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FOREWORD 

This is the fifth in a series of technical reports on
 
Health Care Financing in Latin America and the Caribbean
 
(HCF-LAC), produced by the State University of New York at
 
Stony Brook under contract with the United States Agency for
 
International Development.
 

Study director Dr. Sharon Stanton Russell developed the
 
design for the study in collaboration with HCF/LAC project
 
staff, following an exploratory visit to St. Lucia in May,

1987. In the implementation of the study, which included
 
field research in late 1987 followed by data analysis and 
preparation of the preliminary iraft of this report, Dr. 
Russell was joined by Mr. Michael Trisolini of the School of 
Public Health. Boston University, and Dr. Gretchen Gwynne of
 
the HCF/LAC pzojcct staff. Mr. Victor Hippolyte of the
 
Accounts Department at Victoria Hospital, Castries, St.
 
Lucia, participated full-time with the team during the
 
implementation phase cf the study.
 

In St. Lucia, overall policy guidance for the study was 
provided by a Steering Committee chaired by Mr. Cornelius 
Lubin, St. Lucian Permanent Secretary for Health. Committee 
members included Miss Zenith James, Deputy Director of 
Finance for Budgeting, Ministry of Finance; Dr. James St. 
Catherine, Medical Officer of Health, Ministry of Health; 
Mr. Adam Morris, Senior Accountant, Ministry of Health; Mrs. 
Sheila Nelson, Assistant Secretary, Ministry of Heaith; and 
Mr. Michael Cooke, Administrator of Victoria Hospital. 

Mr. Cooke also served as Chairman of a Victoria Hospital
 
Working Group, whose members included Mr. Egbert Andrew,
 
Deputy Administrator and Chief of Phamacy at the hospital;
 
Mrs. Brinetta Willius, Head of Medical Records; Mr. Victor
 
Hippolyte, Hospital Accountant; Matron Andreuille Parker,
 
Head of Nursing; Miss Marie Theresa Louis, Hospital
 
Storeskeeper; and Dr. MacDonald Chase, Consultant
 
Obstetrician/Gynecologist. Working Group members 
participated in discussions of the organization and 
financial manaqement of the hospital as well as in the 
actual data-gathering process. 

Mr. Nahum Jean-Baptiste of the Statistics Department,
 
St. Lucian Ministry of Health, helped assemble the health
 
services and health status data presented in this report.
 
Sister Sharee, Administrator of St. Jude Hospital, Vieux
 
Fort, St. Lucia, escorted the study team during a site visit
 



to this privately-run, government-subsidized facility.
 

After completion of the fieldwork phase of the study,

Mr. Chandra Shrestha of the Department of Economics,
 
SUNY/Stony Brook, formatted the tables presented in this
 
report; Miss Lillian Tarr of the Boston University Health
 
Care Research Unit analyzed the Appropriateness Evaluation
 
Protocol (AEP) finings; and Mr. William Stanley prepared
 
the graphics.
 

During a return visit to St. Lucia in February, 1988,

Dr, Russell reviewed the preliminary draft with the
 
Honorable Romanus Lansiquot, Minister of Health, Housing,

Labour, Information, and Broadcasting of St. Lucia, and Ms.
 
Louise (Holly) Wise of the USAID/RDO/C office in Barbados.
 
Professors David Young of Boston University and Theodore
 
Marmor of Yale University also provided informed comments on
 
the preliminary draft.
 

Finally, the preliminary draft was thoroughly reviewed
 
at the third annual HCF/LAC Project Workshop, held in
 
Antigua, Guatemala, in March, 1988. Participants in the St.
 
Lucia Discuw<ion Group at the workshop included the
 
Chairman, Mr. LIewelyn Gill, of the St. Lucian Ministry of
 
Health; Ms. Wise; Mr. Cooke; Mr. Andrew; Dr. Robert L.
 
Robertson, HCF/LAC consultant; Mr. Douglas Fairweather,
 
Permanent Secretary, Ministry of Health, Belize; Mr. Sam
 
Dowding, USAID/Belize; Mr. Charles Clayton, Ministry of
 
Health, Jamaica; and Mr. Theodore Weinbeig, HCF/LAC Advisory
 
Committee.
 

The final report was edited by Dr. Gretchen Gwynne,
 
Research Assoc4ate to tha HCF/LAC project.
 

Dieter K. Zschock
 
Director, HCF/LAC
 



EXECUTIVE SUMMARY
 

In 1987, a study team from the State University of New
 

Stony Brook, working under the USAID-sponsored
York at 

Care Financing in Latin America and tbc Caribbean"
"Health 


health
(HCF/LAC) project, joined with St. Lucian 

Lucia's
professionals to analyze the financial costs of St. 


major public health facility, the 100-year-old Victoria
 

Hospital. The antiquated facility, soon to be refurbished or
 

absorbing nearly 40 percent of expenditures in
replaced, was 

Health anid Medical Care Division of the country's
the 


overburdened,
Ministry of Health (MOH) and was severely 


while the country's two smaller, newer district hospitals
 

were operating well below capacity.
 

study included documenting the
Specific goals of the 


role of Victoria Hospital within the St. Lucian health
 
hospital
system; calculating all costs of services at the 


(which involved calculating not only the actual but also the 

imputed costs for all hospital cost centers); expressing
 

these costs in terms of units of service, such as patient
 

days or laboratory tests; distinguishing controllable from
 

at major levels of decision-making
non-controllable costs, 


(nationil, MOH, hospital administration, hospital staff);
 

providing examples of cost reporting feasible under the
 

existing record-keeping system, for improved financial
 
subjecting one high-volume
management at the hospital level; 


diagnostic category (childbirth) to in-depth utilization
 
review and average cost analysis, to test the utility of
 

analysing and managing costs by diagnostic category rather
 
the new and
than by department; and, on the basis of 


detailed hospital cost data generated, presenting Victoria
 
of Health, and the
Hospital, the St. Lucian Ministry 


with a series of options for
Government of St. Lucia 

control at the hospital and, more broadly,
improving cost 


for improving the allocation of the country's health care
 

resources.
 

Major Findings: Government and Ministry of Health
 

In keeping with its strong commitment to health, the
 

government of St. Lucia is shouldering much of the country's
 

health care burden. Recurrent expenditures by the Ministry
 

almost 5 percent of the country's Gross
of Health amount to 

expenditure that
Domestic Product, a level of health 


approximates Great Britain's and reflects the central role
 

i
 



of government in the organization and delivery of health
 
services. As a share of total central government spending,
 
MOH expenditures have declined from a high of 16 percent
 
earlier in the decade to 12 percent, a proportion similar to
 
public sector expenditures (under both MOH and Social
 
Security programs) in LAC countries at comparable levels of
 
socioeconomic development, such as Belize and Peru.
 

In constant prices, per capita spending on health has
 
increased by nearly 64 percent over the last decade; in
 
current prices, it has nearly tripled. The 1986/87 figure,
 
EC $142 (US $53), is comparable to per capita health
 
expenditures in other lower-middle income countries, but the
 
rate at which spending for health care is increasing is
 
nevertheless worrisome, particularly in view of recent
 
changes in patterns of morbidity and mortality toward
 
chronic and degenerative diseases requiring intensive and/or
 
lonq-term care.
 

The National Insurance Scheme (NIS) annw~ly contributes 
a substantial subvention, EC $1,500,000, to the MOH. It is
 
unclear whether the NIS subvention is either appropriate
 
under current legqislation or adequate for coverage of health
 
care costs incurred by NIS enrollees. In other LAC
 
countries, levels of social security contributions similar
 
to St. Lucia's are sufficient to cover costs oi medical
 
treatment for ill or injured workers and even to support 
limited care for enrollees' dependents.
 

Revenues generated within the MOB (as distinct from
 
general tax revenues) have increased since 1983/84. However,
 
hospital user fees represent only a relatively small
 
proportion of the health-related revenues generated by the
 
MOH; proportionately, most of the increase is accounted for
 
by the NIS subven-ion. Excluding this subvention, MOH
 
revenues are only about 3 percent of expenditures, a
 
relativelj (and consistently) low rate of "cost recovery."
 
Reasons for this low rate include (a) St. Lucia's choice of
 
a public sector approach to health care delivery; (b) the
 
existence of legislation exempting an estimated 92.7 percent
 
of the population from payment of fees for health care; and
 
(c) the resulting conviction, on the part of many St.
 
Lucians, that they need not take responsiblity for their own
 
health expenses. It was estimated recently that only 2.3
 
percent of St. Lucians' disposable household income is spent
 
on health, ana most of that is for pharmaceuticals.
 

Some 18-20,000 St. Lucians (approximately 14 percent of
 
the population) are covered by NIS, and about 7500 (5.3
 
percent) hold private health insurance policies. Allowing
 
for some overlap, between 15 and 20 percent of the
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population has some form of health insurance coverage.
 

The organization of private insurance in St. Lucia
 

requires further investigation. In 1985, the value of claims
 
against private insurance carriers was only 31.4 percent of
 
gross premiums collected. In comparison, payout ratios were
 
nearly 49 percent in Trinidad and Tobago, over 70 percent in
 
Barbados, and 78 percent in Jamaica. Thus private insurance
 
in St. Lucia appears to be highly profitable for insurance
 
carriers, but government-sponsored health providers derive
 
relatively little payback from these sources.
 

Data on St. Lucians' abilfity to pay for health care 
show that there is a large low-income gromp for whom 
substantial out-of-pocket expenditures for health are not 
possible. Some 23 percent of resmondents to Government's 
1982 Hrusehold Budget Survey reported annual incomes below 
EC $2000. Approximately 25 percent of the population is 
unemployed, and about half the workforce is in the informal 
sector, where wages and job security are low. Selected data 
on willinoness to pay suqqest that consumers can and do pay 
for outpatient visits at locatiois other than Victoria 
Hospital, but (in general) they do not pay for hospital 
care.
 

Pates of qrowti in expenditures for Victoria Hospital

have exceeded both zhe arowth rates for the Health and
 

Medical Care Division of the M110 and for the Retail Price 
Index for Services. Because of the high personnel component 
in the hospital's expenditures, the growth rates of the 
hospital's budget were particularly high in years of public 
sector wace settlements. 

Major Findings: Victoria Hospital
 

At a fully-accounted-for operating cost of EC $a,448,688
 
for fiscal ,ear 1986/87, Victoria Hospital is costina the
 
Government of St. Lucia some 31 percent more than the EC
 
$6,451,130 in expenditures shown in the official "Estimates
 
of St. Lucia." These greater total costs are the result of
 
expenses for the hospital that appear on other MOH budgets,
 
other ministries' budgets, or off-budget altogether. Since
 
the facility is fully depreciated, this figure reflects
 
total direct and inditect operating costs; if depreciation
 
of buildings and annuitization of the capital costs of land
 
were included, the total annual cost of Victoria Hospital
 
over the same period would be EC $10,680,274, oi nearly 66
 
percent more than the official expenditure estimate.
 

The hospital has firm control over only about 20 percent
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of its total recorded expenditures. Personnel costs, its
 
largest expense item, absorb nearly 69 percent of total
 
expenditures. This line item is largely determined 
by

negotiated agreements between the Public Service Union and a
 
Cabinet-appointed negotiating team, and is therefore beyond

the direct control of the hospital administration. The costs
 
of pharmaceuticals and supplies are only partially under the
 
control of the hospital, which shares responsibility for
 
these costs with Central Medical Stores.
 

Current legislation exempting most St. Lucians from
 
payment of health care fees means that Victoria Hospital 
 is
 
entitled to collect, in user fees, less than ten percent of
 
the value of the services it provides. In 1986/87, the
 
amount the hospital would have collected in fees if all
 
patient 3 -- exempt or not -- had paid for services, at 
existing levels of hospital, maternity and medical fees, was 
EC $3,816,701. The value of the services not billed because 
of exemption legislation was EC $3,538,082, more than 90
 
percent of the value of those services.
 

The small proportion of MOB revenueL: currently
 
represented by hospital user fees 
 is made smaller by

appreciable leakage of potential revenue due 
 to
 
non-collection of fees payable at the hospital. Projections
 
for 1987/88 suggest that collections of hospital, maternity
 
and medical fees will be substantially below potential.
 

The user fees that the hospital chares those who are
 
required to pay are, on avrage, considerably lower than the
 
actual unit costs of services. For most inpatient wards, the
 
fees set by the government schedule cover only 9 to 17
 
percent of costs. For Casualty, Radiology, Operating
 
Theatre, and the (p-rivate) Baron Wing, fees are about 50
 
percent of costs. Only Laboratory and Physiotherapy have
 
fees approximating the actual costs of the services
 
provided.
 

For both the hospital and the government, it may be
 
difficult to effect substantial reductions in costs, but it
 
is possible to slow the rate of growth in expenditures and
 
achieve better value for each dollar expended by improving

the allocation of real and financial resources. The study

team recommends consideration of the following short- and
 
medium-term options for improved financial management.
 

Options: Government and Ministry of Health
 

Ultimately, St. Lucia will need alternatives to general

taxation 
 as a stable and reliable source of financing for
 

iv 



health. Cost recovery is presently low, but it will be
 
difficult to make improvements in cost recovery (and thus in
 
financing) without first protecting individuals and families
 
against extraordinary losses. For this reason, the study
 
team recommends that Government give hih priority to the
 
further development of risk-sharing mechanisms (health
 
insurance in which the risk of illness is pooled). This will
 
be essential both to ease the strain that health care places
 
on central government finances and to protect St. Lucians
 
from extraordinary household financial outlays. Two forms of
 
risk-sharing mechanisms for health already exist in St.
 
Lwcia: the NIS (which covers 14 percent of the population)
 
and private health insurance (5.3 percent). A third form,
 
"preferred provider" arrangments, are now under development 
at St. Jude Hosital, and a fourth option, a "health levy" 
(similar to that used in Barbados), has recently come under 
consideration. Of these four mechanisms, two -- social 
security and l.. 1h levies -- are forms of social insurance. 

Before v-u ,elorxment of any of these, risk-sharing 
mechaniz . : , oeejs further, St. Lucia should take two 
important 3tUP. First, thy role of uqv<rnme:4-sqonsored 
health Amurynce 1P St. Lucia should to determined. This 
wi 1 'ivo e addressing a number of questions. Is it 
nuces y cv advisable to have two separate programs, NIS 
and an This- dependz on several related 
questions. Ae tne current levels of contribution to NIS, 
and the pogian's financial situation, sufficient to support 
expanded ,, h coverage? This could be deter ined via 
thorouc' arai of NIS's financial ci rc mstance: and 
di a'cui- ith from internationalwnzw e'per the Labor 
Oryan i at on and financ ial managers in other social 
insuio:c. scheme. If it becomes clear that additional 
financial contributions are needed, a health levy, and the 
differen ways it could be administered, should be further 
considered. Should such a levy be attached to inland 
Revenue and administered along with other forms of general 
taxation, or applied in the form of a percentage increase in 
NIS contributions and administered under that scheme? In 
view of the human and financial resources involved, 
establishin an entirely new and separate system for 
administerinA a health levy seems unnacessary. 

If it is determined that an expanded NIS role in
 
providing social insurance for health is desireable, it must
 
be determined whether or not existing NIS legislation is
 
adequate to support such a development. Legislative changes
 
would probably need to be made, and an appropriate basis
 
found for either calculating a subvention or billing NIS
 
directly for services. At the same time, St. Lucia should
 
consider (a) implementing provisions of the NIS legislation
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that allow for extension of NIS to cover the self-employed,

and (b) including all 
 government workers (pensionable as
 
well as non-pensionable) as NIS contributors.
 

The second step in developing risk-sharing mechanisms in
 
St. Lucia is to ascertain the role of private insurance as
 
an adjunct to social insurance. The reasons for the low
 
levels of payout by private health insurance carriers are
 
unclear, and further investigation -- perhaps by a joint

government/insurance industry task force 
-- is needed.
 

In choosing the appropriate path for the development of

risk-sharing, Government will want 
 to ens.ure that the
 
mechanisms selected do not contribute to 
rising health care
 
expenditures, 
as both social and private insurance have done
 

,
in so e countries. To ensure that costs are restrained 
 even
 
as sources and levels of financing are expanded, Jt is

important that at one central point in the ! sem, a sinole
 
payor bears full responsiblit for reconciling costs and
 
payments; a "pluralistic" system, ini which there are many

different payors leach of whom can shift 
reponsibility for
 
costs to somebod else) should be avoideG. This has several 
practical implications for choices among risk-sharing

options. First, it suggests that St. Lucia should proceed

with g rat caution in the expansion of third-party private
insurance coverage, where financing and utilization are most 
sharply separated. Second, it argues that St. Lucia should
 
encourage combinations of social insurance with preferred
 
provider or other managed care arrangements between
 
employers (or voluntary associations) and health facilities.
 

As short-term measures that might stimulate 
 the
 
development of risk-sharing schemes, St. Lucia should
 
consider introducina a requirement that all employer offer
 
some form of health insurance for their employees; improve

the submission and paYout of claims private insurance
 
carriers; and promote managed 
 care arrangements -­
especially arrangements that make use of the country's two
 
underutilized district hospitals.
 

St. Lucia snould eventually revise its public hospital

fee schedule, to bring fees more into line with costs and to
 
distinguish among the different costs for services provided
 
at different levels of care. This will take time, but in 
the
 
meanwhile Gcvernment can begin now to rigorously enforce the
 
collection of fees and, on the basis the cost
of HCF/LAC

analysis, 
 to charge those already insured the full resource
 
costs of the health care they receive.
 

Over the long term, it will be necessary to revise
 
current laws under which 
some 92.7 percent of the population
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is exempt from paying fees for health services. The
 
substitution of an income tax credit for health expenditures
 
may prove to be a politically acceptable alternative to
 
blanket exemptions, consistent with efforts to improve
 
personal and business income tax collection.
 

As part of the effort to secure financing for the
 
proposed New National Hospital, St. Lucia should explore
 
with donor and ]ending agencies the possibility of including
 
systems development costs as a capital expense item.
 
Structural changes to existing systems are needed to
 
increase revenues from -- and improve resource allocation
 
within -- tue new hospital.
 

Finally, Victoria Hosp_!ta] management should be given 
more autonomy throuqh the establishment of an independent 
hospital board. The necessary degree of independence must 
include control over wages and benefits. In the long rut., it 
will be difficult for the hospital to aciiieve effective cost 
control without semi-arttom:ous status. 

Options: Victoria Hospital
 

The hocpital should immediately implement an improved 
financial acc-u <L and management collection and0 data 
eotin system, ould identify direct and indirect 

costs by departmenta classification and link them with the 
statistical information sstem maintained by Medical 
Records. The revised en should incluie i7p ovenents in 
basic services information, including utilization as well as 
cost components, in order to generate full cost data by 
departments and other service centers, and should function 
on a routine rather than a ::pecia] stidy basis. Ideally, it 
should apply not only a Victoria but to all inpatient 
service facilities in the health system. As a minimum, a 
thorough review; documentation, and revision of current 
procedures in financial data cJliection and reportinq is 
required, and should be done hand in hand with revision of 
procedures on patient flow, admissions, and discharges. 

The inventorving, storage, and requisitioning of
 
supplies and pharmaceuticals within the hospital should be
 
improved, to complement Central Medical Stores' ongoing
 
effort under the ECDS project. Stores should be consolidated
 
in a single location, and a manual inventory system for all
 
stores should be instituted, with a view toward eventual
 
computerization. A standardized system for requisitioning
 
supplies and pharmaceuticals should be developed.
 

Possibilities for reallocating space and labor for
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greater efficiency and productivity should be explored.

Hospital Stores, for example, needs more space in order to

centralize all supplies, and the single storeskeeper is
 
overburdened. On the other hand, the 
large library reading
 
room (also used for nurses' training), which is attended
 
full time, is underutilized. It should be staffed only part

time, and cleaned weekly rather than daily 
-- or devoted to
 
another purpose.
 

Departmental management the level
at ward should
 
gradually be introduced. A good place to begin would be 
 the
 
introduction of a simple requisition system that would
 
enable staff to track resources and their utilization, and
 
provide summary 
analysis and feedback to ward-level staff,

whose decisions affect the utilization (and thus the costs)

of supplies and pharmaceuticals. The addition of data on
 
staffing patterns and productivity woulK further enhance the
 
ability of department staff to manage costs.
 

Patient wresentinc themselves in the Casualty 

Degpartment should be charaed for non-emergecv visits that,
in the opiw4on of the doctor on duty, should have been
atten<ed to atal health center. This would reduce the number 
of walk-in visits to the overburdened Casualty department,
generate some regular revenue, and encourage patients to
 
place a value on (and thus to save fcRK medical care.

Non-emergency cases should 
 not be seen in Casualty until
they are paid for; patients who cannot pay should be

referred to their local health 
 centers for treatment.
Alternetively, if a revised fee schedule differentialwith 
pricing (reflecting 
 the actual costs of services and
 
subsidies for low-income and other selected groups or

services) were drawn up, non-emergency patients could be

given the option of going to their local health centers for

free care or paying the full costs of their care at 
Victoria.
 

The possibility of contracting ou for selected

services, such as food service (Catering) or laundry, should 
be eplored The HCF/LAC cost analysis can be used as a 
basis for assessing options in this area in ofterms 

expenditures and potential cost savings. 
 But caution is
 
advisable here, since indirect costs may simply be
 
reallocated rather than 
 eliminated. Further investigation

into the differential costs associated with these options is
 
needed.
 

A national hospital such as Victoria will never be
entirely free-standing. The public sector orientation of
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health services in the country, as well as Government's
 
commitment to their accessibility, mean that some government
 
subsidy will continue to be required. However, the
 
introduction of internal financial management reforms, and
 
the establishment of Victoria Hospital as a quasi-public
 
entity under an independent board, would go a long way
 
toward enabling the facility to better manage and control
 
its costs. This improvement, in turn, would allow for the
 
reallocation of some MOH resources to areas in which they
 
would better serve the health needs of all St. Lucians.
 

ix
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GLOSSARY
 

ALOS (Average Length of Stay): the total number of
 
patient days divided by the number of admissions.
 

Depreciation/annuitization: depreciation of buildings
 
and annuitization of the capital costs of land.
 

Direct Costs: costs that can be specifically and
 
unambiguously associated with particular hospital

departments, such as salaries, pharmaceuticals, supplies,
 
and depreciation of capital equipment.
 

Direct Service Departments: hospital departments whose
 
primary function is to provide services to patients (e.g.,

maternity ward, laboratory, physiotherapy department).
 

Indirect Costs: genera)ly, costs associated with more
 
than one hospital department (e.g., costs of Administration,

Laundry, or Housekeeping), and which therefore need to be
 
apportioned among these departments. The term is also used
 
occasionally to refer to the costs of 
indirect departments.
 

Indirect Departments: hospital departments whose
 
primary function is to provide services to other hospital

departments (e.g.. Administration, Laundry, Housekeeping).
 

Occupancy- Rate: the total number of patient days

divided by (the number of beds X 365 days).
 

Payroll Costs: the sum of all direct expenses for
 
payroll, but without allowance for fringe benefits.
 

Personnel Costs: the sum of all direct expenses -for
 
personnel, including fringe benefits expenses.
 

Total Direct and Indirect Costs: the sum of actual
 
expenditures for Victoria Hospital according to 
 the
 
Estimates of St. Lucia, plus expenditures for items consumed
 
at Victoria Hospital but reflected, in the Estimates, in the
 
budgets of other departments in the Ministry of Health or
 
other ministries, plus the value of items consumed 
 at
 
Victoria Hospital but not appearing on any budget. As used
 
in this report, Total Direct and Indirect Cost refers to
 
costs after application of the stepdown procedure for
 
allocating indirect costs. The category has been 
calculated
 
two ways: with and without depreciation of buildings and
 
annuitization of the capital costs of land.
 

xvi
 



LIST OF ACRONYMS 

AEP Appropriateness Evaluation Protocol 

ALOS Average length of stay 

CMS Central Medical Stores 

DMO District Medical Officer 

GDP Gross domestic product 

GOSL Government of St. Lucia 

HCF/LAC Health Care Financing/Latin America and the Caribbean 

ILO International Labor Organization 

IMF International Mlonetary Fund 

LAC Latin America and the Caribbean 

MCH Maternal arid Child Health 

MOF Ministry of Finance 

MOH Ministry of Heulth 

NIS National Insurance Scheme 

OECS Organization of Eastern Caribbean States 

PAHO Pan American Health Organization 

PHC Primary health care 

SUNY/SB State University of New York at Stony Brook 

USAIE United States Agency for International Development 

VH Victoria Hospital 

WHO World Health Organization 

xvii
 



NOTE ON EXCHANGE RATE USED
 

The exchange rate used throughout this report

is 2.68 Eastern Caribbean dollars to 1.00
 
United States dollar. Throughout, the dollar
 
sign ($) is used to denote EC dollars, unless
 
it is preceded by US.
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I. INTRODUCTION
 

A. Historical Background of Shudy
 

Early in 1987, the Government of St. Lucia indicated its
 
interest in participating in the USAID-sponsored "Health
 
Care Financing in Latin America and the Caribbean" project
 
(HCF/LAC), implemented by the State niversity of New York 
at Stony Brook. During an HCF/LAC representative's 
exploratory visit to the island between 17-22 May 1967, St. 
Lucian officials unanimously agreed that a country study 
under this project should focus on the financial costs (1) 
of Victoria Hospital (VH) , the public health system's 
principal hospital facility. An absence of data on all but 
general line item expenditures for the hospital was impeding 
government's financial control in the health sector, and 
constraining efforts to allocate resources in an optimally 
effective manner. In addition, efforts to plan for a new 
national hospital to replace VE, 100 years old in 1987, made 
this a particularly good time to better understand she costs 
of the existing facility. 

A draft design for a study focusing on the costs of 
Victoria Hospital was drawn up in August, 1987, and shortly 
thereafter was approved by the St. Lucian Ministry of 
Health. Field research in St. Lucia was conducted between 
October 5 and November 6, 1987, by a three-person HCF/LAC 
study team in collaboration with St. Lucian counterparts, 
who were organized into a Steering Committee (based at the 
Ministry of Health) and a Working Group (based at Victoria 
Hospital). Between November, 1987, and January, 1988, the 
study findings were analyzed, and a preliminary draft of 
this report was prepared and disseminated to all study
 
participants in February, 1988. At the request of the
 
Ministry of Health, the HCF/LAC team leader revisited St.
 
Lucia, also in February, 1988, to discuss the preliminary
 
draft with St. Lucian health authorities. Subsequently the
 
draft was thoroughly reviewed by study team members, host
 
country counterparts, and other experts in hospital cost
 
analysis at the third annual HCF/LAC workshop, held in
 
Antigua, Guatemala, from March 16 to 18, 1988. This final
 
version of the report incorporates the fruits of the team
 
leader's follow-up visit to St. Lucia and the Antigua 
work shop. 



B. Study Objectives and Methodology (2)
 

Specific objectives of the study were: 1) to document
 
the role of Victoria Hospital in St. Lucia's health system

and the organization of services at the hospital; 2) to
 
identify and calculate both actual and imputed costs for all
 
departments and other services at the hospital, and to
 
express these costs in terms of service outputs (e.q.,

patient days, x-ray examinations, or laboratory tests); 3)

to identify controllable and non-controllable costs at major

levels of decision-making: national, central Ministry of
 
Health, Victoria Hospital administration, hospital staff
 
(physicians, nurses, department heads); 4) analyse the
to 

cost structure and costs per unit of service (e.q., per
ward, per patient day), and develop recommendations 
concerning areas in which improved management and/or cost 
savings might be effected; 5) to select one high-volume
diagnostic category (e.g., cnildbith) and conduct detailed
 
utilization and average cost analysis, in order to test 
 the
 
applicability and utility of analysing and managing costs by
diagnostic category rather than by deparment; and 6) to 
provide examples of cost reporting for financial management
and control at the hospital level, feasible under the
 
existing record keeping system.
 

It was understood that, in addressing these objectives,

the study would offer to Victoria Hospital, the St. Lucian
 
Ministry of Health, and the Government of St. Lucia a series
 
of options for impioving cost control at the hospital and,
 

HCF/LAC study team addressed all of these objectives and, 


more broadly, for allocating the country's health care 
resouizes with greater effectiveness. 

During the field research phase of the study, the 
in
 

addition, broadened its investigation of the country's

overall health financing system and revenue generation

potential in order to provide a sounder context within which 
to recommend policy options at the national as well as the
 
institutional level.
 

C. Context of the Hospital Cost Analysis
 

Since independence from Britain in 1979, the government 
of St. Lucia has consistently placed high priority on health 
services; public expenditures for health routinely exceeded 
10 percent of total government expenditures throughout the 
1980s, despite growing financial constraints. The present 
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organization of the country's government-run- and/or
 
government-supported health care facilities underscores this"
 
policy commitment to accessible health care. There are five
 

and one mentai hospital), and a total of 522 hospital beds
 
-- one for every 262. St. Lucians. Primary care also
 
represents a major part of the government's policy
 
commitment to health, and PHC (primary health care) services
 
are provided at over thirty health centers around the
 
country. In addition, the services of physicians are 
available privately. '1
 

Financial constraints in recent years have resulted in
 
increased attention ,to financial accountability and revenue
 
generation in all sectors of the St. Lucian economy,

including health, and the introduction in recent years of
 
changes in the national budgeting process and computerized
 
financial reporting reflect the emergence of financial
 
control as a national policy priority. At the same time, it
 
continues to be a matter of policy to assure that health
 
services are.available without charge to many St. Lucians,
 
including the elderly, schoolchildren, and most public
 
employees. At present, according,, to Ministry of Health
 
estimates, all but 7.3 percent of the population is exempt

by law from paying health care fees. For those not exempt,
 
there is an official schedule of user fees for public health
 
services, in place since British times and updated in 1985.
 
However, this fee schedule bears no relationship to the
 
actual costs of .the services for which fees are levied (a
 
widely-acknowledged matter of concern within the health
 
sector), and even those who should pay do not always do so.
 

It was within this context that St. Lucian health
 
officials elected to focus this study on the costs- of
 
Victoria Hospital. According to the revised "Estimates" for
 
1986/87 (3), VH accounted for 32 percent of total recurrent
 
expenditures by the Ministry of Health, Housing, Labour,
 
Information, and Broadcasting (MOH), and nearly 40 percent
of all expenditures by the Health and Medical Care component
of the Ministry. Yet before the preparation of this report 
there were no detailed data to permit analysis of whether or 
not these expenditures accurately reflect the total costs of 
resources utilized by the hospital, nor analysis -of the 
distribution of either direct expenditures or total resource 
costs among the hospital's various departments and services. 
A principal aim of the study, therefore, has been to provide 

-St. Lucia -with a more detailed database and empirical 
analyses to facilitate improved financial management and, 
fiscal control at both the institutional and national 
levels. -, 

3 4­
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D. Organization of Report
 

Chapter II of 
 this report contains basic demographic

data, plus information on the overall health status 
of the
 
St. Lucian population and the organization of .ospital,

physician, and ancillary 
health care services in the
 
country. 
 The chapter also outlines the financing of health
 
care in St. Lucia, discussing public and private revenues
 
and expenditures for 
 health, the effect of national
 
legislation exempting over 90 percent of St. 
 Lucians from
payment for health care, and the role of the country's 
social sccu-ity scheme and private insurance carriershealth care financing. in

The final section of the chapter
presents conclusions and rccommendations concerning St. 
Lucia's health financing situationi. 

Against this backd rop, fccuses on
Hospital, first describing ita-anien and orgaaization 

iI] fCapte Victoria 

and then ".oviding an (oe''! - w cf t h ehodoiogy used in
the hospital cost analvy is. (Detailc_ C L IC, cO t accounting
methodology r found i A )pn d/ A The cil ptc, r then 
presents a comp reiennslve o C'Coar e cV I C'itoria
Hospi ia with a suPIma ry of kev f io irig s- . Thc role of
utiliation review i. hospital ccst anagemeint, and the 
results of a review of a s.,e of medical records from VH
using tane Boston Universitv AEP (Appropriateness EvIluation 
Protocol) pcocedure, are discussed, and te hospital's
potertial for revenue generation and coI ect ion are
assessed. Finally, recommendations for improved cost 
maragement at VH are itemized. 
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II. SOCIOECONOMIC CONTEXT
 

A. Demographic and Social Profile
 

in 1987, St. Lucia had approximately 142,000 inhabitants 
-- up from about )21,000 in 1979, the year in which the 
country gained its independence from Great Britain (see
Table 1). Because of an overall decline in the birth rate, 
the rate of natural increase slowed from 3.1 to 2.5 percent 
between 1970 and 1985, and emigration has helped to limit 
net population growth to a moderate 2 percent per year since 
1977 (World BIank 1986:35) (4). Nevertheless, the population 
of St. Lucia continues to grow, and, if present trends 
continue, r;av more than double in the next fifty years (MOH 
'1985:10). 

Abouit 41 percen)t of the island's population now lives in 
Castries, rhe capital city, where VH is located (MOH
1985:5). The urban -area surrounding Vieux Fort, where the 
country's second largest health care facility (St. Jude 
Hospital) is located, contains only 8 percent of the 

,population (MOI1 1985:103), ]Itho jh th i pLivately-run 
hospital, in return for a goveronent subsidy, is mandated to 

(:cians or,, Lr theserve St. f the e ri southern end of 
island. Souf riere and Eennery, where, tn country's two small 
district hospitals are located, each contain less than 10 
percent of t'e popnlt ion; indeed, none of the country's 
eight other adrinistr.tive districts contains more thai 10 
percent of thie population (MOH 1985: Appendix 1). 

Tn aae distribution of St. Lucians reveals a young
population: 43.5 percent were under 15 in 1985 (GOSL
1985/86), and the median age in 1984 was 16.23 years (up 
from 15.2 years in 1980) (MOB 1984:26; MOH 1985:14). The 
relatively large proportions of St. Luciaris in the youngest 
and oldest age groups, and the resulting relatively small 
proportion of the population (now less tha.i 50 1y. rcent) that 
is of working age, have obvious implications for health 
services needs and St. Lucians' ability to pay for health 
services (MOH 1985:13). Women of childbearing age (15-44

years) constitute some 20 percent of the population (MOH

1984:26), with those in their teens (15-19 years) accounting
 
for 28 percent of all live births (USAID 1985:Attach.C:4).
 
Estimates on the number of economically dependent St.
 
Lucians vary, but the reported dependency ratio ranges from
 
100 (MOH 1984:26) to 122 (Bouvier 1984:7), depending on what
 
unemployment rate is viewed as most closely approximating
 
reality (see below).
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The country's economic, social, and 
 environmental
 
conditions 
 -- as measured in terms of income, education,

sanita:ion, and health services 
-- have improved in recent
 
years. Per capita income in 1986 was PC $3057 (US $1141).

School enrollment is relatively high, with 81 
 percent of
 
children 5-14 years old attending primary school and 43
 
percent of those 1.5-19 years old in secondary school (MOH

1985:24). Nevertheless, 33 percent of St. Lucia is are

illiterate (GOSL 1987:12), and only 39 percent of adults 
have had more than four years of schooling, leaving as many
as 60 percent in the functionally illiterate category (MOH
1985:23). These illiteracy and functional illiteracy figures
have cminous implications for the country's health care 
services, in view of the positive correlation between low 
income, low education, and the limited ability and 
willingness to pay for health care. 

rome 70 oe cent of St. Lucians hav access (if often at 
a distance) to potable wate r, with the other 30 percent
dependent upon river war FiauresK on sanitary waste 
disposal va ry: it is es. triat over 60 percent of the 
population now. have wcatr closets, vith 38 percent still 
relying on pi latrineS (USAID 1985, Attach. C:3), but a 
1983 community-based survey, sponsored b y PAHO, found that 
fewer than 20r, percent of i:spoo.<id c hcuseholds had water 
closets, over 53 percent st-iil used p)t latrines, and over 
10 percent were usiing bucket latrines (PAHO 1987:61, Table
10). In general, sanitary cond'tions in St. Lucia lag behind 
the country's overall level of economic development. 

B. Health Status and Coverage (5)
 

When compa,:ed to other countries in the Caribbean region
(both Isl and and mainland nations) , tlhe overall health 
status of the St. Lucian population is better than average
(see Table 2). At 70 years, life expectancy at birth is the 
fifth highest among 18 countries in the region, and the 
infant mortality rate, 23.6 per thousand, is the region's

sixth lowest 
 -- down from 54.2 in 1972 (MOH 1987). The 
country recorded no maternal deaths in 1984, the most recent 
year for which this figure is available. in 1985, 90 percent

of St. Lucian newborns weighed over 2,500 grams; of the
 
nearby island nations, only Antigua, Cuba, and St. Kitts
 
surpassed St. Lucia in this regard (Parira 1987:5).
 

St. Lucia's record of immunizations given in the first
 
year of life also compares favorably with that of most other
 
nations in the region (Parra 1987:11). The number of fully

immunized children has increased dramatically since 1.980; as
 
of 1985, 83 percent of infants had received all three DPT
 
shots, 
 64 percent had received a measles vaccination, 82
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an e s e re n o r"aj o li e thr eateners ".(GOSL ; . . -:
87 :31) 


reeiving prafessoa'adia aeha grw (Table :!3 )."1
 

19,u., an the numbe of regnan y,omenan ifnt 

if:Patter ns 'of.: both mobdt ndmortaity are c6hanging in : ) ;I ;,! 
St., Lucia'. iIn! general, the ;last ;idecade: has seen: ai )reduct i0on ' ,: 
in i mortality from' many4 of/: thei causes that t raditionally 

on (._q pneumoniaI;97': 	 plague. thifrd world:: re ncount ries (9'::,; ' and :;influenza,
 
tuberculosisSinut riJtional deficiencies), land ani inicrease i<in
 
deaths: f rom i ailiments !common t o! more; developed cou0fnt rie s .
 
(e. ',i heart: disease, cancer, motor vehi'cle accidents) :}i(MOH :i ; 
1984:36). Tables! 4f and 5 illustrate' the seJ trends. Heart!i!} 

S disease, is now ithe leading cause of death; :!in ?1976, }it 
.	 /ii rankled third"(abe ) Cancer ,has moved into third:place,: .i!: 

from :5th place in;71 1976.. Accidents -and violence 'rahked 5th ":in.. " .
1986'", 7t,; lace. in Motor 	 in-.:....'! fro 	 1:976. vehicle 'accidents ,,e h	 ow n " 
particular O ha v an alarming rate of increase over the i
 

latfew years 4. .. 1977,."512 ,.motor- vehicle.i."- .i.(Table ); -:in, 
S accidents were reported,"a figure that had increased , to.:648 , . . 

• in 1980, 842 in :.1.983,; and 945; in i1'98-4 (GOSL-: Annual : u"i; J 

Sttitia Diet95:1. Meanwhile,.pneumonia/influenza ; ;, 
-. , has dropped from the ;,fourth leading cause .of death :in -11976: ," 

t 8th place in 1986, and intestional ifcin, negt

;place ifa7, r o ogr among the t~n leading causes of
 
death inSt. Lca
 

: ,The relatively high .number of deaths: attributable to:,ii i!"l
"sig s symptoms,, and illdefined conditions" hasiplaced
 
1984:36) ablces 4ox The 5.ilustfrat the.etlast seHertl
"cause" death 'among 	 since; this of 	 the top. four )ineve.ry eyear snc ... !diease ishow, thw leat recue ofmudeath;in 16t,it
1976 (Table 5). If this imprecise;category were .eliminated, : '? 
heart disease would continue to be ,.St, ilencea'rankedu5thtiLucia'.s .leading; causefrom 5fthlae.iGast7oenAcridts and .
 

..... :death, but' }cancer would up isecond .
:of 	 imove Uto place,.~and....other leadingrcauses of death - cerebrovascular iproblems,artlicular, huaves an slingiatnenrsetougr the
 
6hypert entohacdents would moveup correspondingly.
-	 )
acc itsrein180, 183,'an fgurea ttehd 984 ahse Anua
842inreortda 945in inceCGOS: to4
Htowever, .the has been retained as, a "tcause"of :capgorydeath because rt nsuggests both the-extent-of incomplete

' :: dStatistical7 Dicie-:stf }7#'",. 	 pnumni/inlunz");19:2-]) Meawhle 
S	 t o w h i c h  1repoartingin St. Luciaand the degreen	 the rank ' 

orderof othfr causes maybe icre	 y are chaning inndmrat 

eportablie commu i c a b e diseases 	 rccurritng 973betena 

has 	drpe rmth orhladn as-f et n17
pland 	 1986. waree cumeated in pTable6.it i learzthat,vacclnepeventblie diseases are not ye entirely under 

conro; there have ben peridi c outbreaksof measles, 
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diseases as well. Sexually transmitted diseases are by no
 
means under control, but malnutrition, food-bor.e illnesses,
 
and schistosomiasis have been much reduced since 1973.
 

Overall, then, chronic degenerative diseases are
 
incroasing, while certain infectious and parasitic diseases
 
continue to take their toll. (Infectious diseases accounted
 
for 50 percent of all visits to health clinics in 1985. Of
 
these, 25 percent were for respiratory infections, 11
 
percent for dermatitis, and 9 percent for gastrointestinal

problems [GOSL 1987:30]). Continuing development and
 
urbanization, and the diseases associated with them, have
 
meant that St. Lucia now suffers both from 'first world
 
mortality causes (heart disease, cancer, stroke, accidents)

and from third word morbidity (infectious and parasitic 
diseases)" (GOL 1987:3). 

These r nds in mortality and morbidity have obvious 
implications for the St. Luci an health services delivery
system. First, the increasing absolute numbers of ill people
ar.d the variety of "modern" and "traditional" illnesses mean 
increasedC demand for diversified hospital services. Second, 
a number of the leading causes of death in St. Lucia (e.g.,
strokes, cancer) are associated with prolonged periods of 
debilitation, requLiring long-term medical care before death. 
Third, pi eventing an illness generally costs leso than 
curing it, but since St. Lucia's i.munization programs nave 
reduced the occurrence of prevenLable diseases, the major 
causes of morbidity and mortality in St. Lucia today are
 
those that require major social and environmental changes.
Finally, with increasing life expectancy, St. Lucia's 
demographic profile will incorporate more and elderlymore 
persons, and, correspondingly, the health needs of the 
population will continue to shift toward this group (GOSL 
1987:12).
 

In addition to the effects of changes in mortality and
 
morbidity patterns, the utilization of St. Lucia's health
 
care facilities --- especially primary care facilities 

will also be affected, in a more general way, by
improvements in education and socioeconomic status. 
According to a recent government report, perceived need to 
see the doctor has "increased dramatically," (78 percent in 
two years), due in part to an increase in the number of 
clinic sessions held at health centers, and to the capacity

of health centers to see more patients, resulting from the
 
introduction of Family Nurse Practitioners (GOSL 1987:30).

Public health education campaigns -- to promote birth
 
control, for example -- have also had a positive effect on 
health services and facilities utilization. 
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C. Organization of Health Services
 

1. Public and Quasi-Public Services. In addition to its
 
major public general hospital in Castries (Victoria), St.
 
Lucia has two smaller district hospitals (Dennery and
 
Soufriere Hospitals), offering primary aatd some secondary
 
care but no specialized services; a quasi-public general
 
hospital (St. Jude Hospital in Vieux Fort); and one mental
 
hospital k'Golden Hope, in Castries). Comparative statistics
 
for these facilities are shown in Tab> 7. The country's
 
1984 bed/population ratio of 27/10,000 (based on a bed
 
capacity for the general hospitals of 360, provided by MOH
 
1984:61) is only slightly below the ratio of 32.4/10,000 for
 
the Caribbean area as a whole (PAHO 1986[I]:140).
 

Victoria is the major referral hospital for the country, 
providing secondary and some tertiary care not available 
elsewhere on the island. In addition, large numbers of 
patients seek ambulatory services at the hospital without 
referrals. While the occupancy rate at VH is approximately 
75 percent, those at the two district hospitals are 
considerably lower -- reportedly 54 and 17 percent at 
Soufriere and Dennery Hospitals, respectively, in 1984. 
Present rates may be even lower. The primary reason or such 
low utilization is Government's policy decision to provide 
only a l.mitei set of services at these facilities, whose 
beds afe used principally for patients requiring follow-up 
care. 

Another significant reason why the district hospitals 
are underutilized is that the current IOH "Maternal and 
Child Health Manual" (June 1985) defines any first pregnancy 
as high i.sk, which is interpreted by district hospital 
staff as requiring referral to V11. As a result, the VH 
maternity ward is overburdened, in many instances by normal 
deliveries that might bave been safely accomplished in the 
district hospitals, while district hospital beds remain 
unoccupied. It is estimated, for instance; that 67 percent 
of babies born to mothers residing in Dennery are delivered 
at VH (GOSL 1987:34). 

St. Jude Hospital is a 107-bed, quasi-public
 
institution, owned by the Government of St. Lucia but leased
 
to and operated by a religious order, the Sisters of the
 
Sorrowful Mother. The hospital receives an annual government
 
subsidy of about EC $2 million, in return for which it
 
provides medical care, at the hospital, to everyone living
 
in the three health regions at the southern end of the
 
island. St. Jude Hospital serves patients from other -egions
 
as well; its administrator estimates that it actually serves
 
a total population of approximately 60,000 people. The
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hospital bills everyone it treats, whether exempt or not, at
 
the same rates charged at St. Lucia's public hospitals,
 
although of course not everyone pays.
 

St. Jude's offers seco-dary and tertiary level care and
 
a 
variety of tertiary lL',l specialty services provided by

physicians visiting temporarily from overseas, but its
 
occupancy rate (about 60 percent) is considerably lower than
 
Victoria's. To help 
 fill its beds, the hospital has in
 
recent years begun to contract with local employers to
 
provide health services to their employees on a "preferred

provider" basis. Broadly speaking, this is an arrangement

under which a health services institution, a group of health
 
practitioners, or individual practitioner
an agrees to
 
provide a specified set of services to a certain 
population

(for example, the employees of a company) in exchange for a
 
negotiated rate of payment.
 

In addition to the outpatient services provided at each

of St. Lucia's 
 four general hospitals, ambulatory care is
 
available at 32 government health centers and one health
 
post. These facilities are distributed throughout the
 
country's eight health regions. Each center is 
staffed by a
 
District Nurse, a Community Health Nurse, two Community

Health Aides, and a nursing attendant (cleaning staff), and
 
is visited least once
at weekly by the region's District
 
Medical Officer. A Family Nurse Practitioner (FNP) may also
 
be available on a part-time basis. As of 1985, the
 
government calculated that 
every St. Lucian was within a one
 
hour's walk of a hospital or health center (Table 3).
 

2, Physician Services. According to the Ministry of
 
Health, there were 
55 physicians practicing in St. Lucia in
 
mid-1987, of whom only 7 were full-time private

practitioners. Of the 48 
in public service, however, all but
 
two saw 
 patients privately in addition to their government

service obligations. This situation is accepted by

Government as helping to compensate for the 
modest salaries
 
it offers physirians; their government contracts provide

them with a relatively low but stable flow of income, while
 
contact with patients during their public service hours
 
helps to build their private practices. In addition,
 
Government offers pbysicians periodic supplemental income
 
from a 25 percent gratuity granted at the end cf each
 
contract period.
 

Victoria Hospital alone employs 17 consultants and 12
 
junior officers, for a total of 29 physicians -- roughly

half the medical doctors in the country (7). Only eight of
 
the 29 are St. Lucians; the remaining 21 are of six
 
different nationalities, reflecting the practice of
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physician recruitment from abroad, especially South Asia. In
 
the absence of written medical practice standards or any
 
cn.oing peer review process, one consequence of such
 
diversity amouig physicians is considerable variation in
 
standards of care and some degree of "shopping" by
 
consumers, who reportedly visit several doctors for the same
 
complaint.
 

Apart from one joint practice in Castries involving two
 
physicians, there are no private "group practices," in the
 
usual sense of the term, in St. Lucia. The explanation is
 
threefold: first, doctors do not lack for patients or for
 
public facilities at which to see them; second, the absolute
 
number of physicians in the country is probably too small to
 
support group practices; and third, it is doubtful whether
 
group practices would be financially successful, since
 
patients would weigh the costs and benefits of private
 
physician services against those of 'free" care provided in
 
the public health system by the very same physicians, and
 
many would probably choose the latter.
 

There are two medical organizations on the island. The
 
St. Lucia Medical Council is the statutory body responsible
 
for the licensing of physicians and surgeons, and the St.
 
Lucia Medical and Dental Association is a voluntary group.
 
The latter has recently argued for unionization of doctors.
 

3. Private Laboratory, Pharmaceutical, and Radiological
 
Services. Apart from the lab facilities at Victoria
 
Hospital, there are two private laboratories on the island.
 
The laboratory at the Fitz-St. Rose clinic does a greater
 
range of tests than is available at VH. St. Lucia Laboratory
 
Services, Ltd., provides the same laboratory services as VH,
 
but has more contacts off-island for special services and
 
sophisticated tests.
 

There are ten establishments listed under "pharmacies
 
and pharmaceutical supplies" in the St. Lucia phone book,
 
seven of which are in Castries. It was not possible ho
 
determine whether all essential medicines are available aL
 
these pharmacies, although it appears that, at any given
 
time, there is a wider range of pharmaceuticals available
 
privately than is in stock at Central Medical Stores. This
 
is consistent with the finding that household expenditures
 
for health care in St. Lucia are heavily oriented toward
 
pharmaceuticals (see below).
 

Radiological services are available only at Victoria and
 
St. Jude Hospitals.
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D. Health Care Financing in St. Lucia
 

1. Economic Overview. St. Lucia's is a small economy,

subject to external forces over which Government may have
 
little control. The country experienced an economic slowdown
 
in the early 1980s, as it suffered the effects of two major

hurricanes and felt the impact of worldwide inflation and
 
worsening terms of trade. Since 1983, however, the St.
 
Lucian economy has recovered, achieving accelerating real
 
GDP growth which approached 6 percent per annum in the last
 
two years (see Table 8). In 1986, per capita GDP was
 
estimated to be EC $3057 (US 11141), placing St. Lucia into
 
the category of "lower-middle income" countries, as defined
 
by the World Bank (World Bank 1987: Table 1, Box A.l).
 

In 1986 (at constant prices), government services, at 
20.2 percent, continued to be the largest source of GDP, but
 
their earlier rapid growth had slowed somewhat. Agriculture,

which accounted for 17 percent of GDP, recovered its earlier
 
share of GDP as it experienced consistently rapid growth in
 
output after a serious recession in 1979-82. The next 
largest sectors were transport and communications (15

percent) and hotels and restaurants (12 percent), reflecting

improved infrastructure and tourist facilities (MOF

1986:254-255). Of these four economic sectors, the largest
 
in terms of percentage of GDP, three -- agriculture,
 
hotels/restaurants, and transport/ communcations -- were
 
also among the country's fastest growing sectors.
 

The deficit in the government's current account in
 
1981/82 and 1982/83 has been reversed, and surpluses were
 
recorded for 1985/66 and 1986/87. However, there continues
 
to be a deficit on the government's capital account. The
 
Finance Ministry estimates St. Lucia's public debt service
 
to be approximately 12 percent of recurrent government

expenditures annually, and debt payments continue to be in
 
arrears (ibid:129) --- sobering conditions, in view of
 
efforts to seek financing for a new national hospital.
 

2. Aagregate Public Health Expenditures. Central
 
Government capital expenditures (total and MOH) are shown in
 
Table 9. The Ministry of Health as a whole accounts for 12
 
percent of the total; however, a~most 85 percent of its
 
capital expenditures are for water and sewerage systems.

Most of the remaining 15 percent of capital expenditures are
 
related directly to the delivery of health care; of this
 
amount, one third is accounted for by Victoria Hospital.
 

Key data on recurrent revenues and expenditures are
 
presented in Tables 8, 10, 11, 12, and 13, and shown
 
graphically in Figures 1 through 8. Revised estimates of
 
total MOH expenditures in 1986/87 stood at $19,850,482, 
 or
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4.7 percent of GDP. As may be seen in Table 8 and Figure 3,
 
MOH expenditures, after rising, in a period of recession,
 
from 3.1 percent of GDP in 1979/80 to 5.4 percent in
 
1982/83, have since proportionately declined to 4.7 percent
 
during the recent recovery. In view of St. Lucia's policy
 
commitment to providing most health services publicly (as
 
the British National Health Service does), and considering
 
its overall level of socioeconomic development, both
 
absolute total expenditures and the percentage cf GDP
 
devoted to public health appear appropriate. Moreover, it is
 
noteworthy that public health expenditures in St. Lucia have
 
been countercyclical, thus maintaining a consistent level of
 
health care delivery despite eccnomic volatility.
 

As a percentage of total recurrent government 
expenditure (Tanle 8 and Figure 4) , MOH expenditure has 
ranged between 12 and 16 percent durinq this decade, again 
showing tne government's tendency to spend countercvclically 
for health care. Currently at 12 percent of total government 
spending, MOH expenditure, in St, Lucia, given the country's 
choice of a primarily public health system, seems quite 
appropriate, inasmuch as most St. Lucians are primarily 
dependent on public health services because of their limited 
coverage under social or private insurance (see below). 

On a 9er capita basis, M01 exoenditure, in current 
prices, has risen nearly three-fold over the decade, from 
less than s60 in 1979 to over $140 since 1986 (Table 8 and 
Figure 1) . Current (public) per capita expenditures 
(1986/87) equal about US $53, a figure that is somewhat 
higher tnan levels found in other lower-middle income LAC 
countr.K-s (ibid.:15, Table 2) -- again, because St. Lucia 
has chosen a largely public sector health care system. Part 
of the increase is explained by inflation, especially rapid 
in the early 1980s, but per capita expenditure has also 
increased in constant prices over this period o- recession 
followed by recovery -- by nearly 6 1 percent since 1979. 

3. MOH Expenditure and Sources of Revenue. The Ministry
 
of Health comprises not only health-related services, but
 
also Labour and (mre recently) Information and
 
Broadcasting. All but health are small components of the
 
Ministry (meaning that most MOH spending for administration
 
is for the Health and Medical Care component, a fact with
 
important implications for the hospital cost analysis
 
below). The Health and Medical Care componert accounted for
 
some 85 percent of total Ministry expenditures throughout
 
the decade, reaching a high of 87 percent in 1984/85.
 
Recently, this proportion has dropped to 83 percent (1986/87
 
and 1987/88), due to the recent expansion of the Ministry's
 
portfolio of activities. When considering MOH expenditures
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in relation to revenues (Table 11), 
 it thus is the Health
 
and Medical Care component of the Ministry's budget on which
 
we need to focus. Victoria Hospital, for example, absorbed
 
32 percent of total MOH recurrent expenditure in 1986.
 
However, it accounted for nearly 40 percent of the
 
Ministry's 
 Health and Medical Care component in the same
 
year. This is not at all surprising for a hospital with high

inpatient utilization rates, that also provides possibly
a 

excessive volume of primary care.
 

Both sets of figures for VH expenditures -- as 
percentages of total MOH 
recurrent expenditures and of the

Ministry's Health and Medical Care component -- have
remained relatively constant since 1981/82, showing fairly
consistent fiscal allocations by Government to health care
 
and to the hospital. Figures 5 and 6 depict trends in
 
absolute levels of recurrent experditure for VH. In current
 
dollars, these levels have increased, if only slightly, in
 
every year except 1Q83/84, when there was a one percent
decrease, and 1986/87, when the 
level of expenditure stayed
the same. when viewed i.p constant dollars, real expenditures
also grew, although minimally. 

Table 12 shows annual percentage changes in expenditures
for VH in relation to changes in the Ministry's Health and 
Medical Care Division and in the retail price index for
 
services. in 1984/85, the g: wth of expenditures in the
 
Health Division was less than the growth in the price index,

but expenditures for VH grew more rapidly than either. In 
1985/86, expenditures both Health and Medicalin the Care 
component and VH increased, despite a decline in 
the retail
 
price index, in 1986/87, absolute levels of expenditure for 
Health and Medical Care declined by 2.3 percent; those for
 
VH, however, increased by 6.6 percent. 

The primary reason for VH's strong claim on MOH 
expenditures is the hospital's 
labor cost component, which
 
has increased both relatively and absolutely due to wage

settlements. The hospital, a labor-intensive organization

and one, in which labor is
moreover, relatively high-cost,

is far more sensitive to the effects of salasy and wage

increases than other subcomponents of Health and Medical
 
Care expenditure. For example, personal emoluments represent

only 3 percent of expenditures for Central Medical 
 Stores,
 
and only 26 percent of expenditures for Sanitation and
 
Inspection, but because of the 
labor-intensity of inpatient
services, this line item accounts for 63 percent of all VH 
expenditures. (In comparison, the 1986 payroll cost figure

for Belize City Hospital was 55 percent; see Raymond et a!. 
1987:16;. i, 1984 and 1986, government wage settlements 
averaged a generous 20.8 and 
18 percent respectively. Thus
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it is hardly surprising that rates of growth in expenditures 
for the hospital outstripped those for the Health and 
Medical Care component in those years. 

Trends in MOH revenues generated by health-related 
activities, by source (excluding general tax revenues), are 
shown in Table 11, while Table 13 reflects trends in the 
relationship between health-related revenues (.e., 
excluding work permits) and expenditures for the Health and 
Medical Care divisions. Figures 9 and 10 depict these
 
relationships graphically. Overall, it appears that total
 
health revenues have risen substantially, from a low of 4 
percent in 1983 to 9 percent of total revenue (1986 revised 
Estimates) ; the 1987/88 Estimates project a rise to 13 
percent. The explanation for this increase is that the 
National Insurance Scheme (NIS), beginning in 1984, has 
contributed an annual sub-vention to the MOH, for health care 
services rendered to 'IS en llees. Wh n the amount of this 
subvention (termed "Con'i ion to Medical board") is 
subtracted from MHOE they havereven'E,been in th:e range of 
3 percent of expenditures -- a very low rate of direct cost 
recovery. 

Apart fr m the ISS con: t ibut ion, hospit a 1 user fees are 
the largest component of health ievenue, but (as may be seen 
in Figures 7, 8, and 11) these fees have never exceeded 15 
percent of total health reve-.ues, and their proportionate 
contribution has fluctuated conside:Lhly fn, year to year, 

4. f ouscho Diregc Expendi ture; or ealtl and the 
Population's Ability to jqj. There have baen few if any 
efforts to estimate le-els of private expenditures for 
health in St. Lucia, and indeed there are few data upon 
which to base such estiates. The 1982 Household Budget 
Survey (upon which the Consumer Price Index is based) 
reported tkat 2.3 percent of household disposable income is 
spent on health. This figure includes 1.2 percent of the 
household budget spent for pharmaceuticals, and 0.7 percent 
for doctor's fees, with the remainder spent on
 
non-precription items. No expenditures were reported for
 
hospital foes among surveyed households. 

Since survey respondents were a middle-income group, an 
even lower figure for the proportion of household disposable 
income spent on health may be more realistic. The figure of 
2.3 percent, if applied to estimates of total private 
consumption for 1983 (IMF 1986), suggests that total private 
expenditures for health were approximately EC S5,479,000, or 
EC $42 (US S15.50) per person. These figures represent about 
one-fourth the amount of total central government health 
expenditures for 1984. Given that they may be overestimated, 
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it is clear that the proportion of households' total direct

expenditures are relatively low, because of the choice of a
 
public sector approach to health 
care.
 

In sum, private out-of-pocket expenditure is 
only about
20 percent 
 of combined total national health expenditure,

while the public sector accQunts for 80 percent. Total
 
national ezvpenditures 
 for health add up to about 6 percentof GDP, a slightly higher percentaqe than is found othercountries sL comparai te:eIs of -ucioeconomic development. 

The 
 real capacity of St. Lucia's population to pay
out-of-pocket 
for health is difficult to estimate, in part
because the 
 actual number of employed St. Lucians is not

officially reported. The total 1985 
 population aged 15-64
was estimated 
 to be 69,635, of whom 2,299 were enrolled in

school (Annual Statistical Digest 1986:11, Table 9). The

total labo.: force is estimated to number about 45,000. If 
we
accept local estimates of unemployment of about 25 percent,

ther. in 1986 thr employed labor force was approximately

34,000, with 11,000 unemployed. Of the employed,
approximately 18-20,000, 
or somewhat less than 
 half the
labor force, were currently eligible for NIS benefits 
-- a
sizeable proportion, compared with other countries 
(8). This
 means that some 17,500 St. 
Lucians were either employed in
the "',on-covered" or informal sector, where wages 
 are

probably lower than 
in covered sectors, or unemployed. These
workers are ptobably a,ie to pay little or 
 nothing

out-of-pocket for health care.
 

Income distribution 
data for St. Lucia are relatively
few, but they do support the assumption that inability to
 
pay for health care is widespread. Among respondents who
answered income 
 questions in the 1982 Household Budget
Suivey, 23.4 percent earned annual incomes below EC $2000.

These data, when combined with prevailing unemployment

levels, suggest that a substantial number of St. 
Lucians

find it impossible to make sizable 
 out-of-pocket

expenditures for health, a conclusion consistent with the

study team's informal finding that payment of fees for
private ambulatory 
care is often delayed. It is also
consistent with 1.ow of
the level fee collection for

inpatient care at VH. 

St. 
 Jude Hospital is generally perceived as being quite

successful in revenue collection, and indeed its
administrator 
 reports that 96 percent of all outpatients,

exempt or not, do pay the charges, which are those set by
the national fee schedule. However, 
86 percent of inpatients

do not pay, a figure all the more striking because every

patient at 
St. Jude is billed. In addition, St. Jude's
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(unlike VH) can retain all revenues collected -- a powerful
 
incentive to pursue collections.
 

St. Jude's experience with revenue collection is
 
consistent with findings at government health centres, where
 
the Dispenser (pharmacist) collects fees for patients'
 
visits to both the regular doctor (the Dirtrict Medical
 
Officer) and consultant specialists. Health Centre personnel
 
report that about 90 percent of non-exempt outpatients do
 
pay charges. A detailed annual breakdown of medical fees by
 
source is not available for analysis, but the MOH report for
 
September, 1 8" , shows that (outpatient) medical fee
 
collections at Dennery and Soufriere Hospitals exceeded
 
those from VH for the month in total dollars. Receipts at
 
other health centres are quite variable, however, and the
 
MOH collected no nosp:i Sl fees apart from those at VH.
 

In summary, then, in is difficult, on nhe basis of 
currently .vailable dara, to give pro ise estimates of 
private consumption of health services in dollar amounts, 
It appears that, in general, St. Lucians can and do pay 
small amounts out-of-pocket for health care, but that many 
either cannot or do not pay the sisable sums associated with 
hospital care. 

5. The Role of National Exfn7_tion Legislation. It is 
difficult to dvscern how mucn non-payment of health care 
fees in So. hIyc~a is attributable to the inability to pay, 
and how much to unwillingness to pay. The country's Hospital 
Regulation Act of 1985 (as ammended) exempts a number of 
categories o persons from having to pay the fees 
established in zhe Act (9). The MOH estimates that all but 
7.3 percent oA the population is effectively exempted from
 
payment under the terms of this legislation. Whether this
 
figure is precise or not, St. Lucians as a matter of custom
 
do not view themselves as personally responsible for
 
publicly-provided, personally-consumed health services.
 
Until and unless this perception is changed, possibilities
 
for improved revenue generation in the health se,Lu will be
 
limited to what car be achieved by improved revenue
 
collection within the legal limits alone. The study team's
 
estimates of this potential are discussed in Chapter III.
 

6. Other Sources of Revenue: NIS and Private Insurance
 
Coverace. We noted earlier that since 1983 the National
 
Insurance Scheme (NIS) has made an annual subvention to the
 
MOH, for which the MOH provides free health care services to
 
active NIS contributors. There is some question in St. Lucia
 
as to whether this contribution represents an appropriate
 
interpretation of the NIS mandate. A recent proposal that
 
St. Lucia consider introducing a "health levy" (as in
 

17
 



Barbados) reflects, in part, the lack of clarity about this
 
mandate.
 

NIS was established (NIS Act No. 10 of 1978) as an
 
income maintenance program, with eight categories of
 
benefits: sickness, invalidity, maternity, hospital and
 
medical treatment, survivors, retirement, funeral grant, and
 
employment injury and disablement (GOSL 1979:12). Employees
 
contribute 5 percent of their salaries, which is matched by
 
employers' contributions. This level of social security
 
contributions is about the maximum found in Latin American
 
countries, where it covers the costs of medical treatment
 
for ill or injured workers and even supports limited health
 
care for dependents at Social Security hospitals and health
 
centers. Howevez, in those countries the population bases
 
are larger and social security schemes have been in 
existence much longer. 

Although NIS maintains a manual system for recording the 
names of active contributors whose medical care is covered, 
this system has not yet been linked closely to revenue 
collection mechanisms at government health care facilities. 
The resulting inability to determine the expenses incurred
 
by MOH in behalf of NIS contributors leaves open the 
question as to whether NIS's yearly contribution to MOH is
 
too little or too much. 

The extent of private health insurance in St. Lucia has
 
recently been assessed by the Ministry of Finance, in a
 
telephone survey of private insurance carriers. At present,

14 companies write health insurancP policies in St. V.Aa. 
which now has 7520 private health insurance policyholders, 
or 5.3 percent of the population (a figure slightly higher 
than the estimate of 3.4 percenc among respondents to the
 
PAHO community-based survey carried out in 1984). This is
 
not an inconsiderable percentage, given that some 93 percent
of St. Luciars are legally entitled to free health care 
services at government facilities.
 

Up to $400 in health insurance premium payments and
 
medical fees are income tax deductible for individuals.
 
According to a recent Inlan? Revenue audit survey,
 
approximately 23,000 annual tax returns are filed in St.
 
Lucia, representing at least half the labor force -- a
 
figure that correlates fairly well with the figure of 20,000
 
NIS enrollees and 7,500 government employees. The absolute
 
number of St. Lucians who are not in an exempt category and
 
who would benefit from this provision of the tax law if they
 
purchased private health insurance is thus a relatively
 
small proportion of the total population. Another factor
 
that keeps the number of St. Lucians covered by private
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health insurance from increasing is that not all private
 
employers are required to carry group insurance for their
 
employees.
 

A final reason why a relatively small percentage of St.
 
Lucians has private health insurance may be problems with
 
reimbursement from private carriers. Table 14 shows gross
 
premiums, claims paid and outstanding, and payout ratios for
 
St. Lucia in comparison with other countries in the region.
 
The payout ratio for St. Lucia is only 31.4 percent -- well
 
below the levels of 48.8 percent in Trinidad and Tobago,
 
70.2 percent in Barbados, and 78 percent in Jamaica. Why
 
payouts in St. Lucia are so low, relative to premiums, is
 
not known, and the matter clearly warrants further study.
 
Perhaps relatively few claims are being made; perhaps health
 
care facilities are not submitting claims to the fullest
 
extent possible; perhaps claimants are unable to document
 
their receipt of Eervices adequately; perhaps settlement of
 
claims is a slow process dn the still-youthful St. Lucian
 
insurance industrj, in any case, as long as so many people
 
are exempted by legislation, improving collections from
 
private insurance will solve only part of the problem.
 

In 1985, St. Lucia passed legislation requiring motor
 
vehicle insurance policies to include provisions for medical
 
care resulting from accidents. Attempts to implement that
 
legislation support the conclusion that the mechanisms by
 
which St. Lucian policyholders are reimbursed by :.surance
 
carriers are flawed. Determining liability for acciderts has
 
caused legal problems, the solutions t, which havv had to
 
await improvements in police reporting of accidents. Apart
 
from this reason for the low payout rate, exogenous to the
 
health sector, some insurance carriers have reportedly found
 
claimants' hospital bills insufficiently documented for
 
payout. Alternatively, carriers may be using "insufficient
 
documentation" as a tactic to delay payouts.
 

E. Summery Discussion and Conclusions
 

The St. Lucian Government's commitment to health has
 
been strong and consistent throughout the decade since
 
independence. The proportion of GDP that St. Lucia spends on
 
health -- 5 percent -- is comparable to that of Great
 
Britain. The share of total government expenditures devoted
 
to health in St. Lucia -- 12 percent -- is comparable to
 
that of other Latin American and Caribbean countries at
 
similar income levels and with strong public (rather than
 
private) health systems. It is notable that St. Lucia
 
maintained its commitment to health even in the period of
 
recession in the early 1980s, following two severe
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hurricanes.
 

Per capita government spending on health, in constant
 
prices, has increased by 64 percent over the last decade. In
 
current prices, per capita spending has nearly tripled over
 
the same period, to EC $142 -- again, a figure comparable to
 
other countries at the same on the
income level. While one
 
hand these levels o expenditure can be seen as additional
 
evidence of Government's commitment to health, the :vates of
 
increase have contributed to deepening concern among

officials that St. Lucia's overall ,atterns health
of 

financing require closer examination.
 

Several other factors also have contributed to a new 
focus on health financing in St. Lucia. The Report and
Recommendations of the L4uti-fisciplinjy Committee on the 
New National Hospital, presented to Government in April

1987, noted that changes in morbidity/mortality patterns

toward chronic and degenerative diseases will require at
 
least the maintenance (if not the elevation) of current
 
levels of resources in future. Second, concern over the
 
level and proportion of budgetary resources going to
 
Victoria Hospital, which prompted this study, has been
 
heightened by recognition that other hospital facilities
 
on-island (St. Jude, Dennery, Soufriere) are not fully

utilized, while demands on VH sometimes exceed capacity -­
which signals a health financing problem common to many
developing countries today: poor zesources allocation.
 
Third, it has been noted at the highest levels that
 
Government collects very little in health-related revenues
 
for the services it provides, an observation that this study

confirms. In the aggregate, health revenues are only about 8
 
percent of recurrent expenditures, and when the annual NIS
 
subvention is subtracted, revenues from hospital and medical
 
fees and similar sources amount to only 3 percent of
 
expenditures. In comparison, the Dominican Republic collects
 
approximately 6 percent from such sources (Lewis 1987).
 

This low level of revenue generation (or "cost
 
recovery") is consistent with the study team's finding that
 
private, out-of-pocket expenditures for health by households
 
are only a fraction of total expenditures for health in St.
 
Lucia. The 1982 Household Budget Survey estimated that only

2.3 percent of disposable household income is spent 
 on
 
health, and most of that is for pharmaceuticals. This
 
percentage suggests that private per capita expenditures for
 
health are only EC $42. In other words, of all expenditures

for health, Government accounts for about 80 percent, and
 
private citizens for about 20 percent.
 

There are three major reasons for these patterns of
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expenditure and relatively low levels of cost recovery.
 
First, as has been noted, St. Lucia has chosen a public
 
sector approach to health care delivery, with most health
 
services delivered through publicly-run clinics and
 
hospitals; the private medical sector is small. Second, a
 
substantial proportion of the population is exempt by law
 
from having to pay health care fees. According to Ministry
 
of Health estimates, 92.7 percent of the population is
 
exempt, and in its own independent estimate the study team
 
was able to confirm that at least 77 percent of the
 
pcpulation is exempt; the figure may be higher. Third, and
 
as a renul't of those two factors, people do not feel
 
responsible ior their health expenses, even when these are
 
for personal health care services.
 

There is room for Dote vicgorou: revenue collection from 
those who are not nypn , and -- in the lono-run changes 
to both the fcaoc dulo and the exemption law are 
ind icated. Realisticall y, however, it muot be recognized 
that there is a proportion of the populaton that probably 
cannot pay out-of-pocket for health care. This assumption is 
supported by the 1982 Household Fudget Survey, in wh ch, of 
those responding to income questions, appooximately 23 
percent had incomes below EC $2000; by the current 
unemployment stuation, estiuated at about 25 percent; and 
by the fact that about haIf the workforce is ii the 
"informal sectoi where wage: and job security are low. 

On the other hand, about 20 percent of the population
 
has some form of health insurance coverage: 14 percent of
 
the popuiation, or 18-20,000 people, are covered by NIS, and
 
an additional 5.3 percent, or about 7500 people, have
 
private health insurance. We noted that, in other countries
 
in the LAC region, t!'e level of social security
 
contributions that now exists in St. Lucia is sufficient to
 
cover the costs of medical care for ill or injured workers
 
and even to support limited care for dependents; an
 
observation that suggests the need for an additional study
 
to determine the adequacy of current NIS contributions for
 
an expanded program of health benefits. The study team's
 
finding that the level of payouts by private insurance
 
companies in St. Lucia is low, relative to those prevailing
 
elsewhere in the Eatern Caribbean, similarly argues for
 
further investigation. At present, it would appear that
 
Government is not taking full advantage of the potential to
 
recover the costs of services provided to individuals
 
covered by private insurance.
 

Over the long term, the Government of St. Lucia seeks to
 
establish alternatives (or at least supplements) to general
 
tayation as a stable and reliable source of health
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financing. At present, however, 
revenue aeneration ("cost

recovery") 
from other sources is low, arid it is difficult to
 
improve cost recovery (and thereby financing) without first
 
protectirnq 
 individuals and families against unaffordable
 
out-of-pocket expenditures. For this reason, the study team

recommends that Government give high priority to further
 
development of "risk-sharing" mechanisms. 
 As noted above,
 
two form- of risk-sharing (or insuring people against

extraordinary financial outlays) for health already exist 
in
 
St. Lucia: the National Insurance Scheme (NIS) and private

health insurance. A third form, the "preferred provider"

arrangement (whereby, in exchange for 
a negotiated rate, an
 
institutional or 
other health provider gives a specified set
of services to a defined population) is already under 
development at St. Jude's. Recently, a fourth option, a 
"health levy" to
similar that used in Barbados, has been
 
under discussion in St. Lucia.
 

How should St. Lucia proceed to develop its risk-sharing
options? First- it should be recognized that both tile NIS 
and the health levy are forms of social insurance -- that
is, governfent-sponsored programs for risL-sharing. At 
present, it is not clear whether NIS is, in fact, mandated .to provide for medica care and hospitalizartion. Ac c rdig
to one view, NIS is oasically and solely an income
maintenance program for those emploved persons who 
contribute to the scheme. According 
to arother, however, NIS 
was always envisaged to develop-. into a fu).l-fledged social 
insurance scheme and, if 
it has not until recently taken a 
role in providi:io health coverage, this circumstance is a 
refleciton of 
thc Lact that NIS is only now reaching a 
mature staqg: ot deve2oprrent. It is, in part, this ambiguity
about tie role of NIS that led to the ahas 'proposal that 

heal.t levy be corsidered.
 

The firs ten in developing risk--sharing in St. Lucia,
then, will be to determine the role of govern ment-sponsored
soc" al insurance. Several key que.tions: await answers.
 
First, is it necessary or advisable to have two separate

programs (NIS and a health levy)? 
 This depends upon the
 
response to several related questions. Are the current
 
levels of contribution to NIS, and the program's financial
 
situation, sufficient to support expanded health coverage?

Thorough analysis 
 of NIS's financial cir--cumstances, and
 
aiscussions with experts from the International Labor
 
Organization (ILO) and financial managers in other social
 
insurance schemes, can help to clarify this 
 point. If it
 
becomes clear that 
 additional financial contributions are
 
needed, then the question of a health levy comes into focus.
 
Here, an important point to consider is how such a levy

would be administered. Would it be attached to Inland
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Revenue, and administered along with other forms of general
 
taxation? Or could it be applied in the form of a percentage
 
increase in contributions to NIS, and administered under
 
that scheme? In view of the human and financial resources
 
involved, it seems unlikely that St. Lucia would wish to
 
establish an entirely new and separate system for
 
administering a health levy.
 

If, in response to the first two questions, it is
 
determined that it is desirable for NIS to play an expanded
 
role in providing social insurance for health, it will be
 
important to determine whether existing NIS legislation is
 
adequate to support such a development, to make any
 
necessary changes in the legislation, and then to determine
 
the appro: ]ate basis for either calculating a subvention or
 
billing N-S directly for services. In concert with these
 
actions, it will be useful to consider implementing
 
provisions of the NIH legislation that allow for extension
 
of NIS to cover the self-employed and to consider inclusion
 
of all govc rnment workers (including those who are
 
pensionable) as contributors to .IS.
 

The second step in developing risk-sharing in St. Lucia
 
will be to ascertain the role of pri ate insurance as an
 
adjunct to social insurance. As this report has noted, the
 
reasons for low levels of payout by private health insruance
 
carriers are unclear, and further investigation, perhaps by
 
a joint government/ insurance industry task force, is
 
indicated to answer the questions about private insurance
 
posed in this report. 

Although the development of prefe red provider
 
arrangements or other forms of "managed care" -- including
 
Health Maintenance Organizations (HMOs) and other types of
 
prepaid plans -- ias some appeal, in view of the efforts
 
that will be required to resolve the important questions
 
surrounding social and private insurance options, an active
 
role for Government in promoting such arrangements may be
 
premature at this time.
 

In ::hoosing the best path for developing risk-sharing in
 
St. Lucia, Government will want to ensure that the
 
mechanisms selected do not contribute to rising health care
 
expenditures -- as both social and private insurance have
 
done in some countries. Specifically, it will want to avoid
 
a "pluralistic" system in which there are many different
 
payors, each of whom can shift responsibility for costs to
 
somebody else. So that costs can be restrained even as
 
sources and levels of financing are expanded, it is
 
important to ensure that, at one central point in the
 
system, a single payor bears the full responsibility for
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reconcilinq costs and payments. The Canadian system has been
 
among thie more successful in this regard, and bears close
 
examination.
 

If St. Lucia wishes to embark seriously on

risk-sharing, it must simultaneously introduce meaningful
 
user charges and enforce their collection. User chargeDs are
 
sometimes viewed narrowly as a way of generating increased
 
revenues. While they do serve 
 that function -- not an
 
unimportant one -- they do more 
than this; they also provide

signals that can affect utilization and the allocation of
 
resources. The World Bank has stated the 
 relationship

between user charges and fundamental shifts in the health
 
system succinctly:
 

The tendency to allocate too much of the government

health budget to high-cost hospital care, with
 
negative effects on overall cost-effectiveness and
 
on equity, will be difficult to change until charges
 
come close to reflecting real costs. But charges 
at
 
hospitals and other government facilities cannot be
 
raised to reflect costs and recover larger amounts
 
unless much of the popi: tion is insured. At the
 
same time, insurance a r other forms 
 of risk
 
coverage will collect liutle revenue and in all
 
likelihood fail 
if free services remain available at
 
government facilities (World Bank 1987:8).
 

Chapter Three reports the study team finding that, with
 
one exception, the fees charged by Victoria Hospital under
 
the existing fee schedule are substantially below the
 
average unit costs (the "full resource costs") of services
 
provided. One of the principle applications of unit cost
 
studies such as this one is setting prices. Even without any

further 
 development: of risk-sharing (see above), Government
 
can begin to charge those already insured the "full resource
 
costs" of the services they receive.
 

This will require not only revising the existing fee
 
schedule but also drawing a distinction between the insured
 
and the uninsured. Insurance companies, the NIS, and some
 
individuals can bear tie burden of full resource costs (and

should do so now), but many individuals cannot -- at least
 
until they become insured. Both equity considerations and
 
the role of the market in determining the prices individuals
 
are willing to pay argue for 
 different pricing structures
 
for the insured and the uninsured. Among the latter, those
 
who are unemployed and/or poor will require special

consideration. Furthermore, health
public considerations
 
dictate that for some types of services (notably

immunizations and some MCH care) fees be either waived or
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negligible. But beyond these considerations, the fee
 
schedule for the uninsured, and its application, should be
 
one that encourages all who can do so to seek membership in
 
a risk-sharing plan.
 

Three other, corollary, steps are indicatej, both to
 
support the development of risk-sharing and to facilitate
 
the reallocation of resources within the health system.
 

First, in addition to revising the fee schedule, 
Government will need to press more firmly for collection of 
fees from those eligible to pay, for this is the only way 
that consumers will be moved to seek indemnification against 
risks. Immediate steps toward improved revenue collection 
include (1) instituting arrangements that would permit a 
portion of collections to be retained by the Ministry of 
Health and, within the MOH, by the facilities directly 
responsible for collection; (2) posting trained revenue 
officers in key locations (which would probably result in 
income far greater than the costs involved); and (3) 
improving tie submission of claims against insurance 
companies. 

Second, to rationalize utilization of resources and 
their allocation to district hospitals and health centers,
 
Government will need to revise its policies governing the
 
use of Dennery, Soufriere, and St. Jude Hospitals, and its
 
MCH guidelines concerning use of Victoria Hospital for all
 
first births. 

Third, risk-sharing cannot develop further, nor user
 
charges fulfill their allocative functions in St. Lucia,
 
under the existing system of exemptions. Altering the
 
present system will entail the exertion of significant
 
political will, since it requires altering the existing
 
exemption legislation, and elected officials are necessarily
 
sensitive to voter response. St. Lucia may wish to consider
 
combinjig such legislative change with a package of other
 
reforms serving multiple purposes. For example, a change to
 
the exemption legislation might be combined with efforts to
 
improve tax collection by substituting a tax-deductible
 
allowance for existing fee exemptions.
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III. FINANCIAL COSTS OF VICTORIA HOSPITAL
 

A. Hospital Management and Organization
 

Victoria Hospital, 
 100 years old in 1987, stands on a

nine-acre site overlooking St. Lucia's 
capital city of

Castries and 
the Caribbean Sea. The facility's 211 beds are

allocated among wards,
seven 
 to which there were 8185
admissions in fiscal year 1986/87 (April March),
to the

period under analysis in this study (see Table 15 for 
summary of a


Victoria Hospital statistics for the year).
Occupancy for the year 
 was 74.3 percent, and the average

length of stay 
 (ALOS) was 7 days. In addition to its
inpatient facilities, the hospital houses Casualv 
and
Medical clinic areas. In fiscal 
 1986/87 these received
34,052 outpatients for emergency, walk-in, and scheduled 
outpatient clinic services. 

St. Lucia's Public Hospitals (Management) Act of 1973established a five- to ten-member Hospital Board, to be
appointed by the Minister of Health, 
to "undertake ... generalmanagement and administration" of Victoria 
 Hospital. The
Board is specifically empowered to: (1) "equip, furnish,
manage, control, operate and maintain [the] hospital and all
 
property thereof"; (2) "prepare annual
an Estimate

Revenue and Expenditure 

of
 
[for the] hospital"; (3) "collect
fees payable under 
[the] act"; (4) "make recommendation to
the Minister with regard 
 to any matter directly or
indirectly affecting [the] hospital 
 or the efficiency or
improvement of the med.cal or nu.-(i ,,,7 crvices tietein"; and

(5) "perform such other functions in relation to [the]
hospital as 
the Minister may require to be performed by the
Board." While has
it responsibilities for financial

reporting, fee collection, and physical facilities, however,

the Board's ability to affect the 
 financial costs of the
hospital is constrained by its lack of control over 
key
issues such as 
hiring and firing, and by its purely advisory

role vis-a-vis medical or 
nursing services.
 

The situation is similar for the Hospital Administrator,

customarily appointed 
by the Public Service Commission.

While he serves as "Chief Executive of the Board and 
as such
shall perform such duties as 
the Board may require of him
from time to time," 
the law also tates that he must comply
with requests concerning administration and management made
by the Medical Superintendent "or other Officer in 
 charge."

As of 1986/87, the post 
 of Medical Superintendent was
vacant. Direction over the hospital's medical staff 
 was
being provided by the Medical Staff 
 Committee; nursing
 

26
 



services were under the direction of the hospital Matron.
 

Effectively, then, the Administrator's scope of
 
authority spans three of the hospital's 15 direct service 
departments (Laboratory, Radiology, and Physiotheraphy) and 
ten of the 11 indirect departments (excluding Nursing 
Administration) (see Appendix B, Table B.2). Matters 
pertaininq to appointments and discipline are under the 
purview of the Public Service Commission, a con.titutional 
body. The Pe rsonnel. Division of the Public Service (the 
Establishent) is responsible for workiny coAditions. 
Salaries nd fringe benefits are negotiaited between the 
Public Service Unio n and a Cabinet-appoined team comprised 
of representative-s from the Ministry of Finance and the 
Personnel Div son of the Public 'rvice, plu: private 
sector individnli> about levels.'0wledyable wage 

,The divis'- . of re, onsihilit for asoects of Vict ria 

Hospital's manaueenu and administration docue ted ir trnis 
brief overview underscore t:hn need for national-level 
collaborat-ion in efforts to control and maaqc the 
hospital's costs. 

B. Cost Analysis Methodology
 

Five steps were undertaken to identify total costs and 
unit costs for Victoria Nosital departments. (Additional 
details of tie .ethodoloy used may be found in Appendix B.) 

First, the 1986/87 line ite- expense report nor Victoria 
Hospital (reflectinn actual ex'enditures) was identified 
from the Government's annual budget report, Estitps _of 
Saint Lucia, 1987/88 (see Appendix P, Table B.1). 

Second, twentv-seven deoartments were identified for 
purposes of co.t allocation and calculation of unit costs. 
These depar .ents were separated into indirect service 
(overhead) tpartments, direct service departments, and
 
other departments (see Table B.2 for complete list).
 

Third, the line items in the expense report were 
assigned to the hospital's departments, in order to 
calculate the direct cost for each department. The fiqures 
were adjusted to include costs incurred by the hospital but 
not reflected in its budget or expense report (e.g., 
pharmaceuticals costs), and to subtract costs incurred 
elsewhere but recorded in the Hospital's expense report 
(e.g., time spent at other hospitals by VH maintenance 
personnel) (see Table B.3). 
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Fourth, the costs of the indirect departments were
 
spread across the direct service departments through a

stepdown L'.-nczuz. This was done in 
two ways: first, under
 
the assumption that the hospital's buildings were fully

depreciated and thus represented no 
cost to the hospital

(this in the case, since the existing facility is 100 
 years

old); and second, under the assumption that a new hospital

would be built, and that its buildings and the current
 
market value of its land would have to be 
annuitized at full
 
replacement cost (see Tables B.4 and B.5).
 

Fifth, the total (direct + indirect) costs of the direct
 
service departments were divided 
 by each department's

service volume, in order to calculate the cost per unit of
 
service (see Tables R%° and B.7;.
 

C. Summary of Key Findings
 

As mav be seen in Table 16, the 1986/87 total direct and
 
indirect &oat of .he existing hospital 
(without depreciation

of buildingn and annuitization of the capital costs of land)

is EC 58,448,688. This figure is 3i percent higher than the
 
EC $6,451,]30 ip recurrent expenditures attributed to V<H in
 
the Esl iml e. The difference between the two figures

results from our addition of expenses for the hospital 
 that
 
do not appear on inb own bud]get: those recorded in budgets

of other MOP des.rtment (. -, pharmaceutical expenses paid
through Central Medical Vzorey), those on the budgets of 
other ministries e.. , telephone expenses paid by the
 
Ministr of Commounicaton- orks), and costs that do not 
appear on any budget (e.V., depreciation of equipment;
donated salaries and equipmehL). 

When depreciation 
 of buildings and the annuitized
 
capital cost of land are added, the total 
 annual cost of
 
Victoria Hospital 
 comes to EC S10,680,274, or nearly 66
 
percent Yore tha: figure for the
the hospital's recurrent
 
expenses in the Estimates (Table 16).
 

Figure 12 shows the distribution of line item expenses

within total direct and indirect cost (without depreciation/

annuitization). 
The largest expense by far is for personnel,

whic, absorbs 68.7 percent of tne total. Supplies, tools,

and equipment 
 account for another 16.7 percent, and
 
pharmaceuticals for 8.1 percent. Together, these three 
items
 
account 
for 93.5 percent of total direct and indirect costs
 
(without depreciation/ annuitization) . The remaining 6.5
 
percent of costs are apportioned among five less significant

items. 
Note that the expense for operations and maintenance
 
is less than one percent.
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Tablel7,- show-.-the-unit-costs of -ictonia-ospita'
seven wards (with depreciation/annuitization). Total costs 
per department range from, a low of, EC in$349,408

Opthalrology to a high of EC $1,461,046 in Medical,

reflecting, among other things, differences in department

size, the average age of patients, occupancy rates, the
 
average length of stay (ALOS), and the intensity .of

services. Total costs per patient day range from EC $90 
 for
Paediatrics to EC $174 for Opthalmology, reflecting
differences in both total 
 costs and volume of services.

Total cost per admission (a function of both cost per

patient day and ALOS) ranges from approximately EC $415 in
 
Maternity to EC $1,667.,in the (private) Baron Wing.
 

Table 18 provides a detailed summary of cost allocations

for VH. Average inpatient costs, summarized in Part 4 of

Table 18, were calculated with and without operating theatre
 
costs (depreciation/annuitization is included in all cases).

Average cost per inpatient day without operating theatre
 
costs was EC $103.61; with operating theatre costs, it 
was
 
EC $131.80. Average total cost per admission without
operating theatre was EC $724.21; with operating theatre, it
 
rose to EC $921.26.
 

Unit costs (with depreciation and annuitization of the
capital costs of land) for surgical operations, outpatient

services, and ancillary services (shown in Table 19) were

also calculated. The average cost per operation was $611;
 
per outpatient visit, $30; 
per lab test, $10; and per x-ray, .....
$49. The average cost of a physiotherapy treatment was $13.
 

1. Understanding Components of Costs. There 
are several
.different ways in which these data can 
 be interpreted and
 
used. First, they provide a more realistic picture of the
actual costs of VH than was previously available, as well as

details on the relative costs of different direct services.
 
They also provide, insights into why relative costs differ.
For example, Maternity has the third highest total cost, of
any i'ipatient deportment, because-- although the ALOS 'in 
Maternity is the lowest of any department -- it has a very

high number of admissions and therefore a high number of ' 
total patient days. As a 

'
result, 'costs per patient day areat the lower end of 'the range, and total'cost per admission . I 

<i is the lowest of all. Ophthalmology, in contrast, has -the 
lowest total cost of any dep.artment, arnd length of stay is
only slightly above average. However, its low admission rate
 
and resulting low occupancy rate '<and smallest number of

patient days together, .result in Opthalmology's having the

highest cost: per patient day and the third highe's cost per

admission.- . " ' , ' 
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One of the probable reasons for the results on average

costs, in terms of 
cost per patient day, is the intensity of
 
utilization of each ward. Although the study results, 
 based
 
Ol a single year, do not provide an adequate test of this
 
point, it is plausible to assume that, other things being

equal, the more intense the use of a ward (that is, the
 
greater the number of patient dayvs it provides), the lower
 
its averac cost. Such an interpretation of costs is
 
consistent with economic theory, especially considerina the
 
(no doubt, IigVr proportion of total cost that is fixed in
 
each ward.
 

By highlighting the component elements that affect both 
total and unit costs, cost analysis can point the way to 
measures that mav help to reduce costs co(e.q., sin beds
 
in low-occupancy aeas: to lower fixed cos incr easing
occupancy in low-occupancy areas when morbidity indicates 
these bcdS are needed). It is important to note, however,
that estimates of total and unit costs necessaroi '. reflect 
the .ituation at a given point in time and at a given level 
of service. If the scale should change -- if tie v( ofume 
services should increase, for instance -- then tie cost 

" 
est imat s mig 1t c haniqe . 

The findings of this cost analysis also suagest that
 
officials need to be realistic about the potential for cost
 
reductions. 
 Sixty-nine percent of the hospital's total
 
direct and indirect cost (without

depreciation/annu~ti7ation) lies beyond the control 
 of the
 
hospital administrator and even the MOH, dependent upon
decisions negotiated by the Public Service Union and the 
Cabinet-appointed negotiating team mentioned earlier.
 

2. Comparison of Costs with Existino Fee Schedules.
 
second major use of these cost data is 
for comparison with
 
existing fee schedules. St.. Lucia's schedule of health care
fees was recently revised (1985), and further revision is
 
not expected as an outcome 
 of this study, but officials
 
acknowledge that existing 
 fees were set without any

consideration of actual costs, and have expressed interest
 
in knowing what the relationship between fees and actual
 
cosus might be. The study findings shown in Table 19 
are 
depicted graphically in Figure 13. 

The only fees that appear to come close tc total costs
 
per unit ar- the average laboratory fees. This finding

should be treated with some caution, however, since the 
 fee
 
figure represents an average of fees for all tests under EC
 
$20, unweighted by differences in actual numbers of tests
 
done. The weighted average might well be a lower fee.
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In only one case, physiotherapy treatments, the 
estimated average fee per unit (EC $31.45), which reflects 
single and complex physiotherapy treatments combined, is 
higher than the "total cost per unit" figure (EC $13 for one 
treatment). If we look only at the fee charged for a single 
treatment (AC$10), however, it is -- like the fees in other 
departmentg -- below unit cost. If more of these single 
treatments are given than is assumed in the analysis,
Physiotherapy's average fee per unit may be somewhat closer 

of their 

to the "totZ co-. pu. unit" fIigure of EC $13. 

The 
Theatte, 

feet 
Ra 

.- for 
oloyy, 

_, 
anu 

(private) Baron 
Casualty are all 

Wing , 
around 

Operating 
50 percent 

costs. ,,; surpi-singly, given a ward-bed charge of 
EC S15, the fne fr mon inpatient departments is only 9 to 
17 perce.n of cost . 

3. _. C_1>.nA _i . Det-r ination concerning the 
importance to d relative diffeences in costs 
among service. or betwenN costs and fe a difficult to 
make without comparative dat -- ba 'ar-to-year 

. and comparisonscomparisons withi a siny. institution 
among institutions. These uses cost data forare of which 
only potential e1ists at thds time, since Victoria Hospital
and the MOH wi ] oroba not be able to replicate this cost 
study annua!l\- However, both institutions now have the 
methodology to replicate it periodically, and the study has 
identified some concrete steps that would facilitate 
progress toward an on-going cost reporting and analysis 
system (discussed below). 

Comparisons among institutions would also aid in the 
interwretation of Victoria Hospital's cost data. Because St.
 
Lucia is one of only a very few countries at its particular 
level of income to have undertaken a detailed hospital cost
 
analysis, the potential for international comparison is 
unfortunately slight at present (although a recent H:F/LAC
study on the costs of the major public hospital in Belize 
(Raymond et a]. 1987) does present one excellent opportunity
for international comparison). An immediately useful
 
comparison is possible, however, between the costs of V[I and
 
the projected costs of the proposed new National Hospital.

In addition, comparison with the costs of St. Jude Hospital

should be pursued. St. Jude's accounting system makes
 
comparisons with VH theoretically feasible, although more
 
detailed analysis would be required at St. Jude's, and
 
special arrangements would probably be necessary permit
to 

the release of its financial data since it is not a public

institution in the usual sense. Cost analyses must, of
 
course, be conducted in the same way if comparisons are to
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be valid. 

D. Costs and Clinical Staff: 
The Role of Utilization
 
Review
 

Patterns of clinical care practiced by physicians and
 
nurses have a profound effect on 
both the quality of care 
and the costs of services -- and in matters of health, it is
 
not possible to separate 
one from the other. In order to
address this aspect of health care cost manaqer:jent in St.
Lucia, it is necessary to introduce some form of"utilization review," a process in which individual medical 
cases are examined to assess the potential for changes in 
pract ice patte rns. 

One inceasinolv well-known approach to utilization 
review, "DRG analysis," involves the comparison of cases
 
within diasnosticallv-related 
groups 
 -- hence its nante.

There are some practical drawbacks, howeve r, to the
application of the DRG approach in St. 
Lucia. First, if DRG

analysis is to be used for utilization review, physicians
must agree on standards of practice against which treatment
for individual diagnoses will be assessed. Although peer
review is standard in many medical communities, it has not
been a tT.adition in St. Lucia, and considerable time and
strong medical leadership would be needed to establish it.
Second, in order to link treatment to costs, the DRG
approach requires on-going cost data at a level of detail

unavailable in St. 
Lucia (even after this cost study). Third

and most important, DRG analysis requires International 
Classification of Disease (LCD) codes. At 
 present, St.

Lucian physicians do not regularly record final diagnoses in
medical records, so it is impossible to assign ICD codes 
 to
 
cases.
 

Over the past several years, a health research group at
Boston University in the US has anpioneered alternative 
approach to utilization review, the "Appropriateness

Evaluation Protocol" (AEP). Briefly, 
 the AEP examines

whether a patient is 
receiving a level of care appropriate

to an asute care facility, or whether that 
care could have

been provided in a less costly setting such as 
an outpatient

facility. The data requirements for the AEP are considerably

simpler and more 
flexible than those for DRG analysis, which
 
accounts for the AEP's rapidly-increasing use in the US and
its introduction in countries with developing health systems

(e..a., Portugal) (10).
 

First, a physician knowledgable about. local medical
 
conditions, 
 standards of care, and institutional facilities
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reviews the AEP criteria to assure their appropriateness for
 
a given setting. Then a sample of medical records is 
selected, and reviewed against the criteria by a trained
 
reviewer, usually a graduate-trained nurse. The reviewer 
addresses two questions. (a) was the admission to an 
acute-care settinj appropriate at the time, in view of the
 
patient's condition and the intensivity of service required? 
And (b) for one selected day of care, is there evidence that 
the patient required an acute-care setting, either because 
of the medical and nnrsing servicers required or because of 
clinical conditions: 

To test the applicability of the AEP analysis as an 
approach tor utilization review in St. Lucia, the study team
selected Ma - at L Lich-voiume inpat ient service area 
with re1 t v 'raictforward criteria (the final. 
diagnosis, for exam.ic , is gererall clear even in the 
absence of notations on patients' ,nartE). Next, the 
criteria wewoViewd Wi~h Dr. MacDonald Ch ae, ConsultantObstetriciak/Gyr:ancologin.t at VHf and a me~er- of Ku,study's 
Working Grop. in a fton chanc and. to in no l=. u 
criteria based on sarvicos not used in St. Luc, I) . Chase 
recommended c'ane in the criteria for blood pressure 
levels and in the: len.h of time requ red between admission 
and onaten:ica! surgery (tie latter in view of the time 
recuired for daborao'r tests and t) otherwise prepare the 
patient for surcery. 

A randoMs samale of 2 percent of the records of 
uncomplicatcd caso ad 7 percent of the records of
 
complicated 
 cae:p a: drawn by Medical Records, and 
patients' nal.j were deleted to protect confidentiality. 
These sanple cts war.c then reviewed by the Senior AEP 
Reviewer at 50suoo University. The complete report of her 
revie, is proented in Appendix C. 

in sumarva, 7 cases (14 percent) of all obstetrical 
admissions re'viewed were found Lo be inappropriate, based on 
the objective criteria. However, the rates of inappropriate
admission were quite different for uncomplicated and 
complicated cases. Only 8 percent of uncomplicated cases 
were deemed inappropriate; for compaiison, the rate of
 
inappropriate adult medical and surgical admissions at US
 
hospitals participating in an on-going Boston-based study
 
was 10.3 percent. In St. Lucia, there was a much higher rate 
of inappropriate admission (5 cases out of 25, 20or 

percent) among complicated cases. Two of these cases were 
considered "premature admissions" (primarily for bed rest,
 
without any evidence of special monitoring or question of
 
preeclampsia). The remaining 
three were deemed inappropriate
 
because the treatment given could have been rendered on an 
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outpatient basis.
 

In the day of care analysis, 20 percent of all cases
reviewed were found to be inappropriate. Again, the rate ofinappropriateness was 
much lower among uncomplicated cases

(only 4 percent). Among complicated cases, 33 percent did
 
not need to be in hospital on the day reviewed, according to
the objective criteria. The comparison rate of inappropriate

day of care in US hospitals is 13.8 percent. In the St.
Lucia analysis, there were two primary reasons for thedetermination of inappropriatenss: either no further care 
at any level was needed, or the plan of treatment was not 
documented in the chart. 

ThiF: last point has impoLtant implications for both theinterpretation of the AEP findings and for the potential for
utilization review in St. Lucia. First, the levels of
inappronpiateness found Pay well be, in part, the result of 
poor notation . For example, patients admitted for bed rest may, in fact, have received special monitoring that could
have beep done only i. hspital. but since such services 
were not recorded and the objective criteria not met, the 
cases were determined inappropriate. Similarly, patients
found to be in hospital on a particular day of care, without 
any recorded evidence of treatment given, automatically fell
 
into the "inappropriate" category. 

Without better documentation of reasons
the for

inappropriateness (ie., 
until poor notation is eliminated
 
as a major 
reason for the designation "inappropriate"), it
will be difficult to link 
 AEP findings realistically to
 
their cost implications. Under ideal conditions,

findings can help 

AEP
 
health authorities identify where


cost-related problems exist and how they 
 can be remedied.

Typically such problems fall into 
one of three areas: they
may be health system problems (e.g., lack of nursing homebeds), which require action at the Ministry level; they maybe problems with the patient and family, which could be

addressed by lower-cost services such as 
home care or social

work; or they may be problems under the control of the
 
hospital and physicians (such as 
 the slow return of lab
tests). The latter category has been found to account for 50
 
to 80 of inappropriateness in the US.
 

When more specific data on causes of inappropriateness

become available, the 
 costs of inappropriateness can be

quantified. If indicated
the changes are then made, the

hospital and health system 
can save the value of those
 
costs.
 

At present, it is probably premature for St. Lucia to
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embark on a full-scale utilization review program. However,
 
it s- _1nqt---too---soon-_-to-- begin -introduc'ing--the--'change s in

medical record -keeping that would be necessary to facilitate 
such reviews. Nor is' it too soon to introduce the concept of 
peer review, which is fundamentaal to both utilizat,ion review
 
and quality assurance in health care.
 

E. Pctential for Revenue Collection and Generation at V " -

It has long been recognized by St. Lucian officials thatthe revenue collection system at Victoria Hospital is in

need of streamlining and strengthening. As the country's

largest inpatient fhcility and a significant provider of
outpatient services as well, VH is potentially in a position

to generate substantial revenues. The study tea'm sought to
 
document the current revenue collection system at VH, and to
 
assess the potential for greater revenue generation.
 

1. Current Revenue Collect\,on System. Revenue collection
 
at VH is physically centered in the administration building.

Patients presenting themselves to Casualty (the outpatient

department) for 
 visits to casualty officers or consultant
 
physicians' clinics retrieve their clinic cards 
 there, and
 
must walk 
 upstairs to the cashier's booth to be "assessed"
 
as to whether they are (1) exempt from payment of 
 medical
 
fees by virtue of the national legislation exempting,certain

categories of the population ("non-payable"); (2) exempt'

from direct payment by virtue of being covered by the
National Insurance Scheme ("payable-NIS"); or (3),required
to pay fees ("payable"). V 

This determination is made on 
the basis of socioeconomic 
data (occupation, student status, repord of NIS cover'age)

written on each patient's "cqlinii, card." Notation to the

effect,'that assessment has been done is made, the
by

cashier, on entitled
shee t,. "Record of Operations."

Theoretically, each 6'atient, before receiving services in

the Casualty area, should give to the Casualty area nursing

staff his or her clinic card, stamped with the date of the
 
current visit to verify that assessment has been done.
 

In practice, there appear to be several problems withthis system. First, many patie'nts apparently do not present
themselves to the cashier fVor assessment before receiving
services'. Out of 'a sample of 50 clinic cards examined by the 

team, wasstudy t only 'ne stamped to reflect that an " 

assessment'had been done. This finding was corroborated by a
 
sample study of, clinic visits and assessments made in

October, 1987. The total number of visits to~ consultant
 
physicians from, appointment sheets, in
was 'ascertained' 
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Medical Records and appointment log books in the clinics
 
themselves. Next, 
these were compared with completed "Record
 
of Operations" sheets for the month, retained in the Revenue
 
Collections Department. The resilts of this 
study are shown
 
in Table 20 and summarized in Figur, 14. Of 1085 patients,
only 14 percent were recorded as having presented themselves 
for assessment. Of these, 8 percent were determined to be

"non-payable," 
, percent "payab]c, and 1 percent 
 "payable-

NIS." in other words, out of all patients assessed, 59
 
percent were fees, 31
exempt from payment of percent we're
 
required to pay, and 11 percent were covered by NIS (Figure
15). While revenues from consultant visits alone should have 
been EC $1l25 00 for the month studied revenues from both 
consultapt and casualty officer visit fees only ECwere 

$882.50.
 

An additional problem is that 
there is no system for 
verify..ng 
that those who should have waid have actually done
 
so; assessment data are 
recorded on "Record of Operations"
sheets, while receipts are recorded separate.y in the Cash 
Book. similarly, there iJ_ no effective system for 
identifying all patients who have private Iealth ipru.anc
 
coverage, or for assuring that 
health insurnce carri.-. ale 
propery' ..... f ervices at cost. Finall.y, ]es- -..the 
reported existence at NIS of an excellent manual syste for 
identifyiny who is covered by the scheme. tnese eerecords 

neithe r avai lable az nor used by VH7.
 

Several factors cent r ibute to the low proportion of 
patients asessed. First is the sheer effort requi-ed of
 
patients: one must collect one's clinic 
 caAd at Casualty,

walk upstairs, ueue for the cashier, and return to the
 
Casualty area 
befo ve receiving services. Second, there is
 
little evidence no suggest that patients denied
are services
 
unt:il and unless 
 they present evidence uhiat an acsessment 
has been conducted, Nursing and medical personne.l, inSt. 
Lucia as elsewhere, typically view policing the collection 
of revenus- as beinn in coflict their aswith roles 

providers of direct health srvices, so they apparently do
 
not routinely insist that 
patients be assessed before they 
are given care. Third, the cashier's booth is open only
during regular working hours, Monday through Friday. While 
these hours of operation should enable the hospital to 
assess most patients coming for visits to consultant
 
physicians, those seeing Casualty officers during evenings

and weekends cannot be assessed under the existing

organization of revenue collection.
 

Revenue collection for inpatient services suffers
 
similar problems. Patients who are admitted 
 to hospital

during reoular working hours are supposed to obtain an
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"operation paper" from the admitting physician. The patient

then presents this at a window in Medical Records, where he
 
or she receives a "bed ticket." This, in turn, is presentc­
to the cashier, who assesses payability.
 

Here again, it is reported that patients frequently

proceed directly to the wards, where they may be admitted
 
without having completed the required assessment. This is
 
most certainly the case during nights and weekends, 
 when
 
there are no staff on duty to ibsue bed tickets or to
 
conduct th. assessment and make collections. Revenue
 
collection staff report they do not have the time to go to
 
the wards to find and assess patients who may have bypassed

regular admission procedures. There is a simple way in which
 
these patient: could be identified, however. Nursing staff
 
regularly prepare a "midnight census" of all patients, which
 
is presented to Medical Records each mornia. This census 
is
 
not presently tran-Intte to Pcvenue Collections, but if it
 
were, patients admittad afrer hours could be identified, and
 
their sat vis-a-.ir the assessment procedute could be 
asce rta ined. 

.Peve:ue-Cene _ Potent ia Vy._ of The revenue 
collection potential of Victoria Hospital is fundamentally 
affected by two key factors: the numbers of people who are 
exempt from having to pay ices in accordance with the 
Hospital (Amendment) Regulations No. 56 of 1985, and the 
efficiency' of the revenue colicction system at the hospital
itself. In view of plans for a new National Ecspital and the 
likelihood that St. Lucia will wish to adopt policies and 
procedures to enhance revenues from user fees, the study 
team analysed the separate effects of onthese two factors 

potential revenue generation in three major revenue
 
categories: hospital fees, confinement fees, and medical
 
fees. The results are shown in Table 21.
 

If all patients who actually received services at VH in
 
fiscal year 1986/87 had paid in full at existinc fee levels
 
(and utilization remained unchanged), the ttal revenues
 
from these three ctegories would have been EC $3,817,001
 
(see also Appendix D). If, as the Ministry of Health has
 
estimated, 92.7 percent of the population is exempt 
 from
 
paying fees (and assuming patients at VH represent a
 
cross-section of the total population), EC S3,538,360 
 of
 
this amount of revenue was foregone as a consequence of
 
exisiting exemption legislation. This means that only

$278,641 in revenue from these three categories was
 
potentially collectible by VH during this period. Table 21
 
shows that the actual amount collected for the period was EC
 
S203,747. Thus, 
 EC $74,894 that could have been collected
 
was not.
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In summary, while there is significant room for
 
improvement in revenue collection at the hospital, major
 
changes in revenue generation will not occur without changes
 
in the exemption legislation. The calculation that 92.7
 
percent of the population is exempt from payment may be
 
disputed, but it is probably not far off the mark: even
 
without reliable data on the numbers of people with incomes
 
below EC $2400, registered paupers, and children of all
 
people with incomes below $2400, the study team was able 
 to
 
confirm that at least 77 percent the population is currently
 
exempt from paying fees.
 

F. Toward Improved Cost Management at VH
 

We noted earlier that many different ministries and
 
agencies share resoonsibilitv for the costs of Victoria 
Hospital. The Public Service Union and the Cabinet-appointed
 
negotiating teaF -- the entities that toqether determine 
wage and benefits packages (including vacations and leave) 
-- nave effective control over the nearly 70 percent of 
total i irect and indirect costs (without depreciation/
annuitization) attributable to personnel. Responsibility for
 
supplies (16.7 percent of total direct and indirect costs)

and for pharmaceutical expenses (another 8 percent of total
 
d iect and indirect costs' is shared between Central Medical
 
Stores (CMS) of the MOH (where procurement practices and
 
related prices of pharmaceuticals and supplies have an
 
effect) and the hospital (where the organization of the
 
Supplies Department and clinical staff decisions have cost
 
effects).
 

If one assumes this responsibility to be fairly evenly

divided between CMS and VH, then, adding the hospital's

one-half share of control over pharmaceuticals expenses to
 
the other major areas in which it has latitude to manage and
 
control costs (supplies, office expenses, utilities,
 
operating and maintenance expenses, equipment, and certain
 
other expense items), the hospital has effective control
 
over about 20 percent of its costs. In addition, its
 
decisions abolt utilization and productivity may affect
 
costs in other areas.
 

There are a number of practical measures Victoria
 
Hospital can take to improve management of the costs under
 
its control. Some arE short-to-medium term efforts. These
 
include:
 

1) Develop and implement an inventory system for
 
supplies and pharmaceuticals. This effort would be greatly

assisted by construction of a temporary central storage
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facility. At present, supplies and pharmaceuticals are
 
stored in 
 at least ten different locations around the 
hospital, making an inventory exceedingly difficult. 
Eventually, VI{ will want to introduce a computerized system.
A manual system may suffice for the time beinq, but it 
should be developed with an eye toward eventual 
computerization to minimize difficulties in transition. 

2) Develop and introduce requisitions for supplies and
 
pharmaceuticals. A standardized requisition system will not 
only facilitate better inventory control, 
it will also help

to prevent stockouts that result in costly purchase of items 
on the retail market. 

3) Sirenathen financial management data collection and 
report-inq in the account area (includinq revenue 
collectio:. Ex ting. flow, of data need to be thoroughly
documted.c then re'ised into a comprehensive system that 

e
will provi , .re compet andi time v reporting. PevisionF, 
to the financial data vtey should be carried out hand in
hand wi a careful review of patient flow, admlssion, and 
discharae woc<edures, and all these sytomr should be linked 
to one anonher, as well as to selected data from medical 
records. 

4) Ex rie the advantaqes and disadvantages of 
contracting-out for selected services, such as laundry and 
food service. The cost analysis p vide some basis against 
which to assess these options. 

5) Gradually introduce departmental management at the 
ward level. With the introduction of a requisition system
(see above) , this process may be started by providing

feedback on the use of supplies and pharmaceuticals to ward
 
sisters and medical staff, whose decisions affect costs in
 
these areas. Such a system can also provide data on 
personnel mix and labor productivity. 

Some of these measures can be undertaken by the MOH and 
VH without further ado. Those involving systems development 
may require the time and expertise of specialized technical 
cooperation. In the context of securing financing for the
 
new national hospital, the MOH may wish to explore with
 
donor and lending agencies the potential for including
 
systems development a capital expense item a cost of
as --

"structural adjustment" (to use the World Bank's term)

needed to optimize revenues from and resource allocation
 
within the new hospital.
 

It should be expected that implementation of the above­
mentioned measures will result in net reductions of unit
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costs, although opportunities for outright expenditure
 
reduction are 
 limited. There are strong possibilities for
 
doing more with the resources that exist -- for getting
 
greater value for money 
-- through improved allocation.
 

Over the longer term, even if improved revenue
 
collection systems were to be introduced at VH, these alone
 
would not be sufficient to ensure that collection would
 
occur, for there are problems of incentives at the
 
individual, institutional, and ministerial levels. It may be
 
argued that individuals should not require incentives for
 
simply "doing their job". On the other hand, it should be
 
noted that it is not typically part of a nurse's job to
 
ensure that patients have paid their fees. At the
 
insitutional and ministerial levels, incentives 
to pursue
 
revenue collection viqorously may be dampened if all
 
collections continue 
 to revert to the Consolidated Fund. A
 
number of governments, including Jamaica, are becinninq 
 to
 
address this problem 
by allowing the MOH and hospitals to
 
retain a proportion of revenues collecteJ. In St. Lucia, the
 
Ministry of Health may wish to explore such incentives with
 
the Ministry of Finance.
 

In the long term, it will be difficult to achieve
 
effective control over the largest components of cost
 
without enabling more autonomous management of Victoria
 
through the establishment of an independent hospital board.
 
The necessary degree of independence would have to include
 
control ever wages and benefits.
 

A national hospital such as Victoria will never be

entirely free-standing; the nature of health services in 
St.
 
Lucia and government's commitment to their accessibility
 
mean that some subvention will continue to be required.

However, establishment of Victoria Hospital 
 as a
 
quasi-public entity can go a long way toward enabling the
 
facility to better manage and controJ its costs, thereby

freeing resources for reallocation to better serve the
 
health needs of all St. Lucians.
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FOOTNOTES N
 

...
. -This--study focuses -on -ful-l-accounted-for:.... nanci 
 . . 
costs, including direct and indirect recurrent operating 
costs as well as capital costs of land, buildings, and 
equipment. A broader concept -- economic costs -- would also 
include so-called opportunity costs (e._., foreign exchange,
income foregone by patients, their travel costs, etc.)., 

2. See Appendix A for detailed information on the study

design and its implementation. "
 

3. The Estimates of St. Lucia, published annually, contain
the government's actual income and expenditures and planned

budgets.
 

4. But see also MOH 1984:3, in which the population growth

rate is estimated to have remained at about 1.5 percent per
 
year since 1945. In general, demographic and health
 
statistics vary, sometimes rather widely, among St. Lucian,
USAID, World Bank, and PAHO sources. In instances in which 
sources disagree, the most recent figures have been used.
 

5. This section is based on the latest available figures

provided by the St. Lucian Ministry of Health.
 

6. Recent insistence on the part of the Ministry of Health

that final diagnoses be entered on all death records will,

in the opinion of the Medical Officer of Health, drastically

reduce the number of deaths attributable to "signs, symptoms

and ill-defined conditions" in the near future.
 

7. In US terms, consultants and, junior officers -are
 
equivalent to attending physicians and house staff,
respectively. 
 .,
 

8. There is a considerable difference between the number 
 of
 
people actively contributing to NIS (and thus currently
 
entitled to NIS benefits) and the number who are registered
with NIS -- an estimated 70,000, according to the NIS
 
director.
 

9. Those exempt are: persons with annual incomes below EC
$2400; registered paupers; children of the first two groups;
 
persons over 60 years of age; women with incomes-of less
 

I 	 than EC $2400 admitted to Maternity; members of the fire,
police, and nursing services; persons covered by NIS; and 
children below the age of 16 who are full-time students. 

1 10. For a fuller discussion. of the AEP methodology, see
 
. '-Payne 1987. 
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TALE 2 

REGIONAL COMPARISON OF HEALTH STATUS INDICATORS
 

.............................................................................................
 

Crude Birth Cr-ade Death Life Expec- Infant Mort. Maternal Death
 

Rate (a) Rate (a) tancy (b) Rate (c) Rate (d)
 

Country Year Rate Year 
 Rate Year Age Year Rate Year Rate
 
...............-----------------------------------------------------------------------------


Antigua 83 15.2 83 5.2 83 70., 63 11.0 n/a n/a 
Barbados 84 16.7 64 7.8 83 71.6 F 3 24.5 n/a n/a 
Belize 83 3S.7 84 5.0 80-85 66.1 84 22.7 83 5.0
 
Costa Rica 83 30.0 83 3.9 80-85 73.0 83 18.6 82 12.6
 
Cuba 85 18.0 85 6.4 80-85 73.4 84 15.0 n/a n/a 
Domiica n!a n ;a n/a n/a 83 70.9 83 13.9 n/a n/a 
W, Salvador 83 3C.3 83 6.9 80-85 64.8 83 43.8 83 7.4 
granada n'a r.a a n a 82 65.5 80 21.0 n/a n/a 
G atemala b3 38.; 63 12. 80-85 59.0 83 81.I 83 12.3 
Gyar.a 81 29.0 6.6 8 68.2 8.1 40.5 n/a 	 n/a

Haiti 8C-85 41.3 e0-8514.2 78 52.7 82 124.0 n/a n/a
 

Honduras 83 38.7 63 4.7 8C-85 5. 1 8- 70.0 83 5.C 
Jamaica 84 23.4 e,; 5.., 82 70.3 82 a.5 n/a2

n/a 
Mexico 83 32.7 62 5.6 F0-85 65.7 83 33.0 83 9.1
 
S;. Kitts 84 24.2 84 10.5 83 65.0 83 41.2 n/a n/a
 
St. Lucia 85 32.6 85 
 6.0 	 85 70.0 H, 23.6 84 0.0
 
St. Vincent 83 32.3 83 7.6 80 68.5 83 32.5 n/a n/a
 
Trinidad ai 25.9 81 6.6 80-85 70.1 80-85 29.9 n/a n/a
 

.......................---------------------------------------------------------------------


Sources: 	Raymond et ai. 1987, Table I.l. 

Parra 1987. 
MOH 1984: 9. 
GCSL: Annual ,tatistical Digest, 1986. 

Notes:
 
(a) Birth and death rates are per 1000 population.
 
(b) Life 	 expectan-cy is at brth. 
(c) Infant morta'lity rate is per 1002 live births. 
(d) Maternal death rate is per 10,000 live births, except for St. Lucia's, which is per 

1000 live hirtns. 
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TABLE 3
..... .... . . . .. . .. .i 
ST LUCI. - :HEALTH SERVICESCOVERAGE 1 . 

," 

1980*. 1981 1982 1983 1984 1985 

% children >1Imm. vs. 
% children >1 im vs. 

DPT 
Polio 

63.5 
65.9 

68.0 
70.1 

77.0 
78.0 

860 
88.0 

800 
81.0 

88.0 
82.0 

% children >1 imm. vs. Measles (a) 
% children >1 i=. vs. TB 

5.0 

25.6 

3.7 

76.6 

42.0 

56.0 

44.0 

76.0 

60.O 

74.0 

64.0 

86.0 

% preg. fems. rec. prenatal care 
at govt. facilities (b) 

% childbirths attended by 

trained personnel (c) 
%women rec. puerperal care 

at govt. facilities (d) 

% children >1 rec. professional 
care at govt.facilities (e) 

Pop. w/in 1 hr. walk h. care (f) 

No. of hosp. beds 
No. of hospital beds/lO00 pop. 
No. of hospital admissions 
No. of hosp. admissions/lO00 pop. 
No. of doctors 

No. of persons/doctor 

58.0 

n/a 

36.0 

72.0 
88.0 

554 
4.47 

11,021 
92 
32 

3,759 

74.0 

98.9 

56.0 

86.0 
91.0 

526 
4.16 

11,949 
98 
48 

. 2,546 

75.0. 

99.4 

S .0 

86.0 
94.0 

523 
4.06 

13,615 
11 
50 

2,480 

72.0 71.0 

93.C 94.6 

63.0 5,0 

83.0 76.0 
97.0 100.0 

522 i/522 

3.97 " 3.89 
12,396 j13,753 

94 4 103 
51.' 58 

2,478' 2,311 

n/a 

n/a. 

n/a 

n/a 
n/a 

526 
3.84 

13,104 
96, 
43 

2,853 

, 

............. .......................... ...........--- ,- .......... .... 1............ --.---

Sources: MOH: Arual Reports of the Health Division, 1980-1984. 
MOF 1986. 

, ' 

GOSL: Annual Statistical Digests, 1978/79 through 1985. 
MOH 1985. 

Notes: r" . 

' . 

** 

(a) Measles immunization in St. Lucia was begun in August, 1980. An iniunization campaign is 

responsible for the leap in the 1982 figure to 42%. 
(b)The declining figures in 1983 and 1984 reflect increasing utilization of private care. 
(c) The decline in the 1983 and 1984 figures reflects the fact that in these' years more 

births fell into the "not accounted for" category. 
(d) The low 1980 figure is due to underreporting, the result of hurricane damage to medical 

records. The declining 1984 percentage reflects increased-use of privatepiatricias. 

.(e) The 1984 decrease reflects increased use private ofpediatricians. 
( f ) The steadily increasing percentages reflect the increasing number of health centers. 

" 
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- ,4A, ABLE44 T 4":44~~'- ,.114 •92 : 7''444.64,4; A 4 :45-4137
4LEADING 4 1431CAUSES OF DEATH IN ST. LUCIA, 1976"19P LtdMBER OFDEATHS 1 -' 124BYCAUSES 1446/GROUPbQF CAUSES4 Hyeren-sae 4 7 7 
_Li4,A

3 32 614 . 57 43 34- 15 5 
$444 :4 : 4 Al-dfndcnltn 
 0 


0
 
b 5 13 19 12 5 1 1 7 


All diseases of the 
 9 9 
n/a 

41]circulatory system n/a n/a nl/a n/a 251 280 260Cerebrovasc. disease 261 283 284Dia ordiepass - 108 83 114gru 97 7 92 65 79 64 86
1 99 198 981 92 81 71 441982 1983 19A 19851986c 4Heart diseases 85 137 114 143 11995 146 125 124 150 155Hypertensive disease 17 17 13 32 61Signs, symptoms and44 39 57 43 34 38 53 

ill-defined conditions (b) 
 109 125 113 139 192 152 117
CAllNeoplasmes 
 81 76 104 118

n/a n/a n/a n/a n/a 71 


Malignant neoplasms 
90 20 103 109 91


S7 61 39 80 
 91 71 874 9 7 99 105 86
All diseases of the
 
respiratory system n/a n/a 
 n/ n/a n/a 68 61 54 47 45 78Bronchitis, emphysema, asthea. 26 28 9 15 !0 13 16 8Pneumonia and influenza 10 14
67 4G 63 60 
 38 47 40 33 
 27 18 37
All external causes 
 33 42 33 48 41 43 
 37 48 53 57

Mtr. vehicleand traf accids. n/a n/a n/a n/a n/a 

55
 
17 10 22 23
Congejnital anomalies 11n/a fl/a n/a n/a n/a 9 15 12 

30 
9 17 7 'Certiin perinatal conditions 48 36 44 5730 52 55 62 47 55 
 47
Al. diseases of the 

digestive system n/a n/a n/a n/.i n/a 40 37 36 19 27 43Chronic liver disease,4 
and cirrhosis 44n/a n/a n/a n/a n/aAUl infective and 18 2s; 20 7 14 20 

parasitic diseases n/a n/a n/a
Tuberculoss 
14 

n/a n/a 44 42 30 26 41 34 
1 2  17 9 16 16 14 7 3 5 
 5Intestinal Infect. diseases 
 27 18 34 22 
 13 12 12 7
Syphils 9 19 1.2 3 1 . 1 1 1A:CS 14440 0 
 0­0 0 0 
 0 0 0 0 
 0 0 2 
 1 

All diseases of the nervous
 
system and sense organs 
 n/a . n/a n/a n/a n/a 21 
 21 18 9 14 
 22
&,.d mnetabolic diseasesAll endocrine, nutritional 
and L=runity diseases 
 n/a n/a n/a- n/a n/a 
 45 51 53 36 28 32 - .
,
4Diabetes Mellitus 13 21 16 26 29 36 36N4tritional deficiencies 4011 28 21 207 5 14 
 6 5 12 10 2 3 5All diseases of the
444. genitourinary system n- n// n/a4 n/a 21 14 13 23 24- iKidney diseases 
 -10 4 4 13 12 14 10 10 16 19 16 
ALL CAUSES - n/a n/a n/a n/a n/a 843 845 795 736' 824 843 

Sources: GOSL: Annual Statistical Digests, 1,975-1986. 

4 Notes; 
- 44444 : " (a) St. Lucia did not begin to record causes of death by: 1981. For years prior to 1981, groups of causes, or to assign ICD codes, untildata broken down by groups of causes are unavailable. All figuresare the most recant available. 4-, 

4: (b) According to Dr. JameasSt. Catherine, Medical Officer of Health,:'begun insisting on final diagnoses. This new policy will reduce 
the Ministry of Health has recently,the "ill-defined signs and sntomsmp'to 

category to nil over the next few years. -- --- -

c) 1986 figures are provisional.
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----- ------------- ------------------------------------------------

TIBLE 5 

ST. LUCIA: 	RPNK ORDER OF LEADING CAUSES OF DEATH,
 
SELECTED YEARS 1976-1986 (a)
 

.........--------------------------------------------------------------


Disease 
 1976 1978 1980 1982 1984 1986(b)
 
.........-------------------------------------------------------------


Heart disease (cl 	 3 1 * 1 1 1 

Signs, symptoms and
 
ill-defined ccnditirns 
 1 
 3 1 2 4 2
 

Malignant neoplasms 
 5 6 3 3 2 3
 

Cerebrcvascular disease 
 2 1 * 4 3 4 

Accidents a-ad violence 7 8 7 8 5 5 

2X'rperten.sive disease 9 	 5 65 	 7 

-erina:a7 conditions 	 6 5 6 6 6 7
 

PrLumonia and influenza 4 4 8 7 9 8 

7iseases of the nervous
 
system and sense oraans n/a n/a n/a 10 9
* 


Liver disgases 	 n/a n/a n/a 10 10 *
 

Intestinal 	infect, diseases 8 7 	 10 *
 

Diabetes Mellitus 	 10 9 9 8 10 *
 

Kidnev diseases 9 

Tubercuos 	s 13 9 10 

Source: Table 4: "Leading Causes of Death in St. Lucia, 1976-1986"
 

Notes:
 
(a) An empty cell indicates that a disease did not place among the
 

ten loading causes of death in a given year.
 
(b) 1986 figures are provisional.
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TAPI.E 6 

ST. LUCIA: LEADING COMMUNICABIE DISEASES, 1973-1986 

.............................................................................................................................. 

Disease 1973 197,14 1915 1976 1977 19l78 1979 1980 1981 1982 1983 1984 1985 1986 

Gastroenteritis 661 470 1,234 777 1,835 1, 775 115 705 811 415 1,895 1,555 843 
Gonorrhoea 359 696 559 320 21 312 " 322 21 60 63 40 429 
1 f I na 559 666 os 1,548 8H5 6'.3 ')() 2,5 1 2,,11 1,193 3,15/ 697 1 ,016 243 
Syph iii 
Of *n quo Fev, r 

340 25 '/6
[] 

339 
0 

400 
0 

440 
1!/ 

2!6 
2,6 

230 
6, 

351 
23 

359 
31I 

-115 
) 

52 
0 

28 
0 

189 
1641 

P1>iwnonia (under 5 yrs.) 218 15/ 139 105 13/ 105 112 85 
Dysintery 

'lZyho i Fever 
3 

36 
2 

2-; 
11 

22 

32 

16 

17 

*1 

116 

10 
I75 
4 

5l3 
7 

103 
14 

19 
10 

40 

5 
100 

18 
49 

8 
71 
66 

Chickon pox 74 96 268 97 0 138 83 34 69 38 57 78 59 39 
Tubercu Ios i S 

MiaIs " o! 
72 

960 

61 

382 

54 

202 

33 

7 

37 

1,084 

50 

134 

42 

9 

41 

35 

39 

134 

37 

2,037 

,18 

71 

55 

13 

21 

9 

34 

32 
Ophthalmnia Neonatorum 0 69 48 51 55 12 18 23 33 32 
I,epI osny 5 0 11 118 5 4 29 16 24 26 15 31 
Mumps 5 216 215 197 784 53 20 17 33 688 388 21 30 
Infect ious Hiepatitis 0 45 '10 24 41 7 15 15 8 26 
MaInutrit jon (under 5 yrs.) 60 119 96 1-15 48 43 41 69 35 8 
Sch iF;*oomia:o is 3(2 436 380 232 249 159 24 39 32 27 18 59 4 10 

---------------------------------------------------------------------------------------------------

Source: Ministry of Health: computer file containing weekly reports of cormiunicable diseases 
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TABLE 7
 

ST. LUCIA HOSPITALS: COMPAPRATIVE STATISTICS 1984
 

.....................----------------------------------------------------------------------


Acute General District Mental
 
Total
 

Victoria St.Judes Soufriere Dennery Golden Hope 
....................----------------------------------------------------------------------


No. of Beds 	 211 107 (a) 20 (b) 22 (c) 162 522
 

No. of Admissions 8,164 3,983 857 344 
 405 13,753
 

Admissions per
 
1000 population 61 30 614 2.6 3 
 103
 

Patient Days 60,088 23,066 3,906 1,370 --

'AveragleLength 

7.4 5.6 4.6 4.0
 

,rc nt ccupancy 78 59 54 17 

.....................................................-------------------------------...
 

Sc.rce: MOF 1983: 218.
 

Notes:
 
(a) 	A Januar-y 1988 PAHO-sponsored atudy on feasibility of the new National Hospital
 

reported 114 beds.
 

(b) 	During a site visit to Soufriere Hospital in October 1987, the study team found 
29 beds and 3 cots. The inpatient census that day was 20 patients (36 occupancy).
 

(c) As Dennery Hospital, during the same site visit, there were 20 beds, of which 2 
were occipiea (101 occupancy). 
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-----------------------------------------------------------------------------------------------

TAHLE 9
 

ST. LUCIA: CENTRAL 3VEPINMENTCAPITAL EXPEXOI7JRES
 

TOTAL ANDMINISTRY OF HEALTH BY MAJORCATECO.RY 

Approv#ed 'i , Arpprvcd 8% s Approved I Dist 
Estoares ! W~i st-nrtes rfH Esticates cf ?OH 

195,9 E p96ds B986,LErxper, 997/8a Expends 

I. Total Cv't expenditure $7E,325,738 $ 7,700,725 

2. Total MCH exendit.ure $7,31b,340 100% $7,463,348 IlOUt $2,21,027 1-0% 

General A&rinistratirn $3'.,020 5.2% $150,00C 2.0% 5150, OC i.2% 

Medica 
I 

Care $3bC,c0r3 4.9% $100,OCC 1.34 $334,643 2.8% 

Zent ai Services $60,00C 0.9% $0 0.0% $28,50C n.2% 

Victoria Hosp.tal $21,2rC 2.9% $267,90C J.6% $681 ,0156 5.6% 

Sc20r ; rula30,000tre $4up 0.5k 
 $3 0.0% 570,300J 0,6% 

3e.ne', {ospitt s3,Ocn 0.5% $0 0.0% 115,O: 0.:!
 

C --.dn Hcp $20,020 0.3% $603,000 8.1% $383,577 3.2% 

K-llogg Euunda::cn $710,000 9.7% $710,000 9.5% 5124,054 1.0% 

Saritatton and i.spectcrn $0 0.0% $0 0.0% $54,000 0.4% 

P.,b5: Reis. 6 info. $0 0.0% 30 0.0% $54,000 C.4% 

Water 4 Sewage Authcrlty $5,500,202 75.2% $5,649,448 75.5% $0,274,200 84.8% 

3. 4'H as cf total expenditure 9% 
 9% 12%
 

4. Victoria Huspitai as 
% of ,,OH capita, expo:rJituxe 3% 4% 6%
 

Soorce: Estimates of St. Lucia.
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TABlE 10
 

ST. LUCIA: TRENDS IN MINISTRY OF HEALTH RECURRENT EXPENDITURES
 
BY MAJOR CATEGORIES
 

Actual Actual Actual Actual Act na! Actual Revised Ests EstimatesCategory 
 1980/81 1981/82 1982/83 1983/84 1984/85 
 1985/86 1986/87 1987/88
 

Total MOH Expend (A+B+C4D) $11,642,878 $15,076,666 $16,912,274 $16,733,140 $18,130,556 $19,795,712 $19,850,42 $21,430,716 

General Administration (A) $1,8,2,7:-3 $2,549,498 $2,409,404 $2,409,282 $2,387,554 $2,717, 178 $3,101,528 $2,940,890 

Health & Medical Care (B) $9,800,150 $12,527,168 $14,502,810 $11,323,858 $15,743,02 $16,780,67 $16,38,993 $17,811,882
 

Victoria Hospital n.a. $4,429,193 $5,022,825 $4,888,786 $5,706,075 $6,051,126 
 $6,451,130 $6,756,048 

Labour (C) 
 $0 $0 
 $0 $0 $0 $298,267 $358,961 $403,102
 

Piibli- kc-s & Info. (D) $0 $0 $r; $0 $0 
 $0 $0 $274,842
 

0n Admin as% Total Expend 16% 17% 14% 14% 
 13% 14% 
 16% 14% 

Hflalth & Mod Care as 
l'otal Expenditure 84% 83% 86% 86% 87% 
 85% 83% 83% 

Victoria Hospital as 
To alExpndituree 29% 30% 
 29% 31% 
 31% 32% 
 32%
 

Victoria Hospital as 
1 IPfealth & Med Care 35% 35% 
 34% 36% 
 36% 39% 
 38%
 

Sources: Estimates of St. 
Lucia, various years; author's calculations.
 



TABLE 11
 

ST. LUCIA MINISTRY OF HEALTH REVENUE
 

...............................................................................................
 

Actual Actual Actual Rev Ests Estimates
 

1983/84 1984/85 1985/86 1986/87 1987/88 
. ........----------------------------------------------------------------------------------------

Hospital Fees $74,700 $106,874 $194,441 $176,432 $300,000
 
Reimburse Nurses Board $14,723 $14,675 $15,018 $17,651 $17,900
 
Sale of Drugs 
 $12,387 $13,4-7 $32,177 $37,337 $50,000
 
Confinement Fees $1,440 
 $1,430 $6,435 !$7,450 $60,00
 
SuI:dge Disposal $19,42) $3.,910 
 $6,480 $4,200 $16,800 
Sale Precast Supplies $36,4.1 $6,540 0 0 C. 
inspect iors $0 $.z/. $0,933 $8,620 $9,500 
icenses 9 $12,306 $,000) 

Rec Food Hanclers $307,39i $884 $0 $1 ',000 
Oiber Receipts $70 $5,043 $19,16. $20,693 $22,500 
Cont rib y Mediical Board $2,05. , 0,,5,-, .. 

hthaImologv $0 $9,61 "14 , 161 $0,00 
Fees 'Medica Schoc $9,260 $700 $196,50 1 , $196,0 

..edicai Fees $18,785 $1C,869 7¢30,CO $3,o$30,730 $ 
;, rk Permits $0 so $329,0530 $337,274 $360,000 

Total, All Sources $524,671 $1,207,075 $1,598,403 $1,854,480 $2,603,200
 

Total, Health-related Sources * $524,671 $1,207,075 $1,269,352 $1,517,206 $2,243,200 

Ministry Revenues from 
Health Sources as . a: 

Revenues from All Sources 100% 100% 79% 82% 86% 

Hospital Fees a:: ' of 

Total Health-related Sources 14% 9% 15% 12% 13% 

. . . . . . . . . . . . . . ..------------------------------------------------------------------.----------­

* Excludes work permits issued by Labour Department of the Ministry. 

Sources: Estimates of St. Lcia, various years (Recurrent Revenue Estimates, Division 0308,
 
Minis -y of Health).
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TABLE 12 

PERCENTAGE CHANGE IN RECURRENT EXPENDITURES FOR MEDICAL CARE DIVISION AND
 

VICTORIP HOSPITAL, AND PERCENTAGE CHANGE IN RETAIL PRICE INDEX
 

....................---------------------------------------------------------------­

1982/83 1933/84 1984/85 1985/86 1986/87
 

% Change in Health and 
Medical Care Expenditures 15.8% -1.2% 9.9% 6.6% -2.3% 

% Change in Victoria
 

Hospita Ex-penditures 13.4% -2.7% 16.7% 6.0% 6.6%
 

% Change iP Rwa;< 
Price Thd:c: (Services) 0.5% 0.5% 11.8% -0.2% n.a.
 

.....................---------------------------------------------------


Sources:
 
Expenditures: Tablh 10
 

Retail Price Index: Table 8
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TABLE 13
 

ST. LUCIA MINIS'1'Y OF HEALTH: SUMMARY OF
 

HEALTH-RELATED RECURRENT EXPENDITURES AND REVENUES
 

....--------------------------------------............................-------------------------...
 

Actual Actual Actual Rev Ests Estimates 
1983/84 198,1,85 1985/86 1986/87 1987/88 

.................................................................................................--­

% 	Expenditures for
 
Health & Medical Care $14,323,858 $15,743,002 $16,780,267 $16,389,993 $17,811,882
 

To al Revenues from
 
Heaith-related Sources $524,671 $1,207,075 $1,269,352 $1,517,206 $2,243,200
 

) Total Fev'enues as 

o a- Expenditures 4% 8% 	 9%
8% 	 13%
 

'Tc:1br. 1b' ,:ca1 Board $30,055 $1,000,586 $750,147 $1,000,000 $1,500,000 

e ieven> !:net o 
_,__- iby Medical Board $494,616 $206,489 $519,205 $517,206 $743,200 

F) N kevenues ac 
So;Health Expenditures 3% 1% 3% 3% 4% 

Sources: Esimates of St. Lucia; author's calculations. 
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TABLE 14
 

PRIVATE ACCIDENT AND SICKNESS INSURANCE
 
COVERAGE AND PAYOUT RATIOS: ST. LUCIA, BARBADOS
 

TRINIDAD AND TOBAGO AND JAMAICA IN LOCAL
 
CURRENCIES OF COUNTRIES REPORTING
 

(1985 DATA)
 

# Policy Gross Claims Paid & Payout
 
Holders Premiums Outstanding (a) Ratios
 

St. Lucia 7520 $1,305,170 $410,031 31.4%
 

Barbados -- $6,896,000 $4,840,000 70.2%
 

Trinidad & Tobago -- $24,800,000 $12,100,000 48.8% 

Jamaica -- $46,382,933 $36,38C,355 78.4% 

. . . . . . . . . . ...-----------------------------------------------------------


Source: Ministry of Finance, Government of St. Lucia.
 

Note: (a) These are total figures. The component proportions of claims
 
paid and those outstanding are not known, and may differ among
 
countries.
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TABLE 15 

VICTORIA 

APRIL 

HOSPITAL STATISTICS, 

1986 - MAOAli1937 

Surgical Medical Obs. 'Cyr. 
ward ward wrd 

.................................................................................................................. 

Ophthalmclogy 

ward 

Paedia-ric 

ward 

Baron (Private) 

Wing Total 

SuLL-erof beds 


Nwrber of admissons 


Nu.-n7er of doscharges 

Nu.-cerof deaths 


N-.-ncrof patient says 


til:ao:on Rates
 

Av. engtn o: stay 

rercestoccupancy 


,c tu.oser rate 

L4 :ver:, s 

L:ve :rths 
r:L
rrtns 


cMera* ,ons 

Major 


Mntor7 ~t 
M.71or 


(ALOS) 

45 52 4 
 :0 47 10 211 

",327 :1,93 3,475 274 1,740 276 8,185 

1,262 1,039 3,520 275 1,680 311 8,087 

53 138 5 0 
 14 6 216
 

"2,946 14,228 16,161 2,009 8,745 3,148 57,237
 

9.-b :3.C2 4.65 7.33 5.03 11.41 6.99 
78.82 74.9E 94.21 E5.&4 50.98 86.25 74.32
 
29.49 21.02 73.94 27.40 37.02 27.60 38.79 

....................................................................................
 

physiotneray >paryt'nt 

No. patoenf s 

.-. rdtlentc 
lttpat cot~s

Na, at trpat et;ts26 

n a t :e rn s 

O'stpat :en'r 


X-ray Depa-tant 
No. of X-rays taxer 

Inpattents 


Casualty -rraa-rnt 

No. of pat lents seer 

Cu s ae 
cases 

Ai.:sscs .-. a casualty 

----------........-----------------------------------


Source: 4.H Statast.cs Department. 

2,289
 

2,284
 
29 

2,642
 

741
 

812 
1,089
 

.192
 

266
 

5 ,56 1 

751 

1,519
 

8,964
 

256
 

1,213
 

34,052
 

3,404
 
7,422
 

3,347 

--......................................................
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TABLE 16
 

VICTORIA HOSPITAL COST STUDY--SUMMARY OF COST STATISTICS
 

..............---------------------------------------------------


Total Cost Of Victoria Hospital:
 

Tota'l Direct and Indirect Cost
 
(without depreciat ion or annuitization) $8,448,688
 

.
 
Annuitization of Capital Costs of Land 


+ Value Depreci cn of Buildings and
 
$2,231,586
 

Total Annual Cost Of VH (1986/67) $10,680,274
 

Indirect Costs (with deoreciation and
 
annuitization) as % of Total Annual Cost 
 55.7%
 

Indirect Costs (without depreciation and
 
annuitizaticn) as 't of 'Total Direct
 
and Indirect Costs 
 29,3%
 

Personnel Costs as 
t of Total Direct and Indirect
 
Costs (without depreciation and annuitization) 68.7%
 

Averace Cost Per Inpatient Day: * 

Averaqe ccst per in7,tieFt cay 
incIuding operatlnu theatre costs) $131.80 

Average ost per inpat ient day
 
(without operating theatre costs) 
 $103.61
 

Average Coqt Per Ad-missiou: * 

Average total cost per admission
 
(without operating theatre costs) 
 $724.24
 

Avaraae total cost per admission
 
(includina operating theatre costs) 
 $921.28
 

.................--------------------------------------------------­

* With depreciation of buildings and annuitization of capital
 

costs of land.
 

Sources: Tables B.4, B.5.
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TABLE 17 

L'ST COST A-NALYS:S OF WAPOS(WITHCELCIATIOi ANDANNU!TIZAT:ON-

N rLe Nu-me r .-, Av. ]enr.n Cost por Cost per
cf Cf of pat',.r. of stay Fr:*cent pattent day adrmss:or,
Department reds ao-Isoos days 
 (ALAS) occupancy Total Cost (4(/(3) (4) x (7)


(2 -I { ) (4 (5) (6) 
 (7
8.
 

Z":gtca. va. cis 45 1,317 U.94t 9.?6 78.82 $.233,892 $9
5934.0C
 

Noo:ca: Wards 52 
 2:93 1422 13.2 74.Y $1,461,00 $C3 $1,337.05 

mar-.y(ada 28 2,528 
 9,866 3.89 
 96.52 51,053,030 $107 
 $414.91
 

Sy.&aecoc-y Ward 
 I9 937 6,295 6.72 90.30 
 $584,96C $93 
 $623.62
 

ror.a.cogy Waro 2C 
 2'4 2,009 7.33 
 55.14 5349,416 $174 $1,274.87
 
-
 . , ,atrOca tr san ,42 8,745 5.03 50.9 $782,996 $90 $450.37 

".:-t Pr.oate( W~ng 12 276 3,148 11.41 86.25 
 $459,968 $146 
 51,667.16
 

.....................................................................................................
 

Totals, averages 
 2:: 8,185 5-7,237 6.99 (n) 74.32 55,932,363 $104 


' - Deprec:at.on c! zu:ldzn-s ar.d ar-..:t:zat:on cf cap-ta. costs of land. 

S-.rces
 
Co.=r5 (1) and 
 4:: Vlctora Hlopota: Medcal Rfcords L part.ent.
 

(2) and ( -J:-92H cf Cable 5.Depaztrj:on Statist:cs and 

an(2)(4;: E.
ad ade 

Notes:
 

(a; >qsagqregated to.ires for mate.m.ty and gqyaecobogy are from Victoria Hospital Medical Records Department. 
(b) Cr.s s ur.e total ow.Lrzer o! pat:ent days dis:ded by the nuircer of anssaons. 
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---------------------------------------------------------------------

-------------------------------------------------------

TABLE 18 (PART 1) 

VICTORIA HOSPITAL COST STUDY--SUMMARY OF COST CALCULATIONS
 

Source
 

1) Total Annual Cost of Victoria Hospital:
 

Total Direct and indirect
 
Expense (without depreciation
 
and annuitizatjon *) $8,448,688 
 Table B.3 (Part 2)
 

4- Value > re :-ation and 
Annu $2,231,586 Table B.5 (Part 1) 

Total Annual Cost of VH $10,680,24 

2) Indirect Costs 
(with depreciation and annuitization) as % of Total 
Direct and Indirect Costs: 

The sum of indirect Costs
 
(with depreciation
 
and annuitization) $4,702,930 
 Table 6.5 (Part 1) 

Indirect Cos-s as of Total
 
Direct and indirect Costs 55.7%
 

3) Indirect Costs 
(without depreciation and annuitization) as % of
 
Total Direct and Indirect Costs: 

The su:- of indirect Expense
 
(without depreciation
 
and annuitizanion) $2,471,344 Table B.4 (Part 1)
 

Indirect Costs as t of Total
 
Direct - Indirect Costs
 
(without depreciation
 
and annuitization) 
 29.3%
 

* - Depreciation of buildings and amnuitization of capital costs of land.
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TABLE 18 (PART 2)
 

VICTORIA HOSPITAL COST STUDY--SUMMARY OF COST CALCULATIONS
 

*; Administration as % of Selected Costs:
 

Total Direct Expense of
 
Administration $696,931 Table B.3 (Part 2)
 

As % of Indirect Costs with
 
depreciat ion and
 
annuitiza'_on ($4,702,713) 14.8%
 

As % 'f indirect Costs without
 

depreciation aq>: 
annni'a' ($>,471,i27) 28.2%
 

As '<of 'Ta! ! Anr'uai Costs
 
.r
(with depro.cin' on and 

annu l'izanjc') (S10,688,274) 6.5%
 

As A of Total of Direct and
 
indirect Eypense (without
 

depreciation anc
 
annuitiza U.W) (Qd,448,688) 8.2%
 

Total Di.ect and indirect Costs 
of Admirisranion (wirh 
deprecia. io & a'nuiLtzation) $986,813 Table B.5 (Part 1) 

As % of indlect Costs with
 
depreciation and
 
annuitization ($4,702,713) 21.0%
 

As % of indirect Costs without
 
depreciat ton and
 
annuitization ($2,471,127) 39.9%
 

As % of Total Annual Costs
 
(with depreciation and
 
annuitization) ($10,688,274) 9.2%
 

As % of Total of Direct and
 
Indirect Expense (without
 
depreciation and
 
annuitization) ($8,448,688) 11.7%
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TABLE la (PART 3)
 

VICTORIA hOSPITAL COST STUDY--SUMMARY OF COST CALCULATIONS
 

5) 	Payroll Costs as 
% of Total Cost (with and without depreciation and
 
annuitization):
 

Total Payroll Costs (i.e. 

without fringe benefits) 


As % of Total Direct and
 
Indirect Costs ($8,448,688)
 
(without depreciation and
 
annuitization) 


As % of otal Annual Costs 
(with depreciation and 
annuitization) ($10,688,274) 

6) 	Personnel Costs as % of Total Costs 

annuitization):
 

Total Personnel Costs (i.e. 

with fringe benefits) 


As % of Total Direct + 
indirect Costs (without 
depreciation and
 
annuitization) ($6,448,688) 


As % of Total Annual Costs
 
(with depreciation and
 
annuitization) ($10,688,274) 


Table B.3 (Part 1)
 
$5,152,648 01 + 02 + adj.
 

61.0%
 

48.2%
 

(with and without depreciation and
 

Table B.3 (Part 1)
 
$5,803,229 Tot.Personnel Expense
 

68.7%
 

54.3%
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----------------------------------------------------------------------

TABLE 1 (PART 4)
 

VICTORIA HOSPITAL COST STUDY--SUMMARY OF COST CALCULATIONS
 

7) Average Cost Per Inpatient Day and Total Cost Per Inpatient (with a.
 
without operating theatre costs):
 

a) With operating thear<e: 

Sum of '7o*,.t. L. osts (D irect and 
Indirect with depreciation and 
annuilization for each ward and 
operatinctheatre $7,543,838 Table B.7 

Divided b'Totai 
Inpatient Days 

Number of 
57,237 MOH Annual Statistics 

= Averace Uort Per Inpatient Day 
(includinc operating theatre 
costs) $131.80 

Multiplied by ALOS 6.99 

= Average Total Cost Per 
Inpatient (with depreciation 
and annuitization and 
including operating theatre 
costs) $921.28 

a) Without operating theatre
 

Sum of Total Costs (Direct and
 
Indirect with depreciation and
 
annuitization for each ward
 
(without operating theatre) $5,930,363 Table B.7
 

Divided by Total Nuimber of
 
Inpatient Days 57,237 
 MOH Annual Statistics
 

= Average Cost Per Inpatient
 
Day. (without operating
 
theatre costs) $103.61
 

Multiplied by ALOS 
 6.99
 

= Averace Totai Cost Per
 
Inpatient (with depreciation
 
and annuitization and
 
without operating theatre
 
costs) $724.24
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TABLE 19
 

COMPARISON OF TOTAL COST P<R UNIT kW7ii DEPRECIATION OF BUILDINGS AND
 
ANNUITIZAT1ON OF CAPITAL COSTS OF LAND) AND EXISTING FEE SCHEDULE
 

...................................................................................... 

Department 
....................................................................................... 

Unit 

Total cost 

per unit 

Average fee 

per unit 

Average fee 

as % of cost 

Maternity Ward 4 Patient-Days $107 $15.00 14%
 

Gynaecology Ward 4 Patient-Days $93 $15.00 16%
 

Baron (Private) Wing # Patient-Days $146 $75.00 51%
 

Medical Wards 4 Patient-Days $103 $15.00 15%
 

Surgical Wards # Patient-Days $96 $15.00 16%
 

Paediatric Ward # Patient-Days $90 $15.00 17%
 

Ophthalmology Ward # Patient-Days $174 $15.00 9%
 

Operating Theatre # Operations $611 $272.00 45%
 

Laboratory 4 Tests $10 $9.85 
 99%
 

Radiology # X-Rays $49 $23.75 48%
 

Physiotherapy # Treatments $31.45
$13 242%
 

Casualty (Outpatients) # Visits $30 $15.54 52%
 

Sources: 
Total cost/,init figures: Table F.7; rasualty and Clinic data combined. 
Average fee/unit figures are based on the official fee schedule, but are adjusted 

for different fees attributable to different levels of service, as ner Table 21, 
divided by Ser'ice Volume figures from Table H.7 (see also Appendix 5). 
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TABLE 20 

NUMBERS OF CONSULTATIONS PER CLINIC APPOINTMENT SHEET
 
VERSUS "RECORD OF CONSULTATIONS" FILE BOOK, OCTOBER 1987
 

........-------------------------------------------------------------------


Total
 
Total presenting Assessment 

Consultant clinic for .......................... 
visits assessment Non-pdyable Payable Payable NIS 

------------------.---------------------------------------------------------


A 73 5 2 2 1 
B 4 3 2 1 0 
C 225 7 0 4 3 
D 57 13 7 4 2 
E 351 18 0 18 0 
F 76 83 63 12 8 
G 16 4 4 0 0 
H 68 6 3 3 0 
I n.a. 3 3 0 0 
J 95 5 2 1 2 
K 18 0 0 0 0 
L (a) 94 0 0 0 0 
M 1 0 0 0 0 
N 7 0 0 0 0 

..... .. .............................. .................................. 

Total 	 1,085 147 86 45 16 (b)
 
...... , .. .................................................................
 

% Distrlbtio"
 

of tot. visits 100% 14% 8% 4% 1%
 

% Distribution
 
of assessed 100% 59% 31% 11%
 

Expected or 
lost revenue 
at $25 per 
consu1-tatIon ($27,125) $3,675 $2,150 $1,125 (c) $400 

Notes:
 
(a) L 	is a pediatrician; all children are exempt.
 
(b) 	 According to "NIS Book" at cashier, there were 3t NIS patients
 

in October 1987.
 
(c) 	 Actual revenues from medical fees at: Victoria Hospital, 

(i icluding fees for bcth consultant visits and Casualty 
Offier visits) were on',y EC $-d2.50 for October 1987. 

Sources: Number of v.<ts iro'm Victoria {ospjtal, Medical Records 
Clin i Appointlrent snectsibook. Ass-sj-ent data from 
Victoria Hospital., :evenue Coiieccion Department, 
"Record of Operation" sheets. 
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TABLE 21
 

SUMMARY OF POTENTIAL REVENUE IF ALL PATIENTS AT VICTORIA HOSPITAL 

HAD 	 PAID AT EXISTING FEE SCHEDnlES FOR SERVICES ACTUALLY RECEIVED, 

APRIL 1986 THROUGH MARCH 1987 (MAJOP REVENUE CATEGORIES ONLY) 

Major revenue categories
 

Type of fee Hospital fees Confinement fees Medical fees Totals
 

Casualty Officers $214,530
 

Consultant Physician Clinics $314,975
 

Laboratorv Tests 	 $599,1C6
 

Accomodation 	 $1,047,435
 

X-Ray 	 $212,895
 

Consultant Surgeons $472,650
 

Anaesthetists
 

Physiotheraphy Treatme;.. $174,885
 

Delivery Room $57,225
 

Consultat OB/GYN $412,000
 

Caesarian Sections $64,500
 

(a) Category Total,
 

i.e. Total Potential 

Revenues 1986/87 $2,753,771 $533,725 $529,505 $3,817,001 

(b) Value cf revenue 

foregone because of 

exempticn iecislatJon 

[92.7% x line (a)] * $2,552,746 $494,762 $490,851 $3,538,360 

(c) Revenues potentially
 

collectible by Victoria
 

Hospital ((a)-(b)] $201,025 $38,962 $38,654 $278,641
 

,d) 	Actual amounts collected:
 

at Victoria Hospital per.
 

Rev. Esi e19-"36/'87 $195,169 $2,250 $6,328 $203,747
 

(e) Estimated uncoliec ,,i 
revenues at Victoria 

Hospital '986/87
 

[hc)-(3)] $5,856 $36,712 $32,326 $74,894
 

* Based on MOH calculation that 92.7% of the population is exempted from paying fees. 

Source: Appendix B
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Figure 3 

MOll Expenditure as %of GDP 
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Figure 5 

Recurrent Expenditure ,Victoria Hospital 
8 In Current Dollars 
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Figure 7 

Hospital Fee and Total Health Revenues 
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F i gure I I 

Hospital Fees as Share Health Revenues 
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Figurci 14 
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APPENDIX A
 

NOTES ON STUDY DESIGN AND IMPLEMENTATION
 

Major elements of the design for the study of hospital
 
costs in St. Lucia were discussed during an exploratory

visit to the island in May of 1987, Thereafter, a draft
 
study design was prepared and sent to St. Lucia in August of
 
1987 for review by Government officials. There being no
 
major changes needed in the design, this draft document
 
served as the starting point for discussions between the
 
study team and St. Lucian officials upon '-he team's arrival
 
on-island.
 

A. Specific Objectives of the Study
 

The specific following objectives were agreed upon:
 

1. To document the organization of services at Victoria
 
Hospital and the facility's role in St. Lucia's health
 
system.
 

2. To identify and calculate actual and/or imputed costs
 
(divided into fixed and variable as well as direct and
 
indirect costs) for each department or service at the
 
hospital.
 

3. To identify service output statistics for each
 
department at the hospital.
 

4. To identify controllable and non-controllable costs
 
at major levels of decision-making: national (parliament,

cabinet); central Ministry of Health; Victoria Hospital
 
administration; hospital staff (physicians, nurses,
 
department heads).
 

5. To analyse the cost structure and costs per unit of
 
service (e.2., per ward, per patient day), and develop
 
recommendations concerning areas in which improved
 
management and/or cost savings might te effected.
 

6. To select one high-volume diagnostic category (e._.,

childbirth) 
 and subject it to detailed utilization and
 
average cost analysis, in order to test th," applicability
 
and utility of analysing and managing costs by diagnostic
 
category rather than by department.
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7. To provide examples of cost-reporting for financial
 
managcment and control at the hospital level, 
feasible under
 
the existing record-keeping system.
 

B. Methodology and Organization of the Study
 

The study was carried out during the autumn of 1987.
 
Fieldwork in St. Lucia began on October 5th 
 and proceeded

until November 6th, period
a of five weeks. Analysis of
 
findings and preparation of a preliminary draft report of
 
the study were carried out between November 8th and
 
mid-December.
 

The study team from the State University of New York at 
Stonv Brook (SUNY) was composed of a Senior Scientist/Health
 
Financing expert who served as Team 
Leader, a Study

Coordinator! Anthropologist, and a Hospital Cost Accounting

expert. The hospital's chief: accountant was able to take
 
leave from his regular duties to participate in
 
implementation of the -tudy on a full-time basis during the
 
fieldwork phase, which greatly facilitated, data collection.
 

Overall policy guidance to the joint study team was
 
provided by a five--member Steer:ing Committee comprising the
 
Permanent Secretary of the Ministry of Health; the Principal

Assistant Secretary (MOH); the Chair of the Public Hospital
Board; the Chief Accountant of the MOH; and a representati',e 
of the Ministry of Finance. Steering Group members provided
expertise in their specific areas, as 
 well as their
 
collective senior policy-level perspective, in both group

and individual meetings over the five-week fieldwork period.
 

A Working Group, basrd at Victoria Hospital, was
 
constituted to provide the study with specific
team 

technical advice on a periodic basis, through both group and
 
individual meetings. Working Group members 
 included the
 
Hospital Administrator; one of the hospital's Consultant
 
physicians; the Hospital Storeskeeper; the Medical Records
 
Officer; and the Matron (chief of Nursing).
 

During the initial meetings with the Steering Committee
 
and Working Group, the study team delivered a brief
 
presentation, accompanied by handouts, in order 
 to provide
 
an overview of study objectives, methodology, and expected

results. Each Steering Committee and Working Group member
 
also r-ceived a copy of the Draft Study Design, which was
 
reviewed in detail.
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The study was divided into several (overlapping)
 

phases, including the following activities:
 

1. Planning (October 5-8).
 

a. Introductory 
meetings with the Permanent
 
Secretary and other senior government officials and
 
hospital staff, to review and confirm general aims,
 
context, and the time period 
 to be covered by

the analysis. The 1985-86 books were closed in March
 
1987, and (unaudited) actual expenditures for this
 
period were available for the team's use.
 

b. Scheduling and convening initial Steering

Committee and Working Group sessions, to review and
 
confirm study objectives, methodology, plan of
 
action, and individual roles and responsibilities.
 

c. Organizing work-space for study team:
 
installing and testing computer equipment and
 
programs; gathering materials, supplies and basic
 
documentation for study team use. 
 The ceam travelled
 
with 3 laptop computers and a printer. These were
 
used i conjunction with the hospital's IBM PC, which
 
was initially found to be in need of minor repairs.
 

d. Developing draft outline of final report.
 

2. Data Collection (October 8-19).
 

a. Document role of Victoria Hospital in St.
 
Lucia's health 
 system through review of existing
 
reports and site visits to other levels 
 of care.
 
Obtain data on health status of the population (e.g.,

morbidity and mortality); health system utilization
 
(including referral, admission, and 
 by-pass

patterns); organization of public and private

physician services, and physician utilization of
 
Victoria. Document linkages between Victoria 
Hospital and national health financing/resource 
allocation system. 

b. Conduct site visit to St. Jude Hospital to
 
examine organization of hospital departments,
 
services, financial data, and reporting, in order to
 
facilitate, to the maximum 
extent possible, future
 
comparisons between Victoria and St. Jude's, should
 
the government of St. Lucia wish 
 to develop

country-specific performance standards at 
 a later
 
time. In implementation, the visit to St. Jude's was
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combined with visits to Dennery and 
 Soufriere
 
Hospitals.
 

c. Develop line-item budget for Victoria Hospital.

A sample table of line items was developed during the
 
study desiIn phase, drawing upon the earlier HCF/LAC

study of Belize City Hospital and upon St. Lucia's
 
Estimates. 
 'The final line items for Victoria were
 
selected in consultation with the Sieering Committee
 
and Wor(ina (-2rcmp Juri,,vI _n-ijl7_ m-c41-i.ngs. 

The following data collection activities required
interviews with specific departments, as well as examination 
of central Ministry and hospital financial records. The 
general steps in the cost analysis were envisaged in the 
study desigr. Further tachnical details on the cost analysis
methodology are presented in Appendix L. 

d. Jdent-fy all Victoria HospJtai departments or
services (uirert departments or "cost centers") to be 
used in cost analysis. As in the -ase of line rinems, 
a sample list of possible departrients was drawn up
during the study design phase and appended to the 
study design document. This fist was reviewed and 
revised during the initial WorKing Group meeting. 

e. Assign all line item expenses to one or more of
 
the departments identified in step a, above. 
 A
 
sample table 
 showing type of expense by department,

together with sampie working tables for individual
 
departments, were prepared as part 
 of the study

design and appended to the design document, so that
 
Steering Committee and Working Group members could
 
see 
what results of the data collection effort would
 
look like.
 

f. Adjust costs for each department to remove
 
costs not attributable to Victoria Hospital (e.q.,

costs related to dist:ict hospitals or health
 
centers) and to add costs for items not reflected in
 
Victoria Hospital's accounts (e.a., donated drugs and
 
equipment) . This task required some 
 specialized

sub-studies: for example, to identify use of
 
pharmaceuticals and supplies from Central Medical
 
Stores by departments of the hospital, o:" to identify
 
use of maintenance servicc- by department,
 

g. Identify departments that constitute "inuirect
 
services" 
(e.g., laundry, dietary, medical ieports)

utilized by departments 'roviding direct services to
 
patients (e.g., 
 male surgical ward, radiology,
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medical clinics). These departments were determined
 
in the same manner as direct departments (i.e., in
 
consultation with the Working Group).
 

h. Identify statistics to be used to allocate
 
indirect departments' costs. A sample list of options

for these statistics was included in the study

design, and formed the basis for discussion and
 
revision with the Working Group. These statistics
 
constitute the "factors" which appeared later in the

"stepdown" allocation of indirect costs to other cost
 
centers. During implementation, the values for these
 
statistics were determined through examination of
 
hospital documents, financial records, interviews
 
with personnel, and special studies. For example, 
 no
 
details were available on square footage of the
 
hospital buildings, so a carpenter was engaged to
 
take measurements and develop a rough plan of the
 
facility. The value of the buildings and land were
 
determined in consultation with a local quantity 
surveyor. 

i. Perform "stepdwn" allocation of indirect 
costs. Technical details of this procedure are 
described in Appendix B. 

j. Summarize Total Costs (direct and indirect)
for each patient service department. Again, 
a sample
 
table was included in the study design.
 

3. Data Processing arid Preliminary Anai~~is (October
 
19-November 5).
 

a. Identify service output statistics for each
 
department. 
 A checklist of desirable statistics was
 
included in the study des/%cn. in implementation,
 
data- gatharing for this task began during the data­
collection phase, and necessitated working with the
 
statist.cal section of the 02ntral Ministry (where

hospital data are aggregated), as well as with the
 
hospital's Medical Records department (to obtain
 
greater disaggregation of some statistics).
 

b. Identif-, controllable/non-controllable costs
 
and variable/fixed costs for each department, for the
 
hospital as a whole and for the MOH as 
a whole. In
 
implementation, it was possible to ascertain
 
controllable and non-controllable costs at different
 
levels by determining which entities had
 
responsibilities for different components of costs.
 
In the time available, however, it was not possible
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to distinguish between fixed and variable costs.
 

c. Calculate the cost per unit of service for 
each
 
department in at least three ways: 
(1) Total Cost per

Unit; (2) Controllable Cost per Unit; and (3) Variable
 
Cost 
cost 

per Unit. 
per unit 

In implementation, only total average 
was calculated because of the 

difficulties in distinguishing fixed from variable 
costs. 

d. Identify one high volume diagnostic category -­

one (such as childbirth) that accounts for 
 a
 
significant number of admissions -- for 
 detailed
 
utilization review and cost analysis. Select 
a sample

of 30.-40 medical records for patients in each
 
category. It was initially envisaged that 
a modified
 
DRG approach, similar to that used in the Belize City

Hospital study, would be implemented. This would have
 
involved identifying average utilization of all
 
hospital 
 services for each category (e.g., bed-days,

lab tests, etc.); ascertaining completeness of
 
records with participation of knowledgable physician

and nursing personnel; and using unit cost data to
 
calculate average 
 cost for each category. In
 
implementation, however, the poor quality of 
 medical
 
notation in the records made this 
 approach

unsatisfactory. The decision was taken to apply the
 
Appropriateness Evaluation Protocol, developed by the
 
Health Care Research Unit at the Boston University

School of Medicine, which allows determination of
 
appropriateness of admission and of 
a selected day of
 
care. Criteria for making these determinations
 
(initially developed in the US) reviewed with
were 
 a
 
Consultant Obstetrician at Victoria and modified for
 
local practices in St. Lucia.
 

e. Develop summary of preliminary findings upon

which recommendations would be based.
 

f. Review preliminary findings with study team
 
members, Workinc Group, and Steering Committee.
 
Clarify presentLtion of methodology, findings,

emerging policy issues, questions, options for final
 
analysis. The reviews were accomplished during

concluding meetings with the Steering Committee and
 
Working Groups, during which the team made a brief
 
presentation. A concluding meeting was also held with
 
the Minister of Health who, at that time, requested a
 
follow-up visit to assist in formulating presentation

of health financing aid hospital management reforms
 
to Cabinet.
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g. Identify and obtain any missing data 
elements
 
required 
 for further analysis and development of
 
recommendations. 
 A detailed list of missing data
 
elements was developed, and 
the hospital accountant
 
was designated to obtain these 
 during the week
 
following the team's departure. Data were
 
subsequently transmitted during 
 follow-up tel-phone
 
calls.
 

4. Final Analysis and Report Preparation (November 3 to
 
mid-December). 

a. SUNY stuy team reviews study findings with
 
HCF/LAC project director, and determines organization
 
of final report.
 

b. Senior Scientist and Project Coordinator
 
organize, write, 
 and edit final report with
 
participation of cost accountant.
 

c. 
Review final report with Project Director.
 

d. Project Director transmits final report to St.
 
Lucian officials.
 

Prior to leaving the Caribbean region, the study team

visited the 
 USAID Mission in Barbados and presented

preliminary findings. Final work 
on the step-down allocation
 
was completed in the US, following receipt of the 
last few
 
missing data elements. Organization and analysis of findings
 
was 
completed after receipt of the Cost Accountant's report.

The preliminary draft report was reviewed by the 
 Project

Director, 
 Senior Scientist, and Study Coordinator/Editor in

Stony Brook in January, following which the revised draft
 
was prepared and sent to St. 
Lucia.
 

At the Minister of Health's request, the Senior
 
Scientist returned to 
St. Lucia in late February 1988. Key

members of the Steering Committee and Working Groups had
 
reviewed the draft report, and their suggested changes and

clarifications were discussed in a joint meeting of these
 
two bodies. Additional financial data, not available at 
the
 
time of fieldwork, 
were obtained, and discussions were held
with the and
Minister Permanent Secretary concerning

implementation of 
the report's findings and formulation of a
 
package of reforms for presentation to Cabinet.
 

In March, 1988, the draft 
report was reviewed at the
annual HCF/LAC workshop, held in Antigua, Guatemala.
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APPENDIX B
 

METHODOLOGY USED FOR VICTORIA HOSPITAL COST ANALYSIS
 

Five steps were undertaken to identify total costs and
 
unit costs for Victoria Hospital departments.
 

First, the 1986/87 line 
item expense report for Victoria
 
Hospital was identified from the Government's annual budget
 
report, Estimates of Saint Lucia 1987/88 (see Table 
B.1).
 

Second, twenty-seven departments were identified for
 
purposes of cost 
allocation and calculation of unit costs.
 
These departments were separated 
into indirect (overhead)
 
departments, direct service departments, 
 and other
 
departments (see Table B.2).
 

Third, the line items in the expense report were
 
assigned to the hospital's departments, in order to
 
calculate the direct cost for each department. These figures
 
were adjusted to include costs incurred by the hospital but
 
not reflected in its budget or expense report (e.g.,

pharmaceuticals, prorated shares of 
 Ministry of Health
 
central administration), and subtract incurred
to costs 

elsewhere but recorded in the hospital's expense report

(e.g., time spent by VH maintenance personnel at other
 
hospitals) (see Table B.3).
 

Fourth, the costs of the indirect departments were
 
allocated to the 
 direct service departments through a
 
"stepdown" procedure, described in 
 detail in Section 4
 
("Stepdown Allocation of Indirect Departments' Costs"),

below. This procedure is 
an excellent way of assessing true
 
costs. The allocation of co:ts by the stepdown method was
 
performed in first,
two ways: under the assumption that the
 
hospital's buildings 
are fully depreciated and thus
 
represent no cost to the hospital, and second, assuming that
 

hospital is built, and
a new thus that its buildings and the
 
current market value of the 
land must be annuitized at full
 
replacement cost.
 

Fifth, the total (direct + indirect) costs of the
 
hospital's direct service departments were divided by each
 
department's service volume, 
in order to calculate costs per
 
unit of service.
 

The following sections describe the 
 tasks involved in
 
each of these steps. 
 Computer rounding accounts for small
 
discrepancies between figures that should be 
identical.
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1. Preparation of the Hospital's 
Line Item Expense

Report. The hospital's annual budget and expense report 
are
 
currently prepared 
 in line item format and reported in the
 
Government's annual financial report, the Estimates. The
 
figures used for this 
cost study were the 1986/87
 
end-of-year actual expenses, reported 
as "Revised Estimates
 
1986/87". These figures are presented in Table B.1, which
 
describes the types of expenses included in 
the report, the
 
expense codes, and the expense figures for 1986/87.
 

The hospital prepares an annual budyet using the eight

line items listed in Table B.1, and maintains a ledger to
 
record actual expenses associated with each line item. This
 
ledger is called the hospital "Vote Book".
 

2. Identification Of Hospital Departments. Twenty-seven
 
individual hospital departments were identified for purposes
 
of cost allocation and calculation of unit costs. The
 
identification of departments was achieved in discussions
 
with hospital managers, nurses, and other employees, and
 
reviewed by the hospital-based Working Group organized for
 
this study. The departments identified are listed in Table
 
B.2, where they are grouped into three categories: indirect
 
departments, direct 
departments. 

service departments, and other 

Indirect departments, sometimes called 
departments, are those that support the work of 

o
the 

verhead 
direct 

service and other departments. The costs of these
 
departments are separated so that they can be 
 allocated to
 
the direct service departments to find the total costs and
 
unit costs of the latter. The process of "stepping down" or
 
allocating the costs of the indirect departments to the
 
direct service departments is described in step four, below.
 
The indirect departments include standard overhead functions
 
such as Administration and Maintenance, as 
well as support

departments such as Laundry and Medical Records. Pharmacy

is listed here because the cost of pharmaceuticals is
 
assigned directly to the direct service departments in step
 
three, below. The Pharmacy, as defined for purposes of 
cost
 
analysis, therefore does 
not include the pharmaceuticals
 
themselves, but only the personnel, supplies, etc., 
used to
 
distribute the pharmaceuticals.
 

The direct service departments include nursing wards,

the operating theatre, ancillary departments, the Casualty
 
department, and clinics. Casualty is grouped with several
 
clinics, including the surgical, ophthalmology, paediatric,
 
gynaecology, dermatology, and ear, nose, and throat clinics,

since these share staff, supplies, space, and service volume
 
reporting with Casualty. The medical and psychiatric clinics
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are listed separately, since they are housed in a separate
 
location and operate independently from the other clinics.
 

The Nurses' Home is listed separately since it is
 
primarily involved in training student nurses. Its
 
operations are thus neither directly related to patient care
 
nor primarily used to support patient care activities.
 

3. Allocation of Line Item Expenses to Departments.
 
Table B.3 includes the allocation of line item expenses
 
among dep&rtments. The individual line items appear as
 
columns in this table. The columns represent each of the
 
line items listed in Table B.1, plus other types of costs
 
associated with Vi toria Hospital's operations but not
 
included in the hospital's budget. These other types of
 
costs are sometimes listed as separate columns, (e.q.,
 
pharmaceuticals), and are sometimes merged with columns that
 
also contain budgeted costs, such as 01 (Personal
 
Emoluments). Where the costs are muLged, the total for the
 
colunn will exceed the total listed for that line item in 
the Estimates; this is the case, for instance, for 01 
(Personal Emoluments), as is shown in the last two rows of 
Table B.3. 

The costs for each line item are assigned to individual
 
departments as appropriate, and the total direct cost for
 
each department is then calculated by summing the portions
 
assigned to that department from each column in Table B.3.
 
The total direct cost is listed for each department in the
 
last column.
 

Table B.3 includes fourteen columns of line item costs
 
allocated to individual departments. The method used for
 
allocating each column is described below.
 

The first column includes costs for line item 01
 
(Personal Emoluments), which is salaried employees. This is
 
by far the largest individual line item, representing 52% of
 
the total cost of the hospital. Costs for all employees in
 
this category except nurses were assigned through review of
 
individual payroll figures with the hospital's chief
 
accountant. The salary for each employee was assigned to
 
the department in which the employee worked during fiscal
 
year 1986/87. For employees who split their time between two
 
or more departments, salaries were allocated based on the
 
portion of time spent in each department. The breakdown of
 
physicians' time between departments was determined through
 
review of physician assignments with the chief of the
 
hospital's medical staff. For physicians who also worked at
 
other hospitals, proportional amounts of their salaries were
 
subtracted from the total Victoria Hospital cost, based on
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the amount of time spent at other hospitals.
 

Costs were added for physicians and other employees who

worked at Victoria Hospital but were paid by other
 
hospitals, other ministries, or donors (e.g., the
 
psychiatric consultant). The final allocations of salaries

and time were reviewed by both the Hospital's administrator
 
and the Working Group.
 

For nurses' salaries, which are also included in 
line

item 01 (Personal Emoluments), allocation of salaries was
based on a review of the staff assignments logbook for
 
fiscal year 1986/87. A sample of staff assignments for fout

different weeks, spaced throughout 1986/87, was selected.
 
Staff assignments were identified by department for eight

different categories of nursing staff: department sisters,

ward sisters, staff nurses, registered nursing assistants,

pupil nursing assistants, pupil midwives, third-year nursing

students, and fourth-year nursing students. Average staff
 
assignments were 
 calculated for each department, and
 
multiplied by the average jalary for 
 each category of
 
nursing staff, to yield the total average nursing staff
 
expense.
 

Pupil midwives, pupil nursing assistants, and student
 
nurses are paid by a different department in the Ministry of

Health (MOH), so their expense is not included in the

Victoria Hospital budget. 
 Their expense is included here
 
since they do provide direct paitent care 
services at the
 
hospital. 
 The added expense for these pupils and students
 
is the major reason the total expense for this column,

calculated in Table B.3, 
exceeds the total included in the
 
Estimates for 01 (Personal Emoluments). The final
 
allocation of nursing staff time and expense 
was reviewed by

the Matron in charge of the nursing staff and by the
 
hospital administrator.
 

The second column in Table B.3 includes expenses for

line item 05 (Travel and Subsistence, plus other types of

fringe benefits received by hospital employees but not paid

by the hospital). Travel and Subsistence expenses were

allocated 
 based on budgeted figures for care allowances.
 
Mileage allowances were allocated evenly between all
 
employees receiving car allowances.
 

"Other fringe benefits" included gratuities, passage,

housing allowances, and telephone allowances Frovided to
 
physicians. Figures for these fringe benefits were provided

by the Personnel Ministry 
 and by the Personnel
 
representative in 
 the Ministry of Health. Gratuities were
 
calculated as 25% of a physician's salary, for those
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physicians eligible to receive gratuities. Passage was
 
calculated using average figures based on country of origin.
 
Passage expenses were spread over 
 six years, the typical

length of stay for overseas physicians, unless a physician

left after a shorter period of time. Housing and telephone
 
allowances were based on average figures.
 

Two types of fringe benefits could not be quantified:

pension benefits for V1 staff on the Establishment and free
 
medical care provided to nurses. Pension benefits are
 
funded on the basis of current obligations; no provision is
 
made for future obligations to provide pensions for
 
currently employed individuals. Records were not available
 
on the amount of f]ree medical care provided to nurses. 

The third column includes expenses for line item 02 
(Wages) -- wages for non-salaried employees. These expenses 
were allocated through review of payroll records by the 
hospital's chief accountanL. Expenses for each employee were 
assigned to the department in which that employee worked in 
fiscal year 1986/87.
 

The fourth column in Table B.3 includes the fringe

benefit provided by the Government for the employees

included in line item 02 (Wages). These employees receive
 
National Insurance Scheme (NIS) coverage. Employee

contributions of 5 percent of each paycheck are deducted
 
from paychecks, and are matched by the Government. The
 
figures included in this column represent the Government's
 
matching contribution to NIS on behalf of each 
 employee

included in line item 02 
(Wages). This contribution is not
 
made by the hospital, so the amount included in this column
 
is not included in the hospital's budget or expensc. 'eport.
 

The fifth column includes other salaries and wages.

This column includes costs reassigned within the MOH, either
 
from other departments to Victoria Hospital, or from
 
Victoria Hospital to other departments. The departments

involved include MOH Administation, Maintenance, and Central
 
Medical Stores.
 

MOH Administration salaries and wages include those that
 
support the operations of Victoria Hospital but are paid out
 
of other accounts within the MOH. These include the
 
Minister of Health, the Permanent Secretary and other policy

administration staff, and the Medical Officer of 
Health and
 
other administrative within
staff the Health and MediFl
 
Care Division. These salaries were added and then multiplied

by 32%, the portion of total MOH expenses accounted for by

Victoria Hospital. Th4.s figures was then assigned to the
 
Administration Department in Table B.3.
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Maintenance salaries are 
 deducted from the Victoria
 
Hospital 
 total to account for time spent by Victoria
 
Hospital maintenance workers on 
 loan to other hospitals.

The total subtracted here, $1,304, represents two days per

month spent by one maintenance worker during fiscal 1986/87.
 

The Victoria Hospital 
 portion of the Central Medical
 
Stores 
 salaries and wages was calculated by multiplying the
 
total salaries and wages for Central Medical Stores by 
 32%,

again the portion of total MOH expenses represented by
 
Victoria Hospital.
 

The sixth column shows the total personnel expenses for
 
each department -- the sum 
 of the first five columns.
 
Personnel expenses represent 69% of the total expenses of
 
the hospital.
 

The seventh column includes expenses for line item 09
 
(Office and General Expense). This relatively small amount,

$3561, was allocated 
directly to the Administration
 
department.
 

The eighth column represents expenses for line items 10
 
(Supplies) and 14(Tools and Instruments). Examination of

individual expense records in 
the Vote Book indicated that
 
similar types of expenses were being charged these two
to 

line items, su 
they were merged into one column for purposes
 
of cost analysis.
 

Two types of supplies expenses were not 
included in the
 
hospital's records: stationary provided by the Ministry of
 
Finance, and medical 
 records forms provided by the
 
Government Printery. These items 
account for the difference
 
between the total expenses found in this analysis and the
 
total expenses listed in the Estimates.
 

The total expenses for this column 
were allocated
 
between departments in two ways. individual
First, entries
 
in the Vote Book were reviewed, to identify all expenses

that could be directly assigned to specific departments,

Second, expenses for the remaining supplies were allocated
 
based on estimates of monthly usage for each department,

developed by ward sisters and department managers. Three
 
departments -- Handymen, the Medical 
 Clinic, and the
 
Psychiatric Clinic -- were estimated to use less than $100
 
of supplies annually, which was deemed negligible.
 

The ninth column includes Pharmaceutical expenses, which
 
are not included in the hospital's expense report. The
 
total pharmaceutical expense was estimated through review of
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a two month sample of pharmaceutical requisitions for
 
Victoria Hospital by Medical
provided Central 
 Stores.
 
Allocation of the 
 total expense between departments was
 
based on estimates of pharmaceutical usage provided by the
 
hospital's Chief 
 Pharmacist. Some pharmaceuticals are

donated to the hospital by the International Eye Foundation
 
for use in the Ophthalmology Clinic and Ophthalmology Ward.

Records were not 
available for these donations, however, so
 
this expense could not be quantified.
 

The tenth column includes expenses for line item 13
 
(Utilities). 
 These expenses, which include electricity and
 
water, were 
charged directly to the Maintenance department.
 

The eleventh 
 column includes expenses for line item 16
 
'Operati2> and Maintenance). These expenses, which 
 include 
fuel and upkeep for the hospital's vehicles, were charged
directly to the Administ ration. 

The twelfth column includes expenses for depreciation of 
capital equipment used by the hospital. These expenses are
 
not included in the hospital's budget or expense report.

Capital eqaiipment was defined as items with a purchase cost
of greater than EC $500. Capital 
 costs associated with
 
specific departments were annuitized based 
 on the current
 
value of the equipment, and assigned to each department.

Capital costs for equipment were annuitized using a cost 
 of
capital of 10% and assuming a useful life of ten years.

Equipment more than ten years old 
was assumed to be fully

depreciated. Cost information was available for
not one type

of equipment: 
the diathermy equipment used in the Operating
 
Theatre.
 

The thirteenth column additional not
shows expenses

included in the hospital's budget or report. Included here
 
are telephone costs and costs of major 
 renovations to the
 
hospital's buildings. Telephone costs for VH are paid by

the Ministry of Communications and Works, and include both
 
rental of 
 the PBX used at the hospital and charges for

individual calls. Tnese expenses were identified 
 through

interviews with a representative of the Ministry of
 
Communications and Works, 
 and were charged to the

Administration department. Major renovations were defined
 
as those performed by the Ministry of Communications and
 
Works, and were treated as 
a capital cost for the hospital.

These costs were annuitized using a cost of capital of 10%

and assuming a 
 useful life of twenty years. Included were
 
renovation of the recovery room, which was 
allocated to the
 
Operating Theatre, and construction of a generator house,

which was allocated to Hospital Stores. 
 Records were not

available on the cost of repairs to hospital buildings
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performed by the Ministry of Communications and Works in the
 
aftermath of Hurricane Allen.
 

The last column in Table B.3 includes the total expenses
 
for each department. These figures represent the sum of the
 
thirteen columns of line item expenses for each department.
 

4. Stepdcwn Allocation of Indirect Departments' Costs.
 
The cost of the indirect departments was allocated to the
 
direct and other departments in order to calculate the total
 
cost of providing hospital services to patients. Two
 
additional departments are included in the stepdown

procedure, which is displayed in Tables B.4 and B.5:
 
Depreciation and Annuitization, and Central Medical Stores
 
(space only). Depreciation and Annuitization is included to
 
illustrate the magnitude of additional costs that will be
 
incurred when the new hospital, currently in the planning
 
stage, is built. These costs are not included in the first
 
version of the stepdown, in Table B.4, but are added to the
 
stepdown in Table B.5.
 

Central Medical Stores (space only) is included in the
 
stepdown since Central Medical Store- is located on the
 
Victoria Hospital campus. It recev.es space-related
 
expenses, such as utilities, which must be deducted from the
 
cost of Victoria Hospital in order to isolate the cost of
 
providing hospital services to patients.
 

The stepdown allocation procedure is first presented in
 
Table B.4, in which the expenses for Depreciation --

Buildings and Land, are set at $0. The indirect departments
 
occupy the top twelve rows of the table, and also occupy
 
each of the twelve column headings. The stepdown procedure
 
begins by allocating all expenses from the first indirect
 
department to the remaining indirect departments and the
 
direct service and other departments. The second indirect
 
department is then allocated in similar fashion, followed by

the other indirect departments, until all expenses of
 
indirect departments have been allocated to direct service
 
and other departments.
 

Since the department which is allocated first does not
 
receive any allocation of expense from the second
 
department, the order in which the departments are allocated
 
can affect the final calculation of costs. In general, to
 
minimize the impact of this decision, the departments
 
providing the highest volume of services to the widest range

of other departments (e.g., Administration) are allocated
 
prior to those providing fewer services to fewer departments
 
(e.a., Medical Records).
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Mathematical models available
are that take into
 
account the inrerdependency of services provided by indirect
 
departments. However, the added precision of 
 these models
 
was viewed as unnecessary. In addition, these models do not
 
allow the calciilations involved 
 in the allocation to be
 
easily viewed, in contrast to the stepdown.
 

The allocation of indirect costs is performed using

allocation statistics. These statistics 
 are factors
 
designed to measure, using the best available data, the
 
proportion of 
services provicu by each indirect department
 
to the other indirect departments and the direct service and
 
other departments. The s:tatistics 
 used to allocate the
 
indirect departments in this study are as follows:
 

1. Depreciation and Annuitization: For both buildings
 

and land, square feet occupied by each department.
 

2. Administration: Direct expense per department.
 

3. Maintenance: Square 
feet 	occupied by each department.
 

4. Domestic: Square feet 
occupied by each department.
 

5. Hospital Stores: Supplies expense per department.
 

6. Pharmacy: Pharmaceutical expense per department.
 

7. Nursing Administration: Nursing staff per department.
 

8. Laundry: Patiept days per department.
 

9. Seamstress: Nursing staff per department.
 

10. Catering/Kitchen: Patient days per department.
 

11. 	Medical Records: Adjusted admissions (Admissions
 
for inpatient wards or outpatient visits for
 
outpatient departments, where 3 outpatient visits
 
= 1 inpatient admission). 

12. 	 Handymen: Patient days per department.
 

The stepdown allocation is performed using two columns
 
for each indirect department to be allocated, as illustrated
 
in Tables B.4 and B.5. The first column 
 shows the
 
percentage distribution of the allocation statistic to the
 
indirect departments following the department 
 being

allocated 
 in 	 the stepdown order and the percentage

distribution to all appropriate direct service 
and 	 other
 
departments. 
 The second column shows the total expense for
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the department (direct expense + any indirect expense
 
allocated) and the distribution of that expense, based on
 
the percentages iii the first column.
 

The indirect departments are allocated in sequence,
 
moving from left to right, until all have been allocated. At
 
that point, all indirect costs have been allocated to direct
 
service and other departments. The last column in Tables
 
B.4 and B.5 shows the total expense (direct + indirect) for
 
these departments.
 

For Table B.5, the cost of depreciation of buildings and
 
land was added to the stepdown to illustrate the magnitude
 
of the additional costs involved in construction of the new
 
Hospital now being planned. The estimates of square footage
 
for the buildings and for individual departments were
 
prepared by a local carpenter. The estimates of the land
 
area occupied by the hospital and the replacement cost for
 
the buildings and land were prepared by a local architect.
 

The replacement coFt of the buildings was set at EC
 
$130 per square foot. Total square footage was estimated to
 
be 76,921; thus the total replacement cost of the buildings
 
was estimated to be EC $9,999,730. The market cost of the
 
land was set at EC $1.0 million per acre (a figure provided
 
by a local quantity surveyor, Mr. Bradley Paul). The total
 
land area was estimated at 9 acres; thus the total capital
 
cost of the land was estimated to be EC $9,000,000. These
 
costs were annuitized using a 10% cost of capital and a
 
twenty year decreciation period.
 

5. Calculation of Unit Costs. The final step in the cost
 
analysis involved calculation of unit costs for the major
 
pat-ent service departments. This process is illustrated in
 
Tables B.6 and B.7. In these tables, the total costs from
 
Tables E.4 and B.5 are divided by the total service volume
 
for the major patient service departments to calculate the
 
unit costs of providing those services. Table B.6 includes
 
the unit costs riot including the depreciation of buildings
 
and land; thus the cost figures are taken from Table B.4.
 

Table B.7 shows the unit cost figures with the cost of
 
depreciation of buildings and land included. The cost
 
figures are taken from Table B.5.
 

Both Tables B.6 and B.7 indicate the types of units used
 
to measure service volume for each department. The actual
 
service volume for 1986/87 is used to calculate the unit
 
costs.
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----------------------------------------------------------

----------------------------------------------------------

TABLE B.I
 

VICTORIA HOSPITAL
 
LINE ITEM EXPENSE REPOPT
 

1986/87
 

Code Objectwise Classification Amount Percentages
 

01 Personal Emoluments $4,055,271 62.9 

02 Wages $631,685 9.8 

05 Travel and Subsistence $99,792 1.5 

09 Office and General Expense $3,561 0.1 

10 Supplies and Materials $1,345,596 20.9 

13 Utilities $209,345 3.2 

14 Tools an6 Instruments $30,413 0.5 

16 Operating and Maintenance $75,467 1.2 
Services 

..... . .... ............................................. 

Total $6,451,130 100.0" 

9--------------------------------------------------­
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--- ---------------------- -----------------------------

TABLE B.2
 

VICTORIA HOSPITAL
 

DEPARTMENTS 

A. Indirect Departments B. Direct Service Departments
 

1. Administration 1. Maternity Ward
 

2. Maintenance 2. Gynaecology Ward
 

3. Domestic 3. Baron (Private) Wing 

4. Hospital Stores 4. Medical Wards
 

5. Pharmacy 5. Surgical Wards
 

6. Nursing Admi-istration 6. Paediatric Ware 

7. Laundry 7. Ophthalmology Ward
 

8. Seamstress 8. Operating Theatre 

9. Catering/Kitchen 9. Laboratory 

10. Medical Records 10. Radiology 

11. HanJymen 11. Physiotherapy 

12. Mortuary 

C. Other Department 13. Casualty (with Clinics)
 

14. Medical Ciinic 
1. Nurses' Home 

.5. Psychiatric Clinic
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'ABLE B.3 (PART 1) 

VICTORIA HOSPITAL: ALLOCATION OF LINE ITEM EXPENSES BY DEPARTLENT
 

.......................................................................................................
 

Expense 3tem 

05-Travel &
 

Subsistence & 

Otnse Frirge Fringe
 
Benefits for 
 Benefits
 

0i-Personal 
C-Personal 

Departnents 

for Total

Emoiuprents 
 Emo lerlts 02-Wages 02-Wages Adjustments Personnel
 

(i) (2) (3) (4) 
 (5) (6)
 
........


.......................................... 
..
 .. ............. ... ...
.. ..
 ........ 
.......... . ..
.
 .. ... ..
 

A. Indirect Deparutrfnts
1. Ach.nistrato. $253,818 $12,099 $86,242 $4,312 $9i,630 $446,1012. Mai,,tenance 
 $57,940 
 $35,047 $1,752 
 ($1,304) $93,436
3. Domcs'ic 
 $93,718 
 $194,578 $9,729 
 $298,025
- Hospital Stores 
 $17,127 
 $7,931 $397 
 $25,455
5. Pharc-
 $61,342 
 $3,830 
 $23,731 $88,573
6. Nurs'.ng Ad-.nitrac.n 
 $136,420 
 $2,054 $13,608 $680 
 $122,762
 

-. La.ndry $52,446 
 $21,38: $1,069 
 $74,897
6. Seatress 
 $10,833 
 $7,977 $399
9. Ca$,eringK~tner $19,209

$16,254 
 $49,404 $2,470 
 $68,128


Mecca Records 
 $43,'34 
 $21,573 $1,079 
 $65,686
Handme. 
 $49,971 
 $80,065 $4,003 
 $134,039
 

B. Nursnr.g Wards
 
'. Matern-t"y 
 $3-74,771 
 $26,943 


$403,714
2. G'naecology 
 197,256 
 $28,143 

-. $226,229Baron (Privatei Wsnq 17-,248 
 $4, 7G 

$176,812
Meaca: Wards 4P, 55 $7q,545 
$547,230
5. Surglcal Wards 
 $443,11 
 $1-,959 

$496,068
t aecznr:-s $365,13E 
 $26,070


"7 $291,106
7. pnt na:l,,lc
10 $143,* 3 $7,812 

$151,535

-T i'. Theatre $732,938at:ng 
 $1'7,421 $12,231 $612 
 $923,202
 

C. Ac: lla-y .epartnents
 
I. 
 Sa3.rat:ry $30,116 $2,509$322,341 $125 
 $344,791
2. Pad:cloG-
 $67,794 
 .3,830 $4,094 
 $205 
 $75,923 

Ph'5 otnerapy $-11,265

Mrt ary 
 $17,6% $41,265
$18,590 $4,029 
 $201 
 $40,516
 

C. Outpatient Clinics
 
-. Casualty (with Clinlco 
 $383,C30 
 $135,710 


$518,740
2. Medical Clinic 
 $9,706 
 $4,990 

$14,696
3. Psycna-ric Clinic 
 $6,932 
 $3,494 

$10,426
 

E. Other Depar -r,nt
 
a. Nurses Home $19,034 
 $81,554 $4,07$104,666
 

................................................................................
 

1-tals 86/87 
 $4,416,396 
 $619,470 $622,224 $31,111 
 $114,028 $5,803,229
 

Totals :n Es:Lsates 
 $4,055,271 
 $99,792 $631,6e5 $0 
 $0 $4,786,748
 

...................................----------------------------------------------------------------­
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TABLE B.3 (PART 2) 

VICTORIA HOSPITAL: ALLXATION Of ITEMLINE EXPENSES BY DEPARTENT 

Expense Item 

l6-O'%p­
10-Suppl ies rating 
& 14-Tools 
 and 

09-Office and Pharma- Mainte-Depart.nts & General Instruments 
ceuticals 13-Utilities 
 nance Equipment Adjustrients Total
 
(7) (8) 
 (9) (10) (11)........................................................................................................................ (12) (13) (14)
 

A. Indirect Departments 
. Adinistration 
 $3,561 $55,684 
 $75,467 
 $16,710 $99,408 $696,931
2. Malntenance $73,841 
 $209,345 $376,622
3. Dc*st ic $1,749 


$293,7744. Hsnttal Stores $233 
 $6,905 $967 
 $33,560

$729 $689 $89,991
 

5. Pharacy 
f- Nuro-ng A-lniinstratior, $811 $665 
 $124,2387 La nd y $66,879 

$41,7764,a= tress 58,9:6 ­
$1, 49 $13q, 1749. Caer ng,'K
tct.er 
 $293,599 
 $2,060 
 $363,787
.'ei:a:
Records 
 $5,549 


$71,235
 
H.ndynen 

$217 $134,256 
B. Nu;rn.'rng
Wdrds
 

. :e rn. t y $78,7"! $129,759 
 $4,267 5596,5112 -.aec ioy $2:,953 $74,480 
$323,662

-. .ozn (?r-..'ate)Wing $12,312 $2?,295 
 $537 $216,956
cal Wards $64,C21 $124,374 
 $2,667 
 $738,291
5. Surgca. Wards 
 $55,404 $1C7,631 

$659,1C3
6. .a at r 1cs $14,E30 $62,095 
 $889 $368,720
-. .rthalma1oqy $12,312 $27,195 
 $2,065
. 3perating Theatre $193,207

$184,148 $b,731 
 $10,791 $2,324 $1,181,95
 

C. Ancillary epart..nts 
I. Lwxratory $139,318 $5,721 $489,8302. Radiology 
 ;140,727 
 $98,382 
 $315,032
3. Physiotherapy 
 $979 


$42,244
4.M r ua:y 
 $1,561 

$42,077
 

D. OUJ.la:ient Clirics 
1. Cas-alty (wih Clin.cs 
 $12,052 $85,071 
 $6,147 $622,010
2. 'edical C1in~c 
 $3,282 


$17,978
3. Psyc::atrc Ci:nic 
 $355 

$10,781
 

E. 2'e Departrrent
1. .rses Horne 
 $53,802 
 $1,279 
 $159,747
 

.......................................................................................................
 

Totals i,6/87 
 $3,561 $1,410,980 $682,367 
 $209,345 $75,467 $161,040 
 $102,699 $8,448,688
 

Totals 1r,Escimtes $3,561 
 $1,376,009 
 $0 $209,345 $75,467 $0 
 $0 $6,451,130
 

.................................---------------------------------------------------------------------------------------­
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----------------------------------------------------------------------

TABLE 6.4 
(PART
VICTORIA HOSPITAL: STFPDO ALOxjIO 
- Wlallru'rDE;Rj--A-IO 0? su:TIO vANNUITIZATION OF CAPTAL COSTS CF LANl, 

Al 
 'c ...
-------.
tn
, 
 ... ... ,---
... Ann" 
 n '-
Alocaton. Aci n strat Inr Maintenance
 
. .
. .
 

0 t.SStats 
 :AAoati-.ocat 
0c, .


'S 

- --. ii' isatcn 
-- ----- nA. 'ocat;7n: 
 lc 
 a
. . . . .
 rect 
 S..... 'of ns
E '-rsL e are Exof
 

2 Deprec
ea
-ar 
 _at z;5; 

:23e 

Adminis-a:o n $ 0 3.0%; $ 1Matenne:$9 

,3 DC.O%; 
 3 /CC; $9,3
f a:2c0iS o e 


Heap). 
 $ 9 '" 
ar 0 .2%;
Dore st $376,622 $299 $C 3.9%: 1.2% ; -% $274 ,93:4R$33,560 : 
 .0%; 34,22,% A'2 $684s


$89,991 $ 41 $41C,726
 
L aun z,- .% $4,83
- ' -$12-1,238 " , 

'::0 
,, 

$c.684 
ol t ',or 

sea='. c.2% $5,3
.. ....e-n.1 

Cater'n

Medical Records $139,74 . % .$363,787 V 2 ,5.
 $ t,Ha d n_ 
 : $71,235 1.
 

............. $134,256 $c $t_45, *._I: 38,
 

S- ------ ---------- ---- - - - - ­'r e ice DePartients

Ma tern-., Waird
1 
 ;

Synaeco9ogy4ard 
 $596,5:! ;
. 3%; 
 154,328 

Baron (Private) Wit3; 
%
 

l e 'j-d,c ; 3 62.%:Sarg:ca 
 ;,ads $216 ,956 
 4.:%: 47%
5"3e M d 4. %
'36%, 2 ,3"
9" a W d9 .6%: W6 : 0 8 4
$$
$0 $:9,597
,6 $t ,s 4.6%; 5:9,789 
a tr - arj :.Sa.- ,:03 $ 19,8 9$659 


t.-d $368 ,7 3 
.$ 

5-,t1,6 5 2 29Ip 4 % $ i , 7rWnead 6 t i' $27 54$19.C
Laborat $c .e%'
c fe Sc S $.5 20,308
2,26:95-j 68%; $4,823;
52 


F d ia. . y 


$ 0 6,4. * 9% $32,473 
$4 89 ,8 '$4 , 34 $10 ,c 3
Ppys Ot e $53
$4! 21 .. $ 4.1%: $:8, 5"-1S $3,78%; $11,384
 

,.. 
$ ,rI5
 

•$ua4 

,0 7 


40$42,,7 $2$4
2 
 0$2 

0S,. 0 
 $3,434
 

$3,8.'

MedYca ' i~n~ C.8%;Ps~z :at~c 2C,71i
- ... -- I., $622.21 C.2% $0$1,632 $ ,303. .-.S S%--- --- ----.- --.. $. 0. % ,
8.1%' 56,3;.
O5.6. 4'7 5.4%; 22,364
C 5%: $2,221
 

........-..
-:her :)epar'- ,,-,ns $ " $97b C .3% : $1,107
 
"..... 
...... 
.. 
... .....
 

Nurses'Central MedicaHor$
 Stores 
( s ce o l $159,747 ' 1 $1 
 $
 
..................... 
--------------------------- e oy) 1 -: -. 9,­----- ; 
 so... ­0 
 .
I.% ',.0.4% 
 .$83,69-)
 

-------- -------..........:,.6.4% $26,22

Totals :$8,448,688 --------- - ,228
 

---.------

!,1,39 ,862a 
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TABLE B.4 (PART 3) 

VICTORIA HOSPITAL: 	 STEPDOWN ALLOCATION - WITHOUDEPRECIATION OF BUILDINGS AND 
ANNUITIZATION OF CAPITAL COSTS OF LAND 

:Nursing Atuninistrat;or,; L.aundry Seamstress
 

:Aliocation: 
 :Alocatior: :Allocation;

:Statistic :Stat.s-I,,: :Stati.stic
 
----------- Allocation 
:---- :Allocation: ..----- -:Allocation:
 
;Nursing :of :Patient :of :Nurse 
 :of
 

Departrxmts :Staff Expense !Days Expense :Staffing :Expense 

Indirect Deptrtments 

Depreciator: ac arnu:ttzation
 

AaLnistraon
 

MaZntenance :
 
Zomstzc 4 I I
 
Hosp.tal Stores : : 
 : : 
Pn1iar.a
cy: 
 :
 
Nursing Atd-.n:s~rat-on 
 100.0%: $144,689
 
Laundry 
 :: : 00.0%: $202,218 :
Seamstress 
 : 	 : : 100.0%: $157,770
 
Catering X*cheurter
 

Medica, Recoros
 
Handymen : : 

Drect Se'vce ieparusents 

Maternity Ward 
 13.9%: $20,066 17.2%: $34,856 13.9% $21,88:
 
Gynaecoogy Wana 
 : 6.6%: 9,5CS : :.O%: $22,240 t.6% $l0,364
 
-aron (r Ware).; : 7.3%: 
 $10,56: 5.5% 7%11,122 $1,516
 
Medical Wards 
 . 16.5%: $23,895 24.9% $5C,267 $6.n%
526,255
 
S~rg.ral Wards 
 . :6.8%: $24,29: : 22.6%: $45,38 l.3% $26,487
 
Paedzar:c Ward 
 .Z.2%: $14,786 
 5.3%: $30,84 1C.2% S16,123
 
'rn:.talronqy Wart-
 6.6%: $9,5C5 >.5%: $/,98 
 t.z%: $:C,364 
'peratir; Theatre 
 : 13.1%: 19,0:' : 12.!: $20,29
tatcrat cry 
 : : 

Radec qy 
Phys::tnerapy : : 
Mortuary : 
Casualty (with clin:cs) 
 : 8.8% $12,67! : 8.8%: $13,819

Medical Clinic 
 0.2%: $264 : 0.2%: $288

Psycniatr:c C$1:c : 0.3% 5132 .1% S:------ -- .- - ---.- -- ­- ---- - .--- - -- --------- -....----...----. .- .--.. .--..- .-	

$144 
--- - . . -.. --. .- ..- - -- ----.. 


Other De4par tents : : 

Nurses' Home 
 : 
Central Medical Stores (space only):
 

Totals 
 : $289,378 :$404,435 : : $315,541 

....................................................................................................
 

* - Depreciation of buildings and annuitization of capital costs of land. 
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TAL B, (PRT4 

ICTOR.. 
TABLE 3.4 SPART -HOSP TA ,EO - :;::: ;:ALLCCATION 7 WIT.O(J •PRECIATI ON OF BUILDINGS AND '' 

ANNUITIZXIION OF CAPITAL COSTS OF LAND _______ 

fl 

S-7------------------------ ----------------------;JCatering/Kitchen. , 'medical Records j~ -----Hanidymen . ) .. .....~ 
----- : - - -":.-------------1 - ------ ---------­:Allocation: !Allocation!' l~location;:Statistic 1 :Statistic : :Statistic :1 
------ !Allocation!------ Allocation: ------ Allocation;:

:Patient ;of :'Adjusted :of :ain o 

Depa:rtments:ys +:+- Expense!: :?, ain7:]s J+ays l:E.qense+------------------------------------------- -------------------- ---------- ---------- ------------­

~ 

Toal'd 

1 .. 

Indirect epartments 1 ' 

!* ' :: :Depreciation and annuitization 
Administration 
Maintenance 
Domestic 

Hospital Storns 
SPharmcy 

Nursing AdsInistration 
Laundry 
Seamstress 
Catering/Kitchen 
Medical Records -I 

Handyen 

: 

11 

,':+"i : :l0 O [... . 1 3 3 1,
+ 
: 
r 
: ':V 

I ~ 1 : 

'I,' 

j 

1000%: $416,759 
100,0%1 $92,139' ' 

10.0%$ 146,393I 
----------------- ----- - ------ ------­

;+ 

-i:' 

+ 
: : :' 

Direct Service Departments 1 I1I'' 

. . . .. ..........-

Maternity Ward ' 17.2%: $71,837 1 
Gynaecology Ward 110 $45,836

aon(riat)Wig5.5%: $22,921 1 
Medical wards 24,9%' $103,598 I 

SugialWads22.6%; $94,264.~Paediatric Ward 15.3%1 $63,675 1 
Ophthalmology' Ward ' 3.5%: $14,628~ 
Operating Theatre' 
Laboratory>C1 

-' 

Radioliogy .- ' 

Physothrap 

. h.. . ' + 

Mortuary~ 152,281! 
Casualty (with clinics)
Medical Clinic -,'. 

Psychiatric Clinic 

12.711 $11,673 17.2%! 
4.7% $4,314 1. 
1.4%: $1,269 ': 5.5V 
5.5%: $5,027 1 24,9%: 
6.6%: '$6,103 1 22.6%1 
8-7V1 $,;003 1 15.3%1 
1.4%: $1,260 1 3.5%: 

' 

56.7t1i$52,205
200$260,72039 

" 3%12305I 
'0. 3%1 $235 

$25,234 11 $890,7258* 

69 
$8,052 $342,279 

$36,391f $1,154,441 ?~ 
$33,112 II$1,019,783 1' 
4$22,367 $6613,088 1 
$5,138 11 $281,925 1 

$1,402,052 

$369,000n 
$ 

8099? * 

$26,720 

.. 
SNurses' 

Central 
Home 'I1 

Medical Stores' (space only): 1 
52,81
'$72188' 

--------------------------

Totals 
----------­

$833,518 

1 ----- 1 ----1 - ---- -

$184,277 

- - - - -- ---------­

$292,787 1$8,448 8,:: 

Depreciation of buildings and auitization of capital costs of land. 

' 3, 

.4 4 
.1 4'100 



-- - -- - - -- - - -- -

-- - - - - - - - - - - - - - - -- ------------ ---------- - - - - - - - - - - - - - - - - - - - - -
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TABLE B.5 (PAR'"1)
 

VICTORIA HOSPITAL: STEPDOWN ALLOCATION - WITH DEPRECIATION OF BUILDINGS AND 
ANNUITIZATION OF CAPITAL COSTS OF LAND
 

....................
............................. ... .. ..
.... ... .. ............. ............. ... ..................
 ... ..

:Deprec.& Arnuitizat cn; Aun:stra:cn 
 Main t er.ance
 

-

S;Allocatin: 

- - - - - - -- - - - - - - -


IAccation: 
 :Ailocation:
 
S:Statistic 
 : :StatLst:c 
: ;Statlsric :
 

:---------- Allocatio r ----------Alocation 
 ----------:Allocation;
:Direct :Sq:re of ,i-c ' Departrenrs Sqoare ofExpense :Feet
.............................................. Expense :sExapnse Expe
------- e : F.,pense
--- .............
------.................
-------------....---


Indirect lkpartrrts
 

Depreciation and ari..::za, or. 
 0$2,231,586 s
D. 2 

Ad:snisntratiorn 


$696,931 
 13.CO $289,882

MaLntenance :30.%, $986,613;

$376,622 
 1.2%: $26,284 
 4 9V: $46,289: 10G.D%: 
$451,195
s,: 
 $299,774 
 C : 3,191 . $36,436Hospital Stores 0.2%; $75-,
$33,56C 
 1.7%; 522'7 
 2.4%: 5-,22;Phaertracy 1.2V $5,365

$89,9 
 2.];; 321,233 
 1.%' $5,545 :Nursin; Adinsis t rtion ,%: $1,955:24,236 
 1.> $23,934 
 .6%: 
 i.*%: $5,638Laundry 
 $2"41,-'
sewsz!. css 'n s:', 

, S" 
2, i. : -,:7: . :' $27,6291: 39,:-4 
 ' 1.: '$S;. *44 
 :$.2)$ ,l
 

c :g$363 r'i 
 " 
, l.' 525.035$646,642
Meo;cal Records 4. IV ' $,911$:71,17 91. ", $36,61 ' . ' 59, 13Handyrar. 1.9%: 5&,7,e


$134,25, 
 : 
 :.t: 51%, 

ice- ce Sern, Departrents , ' 

Materty Wad 
 556,5: 4.3%: $90,:67 : .5%v $76,482 4.7% $2:, 24,Gynaecclogy Ward 
 $323,6t-
 2.3%; $50,6a3 
 4.2%: $41,495 .6%:Baron (P::vatw $11,939:n$2:6,956 : 4.2%, 52,255 2.8%
Medical Wards 

1 5,74 4. % $21,739
$738,291 9.6%' $2.3,698 9.i%:Surg;ca eards 194,6 0 :2.2%: 5C,339$659, :33 6.1%: 
 $I35,6;54 6.6%: $F4,507 7.2:Paediatr .c ard $31,926 1$36.7712,9':: 5.2%:

'rtnalb o ', Ward ..%: E4, 6.4'A $27,083:$93,207 '22% $"4,372 2.5%:t 4 2 :,perat*n, 1,:'ea r, :5,12,295 ., , 1 3;: 55 149Lar~crator .%: $35,673: $439,83: ' .1i%, $4t,- 65 6.44: $62,504 
 5 ,989
Racicicqy S2.4%;

' $5315,'s' 2.4%: $53. .: 4.1%: $42,392 2.8%'Phs i,tnerapy $22,506


$42,244 
 . : 5:6,L:4 , 0.5%: 15,16 2Mortuar-j .ot: $3,772
$42,s7077 : 0.4. $15,405 C.5%:asualty {with c1nzcs) 5.395 C.8;: $3,62q: $622,010 .;4."'4 50,2%9, 8.1: $7S71medica C:. 5.4%: $24,56P

7,975 2.51 515,357 
 0.2%: $2,311
Psyccna.r.c :.1c 0.5%: $2,440


$1C, 81 C 5,-; .t.2%:: 0.:% $1,36 : C.31: $1,21 

Otter Depa "_oer.t
s : : 

Nurses' Home 
 $159,747 
 $17.5%: : .4%:$0_93:9
Central Medica: Stores (space only): 

$3,420 20.4%; $91,943
5.5%: $122,312'2 
 6.4V 28,812
 

Totals 
 :$!0,68C,274 2 
 '$4,4L3,172 
 :$1,973,626 2$902,390
 

* - Depreciation of bui Idings and arnru:n zaticr, of caplta: coss of land.
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TAKLE B,5 (PART 2) 

VI-RAHOSPITkL: STEDOWN AL1 ATION WIT11DEPRtECIAT10H OF BUIUDINOS 
ANnUirIZATION OF CAPITAL COSTS OF LAND _ _ _ 

&ND." 
_ _ _ _ _ _ _ _ _ _ 

----------------------------------------- --------- ''-

Allocation? 
:Statistic 
--------?locatio 

PAL1ocation: :Allocation:.- v~>~a 
:Statistic 1 '' SattiI1 
1-------­l llcatin, - -Allocaton? 

4 ' 

Departments :.Feet Ex;-- e 1Expe !xpense Expn ex;-,pense 

'I :~- "i'" Indirect Departments '' 

s" 

Depreciation and aanuiti~ation 
'Administration 

Maintenance 

Domest~c 
HosptallStcres 
Pharmacy 
Nursing Adinistration 
Laundry 
Seamstress, 
Catering/Kltchen 
Medical Records 

Handymen 

~ 

: 

i:I 

~ 

10.0A: $342,1531
1.2%; $4,075 
1.1%: $3,763 I 
1.31,: $4,283? 
6.1%: $20,987 I 
0.2%? $836 ? 
1.3%1 $4,49i0 
1.9%: $6,613 I 

100.0%: 
0.1%: 
0.1%: 
5.2%; 
9.3%? 
22.9%: 
0.4%? 

'$69,952, 
$401 
$44? 

$3,641 
$6,474 

$15,984 
$302 

100.0%: 

~BB 

$131,327 

a 
m 

Direct Service Departments a '.II 

~,, 

Maternity Ward 
Gynaecology Ward 
Baran (Private) Winga 
Medical Wards 
Sugia Wards 

Paediatric Ward 
Ophthalmology Ward 
Operating Theatre 

Laboratory 
Radiology 
Physiotherapy 
Mrtuary .0.8%: 
Casualty (auth clinicsl 

'2.8%: 

a 
I 

a 

a 

4.7%1 
2.7%: 
4.8%: 
11.2%? 
7.1%1 
6.0%? 
2.5'.: 
7,9%: 

2.4%? 

0.8%1 

'5.5%t 

$16,134 I 
$9,069 I 

$16,512 
$38,237 
$24,252 
$20,572 
$8,601 ?' 

$27,097 

$8,347? 
$9,499 
$2,665? 
$2,756 
$18,662 ? 

6.1%: $4,289 I 
i8 $1,250 I 

1 01t: $670 
5.0%? $3,485,1 
4.3%1 $3,016 
1.6%? $1,088 1 
1.0%?- '$670 1 

14.3%: $10,026 1 

1.% $7,585? 
11,0%1 $7,662 
0.1%: $53" 
0.%iB ,$85. 
0.9%? $656 I' 

16,1%: 
10,9%? 
4.0%j 
l8.2%: 
15.8%? 
9.1%1 
4.0%: 
8.9%1 

12.5%1 

$21,124 
$14,334 
$5,253 

$23,937 
$20,714 
$11,951 
'$5,253 I 
$1,8 

$16,373 '' 

4 

'~ Medical Clinic' 0.5'.:$1,853 ? 0.0%: $3 I 0.5%? $632 

Psychiatric Clinic 0.3%1 $924 1 0.'a0.1 

Nures Hme20 4
%a $69,839?Central Medical Stores (space only)? 6.4%1 ;$21,885 , 

------------------------------------------------- ----

4.2t: 
' l 

------

$2,92-1
'' 

---- ----­

'' 

Totals $684,305$190526,4 

~c-' Depreciation of buildings and annultization of capital costs of lad 

Jf-~ld*' 

0 2 ?~,-I4 
'-y 

A 



----------------------------- --------- ----------- ---------- ---------- ---------- ----------

--------------------------------------- 
- ---- ----------

----------------------- - - - - - - ---- ---------- ----------

TABLE 5.5 (FART 3)
 

VICTORIA HOSPITAL: STEP[OWN ALLXC"CATOCN- W!THDEFRECIATION OF BUILDINGS AND 
ANNUITIZATION OF CAPITAl COS-S OF LAND 

!Nursing Adrnistra- 1cn: 
 :,;nd, 
 Seamstress
 

,A"locati on, 
 '.A lun
e Aioicat.,on;
 

:Statistr : 
 :Sta*Lst:c 
 Statistic :
 
---.------:AI:ocat.:n --------- ;Allocat on:
---------- Ailocat:rr,


:Nursing :of 
 :Patient 
 :of ;Nurse :ofDeprt~ents :Staff Expense ;Davs Expense :Staffing ,Expense 

Isd:rec: Drepar nts 

Depreciation anc ann :::zation * 

Administra::or.o 

Mai,.tenance 
,omst .c 

Hospital Stur.s 
e har-.ic] 

Nursing Adru:ns:-ator, 
 , 100.0%: $173,981
 
Laundr--

Seamstress :00.0%: $329,505


I 
Caser:r; K::ccen: 10(.0%: $170,099 

Medcal 5-:zrs 
Hadyer. 

:
 

ier-;e-e Departments 

Materc,:ty Wari 
 13.9% $
524,129 
 17.2% $56,797 
 13.9%; $23,590
 
6.6%! $1:,429


Dyr, aeco:o- Warn 
11.$%: 536,239 6.6% $!i,".4 

7.3% $2,es 
Baron tPr:,vate;Wc 


5.5%1
Med:cal Warns 
218. 122 7.3%' 5-12,4:


1"6.5% $28,732 
 24.9% $8 : ,9138 16.5%Surgical Wards $7,s: 
16.8%: 527,20 
 2.6'A: $74,528 
 let; $28,557
Paed~at. ;c ward : 10.2%: S7,39 $50,344 : 10.2%: $2,33Op tna .rcg- Ward 

153: 
: 6.6%! !::,;:94trutir. TK?.ntr, 3.5%: $1:,56- 6.6t: 13.1%: 122,859 5,!74

.: 13.24 $221 49
 
Lancratc 
 : 
radic.r ,/Ffy : trerapy : : ; 
Mor:-a: : : :
Casualty w:tr cI cs) 
 8.8%: 515,239 
 : 8.8%: $14,899

Medical C1:nt: , 0.2%: $317 
 0.2%: $110
Psych:sr:Cnc c.1%: 
 $159 
 0.!%: s55
 

: -

-------Otfter Departed~hi s : : -

Nurses' Hore : : : 
 :
 
Central Mej;ca: Sn res (space only): :
 

-
 -


Tctals : $347,962 : $659,009 : $340,198 
......... 
 , ... . I 

* - Depreciation of buildings and annuitization of capital costs of land.
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-----------------------

- - - - - - - - - - -------------- -

- - -- ---- - - - - - - - - - - -- -- --- --- - -- --- - - - - - ---- -- -- --- --- -- - - - -

TABLE B8.5(PART 4)3 '.3$43 ' 

-ALLOCATIONI-,'T0L hospITAL, S7EPOOWN WITH- DEPRECIATION OFbUiW[iNOs-AND­
3' NNITIZATION OF CAPITAL COSTS OF LAND ~ ~~3 

'33,ngKich
333 an" 
 ,'''3-'~' Caerng/ithez , Medical Record' Hanye 3' '" 10 

!Alralh 
 Allocationj WAlocationf 
433j" 

!Statistic :Statistic !Statistic;!3" 
' 

Patient :of !Adjusted lot !Patient ;of ~,
Departments

3 'Days :Expense 'IAdmisionslExpense 
'ZDys
;xpmnhe Total 

-, Indirect Departm ents . 3 - -
Depreciation~ and annuitization *S 

'2 AdministrationU 

Mlainten~ance'I3 

Domestic,''I 

'4 Hospital Stores 

Pharmacy; 

P 
Nursing Administration 

Laundry 
,H1 

Seamstress 3 

Catering/Kcitchen ~ 100.0%: $461,911 

MdclRecords' 

'" Handymen ' 1 100.0%: $132,951' 10 0% $5,4 -

Di:frt Service Departments 
3 

MtriyWard
Maternit 

33Gynaecology Ward. 

Baron (Private) Wing' 
33 Medical' Wards ''24.9%1 
3 Surgical Wards ,'I 

11.0%; 

5.5%1 

22.6%: 

$7,2 

$50,802 

$25,405 

$114,822 

$104,476 

* 

1 

I 

1 

12.7%1 

4.7%1 

.1411: 

5.5%: 

6.6%: 

$16,843 

$6,225 

$1,8321 

$7,254 

'$8,807 

1 

' 

3~' 

17.2%; 

11.0%: 

5.5%;1 

24.9%133 

2 2 
. 
6 
%:' 

$26,104 

$16,656 

$8,329 

$37,645 

$34,253f 

11 

11 

:1 

$1,053,030 

$5 &4,960 

459,968'l1' 

$1,461,100 

$1,238,892 

U 

:1 

II 

~ 
"' 

' 

3' 

PeitiWad15.3%: 
OhhamoyWard 

Operating Theatre ' 

3,5%: 

' 

$70,573 
$16,213 

I 
1 

8.711 
'1.4%: 

'$11,547 
'$1,818 

1 
I' 

15.3%: 
'3.5%: 

$23,138 
$5,316 

U 
. 

11 
$782,998 
$349,416 

I 

" 

3 

3 

3, 
' 3 3 '3 

''$1,613,4751 
''' 

Radiology~ 
$626,205-

Physiotherapy. 
'1 $70366' 3333­

-otuar 

M~edical 

Psychiatric 

Casult 
Clinic ' 

Clinic " 

(Wit'56.7%: clinc.) 

I , 2.2%: 

O3% 

, 

$75,328 1$971,782 
$2,9581 

$ 8I$0,8U 

~ 
$ 69,347 

$39,159 

1"' 

~'3"3 
1 

'33'. 

14 

0.'3%': $33 $20,1 

~~~33 OtI'er epa-'tents 33,3~ 
,: 

Nurses' Home ' 

,~Central Medical Stores (space only) 

It 7818: 3"3 33 
3 

33t 

* $13, U 3'33 7339 

333'Totals 33.$2,2 
3 i 1 Il"'i $923,822 
 $265,901 5$302,8U4 I $10,680,274 15-- 3333'3 3~ 

-

-


3~333~31333'33Depreciation of buil dings and an~nuitization of capital costs of land.'33 
33.'33333~.333'3 

3 
33333333~33333'33 33 A 

104' ~ 3~4 3."~3~3., 
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TABLE B.6
 

VICTORIA HOSPITAL
 
UNIT COST ANALYSIS -- WITHOUT DEPRECIATION OF BUILDINGS AND
 

ANNUITIZATION OF CAPITAL COSTS OF LAND
 

.. . . .. . .... . ... . . . ... ..-------------------------------------------------------------
Department Total Cost 
 Service Volume Type of Unit Total Cost/Unit
 
..............................------------------------------------------------------


Maternity Ward $890,728 9,866 Patient-Days $90
 

Gynaecology Ward $493,291 
 6,295 Patient-Days $73
 

Baron (Private) Wing $342,279 3,148 Patient-Days $109
 

Medical Wards $1,154,441 14,228 Patient-Days $81
 

Surgical Wards $1,019,783 12,946 Patient-Days $79
 

Paediatric Ward $613,088 8,745 Patient-Days $70
 

Ophthalmology Ward $281,925 2,Cu9 Patient-Days $140
 

Operating Theatre $1,402,052 2,642 Operations $531
 

Laboratory $557,092 60,823 Tests $9
 

Radiciory $369,000 8,964 X-Rays 
 $41
 

Physiotherapy $52,2a1 5,561 Treatmgnts $9
 

Casualty (with clinics) $810,939 34,052 Visits $24
 

Medical Clinic $26,720 1,327 Visits $20
 

......................-----------------------------------------------------­
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TABLE B.7
 

VICTORIA HOSPITAL
 
UNIT COST ANALYSIS -- WITH DEPRECIATION OF BUILDINGS AND
 

ANNUITIZATION OF CAPITAL COSTS OF LAND
 

.......................----------------------------------------------------------------


Department Total Cost Service Volume Pype of Unit 
 Total Cost/Unit
 
..........................----------------------------------------------------------------


Maternity Ward 


Gynaecoiogy Ward 


Baron (Private) Wing 


Medical Wards 


Surgical Wa-rd 


Paediatric Ward 


Ophthalmology Ward 


Operating Theatre 


Laboratory 


Radiology 


Physiotherapy 


Casualty (with clinics) 


Medical Clinic 


$1,053,030 


$584,960 


$459,968 


$1,461,100 


$1,238,892 


$782,998 


$349,416 


$1,613,475 


$626,205 


$438,182 


$70,366 


$971,782 


$39,1S9 


9,866 Patient-Days $107
 

6,295 Patient-Days $93
 

3,148 Patient-Days $146
 

14,228 Patient-Days $103
 

12,946 Patient-Days $96 

8,745 Patient-Days $90 

2,009 Patient-Days $174 

2,642 Operations $611 

60,823 Tests $10 

8,9E4 X-Rays $4, 

5,561 Treatments $13 

34,052 Visits $29
 

1,327 Visits $30
 

.....................---------------------------------------------------------------­
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APPENDIX C
 

ANALYSIS OF THE APPROPRIATENESS OF OBSTETRICAL CASES
 
AT VICTORIA HOSPITAL
 

L4llian L. Tarr, R.N., M.B.A.
 

A. 	Study Objectives
 

This report contains results of the Obstetrical
 
Appropriateness Evaluation Protocol 
(OB 	AEP) review conducted
 
on 50 obstetrical cases from Victoria Hospital. The OB AEP,
 
an objective instrument to assess appropriateness of hospital
 
use, was applied to a sample of patients discharged from the
 
Victoria FTospital obstetrical service between January 1986
 
and October 1986. The objective of this study was to
 
provide, as accurately as possible, an assessment of
 
appropriateness of utilization of the VH obstetrical service.
 
The 	sub-objectives of the study were:
 

1. 	to estimate the total percentage of inappropriate
 
obstetrical admissions;
 

2. 	to estimate the total percentage of inappropriate
 
obstetrical patient days;
 

3. 	to estimate the percentage of inappropriate
 
complicated and uncomplicated obstetrical
 
admissions;
 

4. 	to estimate the percentage of inappropriate

complicated and uncomplicated obstetrical
 
patient days;
 

5. 	 to determine factors ca - ing inappropriate
 
admissions and patient days; and
 

6. 	 to suggest improvements to the medical records
 
in order to improve the quality of a utilization
 
review program or study.
 

B. 	Source of Comparative Rates
 

The comparative results were obtained as part AEP
of 

studies conducted in participating hospitals under the
 
direction of the Boston University Health Care Research Unit.
 
AEP reviews were performed by the utilization review
 
coordinators at each participating hospital on adult
 
medical/surgical cases. 
 Although these were not obstetrical
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cases, it is felt that the inappropriateness range for any
 
type of case should fall within the same acceptable
 
percentages.
 

C. Results
 

1. Admissions. Table C.1 presents information on the
 
numL.?rs of total obstetrical admissions, complicated and
 
uncomplicated obstetrical admissions and the rates of
 
inappropriate admissions for these cases. Complicated
 
obstetrical admissions included Caesarean Sections, Normal
 
Vaginal Deliveries with aubal Liqation, PreecI"amrsia, and
 
Stillbirths. Uncomplicated cases included all ether Normal
 
Spontaneous Vaginal Deliveries (NSVD).
 

Overall, 11 percent of the obstetrical admissions were
 
inappropriate based on objective criteria. A much higher
 
proportion of complicated cases (20 percent) were deemed
 
inappropriate, vs. an inappropriate rate of 8 percent for
 
uncomplicated cases.
 

In the comparison hospitals, the rate of inappropriate
 
adult admissions was 10.3 percent. The reasons for
 
inappropriateness were difficult to assess because of the
 
poor quality of the medical charts. However, the reasons
 
appear to fall into two categories: (1) premature admissions,
 
or (2) any treatment could have been rendered on a..
 
outpatient basis.
 

2. Days of Care. Table C.2 presents similar information
 
in the da of c.are reviewed. The rates for all patients
 
were also based on objective criteria usinq the OB AEP. The
 
inappropriate rate for all days of care reviewed was 20
 
percent. Acain a higher proportion of the complicated cases
 
reviewed were deemed inappropriate (33 percent) vs. an
 
inappropriate rate of 4 percent for uncomplicated cases for
 
day of care reviews.
 

In comparison, the adult services at comparison hospitals

had an inappropriateness rate of 13.8 percent. As with the
 
admission re'-iews, the reason for inappropriateness was also
 
difficult t,) determine. However, it appears that these
 
reasons fall into two categories: (1) no further care at any
 
level is needed or (2) plan of treatment is not documented in
 
the chart.
 

D. Conclusions
 

The objective rates of uncomplicated (8 percent)
 
inappropriate admissions at Victoria Hospital are somewhat
 
lower than at the comparison hospitals. However, the rate of
 
inappropriate complicated admissions is much higher (20
 
percent), as is the inappropriate rate for total admissions
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(14 percent-. The rate of inappropriate days at Victoria
 
Hospital for uncomplicated cases was far below the rate at
 
the comparison hospitals (4 percent vs. 13.8 percent).
 
However, the rate of inappropriateness for total and
 
complicated d was much higher (20 percent and 33 percent
 
respectively).
 

The Office of Health Policy of the Commonwealth of
 
Massachusetts has established the following guidelines for
 
judging the level of efficiency in hospital. An
 
inappropriateness of 0-10 percent of days is considered
 
acceptable; a rate of 11-20 percent is considered marqinal;

and a rate of 21 percent and higher is
 
considered unacceptable.
 

Although these guidelines are from the United States,
 
these rates have been used in other countries such as
 
Portugal. These rates have also been set to include all
 
services including pediatric cases.
 

E. 	Recommendations to Improve Medical Records
 

What follows are suggestions to improve the quality of
 
medical records at Victoria Hospital in order perform
to 

accurate utilization review.
 

1. 	Include a patient's prenatal sheet (if any).
 

2. 	Include a patient's history and physical (in order
 
to determine the patient's baseline status).
 

3. 	Include a complete doctor's order sheet (except for
 
a printed order sheet for Pitocin drip and occasional
 
medication orders, no order sheets were found).
 

4. 	Include a labor flow sheet.
 

5. 	Improve and include doctor's progress notes and
 
nurse's notes.
 

6. 	Exclude newborn record from mother's record.
 

7. 	Include physician's name or code number in order to
 
perform physician specific analysis.
 

8. 	To alleviate these problems, printed standard sheets
 
might be used, i.e., delivery sheets, order sheets
 
and labor sheets. This would not only improve the
 
quality of the medical records but would also
 
standardize the chart, improve documentation, and
 
decrease the time needed to write in the chart.
 

9. 	Add discharge diagnosis.
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Table C.1
 

Admissions Analysis
 

No. of
 
cases
 
reviewed 


Inappropriateness
 
Rates 


No. of
 
days
 
reviewed 


Inappropriateness
 
Rates 


Total 

Cases 

% (no.) 


100%(50) 


14% (7) 


Uncomplicated 

Cases 


% (no.) 


50%(25) 


8% (2) 


Table C.2
 

Days of Care Analysis
 

Total 

Days 


% (no.) 


100%(55) 


20%(Il) 


Uncomplicated 

Days 


% (no.) 


45%(25) 


4% (1) 


Complicated
 
Cases
 
% (no.)
 

50%(25)
 

20% (5)
 

Complicated
 
Days
 
% (no.)
 

55%(30)
 

33%(10)
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---------------------------------------------------------------

APPENDIX D
 

ASSUMPTIONS FOR CALCULATION OF POTENTIAL REVENUE 
IF ALL PATIENTS AT VICTORIA HOSPITAL HAD PAID FOR
 

SERVICES ACTUALLY RECEIVED FROM APRIL 1986
 
THROUGH MARCH 1987 AT EXISTING FEE SCHEDULES
 

(MAJOR REVE1.UE CATEGORIES ONLY) 

REVENUE CATEGORY: MEDICAL FEES.
 

Medical fee revenues comprise fees received from
 
visits to consultant physician clinics and to
 
casualty officers. Medical Records service
 
statistics report monthly and annual total
 
numbers of visits to "'rasualty" (outpatient 
department], which also; comprises visits to 
consultant physicians onmi to casualty officers. 
The average distribution of visits between these
 
two types of doctors was estimated by calculating 
the total number of visits to consultant 
physicians in October 1987 (N=I00). The total 
number of visits to "Casualty" for October 1987 
was ob:ained from Medical Records (NK2932). By 
subtraction, the total nurUer of visits to 
casualty officers in this month was obtained
 

(N=1847). In summary, 37% of "Casualty" (or OPD] 
visits were to consultant physicians; 6.3% were to 
casualty officers.
 

Next, this distribution of visits was applied to
 
the actual total number of visits to "Casualty"
 

in fiscal year 1986/87 (N734,052). The results
 
were an estimated 12,599 visits to consultants
 

and 21,453 visits to casualty officers. Based on
 
the current official fee schedule in Hospitals
 

(Amendment) Regulations, 1985, No. 56, as applied
 
to these volumes of servji,-es, potential revenues
 
were calculated as follows:
 

# Visits x Fee Total
 

Fees from visits to consultant physicians: 12,599 $25 $314,975
 

Fees from visits to casualty officers: 21,453 $10 $214,530
 

TOTAL POTENTIAL MEDICAL FEE REVENUES: $529,505
 

http:REVE1.UE


------------------------------------------------------------------------

APPENDIX D CONTINUED P.2 

.........................................................................................
 

REVENUE CATEGORY: HOSPITAL FEES
 

Revenues from hospital fees include f-es derived
 

from leboratory tests; accomodation (bed
 
charges); X-ray procedures; services of
 
consultant surgeons and those of anaesthetists
 

attending at operations; and physiotheraphy
 

treatments. Calculation of potential revenues
 

from each of these sources was as follows:
 

(A) IABORATORY TESTS: 

An average fee per test was calculated
 

arithmetically from the offical fee schedule. To
 
avoid overestimation of the ave:'age fee, four
 
types of tests were e'cluded, all with fees over
 
$20: tests done in Jamaica; those done in
 

Barbados; urine titration of numan chronic
 
gonadotropin; and life insurance exams. 
 Total
 
number of lab tests conducted in fisca] year
 
1986/87 was obtained from laboratory records.
 

Potential revenues were calculated as follows:
 

4 Tests x Fee Total
 

TOTAL POTENTIAL LABORATORY TEST REVENUES 
: 60,823 $9.85 $599,107 

(B) ACCOMMODATION: 

Althoagh the fee schedule provides for four
 
different types of accomodation (each at a
 
different fee), Victoria Ho>pital in fact has
 
only two. The Baron (Private) Wing has 9 single
 
rooms and 1 two-person room; for purposes of this
 
analysis, all 10 rooms were considered to be
 
payable at the single room rate of $75.00 per day.
 
The remaining 201 beds are considered ward
 
accommodation, payable at $15.00 per day.
 

Service statistics on the number of patient days 
for each type of bed were ontained from regular 
medical records reports for fiscal year 1986/37. 
Calculation of potential revenues was as follows:
 

# Pt. Days x Fee = Total 

Fees from Baron (Private) Wing: 3148 $75 $236,100
 

Fees from all other beds: 54,089 $15 $811,335
 

TOTAL POTENTIAL ACCOMMODATION REVENUES: $1,047,435
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APPENDIX D CONTINUED P.3 

.........................................................................................
 

(C) X-RAY: 

It is assumed that 75% of all x-ray exams are 
straightforward large films (at $20 each) or mini 
films (at $10 each), or an average of $15 per
 
film. The remaining 25% of x-ray exams were 
assumed to be a mix of more expensive procedures,
 
at an.average of $50 per exam. According to
 
medical records, the total number of x-rays in
 

1986/87 was 8964. The calculation of potential
 
revenues was as follows:
 

# Exams x Fee Total
 

Fees from large and mini films (75% of total): 6723 $15 $100,845
 

Fees from more expensive exams (25% oftotal): 2241 $50 $112,050
 

TOTAL POTENT:AL X-RAY REVENUES: $212,895
 

(D) CONSULTANT SURGEONS:
 

The official fee schedule assigns three different
 
fees payable for the serives of consultant
 
surgeons, depending upon the complexity of the 
operation performed. Data as to the numbers of 
each type of operation porformed in 1986/87 were 
taken from eqular medical records. .he 
calculations of potential revenues were as
 
follows:
 

# Operats. x Fee = Total 

Fees from Major Operations: 741 $400 $296,400
 

Fees from Intermediate Operations: 812 $150 $121,800
 

Fees from Minor Operations: 1089 $50 $54.450
 

7OTAL POTENTIAL CONSULTANT SURGEONS FEES: $472,650 
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APPENDIX D CONTINLED P.4 

(E) ANAESTHETISTS: 

As with Consultant Surgeons, the fee schedule
 
assigns three different fees fcr services of
 
anaesthetists, again depending upon the level of
 
complexity of the operation. Using the same data
 
on i"uber of operations, the calculation of 
potential revenues is as follows:
 

# Operats. x Fee Total
 

Fees from Major Operationi: 741 $150 $111,150
 

Fees from Intermediate Operations: 
 812 $100 $81,200
 

Fees from Minor Operations: 
 1089 $50 $54,450
 

TOTAL POTENTIAL ANAESTHETISTS FEES: 
 $246,800
 

(F) PHYSIOTHERAPHY TREATMFNTS: 

The fee schedule specifies two different fees 
for
 
physiotherapy treatments: 
$10 for simple
 
treatments and $75 for compound or 
multiple 
treatments. Medic-l records do not record 
treatments by this breakdown, but rather by
 
whether they were conducted on an inpatient or an
 
outpatient basis. Accordingly, for purposes of
 
this analysis, it was assumed that outpatient
 
treatments Nere single and inpatient treatments
 
complex. Records from 1986/87 show 5561 total
 
treatments; detail on 
the number of inpatient and
 
outpatient treatments are shown for only 6
 
months, however. Accordingly, the percentage
 
distribution or these two types of treatment
 
t67% out, 33 i in) were applied to the annual
 
total to obtain annual estimates for each
 
category. Calculation of potential revenues was
 

as follows:
 

# Treats. 
 x Fee Total
 

Fees from single treatments: 3726 $10 $37,260
 

Fees from multiple/complex treatments: 
 1835 $75 $137,625
 

TOTAL POTENTIAL PHYSIOTHERAPHY FEES 
 $174,885
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---------------------------------------------------------------

APPENDIX D CONTINUED P.5 

REVENUE CATEGORY: CONFINEMENT FEES 

Revenue from cor.fi.nement fees comprises charges 
for delivery room, for the services of the
 
consultant OE/GYN when in attendance during 
Aabour a:;d delivery (so-called "booked cases"), 
ui doc!. rs ' ee;for aesa-rian sections -

Medical efr -9H6/87 provide data on total 
number a: i' 'as and Caesarian .:ections (as 
wel. as on numb,-r! :" i otable types of 
deliveries). The hospital administrator 

estimates hat 9i * . al deliveries qualify as 
"booked cases" anqd *t.,sproportion was used in 
calculating this componen-t ot potentia. revenue 
from this source. aicuia:ions are ar follows: 

# Delivs. x Fee = Total 

Fees from deli!;ery room charges (all deliveries): 2289 $25 $57,223
 

Fees from "bookea cases (90% of all deliveries): 2060 $200 $412,000
 

Fees from CaEsarian sections: 129 $500 $64,500
 

TOTAL POTENTIAL CONFINEMENT FEES: 
 $533,725
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