1,000 
Bant for a maximum of t.en months on the sionatures of 3 members of the 
H-F. and the signature of a co-maker who has also ourchasec a card. Up 
to 2,000 Bant may be borrowed for ten months with these signatures if 
collateral is provided. Tne interest rate is 2 percent per month. (The 
func in Tambon huay Sai, Chiang Mai province, charges a rate of 2 percent 
Per month). Loans are to b. 'sed for sanitation improvements, finarnce of 
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crop production or any other activity which in cost and duration is 
consistent with repayment in 10 months. The fund can, in principle, loan 
all of its capital for 10 months, because it reimburses service providers 
only once a year. In practice, some reserve would be kept and loan 
demand, if it reflects agricultural cycles, might be uneven or out of 
phase, with the calenoer of the fund. However, if loans range from 1,000 
to 2,000 Baht and tne card is sold for 200 Baht, only 10 to 20 percent of 
households can borrow frorm the fund the first year, even if all the 
capital is loaned. And given that rates charged by money lenders are 
substantially higher, loan demand may be high -- perhaps higher than the 
fund can satisfy. 

Certainly a household obtaining a loan gets not only the loan but an 
interest windfall as well. As was clear in Chapter 5, rural interest 
rates on unsecured loans are 5 percent or more a month. On a 1,000 Baht 
loan at 3 percent per month for 10 months, the interest windfall is 200 
Bart, at 2 percent per month the windfall is 300 Baht -- equal to or
 
greater than the full cost of the card. Savings of this magnitude will
 
increase aemand for loans. Excess demana for loans would enable
 
households who do get them to realize the windfall in cash by reloaning

the money at market rates. The availability of loans at these rates is a 
powerful incentive to purchase a card. Preferential access to loans 
might provide a substitute incentive for non-use of tne card.
 
Alternatively, loans could be auctioned particularly the first year, or 
otherwise priced at market rates, to increase fund capital nlore rapidly.
In subsequent years, a fund might offer a mix of subsidized and 
market-rate loans. 

Non-use of the card is currently to be encouraged by two other 
incentives -- renewal of an unused card (one or two times), and/or
 
payment of a non-use premium at the end of the year. Not all health card 
funds offer these incentives. The health card fund in Tambon Nong Pho,
 
Ratchaburi province, offers both.
 

Inrentives for non-use are important for cost containment, to reduce 
the demand for care which the modest price of the card may generate. But 
renewal of unused cards is probably not the right incentive to offer. 
Renewal reduces fund capital and reimbursement of providers by
eliminating most pooling of risk. (There is still some because the card 
is not renewed indefinitely.) Payment of a premium at the end of the 
year for unused cards that are not renewed or can no longer be renewed is 
undoubtedly better. In Ratchaburi, for example, 3 percent of fund 
,.pital is to be set aside and divided among households with unused cards 
at the end of the year. This particular arrangement may create some 
undesirable incentives since the amount of the premium per household will 
vary inversely ith the number of unused cards. Non-users have an 
incentive to encourage other households to use the card, and if the 
premium is low or expected to be low, the incentive to use the card is 
'increased. While a different arrangement might eliminate these problems, 
any premium system will still deplete fund capital available for loans in 
the subsequent year. 
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For that reason, preferential access to loans with interest rates
 
below market may be tne best incentive to offer for unused cards. The 
borrowinc household gets the loan and a savincs on interest which may
eoual or exceed the cost of the card. But its interest payments add to
 
fund capital and it must purchase a new card for the naw year. If there
is more capital to loan than households with unused cards to borrow, then 
the remainder of the capital could be loaned at higher rates, or loans 
could be auctioned if demand is high, in order to increase fund capital.

Higner razes would, of course, reauc. one of the incentives to purchase
 
card. But the modest cost of the card, even if priced at 300 or 400
 
Baht, may be incentive enouon.
 

Another benefit for households who ourchase a cara is a 10 percent

discount at the villace oruc fund. 1981-82,
In this would have been 
wort 45 Baht in savings a year for the average rural household, 37 to 18 

Bant a year for lower income houshoids in the different reoions and 60 
to 
75 Bah a year for upper income households.!/ Savings in 1985 will be 
only sligntly hither since oemand for crugs is income inelastic and 
consumotion is sinfting from drug purcnase for self-treatment to medical
 
care. Still, tne savincs are significant and increase the appeal of the
 
card.
 

Tie problem with this incentive is that it may threaten the viability 
of the drug funds. It does so for two reasons, It reduces the profit

marcin of aruc funes from 30 to 20 percent and it withholds any
reimbursement of the drug fund until the end of the year. Drug funds 
restock several times a year. 
 With reauced profits and delayed or no 
reimDursement, some unable restock, losefunds will be to will customers 
and eventually fail. This will increase the cost of drugs for all 
households by the travel costs to alternate Dublic sources or the higher
prices of private ones. Clearly a 10 percent discount in an 
intermitzently stocked or failing drug fund is worth much. Evennot the 
full 1C percent is probably not worth the risk *f jeopardizing the most 
successful of local institutions for financing primary health Thecare. 
modest cost of the health card may, again, be incentive enough. 

A final benefit to households who purchase a card is reduced waiting

time via the "green channel" in district and provincial hospitals. Some
 
villagers interviewed in the t'ESDE study reported that hospital staff 
were not yet familiar with the card, that the preen channel was not set 
up, or that it did not reduce waiting time. Some hospital staff familiar 
with the car do not like giving special treatment to card holders over 
other rural patients and urban patients. But where the oreen channel 
works, waiting time is reduced by at least two to four hours and 
card-holders are delighted. They still have to pay the travel costs 

1/ Calculated from p. 112 and Table E.E above. 
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wnich limit use of hospital services by rur'l families, but they nolonoer have to 
wait in the long queues which ration services to all other
patients. This is a significarnt benefit and incentive to purchase thecard. The question is, will it continue as health cards spread and moreand more households have cards? 
 bne estimate is that a provincialhospital will nave 80-100 refprrals a day health fundswhen card coverall villages in the province.±/ Clearly, waiting time will increaseunless district and provincial hospitals expand OPD capacity in the greenchannel. This, in turn, means either increased waiting time and lesscapacity for other patients -- which hospital staff would presumably findless and less tolerable -- or increased recurrent and capital costs.
 

In summary, the analysis of benefits and incentives shows that: 
* the modest price of health cards reduces the cost of medical
 

care to households and may increase demand for services from 
public sector providers.
 
the availability of loans is 
an important incentive to purchase

the card; unlike other incentives, loans do not raise costs or
reduce capital. However, interest rates could be higher toincrease fund capital more rapidly. 

* the existing incentives to encourage non-use of the card are 
problematic. Renewal of unused cards reduces capital andreimbursement of providers; premiums for non-use reduce capital
available for loans. 

* preferential access to loans with interest rates below market 
may be a better incentive for non-use. 
the 10 percent discount at village drug funds is probably not
enough of an incentive to purchase the card to be worth its risk 
to t e viability of drug funds. 

* reduced waiting time is an important benefit and incentive to
 
purchase the card; however, keeping this benefit will 
have cost
 
and cost recovery implications that need to be analyzed.

the most significant threat to the viability of health card 
funds will come from inadequate reimbursement of providers and 
the inability of supply to keep pace with increased demand.
 

I/ Tiffany and Tima, ov. cit, p. 4. 
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5. Cost Recovery
 

iealth card funds reimburse providers at the end of the year, and the 
proDortion of fund capital conmnitted to reimbursement will increase from 
60 percent in the first year to 90 percent in the third. Because most 

funos are new there is no information avail able yet on actual 
reimbursement. Tnis section analyzes prospective reimbursement from two
 

points of view; first, relative to the cost of providing services and, 
second, relative to charges patients pay without the card.
 

The cost of the card in 1985 can be compared 'o the unit cost in 
1979-80 of aelivering the various services analyzed in Chapter 3. 
Assuminc a 90 percenL reimbursement rate, a 200 Baht card would cover 
zne full cost in 1975-80 of one / of tne followinc services r 
clustered in three categorie eryea 

Preventive and Promotive Services 
30 innoculazions anG vaccinations 
19 visits to well-baby clinics and health centers 
4.7 antenatal visits to health centers 
3.8 family planning visits to iiealth centers
 
3 nutrition visits to health centers 

OutDatient Curative Services
 

4.7 visits to a health center 
2.6 OPD visits to a 10-bed district hospital
 
2.3 OPD visits To a 60-bed district hospital 
1.8 OPD visits to a 30-bed district hospital 

inpatient Hosoital Services 

0.63 patient days in a lO-beo district hospital 
0.60 patient days in a 30- or 60-bed district hospital 
0.36 surgical patient days in a provincial hospital 

These numbers are subject to many of the reservations mentioned in 
Chapter 3. They are based on a small sample of health centers and 
hospitals, and on average not marginal costs. There is some evidence that 
the marginal costs of hospital inpatient services are lower than average 
costs. If so, a 200 Baht card would cover slightly more of a patient day 
than shown. Off-settino 'nis is the fact that the medical price index 
increased by 47 percent between 1979 and 1983. The services a 200 Baht 

..zrd will reimburse in 1985 are, on average, at least 50 percent below 
ITne quantities snown. And if the 8 illness-episoOe card costs only 100 

Bant, then the services reimbursed are only 25 percent of the quantities 
shown.
 

Calculated from Chapter 3, Tables 3.3 and 3.4 
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Thus the numbp-s probably represent more thanreimbursement from a 200 Baht card. 
a "best case" level of


The pat.ern shows that a 200 Baht
card is likely to cover the full 
cost of all immunizations and visits to
well-baby clinic that a household will 
need. Other health center based
services 
are more expensive but the card would cover the full costs of 3to 5 visits per year; nutrition and family planning visits, unlike otherpreventive and promotive services, are covered for fewer visits than
curative care. 
 The coverage of outpatient services in hospitals is lower
still 
but the card would reimburse the full cost of 2 visits per year
except in 30-bed facilities. In-patient hospital 
costs--even four years
ago--are so high that less than 
one patient day per year- -is
reimbursed by
the cost of the card. Given that one illness episode can 
inclube more
than one visit and more than 
one patient day in a hospital, the evidence
is overwhelming, even 
in this best case level of reimbursement of just
one 
service, that unless aemand is extremely low and confined to
immunizations, well-baby clinics and a few visits to the health center,
the 200 Baht card will not begin to reimburse the cost of services a
household with the card will 
use each year.
 

There is, of course, no expectation that all 
costs will be covered.
Rather, there is the expectation that by diverting first-contact patients
to 
the health centers and away from district hospitals that total 
costs
will 
go cown and that the proportion reimbursed will be higher or at
least equal to the proportion covered by patient fees before the cards
were available. It
was clear in the preceding section that while use of
health centers will increase with health cards, use of hospital services
may increase also because of the combined effect of lower prices and
rising household incomes. 
 Unless referrals are tightly controlled, total
costs are 
likely to increase. Whether the proportion of costs reimbursed
by the card is likely to be higher than recovery from patient fees 
can be
assessed with estimates of patient charges per illness episode at each
ievel of the referral structure.
 

Chapter 3 presented calculations of average patient charges in MOPH
hospitals in each region. These were obtained by dividing the total of
patient fees in 1983 in each of a sample of hospitals by the number of
patients treated in OPD and all 
in-patient departments in the hospital in
that year. The resulting numbers can be considered a rough approximationof average patient charges per illness episode at these hospitals.Taking the median point in the ranges presented in Chapter 3 and makingan 
estimate for health centers, gives the estimated patient charges per
illness episode shown in the first column of Table 6.7.
 



Table 6.7 

Health Card Coveraqe and Cost Reimbursement Compared 
tu Director Patient Feos per I1lne-ss Ipisode 

77-,rT -inrg- "es and Hne(dMThn latie.lt Clmrqr A-tiumd Al cation of Auraqn tbunher of Average ilimb:r of 

Health Card Coverage per Illlness Episode / Ipalith Card Fund i llrn Episo,]'s per illn-s Fpisod.s per 

and Reimbursement without the Card 1983-- Capital: (200 4 per HonnhIld a 200 51 Cart hl.eh],ld a 200 P card 
card) will rn,.,Pr If lhealth ill ccr-):r if llralth 

Car(d primmbir c- Card Funl Pn imbir-mie 

frnIlt 0,11ial;a pat int i ! 5n 1- rce t h iher 

Charqes in 19R3 at hleal th ('Unltrs 
Piatrii [tHispitalts 

s tio thanI Patilent Chiarg 
in 1903 

flealth Center 100 	 25% 5.0 3.3 

(50 pr card) _ _ 

10 Bed District 
1.5 	 1.0llospital 	 39 4 

30 Red District
 
Hospital 66 0.91 0.61 

30% 

(60 	ji per card)
60 BPI District 


Hospital 86 [ 0.70 0.47
 

Provincial
 

Hospital 	 110 F1 25 W 
(50 	ylper card) 0.55 

I/ 	loalth, Ceniter patient charges were estimated by asming that an i.11ne-a Orpismd" treat-h, at the 

health center requires 1.25 visitsl that is, that nost people arn treate s,: n'-.afully In one vJiit. 

The cost (to the Health 6nter) per visit In 1979 (pee Clha,. 3) was incrensod by 4 71, the incr-a-. 

inl the merical index between 1979 and 1903, and multipiled hy 1.25 to yield an Pstimate o[ 63 04 per Illness 

ill1-nss episode inl 19113. This number, in turn, was multiplied by the median per'.entage of health 

6enter costs reimbursed by patient charges In 1979-00 of 14.1% (h01I,1, Stujdy of Sost of lural Health 

Facilities In Thailand, pp. 186-108) giving an, estimate of 9.6 0, rounded to 10 '0, for patient charges 

per illness episode in health centers. 
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The 	second column of the table shows 
an assumed distribution of

health card fund capital designed to maximize reimbursement of
 
institutional providers: 80 percent of capital 
at the end of -the year

goes to health centers and hospitals, leaving 10 percent for individual
providers and oruc 
funds and 10 percent for loans, fund management and

other purposes. Given this allocation, the table shows that, on the
 
average, if households are 
treated for more than 1.5 illness episodes per
year in a 10-bed facility, or more than 1 illness episode per year in
a
larger district hospital, reimbursement of hospitals by the health card

funds will be lower than reimbursement by direct patient charges.

pemissable averages would drop to 	

The
 
1.0 	and C.6 illness episooes per
household per year, respectively, if the target were to increase cost
 recovery in district hospitals from 22 percent to 33 percent--still low
and 	below what they were recovering from patient fees in 1979.
 

Cost recovery in hospitals would be reduced further if more of fund
capital were allocated to support health centers and other primary care

providers at the community level. Here there is an obvious tension
between the objective of using health card funds to finance primary care

and 	the incentives the funds create for households to use the cards for
 
seconaary and tertiary care. 
 If,because of these incentives, a 30-bed

district hospital 
is heavily used and asks for and receives 80 percent of

fund capital 
at the end of the year, it would still 'et less

reimbursement from the fund than from direct patient .harges unless the
 
average household with a card was treatea for less than 2.5 illness

episodes per year in the OPD and in-patient departments of the hospital.

This is less than half the care sought by a household in one year to
 
treat wife and/or husband alone in 1981, 
and 	at much higher cost to the
nousehold than the 200 Baht card. 
 Finally, the hospital must wait untilthe end of the year to be reimbursed by the fund, while direct patient
fees are received soon after the services are 	delivered.
 

In summary, the analysis of prospective reimbursement of providers by
 
health card funds indicates that:
 

the 200 Baht card will cover only a tiny fraction of the cost of 
delivery the increased services card-holders are likely to use. 

* 	 the card may not generate as much cost recovery as direct charges 
paid by patients without the card. 

* 	 there will be a tension in allocation of fund capital between 
financing primary care and reimbursing secondary and tertiary
 
provi ders.
 

there will be an eventual tension between increased demand and
 
reduced reimburs2ment to pay for the services oemanded.
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. Summary, Conciusions and Recommendations
 

Health cara funds are innovative and conceptually correct. It is
 
appropriate and desirable for the MOPH, which spends only one Daht in
 
five for health services and medical care in Thailand, to influence and
 
structure private rural demand to better meet public health objectives
 
and make better use of scarce resources. A pr~payment scheme which
 
encourages the use of preventive services and rationalizes the referral 
structure for curative care is an effective and imaginative way To do 
tnis. 

The question addressed throughout this chapter is wnetner in price 
coveraqe and structure health card funds will accomplish the objectives
 
set for them. The conclusion of the analysis is that they will not
 
without some chance.
 

At 200 Baht--to say nothing of 100 Baht--the card is priced too low
 
relative to the cost of the services covered and relative to wnat rural
 
households were sDending for health services four years ago. The caro
 
should not be renewabie because renewal reduces capital and the pooling
 
of risk. Preferential access to low interest loans is a Detter incentive
 
for non-use of the card. Loans will increas,_e capital. Unused cards will
 
reduce demand and repurchased new ones will increase reimbursement of
 
provioers. The 10 percent discount at crug funds shoulc be eliminated.
 
Tne green cnannei in referral hospitals should, if possiblE, be retained.
 

The low price of the card combined with rising household incomes will
 
increase demand. Demand is unlikely to be limited very much by lack of
 
need or by travel and opportunity costs. Households have an incentive to
 
use the card for as many services as it will cover, particularly for 
riospitai services which entail the highest charge to patients without the 
card, and wnich housenolds before the card often used in preference to 
health centers even wiTh the higher charges. With the lower prices
represented by the cost of the card, the incentive to use the card for 
hospital services is high. Yet it is precisely in hospitals where 
without low average referrals rates per household, cost recovery will 
drop relative To recovery from direct patient fees, to say nothing of the 
full cost of providing the services used. 

As demand goes up, then, cost recovery may not keep pace. The MOPH 
could decide to encourage hcl. rs of free cards to purchase health 
cares--this is already happening at the local level--and to use its 
annual budget of aDoroximately 500 million Baht for the free card program 
To support tne hospitals and health centers and make up the difference. 
Eventually, nowever. supply may not keep pace with demand. Waiting time
 
would go up and the appeal of tne card woula drop. If referrals are
 
tightly controlled, cost recovery may De maintained or increased but
 
tight control would reduce the appeal of the card and far fewer
 
househoids may buy it.
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A better alternative, suggested by the analysis, may consist of a 
combination of higher-priced cards and graduatea benefits. 
Four possible

models are shown in Table 6.8. 

.he first assumes that the card costs 300 Baht and that fund capital

is allocated 15 percent to health centers, 30 percent to district 
hospitals, and 35 percent to provincial hospitals. Households are then
 
covered for 4 illness episoaes at the health center, and 2 at a 10-bed 
hospital or 1 at larger district hospitals or provincial hospitals per
 
year.
 

The second model assumes a 300 Baht card but eliminates coverage at
 
the provincial hospital except where a district hospital is not 
available. Fund capital is allocated 27 percent to health centers and 53 
percent to district hospitals. In this model, householas are covered for 
8 illness episooes at the health center, and 4 at a 10-bed hospital or 2 
at laroer district hospitals. Both models reimburse providers by at 
least as much as direct patient fees.
 

The third ronel assumes that the card costs 400 Baht and that fund
capital is allocated 20 percent to health centers, 33 percent to district 
hospitals and 27 percent to provincial hospitals. Households are covered 
for 8 illness episodes at the health center, 3 at 10-bed units, or 2 at
 
30-bed units, or 1 at 60-bed units or a provincial hospital. It is 
noteworthy that even 
at a price of 400 Baht per card, referrals to the
bigger hospitals, particularly the provincial hospitals, still need to be 
controlled to an average of only 1 per household per year to maintain 
cost recovery equal to direct patient fees. 

The fourth model assumes a 400 Baht card and excluaes coverage at the
 
provincial hospitals. Fund capital is allocated 20 percent to health 
centers, and 60 percent to district hospitals. In this moael, households 
are covered for 8 illness episodes at the health center and 6 at 10-bed 
facilities or 3 at larger district hospitals. Table 6.9 shows that if 
allowable coverage in this model is reduced to 5 at the health center and 
3 at a 10-bed hospital, or 6 at the health center and 2 at a larger

district hospital for a combined total of 8 illness episodes in either 
mix, then cost recovery per illness episode would increase by 25 to 38 
percent in health centers and by 33.3 to 50 percent in the district 
hospitals.
 



Tbl e 6. U 

lealthi Card runld lodels: Pzovider 1(diumburslmtn t 
Equal LtoDirect latlesit Fues 

' laractetistius 	 Cost of the Alloc;itlon of 'uid Capital Allowahle Ihe,i of 111ers -:oiisodes at each L.evel; 
Card Coverlm for RelitbursemoeiL (%) Some 1oCcs.,ble Co,"hii atiolls; 
8 Illness . ..... 

Episodest e th DisLriet [xovit[(eal ciat 1O-lhifd 30-lied ('0-lied Pioviicial 

(ilahit) Center Ilospitais Hospitals Center 1)i:tr let District District losJtal
 

Ilode 1 1l.L t a I w. t;aI tos1l tea
l Ilo!.ii 

One 	 300 15 30 35 4 ----------­
4 	 1 

4_ 	 1
B 4 t 
Two 	 300 27 53 0 I2to,.') 

8 3
 

three '100 20 33 27 0 I
 
0 t 	 t___ 

-~~ ~ ---------­
0 6 _
 

o,,r 4oo 20 60 0 --1 3_
 

"Other combinations are possible but are not shown., 
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noL shown. 
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The table also shows that reduction in coverage to mixes of 8 illness 
episooes in models two and three would also increase cost recovery per 
illness episooe but less so overall than in model four. kecovery is less
 
in district hospitals in model three because a portion of fund capital is 
allorcated to cover referrals to provincial hospitals. Recovery is less 
in health centers in model two because the card is 300 Baht. Any
combination of 8 illness episodes treated by 2 or more providers in moael 
one will reauce cost recovery per illness episodes relative to patient
fees everywhere unless all 8 episodes are treated in the health center 
and the fund's allocation of capital to the health center is increased. 

All models could cover more than 8 illness episodes in the health
 
center if only the health center is used. Alternatively, they could
 
offer' preferral access to loans or other incentives to households which
 
use only the health center for the 8 episodes.
 

Clearly there are numerous other variations which the moaels might
include. The cost of the card could vary directly with household income 
and/or inversely with travel costs to the health center. Higher priced 
cards offering more coverage could be sold on an optional basis. Poorer 
nouseholds could be allowed a discount and or the opportunity to purchase 
a card in installments, at harvest time, or by labor contributions to a 
multi-purpose community fund which includes health cards as part of its 
operations. Smaller families could be offered a card covering fewer 
illness episodes. Co-payments could be required, or deductables and 
ceilings imposed at district and provincial hospitals. 

Tnere are two basic auestions about all of these changes which the 
analysis cannot answer: first, how much simplicity should be sacrificed 
to increase financial viability of the funds and improve cost 
reimbursement of providers? Complexity may confuse card-holders and
 
service providers, create abuses and lead to poor management. Second,
 
what comtination of price increases and coverage limitations will
 
maintain the appeal of the card to households? There is some evidence 
reviewed in the sections on afforaability and incentives to suppose that 
increases in the price of the card may be prefereble to sharp limitations 
in coverage. This is because need is unpredictable and patient charges 
for a few illnesses in the hospital will still exceed the increased cost 
of the card. The card is well worth buying for protection because each 
year some households will save a lot of money while in the aggregate--if 
the risk is pooled--the fund will still be able to reimburse providers at
 
a rate equal to or better than direct patient charges. 

The most important recommendation of this chapter and of the study as 
a whole, is that the MOPH analyze these issues with better data and more 
intensity than was possible here, and to do so before health card funds 
as currently organized become widespread. This analysis should include
 
the monitoring of existing health card funds and experimentation with 
multi-purpose funds that include health cards, which the second phase of
 
the NESDB/PRICOR study is undertaking. The analysis should also include
 
simulations of and experimentation with different prices, coverage, and
 
levels of cost reimbursement. The end goal of the analysis should be to
 
determine what model or models with what prices, coverage and cost
 
reimbursement and what trainino and management requirements look best. A 
related goal is to determine how existing health card funds could be 
modified to be closer to the optimal model or models by graaual
adjustment of prices and coverage. 



CHAPTER 7
 

SUMMARY ANV CONCLUSIONS
 

1. 	Introduction
 

This chapter is a summary of findin~gs, analyses and recommendations 
on current and future finance of health services and medical care in

Tnailand. The focus is on the same set of questions addressed throughout

the study:
 

* How 	much is being spent for health, by whom and for what?
 
* What are the trends? 
S 	 What are the implications for policy?
 

The conclusions presented in this chapter' are developed from primary
and 	secondary 
sources used in the study, and from extensive statistical
 
analyses undertaken--particularly of household-survey data sets collected
by the Health Planning Division, MOPH, the Institute for Population and
Social Research, Maniaol University, and the National Statistics 
Office..!/ The various sources and data sets are subject to many of the
 
usual limitations and reservations of instrument design, samples'

application, variable forms, difference -indisagaregation, problems of

consistency and lack of comparability. 

But even with reservations about secondary and primary sources and

limited time available for the study, the major trends in health sector 
finance, the critical 
gaps and policy issues, the priorities for 
intervention and further investigations are clear. These are summarized 
in the next eiqht sections. 

2. 	Total ExDenditures for Health Services and Medical Care
 

Total expenditures for health services and medical 
care have grown

rapidly in real terms in recent years: from 29,183 million Baht in 1979 
to 41,771 million Baht in 1983.2/ 
 They have grown from 3.5 percent of

GNP to 4.6 percent, and from 633 Baht per capita to 845 Baht in the years
1979 to 1983. By way of comparison, the percentage of GNP spent on 

I/ 	 We gratefully acknowledge the collaboration and help received from 
trese institutions. 

2/ 	 These and all other Baht figures presented in this chapter have been
converted to 1983 Baht unless othervise noted. 
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health in three other count,-ies for which data are available was 3.2 
percent in Pakistan in 1981-82, 3.5 percent in Sri Lanka in 1982, and 5.3percent in Zimbabwe in 1980-81.1/ The amounts spent per capita in
 

these countries in the same years were 299 Baht in Pakistan, 322 Baht in 
Sri 	Lanka and 759 Baht in Zimbabwe.

2/
 

Per capita expenditures on health in Thailand between 1979 and 1983 
grew at an annual rate of 7.5 percent, higher than any industrialized
 
country. If this trend continues through 1991, expenditures will reach
 
6.4 to 7.9 percent of GNP (depending on assumptions about growth of the
 
economy), or about 1,660 Baht per capita.
 

3. 	Sources of Health Sector Expenditures
 

Health sector expenditures in Thailand are financed by private
 
sources, by households mainly and by corporations and other private 
sources. Private expeditures were 66 percent of total health
 
expenditures in 1979 increasing to 69 percent in 1983 (see Table 7.2).
Again, by way of comparison, private household expenditures were 33 
percent of total health expe ditures in Zimbabwe, 45 percent in Sri Lanka 
and 58 percent in Pakistan. 3 / In Thailand, private expenditures are an 
unusually high proportion of total health expenditures, while public 
expenditures are somewhat below the median for countries at comparable 
levels of per capita product.._/ Between 1979 arid 1983, MOPH and other 
government sources, including public sector enterprises, have been a 
slightly declining proportion of total health expenditures. In 1983, the 
MIOPH accounted for 19 percent and other government sources 12 percent of 
the total. 

Were these trends to continue through 1991, the MOPH budget would 
have to more than double in real terms to remain a constant proportion of 
total health sector finance. If MOPH expenditures remain a constant
 
proportion of the aovernment budget, MOPH expenditures will be a 
aecreasing proportion of health expenditures total.
 

I/ 	Michael H. Mills, "Health Sector Financing: An Introduction to the 
issues," in, National Council for International Health, Alternative 
Health Delivery Systems: Can They Serve the Public Interest in Tnird 
Wor-ia Settings, asnington, D.C., August, 1984, pp. 97-98. 

2/ 	Ibid. U.S. dollar estimatez in this source were converted to Baht at 
a rate of $1 = 23 Baht, the rate prevailing in 1983. 

3/ 	Michael Mills, op. cit, pp. 97-98.
 

4/ 	 World Bank, Thailand: Managing Public Resources for Structural 
Adjustment, Vol. I, August 3i, 1983, p. 268. 
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4. 	 Allocation and Trends: MOPH and Other Government Exenditures 

MOPh buoget and expenditures since 1981 show an important

proportional shift from urban and hospital expenditures to rural and 
primary health care expenditures, as follows: 

Percent of MOPH Budget 

1981 1985 

Bangkuk 12.1 7.0 
Primary Care 30.5 38.8 
Secondary/Tertiary Care 60.8 52.9 

Source: MOPH Budget Data 

Over the four years, allocations to primary 
real terms and allocations to Bangkok decreased 

health care 
in absolute 

doubled 
as well 

in 
as 

rolative terms. The proportion of the MOPH budget devoted to health 
p omotion increased from 16.8 to 18.8 percent and the proportion devoted 
t. communicable disease control increased from 17.7 percent to 18.6 
p, rcent. 

Itmay be difficult for the MOPH to sustain allocations to primary 
care and to the population living outside Bangkok. As will be clear in 
the 	 sections which follow, cost recovery in MOPH hospitals is aropping
and 	 household demand for secondary and tertiary care is increasing.
Other government expenditures are already primarily for hospital services
in Bangkok.
 

5. 	Costs and Cost Recovery
 

Cost recovery in MOPH hospitals appears to be decreasing as demand
 
for services and ccst per patient and per patient day increase. Unit
 
costs at different level institutions in 1979 and 1980 were already quite
high in comparison to the 8 "illness episodes" covered by a 200 Baht
 
health card or the 1981 fee structure published by of the MOPH. Fees
 
have not increased since 1981. Unit costs have undoubtedly increased
 
substantially since 1979--the "second oil shock" year--but more recent
 
estimates are not available. The national CPI for medical care increased 
by 47 percent between 1979 and 1983.1/ Thus, unit costs may be as much 
as 50 percent higher in 1985 than in 1979. If so, an OPD visit to one of 
the larger hospitals now costs 150 Baht and an in-patient day 400 to 750 
Baht. Cost recovery comparisons show a drop from 40-52 percent in 1979 

I/ 	National and regional CPIs for medical care are published in: Bank of 
Thailand, Ouarterly Bulletin, Vol. 213, No. 4, December, 1983. 
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to 22 percent in 1983 in the District Hospitals. Fees have not kept pace

with costs. The drop may also be explained by the effect of the "Free
 
Card" program and/or the spread of drug funds. The drop is important to 
investigate further. Cost recovery in most hospitals is based mainly on
 
drug fees. This finding is important because in some health card funds,

holders of the 200 Baht card are entitled to free drugs in the hospitals. 

6. Private Expenditures 

Private expenditures are mainly for curative services. In all
 
regions there is a shift in consumption with changes in income, place of 
residence, prices and supply, from self-treatment with purchased drugs to 
public sector medical care and from public sector medical care to private
medical care. A high proportioh of households sampled in 1979 reported
illness of one or more family members in the past month--73 percent of 
urban householas and 75 percent of rural households. in 1981 a repeat of 
this survey asked only if husband and/or wife were ill in the past month 
45 percent of households sampled said yes. High proportions of 
households reporting illness sought medical care. In the one month 
covered by the surveys, the proportion was higher than 90 percent. These 
high levels of contact were prior to health caras but did include some 
holders of free cards. 

There is an "income effect" or barrier to contact with medical
 
service in rural areas in 1981 among the households reporting illness. 
There was no income barrier evident in urban areas. The proportion of
 
households in rural areas reporting illness but not seeking care was
 
small; low incomes were a reason why they did not. The monthly

expenditures for health care by households reporting illness and seeking 
care in 1981, ranged from 276 Baht (Northeast, rural) to 820 Baht 
(Central, urban)l. These expenditures were high proportions of 
monthly income -- 13.9 percent in urban areas, 18.6 percent in rural 
areas. The proportions were highest in the poorer regions, reaching 24 
percent of income in the rural Northeast. 

Table 7.1 shows that as average annual health expenditures go up, the
 
percentage soent on self-treatment with purchased drugs goes down. The
total in Baht spent on drugs may still go up with expenditures, and the
 
drug store may still be the "provider" most frequently consulted, but the 
shift of expenditure is to medical care. Table 7.2 shows the same 
pattern by overall consumption levels in one location -- fringe Bangkok. 

1/ 1983 Baht
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Table 7.1 

Drug Consumption as a Percentage of Health Expenditures 
1981 - 1982 

Average Healtn Expendltures 
Percent Drues 
 Per Year (1983 Baht
 

BMA 24 2,210
 
Core 17 2,639
Frince 36 1,768 
All Urban 22 1,859
 
Northeast Rural 
 43 938 

Source: RSO, Socio-Economic Survey, 1981-82 

Table 7.2
 

Average Health Care Consumption,

Drug Consumption as a Percentage of Health Expenditures

and Average Household Size. by Total Consumption Level:
 

Bangkok Fringe 1981-1982
 

Annual Total Consumption Level (1983 Baht) 
less than 18,676 to more than 

18,676 43,577 43,577 

Average annual health Care 351 
 1,105 2,580 
Consumption (1983 Baht) I 
%ODrc 77 3145 

Average household size 2.1 3.9 5.5 
% Households 
 11 45 44
 

Source: NSO, Socio-Economic Survey 1981-82 
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All of these findings and trends are confirmed by the income 
elasticities esLimates presented in Chapter 4. The NSO data were usea to 
define three measures of demand for health services based on household 
expenditures, as follows: 

Dt = 	 demrna for health care measured by total household 
exenditures for all health services. 

Dp = 	 demand for drugs (mainly self-treatment) measured by 
expenditures for drugs in drug stores. 

Dm, = 	 demand for medical care measured by expenditures for 
public and/or private care. 

The income elasticity of demand measurea by any of these variables 
is, simply, the percentage change in demand which results from a one
 
percent change in household income. If the estimated elasticity is
 
greater than one, then demand will increase faster than income.
 
Estimated 	elasticities for 1981-82, are as follows:
 

Dt 	 Dp Dm
 

Kingdom 0.25 -0.69 1.62
 
Bangkok 1.21 0.07 2.05
 
Other urban 0.51 -0.29 1.68
 
Rural 0.64 0.28 1.35
 

Althouqh subject to many limitations, these estimates are consistent 
with findings in other countries of household elasticities oreater than 
one for a certain range of per capita income.!! It is noteworthy that 
in Thailand the estimates for medical care exceed 1.5 nationally ana in 
all urban 	areas, and 2.0 in Bangkok.
 

If averaqe household incomes increase by 3.5 percent per year between 
1982 and 1997--a 36 percent increase in real terms, then the estimates 
suggest that household demand fo.r medical care measured by expenditures

will increase by 48 percerlt in rural areas, 60 percent in cities other 
than Bangkok and 74 percent in Bangkok. The increases could be even
 
greater as the pattern of illness shifts increasingly from infectious to 
degenerative diseases, and household expenditure patterns in rural areas 

I/ Michael Mills, op. cit., p. 100, and Chapter 4, Section 5.
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and smaller cities evolve in the direction of the Bangkok pattern overthe ten-year period. Even if the estimates turn out to be 20 to 25
Percent too high, demand for medical care will still increase faster thanhousehold income in all regions, rural and urban. The MOPH, as the major
PuDlic provider of medical care outside of Bangkok, will face theprospect of having to devote an increasing proportion of its budget to
secondary and tertiary care. 

7. Implications for PHC and Basic Minimum Needs Objectives in Rural Areas 

Increased demand for curative services will put limitations on the
MOPH's continued provision of VHV and VHC training and of family planningservices or expanded dental 
or mental health services--unless demand for
these services is high and cost recovery is high. The possibiity ofincreased cost recovery for family planning services needs to Deexplored. In particular, it will be important to analyze how much
increased cost recovery, if any, would be consistent with the Dopulation
growth rate 	 targets of the Sixth Five-Year Plan. 

Other elements of PHC/BM--essential drugs, nutrition, sanitation,
control of enaemic diseases, MCH, EPI and health education--will
increasingly depend on the current and future viability and performanceof PHC funas set up to finance and provide these services locally. The
NESDB/PRICOR s-:udy analyzed the performance and viability of drug,nutrition and sanitation funds based on a national survey of 4,631 funds
and 72 case studies. The results, reviewed in Chapter 5, can be 
summarized as follows: 

* The drug funds are a success; viable and profitable in 
supplying 50 to 60 percent of thc rural population with
essential drugs. Many are evolving into multi-purpose 
funds.
 

* 	 The nutrition funds are in trouble, the majority cannot 
maintain capital; services financed and providea are being 
reduced.
 

* 	 A .iew sanitation funds are highly successful; but most are 
undercapitalized, most 	 under price loans, are inequitable,
and ineffective in mobilizing communty resources, and serve 
a small proportion of households. 

* A multi-purpose PHC fund model (possibly including health 
cards) would be more likely to generate hiah levels of 
local finance, conserve scarce management skills,

compensate VHVs and be more cost-effective in service 
provision than several single purpose funds.
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It is a priority for the MOPH to study hoA such multi-purpose funds 
can be encouraged; how new ones can be established where no PHC funos 
exist, and how existing single purpose funds might be combined or linked 
together to realize the benefits of multiple functions without 
threatening the viaDility of the successful single activities.
 

Health Card Funos are a major new initiative to influence and 
structure rural household demand--to provide MCH ana EPI and other 
preventive services and to rationalize referral patterns for treatment of 
illness. The HCF is conceptually correct and innovative. The analysis

in Chapter 6, however, suggests that: 

* 	 the price of the card is too low 

* 	 unused cards should not be renewable 

* 	 demand may puit heavy pressure on health centers and MOPH 
hospitals
 

* 	 cost recovery may be reauced in district and provincial 
hospitals 

* 	 the dr6g discount will threaten drug fund viability 

* 	 models'which include higher priced cards and lower or 
graduated benefits, and use preferential access to 
low-interest loans as incentives for non-use or low use of 
the card look like more viable alternatives. 

It is a high priority for the MOPH to analyze these issues further 
before health card funds as currently organized become widespread. 

8. Implications for Urban Areas 

The most important implication of the findings for urban areas is 
that demand for medical care is increasing most rapidly there. As 
household incomes go up and the causes of morbidity and mortality shift 
more to accidents and degenerative diseases, demand for hospital services 
will 	 increase. In Bangkok and a few other cities the private sector is 
able to provide first contact care and some secondary care. Where this 
is the case, the public sector should encourage it, not try to duplicate 
it. The concern should be with minimum standards, enrouraging
competition, and cost containment. A major job of the MOPHi and other 
public providers in the cities is the provision of the secondary and 
Tertiary care which--with the exception of P few hospitals for the 
wealthy in Bangkok--the private sector does not provide. Here the 
priority will be cost containment ana cost recovery to finance increased 
supply. As suggested in Chapter 3, fee structures in MOPH and other 
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public hospitals sniou. be reviewed, and should at a minimum 
differentiate between private patients able to pay ano public employees
entitled to hospital services at subsidized rates as part of their 
employee compensation. 

A second concern in urban areas is that families in the fringe areas 
and slums of Banokolk and in low income occupations in other cities are in 
some ways worse off than rural families with respect to health services. 
As was clear in Chapter 4, they are aDle to spend less for health care,
and spend as much or a greater proportion of 4t on drugs than many of 
their rural counterparts. Low income families in the cities cannot
afford to use available private clinics for first-contact care. They
self-treat with drugs, or go to the out-patient departments of larae
public or charity hospitals--often distant ano always with lon; and 
increasing waiting lines. 

The average cost to these hospitals of attending to one out-patient
 
is estimated to be at least 150 Baht. 
 This ismuch more than a modest
private clinic woulG cnarge the same patient for a comparable visit. It 
is thus a priority for the MOPH to analyze how an urban health insurance 
or primary care voucher system might be structured to encourage use of
preventive services and enable first-contact curative care for the urban 
poor to be supplied mainly by the private sector. 

9. Priorities for MOPH Policy and Further Study 

Overall, then, there are three priorities for policy and analysis: 

viability and impact of heath card funds: simulation and 
testing of alternate models including multi-purpose models 
with diversified income sources wnich link together 
existing PHC funds.
 

* repricirhg and increased cost recovery in health centers, 
and MOPH hospitals, and other public sector institutions. 

* feasibility study and testing of models for an urban health 
insurance or voucher system.
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Appendix
 

Price Level Adjustments
 

Throughout this repar':, it is frequently noted that Baht figures have
 
Deen adjusted for "price level", or "adjusted to 1983 Baht". This 
adjustment is intendec to make expenditure figures comparable between 
years, so that changes in resources devoted to health care can be 
evaluated aside from the effects of price inflation.
 

For adjusting health care costs and expenditures, the following medical 
care price indices f'om the Department of Business Economics of the 
Ministry of Commerce were used: 

1978 1979 1980 1981 1982 1983 

Bangkok 109.4 115.8 164.1 178.8 183.3 186.3 

Central 131.9 141.2 160.2 173.6 200.1 216.8 

North lIC.8 114.0 119.7 131.4 143.4 148.0 

Northeast 116.7 125.6 141.7 154.4 161.8 174.2 

South 103.4 112.3 119.0 123.3 134.8 136.9 

Kingdom 113.9 120.9 152.9 165.9 176.2 182.7 

For adjusting income and non-health care consumption and expenditures, 
the following general price indices from the December 1983 Bank of 
Thailand Quarterly Bulletin (Vol. 23, No. 4) were used: 

1978 1979 1980 1981 1982 1983 

Kingdom 116.1 127.6 152.7 172.1 181.1 187.9 

Bangkok 117.9 130.0 155.9 176.8 186.3 192.6 

Central 113.4 125.0 150.2 167.2 175.2 181.6 

North 115.0 124.1 145.5 162.8 171.5 10.0 

Northeast 114.0 123.3 149.9 169.1 178.2 188.2
 

South 113.6 125.2 148.7 164.4 173.0 178.4 

The regional indices enable adjustment for interarea differences in price
 
change over time, but they do not enable adjustment for differences in
 
prices between regions as of the base year for the series, 1976.
 

A Baht figure is adjusted by multiplyiiig it by the index for the year to 
which is is being adjusted, then dividing the product by the index for 
the year of the original figure. For example, a 1979 Southern Region 
health care expenditure figure is adjusted to 1983 price levels by 
multiplying it by 136.9/112.3. 


