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PREFACE

During the past few years, the United States Agency for International
Davelopment (AID) has devoted increasec attention to the ways in which the
organization of health services delivery in developing countries affects
their capacity to finance those health services. In order to explore
innovations in health care financing in developing countries, the Office of
Health in AID’s Bureau of Science and Technology established the Resources
for Child Health (REACH) Project. As part of its strategy, REACH has been
exploring how efforts to decentralize the administration of government
health services serve to facilitate improvements in the financing of those
services, and even in the allocation of resources in the health sector.

Thz Government of Zaire is currently implementing a nution-wide effort
to decentralize its health care system and to provide more autonomy to
local health authorities for raising revenue and determining how it is
spent. The decentralization plan, which began in 1982, seeks to establish
a national health care network of 300 "health zones", including 6,000
health centers, by 1991. The financing strategy being implemented involves
a sharing of costs among the government, donor agencies, and individual
users of the facilities. The government pays base salaries to many of the
zon:s’ personnel. Donor agencies provide a major part of the investment
costs of setting up the zones, as well as some subsidies for operating
costs in their start-up phases. Each health zone is responsible for
deciding on a method for raising the funds needed to pay the long-run
operating costs. In the approximately 150 zones which have already been
established, a variety of reverus-raising methods have been
developed--including prepayment, fee-for-service, and fee-per-episode.

This research report documents the experience of 10 of the first 150
health zones in developing cost-rerovery systems. The selection of these
10 vas dcliberately intended to provide the research with adequate data on
financial ~haracteristics of the zones. They are therefore not
representative of the experience across all zcnes. The research results
do, hovever, provide valuatle empirical evidence on the potential benefits
of decentralization and of varjous cost-recovery methods, and establish a
 basis for recommendations on howv existirg methods can be improved. On

bchalf of the REACH Project. I vish to commend .the professional staffs of
Abt Associates, of the USAID Mission in Kinshasha, of USAID’s Basic Rural
Health (SANRU) project, and of FONAMES, as well as the medical and
administracive staff of the 10 health zones participsting in the stndy.
The results of their collaboration should be helpful to other countries
contenplating solutions to health financing problems similar to those faced
in Zaire.

Alan Fairbank, PhD
Deputy Director
The REACH Project
March, 1987

(The REACH Projeci is a John Snov, Inc. project sponsore” by tne Office of
Health, Bureau for Science and Technology, U.S. Agency for international
Development, under contract number DPE-5927--C-00-5068-00.)
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1. EXECUTIVE SUMMARY

This report presents the findings of the Health Zones Financing Study
in Zaire, conducted during the months of June through October of 1986. The
study was jointly conceived and directed by the Zaire-based SANRU project
and the Washington-based REACH Project, both sponsored by USAID, funding
for the study was provided by REACH. '

The study team comprised seven members: five Zairians representing
SANRU, the Fond National Medico Sanitaire (FONAMES), the Departement du
Plan, and the Project Sante Pour Tous; and tvo expatriates representing the

REACH project and USAID.

The study was aimed at analyzing the health zones’ cost-recovery
systems, and recommending measures to improve the zones’' cost-recovery
capability while at the same time providing adequate health care services.

Ten health zoies were chosen among the best organized in the country
and had relatively successful cost recovery sSystems. In addition,
selection of the zones was made based on a set of criteria such as
availability of informaticn, management style (centralized vs.
decentralized), payment systems (pre-paid, payment per visit, per episode),
accessibility, etc. Field data vere collected through intetvievs of the
zones’ medical and administrative personnel. Financial data for calendar
year 1985 were collected 'in all the zones, although in three of them, the
data vere insufficient to allow analysis. Within each.zone the study-team
members visited several health facilities and the central office.

Major recommendations 'made in this report can be summarized as
follows:

To the Government of Zaire:

-Promote the conrdination of activities.among health care providers
within the zones.

—Provide the zones with additional training programs, especially in
the fields of management and information systems.

_Grant administrative autonomy to the health zones. Avoid the
imposition of fixed administrative schemes.

_Maintain current levels of investment and operating subsidies to the
zones. :

To the health zones’ management:

-Seek participation and coordination of activities of all health care
providers within the zones. .

-Improve the accounting and information systems at all levels.

_Promote the ideas of pre-paid health plans among the population and
providers where management support systems are adequate for this type
of scheme. Seek external advice for this matter.

-Seek external training for the zones’ personnel.

-Hire formally trained professionals in the fields of management and
information systems.



To the donors:

_Maintain current levels of investment and operating subsidies to the
zones.

_Provide management training programs to the zones employees.
Assistance may include gift of microcomputers along with specific
training in management information systems.

_Provide financing for further follow-up studies ai.ng the following
lines:

Further follow-up studies:

-Analyze PRICOR's (Lusamba et al., 1986) data in further detail to
obtain additional information on the demand side of the health system
in the zones.

-Conduct additional studies, similar in nature to PRICOR’s, to
determine households’ pattern of demand for both curative and
preventive services.

_Investigate in further detail the zones' drug policies.

-Study the role played by parallel health care providers-within ‘the
zones.

The main findings of the study are outlined below. Technical terms

employed throughout the report are defined in a glossary at the end of the
document. ‘

Summary of Findings

(1)

(ii)

(iii)

Health zones’ financing of operating expenses: The health zones
which vere studied were able to finance a substantial proportion of
their operating expenses (depreciation excluded) through user fees,
i.e., the sale of health care services to the population. The zone
with the highest self-financing capability was able to recover 90% of
its operating expenses, the one with the lowest 67%, the arithmetic
average for seven of the ten zones being 79%. These results suggest
that Zairian health zones may eventually become financially
autonomous in so .far as their operating costs are concerned.

External assistance for financing the zones’ operating expenses: The
Government of Zaire (GOZ) and non-governmental organizations (NGO’ s)
played an important role in financing (subsidizing) the proportion of
the operating expenses not recovered by the zones. The total
contribution of these two categories of donors to the operation of

. seven of the ten zones totaled 6,800,000 2 ($135,900) in 1985 -and

represented 21% of the average zone’s operating expenses. In
addition to these subsidies, most health zones benefiteu from the
work of expatriate persennel vhose salaries are paid by donors.
Information gathered in two zones reveals that i’ expatriate
personnel vere repldced by Zairian professionals paid by the zones,
the zones' total operating costs would increase by as much as 22X%.

Health zones capital investment level: Health zones invested heavily
in 1985, mainly using subsidy funds. In one zone total investments
represented 42% of its total uses of funds. “Capital investment
subsidies totaled 6,400,000 Z in 1985 and paid for roughly all of the
zones' 1985 investments. Donors accounted for 80X of these



(iv)

(v)

(vi)

(vii)

subsidies, the remaining being provided by the GOZ. The proportion
of the investments financed with the zones’ own funds was regligible.

Financial performance of health centers: In most zones about half of
the health centers had an operating deficit in 1985. Such deficit
was financed either with subsidies from the above-mentioned sources
or by cross-subsidization with the profits of other centers in the
zone that had a surplus.

Pinancial performance of reference hospitals: Inégagzz%%; on nine of
the ten zones revealed that all nine reference he#pitals had an
operating aeficit in 1985. The one with the best performance
recovered 99% of its costs while the one with the worst recovered
only 49%. Deficits were also financed by subsidies from NGO's and’ by
the G0Z, which 'in most zones paid the salaries of a large proportion
of the hospital’s employees. >

Financial situation of the central office: The central office of
most zones had to depend on subsidies to finance its operations.

This results from thé fact that the supervision fees paid by the
health centers .to the central office were set too low. The central
office’s deficit is also the consequence of the fact that some
facilities which benefit from the office’'s supervision have not
agreed to pay supervision fees. The constrained financial situation
of health centers made it difficult for the central office to charge
higher supervision fees.

Capital-cost recovery: If individual health centers were to finance
their own investments - or equivalently, make periodical depreciation
allowances to replace their capital stock- they would need additional
funds equivalent to over 65% of their 1985 average operating revenue.
The similar figure for the average reference hospital is around 14%.

(viii)Magnitude of the zones’ operating expenses and population’s

vix)

(x)

expenditure in health care: The 1985 operating expenses of the zones
varied between 3,034,000 Z ($60,680) and 5,672,000 Zz ($113,440). The
annual per-capita operating expenses of the zones ranged from 35 2
($0.70) to 93 Z ($1.86). The 1985 expected expenditure on health
care of an average person in the facilities of a zone network varied
betwveen 35 2 and 85 4 ($1.70), of ‘which 67% corresponded to
expenditures for inpatient procedures. People’s expenditure in
health care in parallel health systems was not assessed.

‘Health zones’ cost structure: In four of the seven zones that had

complete financial data, salaries were the most important cost
component, and accounted for approximately 50% of the zones’ 1985
operating expenses. In the remaining three zones drugs represented
the greatest share of operating expenses. The maintenance of
vehicles and buildings represented less than 3% of total operating
expenses in six of the seven zones.

Payment systems at the health center level: All zones but one used a
fee per episode of illness payment system at the health center level.
Such a system implies that patients do not have to pay for repeat
visits to the health center until the episode is resolved. Only
three of the zones also included the price of drugs and other
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(x1)

(xii)

ambulatory procedures in the per-episode fee; in the other zones
these items vere paid for separately. In most Zzones, enterprises’
employees and their families receive free care at the zones'’
facilities. A third-party payment system has been established
between the health zones and local enterprises. Fees charged to
third-party payers double on average those charged to private
patients. .

Payment systems at the hospital level: Eight of the ten zones used a
payment system at the hospital level where patients pay fees which
vary according to the quantity and types of medical services
consumed. Two zones have just started pre-paid health plans for
inpatient care. One nf them had- already recruited one third of its
total population in the plan as of June for an annual per capita fee
of 20 Z ($0.33) and an 80% coinsurance (the plan covers 80% of the
total price of the services provided to the beneficiary; the
remaining 20% is paid for by the beneficiary). Third-party payment
systems also exist for hospital care.

Price cross-subsidization between preventive and curative services:
All zones subsidize preventive primary health care (PHC) services.
Estimates made in one zone suggest that the orices charged to the
beneficiaries for pre-natal and pre-school preventive programs were
on average less than one third their real cost in 1985. Preventive |
programs are subsidized at the expense of curative services.

(xiii)Drug policy: Most zones centralize the purchasing of drugs at the

(xiv)

(xv)

(xvi)

central office level. Bvlk-purchase discounts and economies of scale
in the handling of inventories permit the zones o obtain drugs at
lov costs relative to local market prices. This allows many zones to
charge high mark-ups on the drugs to the public. Mark-ups exceed
100% for some products and in some zones the average mark-up is as
nigh as 80%.

Competition: Competition to the zones’' networks exists in most of
the areas studied. In one of them, competitors are estimated to
capture as much as 70X of the zone's total demand for health care
services. The study ceam did not have the chance to collect much
information on competitors and their effect in the zones’ financing.

Indigents: The provision of care to indigents at no charge does not
seem to threaten the financial viability of the zones. In all of
them, the percentage of clients given care free of charge was
estimated to be below 107%. :

Need for personnel training: The management and personnel of all ten
zones expressed a need for technical training, especially in the
fields of accounting, management and information systems. In most .
zones, medical or para-medical personnel perform a large share of the
administrative tasks. Therefore, time must be taken away from purely
medical activities.

(xvii)Lack of planning among providers of the zones’ petworks: The health

networks of most zones are composed of a multitude of different
providers (missionaries, private providers, etc.). The management of
most Zones expressed their concern because their technical



supervision was often not accepted by the providers. They also
stressed the lack of planning wvhen building new facilities or
offering new services.

Ve believe that the financial performance of the health zones can be

improved. The folloving series of recommendations are aimed at improving
the zones’ financial performance. :

Summary of Recommendations

(1)

(iii)

(iv)

()

Demand 'studies: Further theoretical and empirical analysis needs to
be done with regard to the population attitude vis-a-vis different
payment schemes. The work by Lusamba et al. (PRICOR, 1985 is a
good beginning. Understanding population’s behavior with respect to
prices of health care services will help to find the optimal payment
schemes from the viewpoints of both accessibility and cost-recovery.

Health centers’ financing of operating expenses: Many health centers
are unable to achieve financial autonomy in their operations due to
socio-economic reasons which are beyond their control (low popularion
density or low incomes). Cross subsidization among centers within a
zone is a solution to this problem if accepted by the centers’ health
committees. However, if the GOZ wants to promote the concept of
individual health units’ financial autonamy, it ought to provide
financial support to the units that cannot be self-f£inanced in the
medium term. Otherwise, many facilities would have to close and.a
significant part of the population would lose access to health care.

Reference hospitals’ financing of operating expenses: Health zones
should investigate the reasons reference hospitals cannot achieve
financial autonomy in their operating costs. Lov occupancy levels in
some zones suggest that unnecessary overhead may be responsible for
this situation. Overhead reduction and cost control should be
stressed at the hospital level. Prices of services should be
revieved to check whether prices cover variable costs, and which
services can contribute to finance fixed costs.

Central office’s financing of operating expenses: As long as health
centers and the reference hospital are incapable of recovering ctheir
operating costs through user fees, the zones’ central office vill not
be able to finance all its operating costs through supervision fees.
Supervision fees should be propoctional te the health centers’ level
of activity. The reference hospital should also contribute resources
to financing the central office’s costs since the office allocates
resources to the hospital. Thus, we believe that continued subsidies
will have to be provided to the zones in the medium term to finance
the operations of the central offices. :

Pealth zones’ dependence on investment subsidies: We thirk that in
the medium term health zones will have to depend on external support
to build or replace their fixed assets. However, we believe the the
zones' management and that of individual health units should be aware
of the fact that fixed assets need to be replaced and that
depreciation allowances dre necessaiy if the zones ever want to
achieve full financial cutonomy. Each health unit should estimate
and account for depreciation. If possible, the operating surplus of



(vi)

(vii)

individual units should be saved in a capital replacement fund.
Health units should have access to interest bearing savings accounts

for this purpose.

Pre-paid health plans: Health zones vith mature managemei:
irformation systems may devalop pre-paid health plans for both
inpatient -and outpatient services. Such zones should seek external
advice to adcquately define their plans, their managem~ant control
systems and their premium policies. At a first stage, ambulatory
pre-paid plans should be managed individuvally by the health centers
and the inpatient plarn by the reference hospitul. At a second stage,
the zones should offer a unique pre-paid health plan to its
population. Pre -paid plans allov risk-sharing among beneficiaries
and may help to achieve a higher degree of financial performance.

Drugs pricing policies: Health zones should review the policy of
charging abnormally high mark-ups cn some drugs sold to the
population. Preliminaiy data suggest that demand for health care
services may be influencad by the price and availability of drugs.
High prices of drugs may discourage individuals from seeking curative
and preventive care. Research shnuld be conducted to assess the
effects of drugs prices on demand for health care. Such a research
should help determining the appropriate magnitude of mark-ups for

each category of drug.

(viii)Price cross-subsidization betwveen curative and preventive health

(ix)

(x)

(xi)

services: Health zones should keep the price of preventive PHC
subsidized unti) further research reveals the effect of price of
preventive programs on demand. Although preventive programs are
currently subsidized, coverage. of pre-school programs is still low.
Reduction in subsidies could reduce coverage even further.

Prices to enterprises: Health zowes should negotiate reasonable
prices with third-party payers in order to prevent them from seeking
other sources of health care for their beneficiaries. Prices to
enterprises should be determined by marginal cost plus a mark-up to
be negotiated between the zone and the enterprises. Health zones
should also consider offering comprehensive pre-paid health packages
to third-party payers as a possible measure for increasing
utilization of resources and improving financial performance.

Indigents: ‘Health zones should try to minimize the number of

_ services provided free of charge to the population. In most cases,

children shesitd pay for health care. The zones should consider
offering pre-paid plans for children. :

Accounting systems: Health facilities should devote time and
resources to understanding their cost structure and developing
accurate accounting systems. Understanding a facility’'s costs is
essential to formulate financially sound pricing policies.

Managerent information systems: Indivicu.l health units as wvell as
the central management of the zones should also invest resources to
developing financial and technical information systems as a necessaly
step to achieve financial and technical autonomy. The purchase and
use of microcomputers together with formal training in data



processing and informetion systems for the zones’ personnel should be
among the zones’ first priorities. .

(xiii)Subsidies for personnel training: The G9Z and NGO’'s should allocate
a greater proportion of their aid to training programs, especially in
management, accounting, and information systems.

(xiv) Trainiug and hiring policiec: Health zones should train their
existing administrative personnel but, at the same time, they should
consider hiring young professionals, particularly in the fields
mentioned in (xiii) above.

(xv) Zones’' attitud. tovard competitors: The managers of the zones should
be granted more power to enforce the zones' statutes toward parallel
providers. However, the role of competitors must not be '
underestimated. Parallel providers (i.e., those that have not been
granted a permit to operate withir the zones) may play an important
role at filling the gap left by the zones' facilities in some
geographic areas. In addition, parallel providers may be important
to provide competition to. the zones’ health units. This competition
requires health units to remain efficient and to keep prices low.
Research should be conducted on the role of parallel providers and
the population’s perception of them.

(xvi) Health zones’ administrative autonomy: We believe that demographic
and socio-eccnomic differences among the zone: require different
"zones to adopt different administrative schemes, pricing policies,
and health care plans. We think that the zones should be technically
antonomous since the zones’ management is better equipped to solve
their own problems. We encourage the GOZ to provide training and
guidance tu the zones’ personnel, but we discourage it from imposing
uniform and rigid administrative schemes to the health zones.

(xvii)Coordination of activities among providers: The zones' management
should promote the participation of all health care providers and the
population in a unique central committes as a way of promotin
planning and preventing inefficient use of resdurces. :

Structure of the Report

This report is organized as follcuws. Chapter 2 provides an
introduction to the report and describes the events leading up to this
study. This chapter also reviews briefly the findings of related studies
recently conducted in Zaire. The study methodology is described in chapter
3. The findings of the study are presented in chapter 4. In addition to
Tooking at the fifamimg-of the zones the. study analyzes other )
non-financial aspects which 2lso affect the zones’ cost recovery
capability. Non-financial findings are snummarized in sections 4.1 through
4.5. Technical appendices B through G present thesz findings in further
detail. The financial results of the report are discussed in section 4.0
of chapter 4. Technical appendices J through M supplement the discussion
of séction 4.6. An analysis of the findings of the study along with
recommendations are provided in chapter 5.



2. INTRODUCTION

2.1 Background

The question of hovw to assute long- term financial support for basic
health services has come to the fore in recent years in Zaire, as in many
African countries. This has been so for four reasons: (1) the Government
of Zaire (GOZ) and donors have set ambitious goals for improvements in the
quality and coverage of basic health services; (2) the amount of GOZ
rasources available for health is constrained by the recent poor
performance of the Zairian economy; (3) the strategy used during the 1960s
and 1970s where the GOZ tried to finance operating and maintenar:e COStS
failed to assure sustainable long-term basic health programs; and (4) the
ndistance" that the Zairian health service system must travel t:om its
current status to reach the ambitious goals of (1) is great.

The World Health Organization (WHO) at the Alma Ata Conference of 1978
declared a goal of "Health for All by the Year 2000". Zaire has accepted
this goal. The United' Nations Children'’s Fund (UNICEF) has adopted a goal
of universal child immunization by 1990. USAID is urging African countries
to take up the "tvin engines" (oral rehydration therapy {ORT) and
immunizations) of its "Child Survival" strategy. The agreement for USAID's
Combatting Childhood Communicable Diseases (CCCD) project in Zaire set an
objective of reducing infant and child morbidity and mortality by 50
percent by the end of 1986.

Following independence the G0Z attempted to provide health care to the
population at no charge. The health infrastructure. that existed in Zaire
in the 1960s was among the better in Sub-Saharan Africa. However, the GOZ
was unable to allccate sufficient funds to operate the system at full
capacity, nour even to maintain it. Entering the 1980s much of the
population was without physical access to basic health services.

The state cf the Zairian economy further veakens the GOZ’'s ability to
carry out a fully state-subsidized health care strategy. Sirce the mid
1970s Zaire's economy has performed badly; real per capita income has
fallen since 1975. This poor performance was aggravated by the world
recession of the early 1980s and the subsequent decline in the price of
copper, Zaire's most important export. Zaire has been under an
International Monetary Fund (IMF) program since late 1983 and under that
program has begun to make structural changes in the way the economy is
managed. However, the process of economic reform will take time; hence

public resources vill be scarce for some time to come.

To meat its "Health for All" goal 7aire has set out to establish a
nationvide health <. .e network of 30G zones and 6,000 health centers by
1991. Following some pilot studies in the late 1970s and early 1980s,
2aire embarked on the development of the health zone system in 1982. The
1982-1986 Five Year Health Plan called for the establishment of the first
85 zones. ‘

) The financing strategy for the health zores involves a sharing of
costs. Donor assistance for the investment costs to establish health zones
has been arranged, primacily from USAID’'s Basic Rural Healtch (SANRU)
projectz UNICEF, and Belgium’s Sante pour Tous project. The GOZ pays base
salaries to many of the zones' personnel. The zones themselves are



responsible for paying for operating and maintenance costs ( SANRU
subsidizes zone operating costs, on a diminishing basis, during the
"start-up" phase of zone activities). This often includes paying
substantial salary supplements to personnel paid by the GOZ. The necessity
of paying operating costs has meant that the zones have had to begin
charging fees for health care services, or use other means of recovering
costs. Assignment to the zones the responsibility for operating cosic vas
the means to overcome the difficulty of relying on GOZ recurrent resoutrces
to keep the system operating, especially during the expected continuation
of the period of economic difficulty.

The health zones 2. given considerable autonomy in decision making by
the GOZ in both health and non-health matters affecting zone operations.
Hence, zones were allowed to develop cost-recovery schemes to fit local
conditions. The autonomy of the zones permitted them to develop their own
systems but also meant that they received little guidance from the GOZ how
to make cost-recovery systems work. .

In the first fev years of implementation of the health zone Strategy
there was relatively little concern over vhether the zones vere successful
in financing operating costs. The first areas chosen to be.organized into
zones were those where many health activities were already functioning
well. Moreover, start-ip subsidies were frequently given for operating
costs. The initial lack of concern changed for several reasons. As the
establishment of zones progressed, the new areas organized under the
strategy vere progressively less well-functioning before the establishment
of the zone system, hence their abilities to organize cost-recovery systems
became more and more doubtful. The start-up subsidies of operating costs
of the first zones established began to diminish and some of the zones
began to report difficulty in paying for operating costs. Elsevhere the
GOZ was not meeting its obligations to pay an. increasing share of the
operating'costs'of the CCCD project, so it began to look toward
cost-recovery as a means to support some of those costs as an alternative

to GOZ budgetary allocations.

This situation led to recommendations in the first evaluation (1984)
of the CCCD project that chloroquine for the treatment of malaria and oral
rehydration salts (ORS) for treatment of diarrhea be sold by the
implementing GOZ agency, the Expanded Program of Immunization (PEV). This
policy would lead to assured financing of resupply of these
pharmaceuticals, biit could not assure that the associated costs of fuel and
maintenance.of cold-chain equipment and vehicles for supervision would be
paid for. Such costs more logically would be paiéd for by zones out of
general cost-recovery receipts. The second CCCD evaluation (1985) found
that zones were using a variety of systems with varying success to try to
recover costs sufficient to pay for the needed supervision of activities
and cost of maintaining the cold chain. The evaluation reccmmended that a
study be made of the systems in use where the zones seemed to be relatively
successful at recovering such costs. The objective of the study would be
to recommend io zones facing difficulties how to organize more successful
cost recovery =2fforts.

The basic document (project paper) of the 1986-1992 Basic Rural Health
I1 project (USAID’s follow on to SANRU, known as SANRU II) stated that the
experience of SANRU had shown that it is rare that zones' user-fee receipts
cover all recurrent costs. Thus, the SANRU II project planned to assist



the GOZ to research improvements in the zones' financing systems in general
and specifically in improving user-fee systems, training of zonal chief
medical officers in cost-recovery methods, and in researcning how to
minimize the costs of service delivery.

Finally, in 1985 USAID's Science and Technology Bureau created the
Kesources for Child Health (REACH) project to provide technical assistance
to USAID country missions and host governments in the area of health-care
financing. Under a request from the CCCD project in Zaire, Reach planned
the present study of health zones financing. SANRU took an active role in
assisting with the study in the form of personnel and logistical support.
cccD and PEV provided technical guidance. It is hoped that the results of
the present study will be used in the development of the materials fecr
improved training of zone personnel in cost-recovery methods. It is also
hoped that the necessary resources to pay for basic health services for the
people ot Zaire wvill be raised, in part, as a result of the conclusions of
this study.

2.2 Overview of Previous Health Zones' Financing Studies in Zaire

Several studies have been conducted in recent years to assess the
magnitude of the Zairian health zones’ investment and operating costs-and
the zones’' cost-recovery capability. Some of the findings of these studies
are summarized below.

The 1985 SANRU II Project Paper estimated the investment and recurrent
costs associated with the project of creating 50 rural health zones in the
country vith a total of 520 new health centers. The paper anticipated that
ewternal donors would play a major role in financing the construction and
replacement of capital goods, vaccines and contraceptives. The authors
estimated that the GOZ and the beneficiaries would split the bulk of the
operating costs which wvere estimated at $0.39 per beneficiary by 1993. In
addition, beneficiaries would have to pay $1.00 per episode of disease for
medicines. The burden on the GOZ budget after the end of the project in
1993 was estimated to he $750,000 per year.

A 1983 PRICOR study by Marty Pipp looked at investment and operating
costs of ten health centers in six rural health zones. Without including
the investment costs of the buildings, Pipp estimated the remaining annual
investment costs to be 506,000Z in the central office of a zone and
6,500-14,000 Z in a health center (25 2 = $1 in 1983). With regard to
operating costs, the author estimated that the central office would cost
25,000 Z per year and each health center 10,700-53,800 Z. Health centars’
operating costs were found to vary significantly depending on their
geographic location, reflecting variacions in local prices of inputs. On a
per-capita basis (population within service area used as denominator),
health centzrs’ operating costs were found to vary between 14Z ($0.36) and
37,2 ($1.48) in the zone vith the highest input costs.

A 1985 repor: by M.G. Kishmir, consultant for the Departement du
Plan, discussed the role that the GOZ could play at financing health zones’
operating deficits. The author proposed the use of cost-effectiveness
analysis to determine whether the GOZ should invest its funds in health
zones or allocate them toward other projects vith higher social .
profitability. Kishmir recommended that if the GOZ were to allocate fuuds
to financing health zones’ investments, priority should be given to
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personnel training activities. Finally, tue author commented on the fact
that some previous health zones financing studies had revealed that the
zores were not providing for the replacement of fixed capital; health
zones’ prices reflected only a portion of their full operating costs.

The 1984 Financial and Econcmic Evaluation of the CCCD Project by
Marty Makinen concluded, among rther things, that the direct costs of oral
rehydration therapy and distrioution of chloroquine could be self-financed
through user fees. The direct costs o’ immunizations, hovever, could not
be totally financed by users and external subsidies were needed. The study
also concluded that there was little possibility of recovering capital
costs through user fees. ’ .

A paper published in 1984 (Kasongo Project Team, "Primary Health Care
for Less Than a Dollar a Year", World Healch Forum, vol. 5, 1984) looked
at the recurrent costs of a primary health care project started in 1972 by
a team of Belgian and Zairian medical persunnel in the Kasongo zone. The
paper concluded that annual recurrent costs of providing preventive and
curative health services to the zone’s population varied between $0.55 in
more rural areas and $0.67 in the main town, per inhabitant covered. The
population was able to cover between 34 and 57% of the operating costs
6-rough user fees. The annual operating costs of a health center ranged
from $5,500 to $6,700.

Another PRICOR study conducted between 1983 and 1986 (Lusamba, Baer,
Munkatu, Lokangu, Greenberger and Pipp, "Community Financing of Primary
Health Care in the Republic of Zaire') assessed the operating costs of
health centers and investigated people’s response to two payment
mechanisms: a fixed payment per episode of disease and a fixed payment per
visit plusc variable fees for drugs. The study was conducted in five rural
health zcnes and in two health centers vithin each zone. The study
concluded that the average recurrent cost associated with an episode of
illness was $1.41. Of the ten centers analyzed, five vere required to
change their payment schemes (experimental centers) vhile the rest kept
their existing schemes (control centers). Four of the five experimental
centers switched from a payment per visit to the per-episode payment
scheme; the fifth did the reverse. The results failed to demonstrate
increased utilization of curative services under the per-episcde scheme, as
originally hypothesized by the authors; utilization of preventive services,
hovever, showed an increzse. The authors justified the failure of health
centers to show greater utilization of curative services under the fee
per-episode system on the negative attitude that health personnel had
tovard that system. The authors also conciuded that the average number of
visits per episode of ditease was greater under the payment per episode
system than under the payment per visit one.

Finally, a paper by Franklin Baer ("Planning Primary Health Care
Resources for Zaire, paper presented at the National Council of
International Health Conferznce, June 2-5, 1985) estimated the magnitude of
the financial resources required to develop and operate a health zone in
Zaire. Baer estimated the annual total operating costs of a health zone to
be $185,500, of which $110,000 would be health centers’ costs {20 centets),
$48,560 would be the reference hospital costs and $27,500 the costs of the
zone’s central office. Total initial investments were estimated at
$470,000 per zone, of which $260,000 corresponded to health centers,
$123,400 to the reference hospital and $86,600 to the central office.
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The results of this study confirm vhat the SANRU 1I Project Paper had
anticipated, namely that donors would finance most of the zones’
investments costs. The results shov that most of the zones’ recurrent
costs (70%) are financed vith the zones’ own revenue. The GOZ and donors
contribute each about 15% of the zones’ recurrent costs. This contrasts
with the SANRU II Paper’s predictions vhich assumed that the GOZ and the
beneficiaries would split the bulk of the recurrent costs. The 1985
average annual operating costs of the central office and of a health centel
were 480,000 Z and 66,000 Z, respectively. The PRICOR study (Pipp, 1983)
estimated these figures to be 25,000 Z and 10,700-53,800 Z, respectively.
vhile the study vields operating costs of health centers comparable to
PRICOR’s, the costs of the central office estimated by PRICOR are
substantially smaller than tnose obtained in this study. Differences may
be explained to ¢ large extent by the price inflation betwveen 1983 and 1986
and also by the size of the zones chosen in both studies. Health centers’
operating expenses on a per-capita basis (using population covered as
denomitor) vere found to vary between $0.26 and $0.74. PRICOR's estimates
vere $0.56-$1.48. The total recurrent costs of.a zone were, on average,
.$80,000, less than half the amount projected by Baer in the paper referred

to above.

3. METHODOLOGY

3.1 Study Team

The study team was made up of seven members whose names are listed on
the front page of this document. 1In addition to those listed, Dr. Mputu
Yamba from the Departement du Plan-also participated in the preliminary
group meetings in Kinshasa and visited the health zone of Sona-Bata.

The institutions participating in the study vere the following: the
Project de Svins de Sante Primaires en Milieu Rural (SANRU), which is a
Za,.2-based project sponsored by the United States Agency for International
Development (USAID); the Washington-based Resources for Child Health
(REACH), also a USAID-sponsored project; the Fond National Medico
Sanitaire (FONAMES); the Departement du Plan; the project for the
development of urban health zones, Sante pour Tous, co-sponsored by the
governments of Zaire and Belgium; and the United States Agency for
International Development, Kinshasa.

3.2 Duration and Phases of the Study

. ~ The study lasted 14 weeks, from June through October of {986, and was
structured as follows:

o Zaire: 2 veeks: Group meetings in Kinshasa: préparatioh of
survey questionnaires; discussion of
methodology; selection of health zones;

4 weeks: Visit to 10 health zones: field data
collection. ’

4 weeks: Write-up of field reports: preliminary
analysis of field data; write-up of field
reports; write-up of preliminary final report.

In the U.S.: 4 veeks: Write-up of final report
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The team split into two groups of 3-4 members each, and each group
visited 4-5 different health zones. Field visits lasted from 3 to 5 days
plus 1 day of travel.

Within each health zone, the team members visited the following units:
the reference hospital, two or three health centers and the central office.
In several zones, they also visited a reference health center and health

posts.

3.3 Health Zones Selection Criteria

As of June, there were approximately 150 operational health zones in
2aire. Resource and time constraints permitted the study to be conducted
on a sample or ten of them. These zones were chosen by a panel of Zairian
experts from SANRU, Sante Pour Tous, Fonames, and other institutions. The
ten zones selected were among the best organized in the country, and with-
relatively successful cost-recovery systems. In addition, the zones were
selected to observe variety in terms of the following characteristics:

_Type of organization (e.g. centralized vs. decentratized)

-System of payment for health care services (pre-paid, payment per
visit, per episode)

-Availability of informaticn

-Accessibility

-Geographic diversity

-Relative importance of different sources of financing (internal
vs. external) .

-Rural vs. urban setting

A list of the zones chosen follows:

-Bibanga, Kasai Oriental
-Bokoro, Bandundu
-Bvamanda, Equateur
-Dungu, Haut Zaire
-Kalorda, Kasai Occidental
-Kaniama, Shaba

-Kikimi, Kinshasa

-Kindu, Kivu

-Kirotshe, Kivu
-Sona-Bata, Bas Zaire

. 0f the ten zones above, B are considered to be rural vhile Kikimi and
Kindu are classified as urban and semi-urban, respectively. All nine
regions of the country vere represented in the sample.

A map of Zaire showing the boundaries of the 300 health zones and
highlighting the ten zones visited is shown on the following page.
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3.4 Data Collection and Analysis

As described earlier, the study focused mainly on the cost-recovery
systems employed by the zones. Thus, data collection vas concentrated on
financial and utilization information, described below:

-prices and payment mechanisms used
-sources and uses of funds
-operating and capital expenditures
~utilization of services

Cost recovery can also be influenced by a variety of other factors on
which data were also gathered:

-demographic and sccio-economic conditions

-types of services offered by the zones and competitors
-physical facilities and equipment of the zones and competitors
-administration and management '

The irformation was collected through personal interviews between
group members and the zones’ technical stafts. The intervievs wvere
conducted based on a set of questionnaires (see questionnaires in aggendix
A).

3.5 Field Reports

During the month of August, a case-study report was prepared on each
of the ten zones visited. The reports describe in detail the information
‘gathered in each zone, as indicated previously. The reader interested in
detailed data is referred to the case-study reports, which are contained in
a separate volume.

3.6 Criteria for Collection and Analysis of Financial Data

Financial data were gathered to determine the following:

-absolute and relative magnitude of the operating expenses and
investments made by the zones during 1985 (overall and by type of
functional unit)

—absolute and relative magnitude of the financing sources of operating
expenses snd investments for the zones and their units

-cost strycture of the zones and their units

-mechanisms employed by the zones to establish their pricing systems and
relationship with actual production costs

-average per capita cost of health care broken down by service category
(drugs, inpatient and vutpatient; preventive and curative procedures)

Financial data were collected for calendar year 1985.

Some methodological details follow:

(i) Investments made beiore 1985: Because of the limited time and
the lack of accurate information, the cost of investments made
before 1985 were neither estimated nor recorded during the study.
The replacement value of previous investments is important,
hovever, because it permits the addition of a depreciation
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(ii)

(iii)

component to a zone’'s operating expenses. The findings of the
Table Ronde sur les Soins de Sante Primaires (Departement du
Plan, December 1984) have been used to estimate the cost of
building fully furnished hospitals and health centers in Zaire.
Investment costs werve used to assess the zones’ ability to
finance their investments and to make depreciation allowances to
replace their capital stock.

Investments made during 1985: All investments made during 1985
were recorded and costed by the interviewers. Such information
vas collected to assess the current volume of investment taking
place in the zones visited, and how this investment is
distributed among the functional units of the zones.

Direct subsidi=s received by the zones in 1985: Health zones
receive subsidies from two main sources: the Government of Zaire
and donors, such as foreign governments, dom2stic and foreign
agencies, and private institutions and individuals
(non-governmental organizations (NGO’s)). In addition, subsidies
are mzde in at least three forms: in cash, in kind, or in
services provided at no cost. In this study, subsidies in cash
made in foreign currencies were converted into local currency at
the officia) exchange rate. The value of subsidies in kind was
estimated using local prices of the same or comparable goods.

Subsidies were classified according to the way they were used by

_the zones. The subsidies that were employed to finance the

operations vere called operating subsidies. Those used to
finance the investments were classified as investment subsidies.
This last distinction is important, as will be shcwn in
chapter 4. ;

The value of subsidies in the form of services vas estimated in
the study. The salaries of the personnel working in the zones
but being paid by external entities fall into this category. Tvo
types of subsidies made in the form of salary payments vere
considered:

(a) salaries of government employees. This category included
all salary payments made by the GOZ for zone personnel.

(b) salaries of foreign institutions’ employees working in the
zones. A number of foreigners work in the health zones
visited by the study group, their salaries being paid by
different sponsoring foreign institutions. These -
professionals are paid salaries which are substantially-
greater than those of their zairian counterparts. In the
absence of foreign euployees, health zones would have to
hire Zairian professionals and pay them normal domestic
salaries. Thus, the value of this subsidy vas considered
to be that of the salaries that would be paid to Zairian
professionals if they were to perform the work of the
expatriates.
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Some zones benefit from the work of voluntary personnel, such as
Peace Corps volunteers. The value of the services provided by
such volunteers was not counted as part of subsidies to zone
operating costs since those services usually involve special
projects or activities wvhich will end with the volunteers'’
departure. The value of work performed by missionaries was not

counted as an operating subsidy either.

Finally, the lower import duties granted by the GOZ to drugs or
other types of foreign goods imported by the zones may also be
considered as a subsidy. However, the study group was unable to
estimate the value of this type of subsidy due to lack of
information.

(iv) Quality of the field data: The availability and reliability of
the field data varied greatrly among the ten zones. Data
availability and quality were better in more mature zones and
less adequate in newer ones. Information was also incomplete in
the zones where the central office controls only a portion of the
facilities of the health network. Thus, the study group was
unable to reconstruct combined 1985 financial reports for the
zones of Bibanga, Kalonda and Sona-Bata. In addition, the
financial reports of the complete set of health centers and of
the zones vere estimated based on sample data for the zones of
Dungu and Kirotshe. :

(v) Health centers financial data: Health zones employ different
criteria to classify their facilities into reference health
centers, health centers, and health stations. In order tc avoid
confusion and to simplify the analysis, the study group decided
to combine the financial data of these three categories of health
units into one single category, referred to as health centers.

(vi) Health zones'’ functional units: In order to facilitate the
exposition and interpretation of the financial data, the study
" group decided to consider each health zones as a set of three
functional units: (1) the central office; (2) the reference
hospital; and (3) the set of health centers.

(vii) Exchange rates: Most of the zones’ financial data are presented
’ in both zaires and U.S. dollars. Throughout the report,
. * financial information is presented specifying (a) the year and
* (b) the currency (zaires or dollars). The average exchange rates
used in the report were 50 zaires per dollar in 1985 and 60
zaires per dollar in 1986.

4. FINDINGS

This chapter presents all the major findings made by the study team
during the field visits to the ten health zones. The chapter is divided
into six sections. Sections 4.1 through 4.5 briefly review the salient
facts pertaining to the non-financial findings of the study. Additional
information regarding these aspects is provided in appendices B-G.
Financial findings are presented in section 4.6.
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4.1 Health Zones’ Demographics

Basic demographic data for the ten zones a-re presented in Table B.1 of
appendix B.

Average population density fer Km2 varies from 5.8 to 125 among the
studied rural zones. Densities within zones also vary greatly. Higher
density allows the provision of coverage with fewver health units. However,
accessibility must also be taken into account, as found in the Mitumba
Mountains region of the Kirotshe health zone. The scattered rural
populations in villages of 250 to 1500 people necessitates that a single
health center cover several villages to be able to spread fixed costs
sufficiently to hold down user fees. Low density areas make complete
self-financing of individual health centers impossible..

4.2 Socio-economic Information

In most of the rural health zones visited, subsistence farming is the
main economic activity. Commercial farming (coffee, manioc, corn)
generz.ly constitutes the most important source of cash revenue. In the
zones of Kalonda and Bibanga, the diamond trade is important. Additional
important sources of revenue of some zones are the breeding of cattle
(Bibanga, Kirotshe) and fishing (Bokoro).

Health zones’ personnel estimated that, in addition to the goods
produced and consumed by the families (food), average monetary revenue in
rural health zones is about 1,500 Z per month ($25) for a family of 6-8
people.

The urban zone of Kikimi has the greatest percentage of its labor
force in wage employment, the main employers being government and private
transportation companies, textile industries, the army and breweries.
Despite the presence of these firms, survey$ conducted in the health zone:
of Kikimi in 1985 revealed that 35.5% of the heads of household in Kikimi
were unemployed. S

The cyclical nature of agricultural activities translates into an
irregular cash flow. In all ten Zzones, payments for health services must
be made in cash. The shortage and uneven availability of cash presumably
limits the ability of households to pay for health care services although
the extent to which this is true was not investigated by this study.

Some available local information, however, provides clues that may
help understand the way in which the availability of money affects
individuals’ demand for health care. A recent survey conducted in the
health zone of Kikimi (Gerniers and Zola Ngindu, 1985) indicates that 87%
of the people vho become sick and who do not seek care justify their
attitude on the lack of financial resources.. Some preliminary tests on the
data from the PRICOR I survey (1986) reveal that a significant difference
exists in socio-econemic status betveen the people who decide to be treated
when sick and those who do not, the socio-economic index being lower in the
latter category.
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The demand for care is lowest during planting and harvest times, wvhen
adults are far from more populated areas where health centers and posts are
usually located. Further, in the health zone of Dungu, heads of households
live away from their main home during planting and harvest times.

Children, especially those of school age, are left alone, unattended,
without monetary resources and more vulnerable to illness. Health
authorities in Dungu have decided to provide free of charge to all children
aged 0-4 preventive, ambulatory and inpatient services. This decision has
severely affected the zone’s cost recovery capacity, especially since
children aged 0-4 represent around 20% of the total population of the zones
and probably account for a higher share of the total demand for health
care.

Industries exist in several of the health zones. Although in general
they employ a small proportion of the total vork force of the zones, they
contribute substantially to the revenue of the health units. This aspect
is discussed in more detail later in sections 4.3.1, 4,6.5, and 5.1.7.

4.3 Administrative Structure of the Zones and Management Systems

A description of the zones’ administrative structure and management
systems can be found in appendix C. All of the zones studied conform
roughly to the system-describea in the appendix. Major differences found
vere the way supervision fees are set, pricing of drug supplies, and
whether referral fees are charged within the zones.

4.4 Infrastructure, Providers, Ownership and Services Offered in the Zones'’
Health Facilities

A description of the types of health units of the zones, their
personnel and the health care services provided in each zan be found in
appendix D. Basic information and analysis on the health zones’ medical
Tnfrastructure and the ownership of health facilities is presented in .
agqendix E. This section summarizes the salient facts of appendix F vhich
describes the types of providers within the health zones.

Providers within a zone can be classified into two categories: those
that have been approved and are supervised by the central cffice, and those
that do not meet these conditions. . The first category of providers are
referred to as providers of the zone's network. Facilities that belong to
the second category are called parallel providers.

Parallel providers capture a significant share of the demand for
health care in most zones. ‘' In many cases, this competition hinders the
ability of the facilities within the zone's network to become completely
self-financed. '

7airian enterprises are obliged by law to provide free health care to
their employees and their families. Many firms operate their own health
units to meet this requirement. Others have contracted with the zone’s
central office to have the facilities of the network provide health care to
the firms’ beneficiaries. Fees charged to enterprises by the facilities of
the zone network wsually exceed those charged to private patients.
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4.5 Utilization Statistics

Basic indicators of health care utilization and coverage can be found
ir table G.1 in appendix G. Analysis is also provided in the text of that
appendix. A summary follovs:

Average annual utilization of curative services in the zones’ networks
range from 0.29 to 1.36 nev episodes per person. This understates the
total number of episodes treated at all facilities, since use of parallel
providers is nci accuunted for. The average number of visits made to zone
health facilities per episode of illness ranges from 3.4 to 4.3, based on
data from Bvamanda and Bokoro.

High rates of participation (greater than 90 percent) in pre-natal
clinics were reported in Bwamanda, Kaniama, and Kindu. In most of the
zones where data were available, participation rates in pre-natal clinies
exceeded those in pre-school clinics.

Poor data quality on inpatient service use makes systematic
comparisons impassible.

4.6 Health Zones Financing

This section presents che study’s financial findings. A summary of
the main results follows.

The studied health zones were able to pay for a significant proportion
(over 70 percent) of their 1985 operating expenses through cost-recovery
receipts. The GOZ and donors contributed with equal shares to pay for the
remaining operating costs. Virtually all investments made by the zones
were subsidized, primarily by donors and to a lesser extent by the GOZ.

The central office of most zones had to depend on operating subsidies in
1985. Also, many reference hospitals were underfinanced in their
operations. In some zones cross-subsidization took place among health
centers, those having an operating surplus subsidizing the ones with a
deficit. The central office played a major role in allocating those
subsidies. In most zones charges for inpatient care are set depending on
the types and amounts of services provided. Two zones have started
pre-paid inpatient plans. The majority of the health centers have a fee
per episode of illness payment system. In only two zones, drugs are also
included in such a fee. Many zones have established ad-hoc price
categories based on patients’ socio-economic status. Finally, many private
and GOZ-owned enterprises that operate within the zones have arranged with
the central office to obtain health care for their beneficiaries. Fees
charged to enterprises are generally higher than those of private patients.
Fees charged to enterprises represent in some cases an important source of
revenue for the zones. :

The remainder of this section is organized as follows. The magnitude
of the zones’ 1985 operating expenses is presented in section 4.6.1. The
zones’ ccst structure is discussed in section 4.6.2. In section 4.6.3 an
analysis is made of the zones’ Iinancing sources of operating expenses.
Section 4.6.4 presents the magnitude of the zones’ investments. Finally,
section 4.6.5 describes the pricing systems employed by the zones.
Appendices H and I present the zones’ sources and uses of funds statements.
Appendices J and K provide information on sample prices of health services
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charged by the zones and on population’s expenditure in health care,
respectively.

4.6.1 Magnitude of the Zones' 1985 Operating Expenses

Part of the analysis that follows is based on the zones’ statements of
sources and uses of funds for calendar year 1985 (see detailed sources and
uses of funds ‘statements in appendix H and condensed statenents in eppendix
I). Such statements were constructed by the study grouy ts allow the
cemparison of financial information among zoncs.

Table 4.1 shows the 1985 per capita operating expenses of the zones
adjusted by population coverage (percentage of the population of a zone
living within health areas). Per capita operatiag expenses, as computed in
table 4.1, cannot be compared among zones from the viewpoint of efficiency;
adjustments need to be made for factors such as regional price indices,
utilization and quality of the services provided.

The zones' operating expenses varied from 3,034,143 2 ($61,000) in
Kikimi to 5,672,612 Z ($113,000) in Dungu (see appendix H). On a per
capita basis expenses ranged from $0.70 in Bokoro to £1.86 in Dungu, as
shown in table 4.1. These expenses include all the salaries of the zones’
employees, drug consuinption, payment of services, transportation, fuel,
offize supplies, maintenance of buildings and equipment and miscellaneous
expenses. Two categories of expense are excluded from the above: 1) the
depreciation of the health zones’ existing assets and 2) the salaries of
the expatriate personnel. The magnitude of these two cost. categories is
estimated in chapter 5.. Tectal per capita uses of funds varied from $0.84
in Bwvamanda to $2.17 in Kaniama as shown in table 4.2.

Table 4.1

Unadjusted Per Capita
Operating Expenses
Seven Health Zones{*)
1985
Bokoro Bwamanda Dungu Kaniama ¥ikimi Kindu Kirotshe

Total Oper. Expenses
(th.1985 zaires) 3,743 3,273 5,672 5,308 3,034 4,314 4,657

Total population (thous)108 114 121 79 84 105 20Q

"Population coverage .
(X of pop. in hth.areas) 99% 75% 50% 74X 74X 74% 60

Popul. covered (thous.) 107 86 61 s8 62 78 120

Unadjusted per capita

operating expenses

(denominator=pop.covered) '
1985 zaires 35.0 38.1 93.0 91.5 48.9 55.3 138.8
1985 dollars 0.70 0.76 1.86 1.83 0.98 1.10° 0.78

(*) Data not available for the zones of Bibanga, Kalonda and Sona-Bata

21



Table 4.2

HEALTH ZONES
UNADJUSTED FER CAFITA
STYATEMENT OF SOURCES

AND USES OF FUNCES
(1985 dollars)

- s - - . T S A = - S G . D D /3 S R S A D D D G - D M e S R e D e e - - - -

'Eiban!Boro !Bwa- ilungu!kalon!Kamaikibi-iKinduikirctiiScna
i ga | ro imandai i da | ma 1 m ! she iBava

SOURCES OF FUNDS | ) : ' i ! ' ' ! '

TOT.OPER. REVENUE! ' ' i ' ! ! H ' '
Central Office na '@.02 !9.00 !2.00 i9.20 '9.00 Q.00 10.Q4 10.0Q0 iG.e<
Healih Centers | na !0.42 i@.31 10.71 ¢ na i@.56 10.30 i10.36 i10.4G ! ne
Reference Hosp.! na 10.22 i10.20 !0.79 ;@.81 11.@2 i@.45 10.39 12.22 1 na
Total ! na !0.63 !2.5) {1.50 ! na !1.57 10.74 10.79 10.62 | na

| ] ! ] ' ! ! ' ! ]

SUBSIDIES 1 ! ; ] i ! - ] A N
602 ‘ '\ na '0.02 '0.03 !2.16 ¢ na Q.14 !0.70 :0.16 10.20 ' na
Private Donors ! na !©.24 !9.30 i0.5¢ ! na 10.46 10.086 10.20 12.28 | na

Total ! na !9.26 i0.23 !0.66 ! na {0.50 i10.93 10.35 Q.28 ! nra
TOT.SOURCES FUNDS! na !0.59 !0.84 !2.!'6 ! na iZ2.17 11.72 11,15 10.92 i na
H ] ) : ' ! ! ! ' !
USES OF FUNDS ' } ' ! ' ' ' ] ' !
AEESEEREEREREE H H ! ! } H } H H H
TCT.0PER.EXFENSES! i ' ' { ! ' ; ' '
Central Office | na !0.28 10.08 iQ.17 0.7 i10.00 i0.17 :10.20 10.05 13.85
Health Centers ! na !0.33 !0.26 i0.74 | na i2.62 10.37 10.35 i12.34 | na .
Reference Moss.! na 1@.23 !€.42 i0.95 i0.56 i1.15 !@.46 :0.55 i0.33 : no
Total na !0.70 18.76 11.86 na {1.83 !0.99 i1.}1 10.78 na

ToTRL INVESTMENTS! H
Central Office | - na |

@.01 2.00 !10.195 !0.00 !0.15 10.20 Q.00 :0.0C4

Health Centers na 10.07 10.08 !90.2 na !9.34 10.57 10.04 12.14 | nea
Reference Hosp. na !0.038 !0.00 :0.03 !0.00 !0.00 10.00 10.0C @.00'3 na
Total !\ pa 1©.17 ¢.08 '0.32 ! na 10.34 10.72 !0.04 2.14 1 na
TOTAL USES FUNDS | na !0.37 10.84 i2.16 ' na 12,17 11,72 1,15 i10.9) | na
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4.6.2 Health Zones’ Cost Structure

The 1985 cost structure of the health zones was as follows (see
appendices H and I for details):

Table 4.3

Health Zones’ Cost Strucrure
1585
(percen‘ages)

Bokoro Bwamanda Dungu Kaniama Kikimi Kindu Kirotshe

COST CATEGORY

Salaries , 37% 40% 56% 36% 26% 53% 50%
Drugs and | :

medical supplies 457% 33% 28% 427 30% 25X 26%
Maintenance of .

vehicles and btldgs. 1% 12% 1% 3% kY4 1% 1%
Fue. and lubricants 5% 5% 4% 0% 5% 3% 7%
Office supplies : . _
and miscellaneous 13% 10% 10% JBZ 37% 19 16Z
Ttl. oper. expenses 100% 100% 100% 100% 1002 100% 100%

(*) Data not available for the zones of Bibanga, Kalonda and Sona-Bata

In 1985 salaries represented between 26 and 56% of the zones’ total
operating expenses. The low figure of 26% in Kikimi may be explained by
the presence of an above average number of expatriates, vorking directly or
indirectly for the zone; whose salaries are not accounted for in the above
exercise (see section 5.1.8 for discussion of expatriates’ salaries). If
Kikimi is excluded from the sample, salaries range from 36 to 56% of
operating expenses.

Differences in relative magnitude between drugs and salaries among the
zones may be explained by different levels of drug availability and also by
differences in the output-personnel ratio.

The zones’ overall average cost structure is depicted in figure 4.3,
The zones' average cost structure for the reference hospital, central
office and health centers are shown in figures 4.2, 4.4 and 4.5,
respectively.

The central office seems to be the most labor intensive of the three
functional units of the zones (i.e., reference hospital, health centers and
central office), as shown in figure 4.4. The importance of the fuel and
lubricant expenses at the central office level reveals the nature of its
supervisory role, vhich requires frequent trips to the health facilities.
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Fi1%ure 4.4
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At the health center level, drugs are the largest cost component
vwhereas in the reference hospital, salaries are the most important one,
followed by drugs and medical supplies.

4.6.3 Health Zones’ Financing of 1985 Operating Expenses

Data on seven of the ten health zones visitad by the study team
indicate that on average the zc-es were able to finance 79X of their
operatinz expenses with their cperating revenue (i.e., sale of health care
services to the population). Table 4.4 presents the financing sources of
operating costs for the seven zones in terms of percentage of the costs.
The sources have been broken down into three categories: operating
revenue, GOZ subsidies and private subsidies.

Table 4.4

(Operating Costs
Financing Sources
Seven Health Zones(*)
1985

(percentages(**))

Bokoro Bwamanda Dungu Kaniama Kikimi Kindu Kirotshe

-——— - - - ——— - [ e —— - ——-— = - -

SOURCES OF FUNDS
Operating revenue 90% 67% 80% 86X 75% 72% 79%

GOZ operating
subsidies 3% 4x 8% 8% 17% 14% 26%

Private operating ,
subsidies 9% 32% 11% 6% -9 14X 3%

- ——— - ——— . — - - R - e En A -

Total Oper. Costs 103X 102%  100% 100% 100 1002 108%

(*) Data not available for the zones of Bibanga, Kalonda and Sona-Bata

(**) The sum of the percentages exceeds 100% in some zones because the
operating subsidies exceeded the zones’ 1985 need for operating funds. In
those cases, the zones used the excess funds to finance 1985 investments or
1986 operations.

Table 4.4 shovs that the zones of Bokoro and Kaniama were the ones
with the greatest nperating financial autonomy in 1985. 1In Bokoro, the
population financed 90% of the zone’s operating expenses through payments
for health care services. In Kaniama, the comparable figure was 86X. Of
the seven zones, Bwamanda and Kindu were the ones with the highest
dependency on operating subsidies.
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The zones of Kirotshe and Kikimi received a relatively high operating
subsidy from the GOZ in 1985. 1In Kirotshe, the bulk of the GOZ subsidy
vent to .he CEMUBAC Hospital (*), to pay the salaries of most employees as
vell as some in the central office. Kikimi is a zone vhich receives a high
governmental subsidy for both its operations and investments through the
project Sante Pour Tous, a bilateral project between the GOZ and Belgium.
Bwamanda’s operations are highly subsidized by the CDI (**), a Belgian
project started in 1966 by Catholic missionaries to promote the economic
development of the region.

Operating subsidies by the GOZ are mostly in the form of salaries to
government employees who wvork in the health zones. The total operating
subsidies from the GOZ to the seven zones above was of 3,450,000 Z in 1985
($68,967), one third of which vas received by the zone of Kirotshe.

Operating subsidies by donors consisted of cash, drugs, and medical
supplies consumed during 1985. Among the major private donors of the seven
zones were the Cooperaticn Belge, the Belgian project FOMETRO (*#**), the
CDI (in Bwamanda), the USAID-supported project SANRU, and the bilateral
project Sante Pour Tous. The total private subsidies for the operations of
the seven zones were 3,345,000 Z (S66,900), of which approximately one
third vas received by Bwamanda from the CDI.

In sum, in 1985 the GOZ and donors contributed equal shares to the
financing of the health zones’ operations.

Financial Performance of Functional Units

The data gathered during the study indicate that the operating
revenues of all reference nospitals and of most central offices were lover
than their operating expeansas. Thus, those units depended on external
support. The situation of health centers is more encouraging. Financial
information fur 1985 shows that in scme zones the sets of health centers
vere not only able to cover all their operating expenses with their
operating revenue but wvere also able to finance a part of their
investments.

(*) Centre Medical et Scientifique de 1'Universite Libre de Bruxelles Pour
ses Activites de Cooperation

(**) Centre de Developement Integre

(***) Fond Medical Tropital
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Table 4.5 shows the percentage of the 1985 operating expenses vhich
_wvere financed vith operating revenue for each zone and type of unit.

Table 4.5

Percentage of Operating Expenses
Financed Vith Operating Revenue
by Type of Functional Unit
Ten Health Zones
1985

Biban bokoro Bwaman Dungu Kalon Kania Kiki Kindu Kirot Sona
ga da da ma md she Bara

Reference 99%  76% 497 83k 84% 88% 96X 71X 57X na-
hospital

Health centers na 101X% 107% 902 na 82X% 81% 100% 110% na
Central office 30% 982% 312 291' 146X na 074 22% 73X 51%

Figure 4.6 combines the information of tables 4.4 and 4.5, showing for
the average health zones the sources of financing of operating expenses for
the zone as a whole, and for its functional units. :

Financial Performance of Reference Hospitals

As shown in the above table, reference hospitals were, without
exception, unable to completely finance their operating costs through the
sale of medical services. The cperating deticit was subsidized by external
sources, especially by the GOZ through the payment of salaries of
government employees. '

Financial Per’ormance of Health Centers

Health centers as a whole, had a better performance, although those in
Dungu, Kaniama and Kikimi had to depend on external support. Those in
Bvamanda and Kirotshe were able to save money from their operations.

To interpret the total figures for the health centers as meaning that
most health centers are nearly completely self-financed would be
misleading, however. As explained in chapter 3, the financial information
for health centers, reference health centers and health posts is aggregated
within each health zone. Although the figures indicate that in some zones

the set of health centers generated an operating surplus, the situation of
the individual units was quite different. )

In fact, in 1985 many health centers vere underfinanced even in the
zones of Bokoro, Bwamanda and Kirotshe. In Bokoro, over half of the health
centers had an operating deficit and were subsidized by those that had a
surplus. The central office of Bokoro played a major role in
redistributing health centers’ surplus to balance those in deficit. In
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Bwamanda, one third of the health centers had an operating deficit and wvere
also subsidized by those having a surplus. Starting in 1986, the
management of the Bwamanda zone has decided that each health center be
required to be financially independent, meaning that those which generate a
surplus will be allcwed to keep it; the others will have to {ind a way of
balancing their finances. The issu2 of the financing of individual health
centers is addressed in section 5.3.

Financial Performance of Central Offices

The central offices also received large subsidies relative to their
operating expenses. The main source of operating revenuc of the central
office are the supervision fees paid by the health centers. Supervision
fees are set by the central office based on its operating expenses and the
health centers’ ability to pay.

Apart from its supervisory role, the central office performs a series
of other activities vhich permit the functioning of the zones’ health
network (see section 4.4). In the health zone of Bokoro, the 1985
supervision expenses (rental of vehicles, per diem of the personnel,
vekicle repairing, fuel, etc.) represented 61% of the central office’s
total operatirg expenses. Other expenses (transportation of merchandise
and medical supplies, training of personnel, transportation of personnel,
salaries of central office’s clerks, etc.) accounted for the remaining 39%.

In the majority of the zones, the fees charged by the central office
to the health renters are insufficient to cover the supervision expenses.
Since the supervision performed by the cantral office benefits the health
centers and these in turn are unable to completely finance supervision
costs, supervision is subsidized by the central office. This unit, in
turn, is obliged to seek external support to balance its finances.
Therefore, health centers are indirectly subsidized by external donors, in
addition to the other operating subsidies mentioned above. Further
analysis of this issuve and its consequences can be found im section 5.1.9.

4.6.4 Health Zones’ 1985 Investment Levels

The level of investment in buildings, equipment and initial stocks of
drugs and other components of working capital varies greatly between zones.
This is shown graphically in figure 4.7 (a).

‘ As shown in -appendices G and H, the total investment made in seven

zones during 1985 was 6,400,000 2 (5128,000). Health centers accounted for
5,300,000 Z, or 83%, of the total. Figure 4.7 (b) compares the average
investment and operating expenditures for the seven zones which had
available data. The information is given in 1985 zaires for an average
zone and its functional units. This is also shown in 1985 dollars in
figure 4.7 (c).

4.6.5 Summary of Sources and Uses of Funds Analysis

. To graphically summarize the information of the above sections, figure

4.8 presents, for the average of the seven zones, the total sources of
funds (operating revenue and subsidies and investment subsidies) and their
uses in 1985 zaires and dollars.

30



Perasntoge of Takal

(Militams)

. 1288 Dollars
{Tkausunds)

Operatlng Expenses & lAavestrment Levels
110 tages for 6 Heslth Zemes

100 —~—e=sr e - —
. '..\:_ ] N ;:“\i ;:-« h.\\ \:\ y
- . PP fiu) BN 3 .
NSNN] s s PN
S s . ey
80 A LA LA Lo
s VoAl v LA
WA ) b - r

N
N

N
N

N
N

" 2%
- "//J y//‘
R s W22 WA 7
30 .:f..;/ 1 i sy L]
L] V] <] A
20 sy [ A <
'/;4‘: _,:," /’r: .;{: /: /'/’:,/;,/‘
WA sl Yl g oo ]
Gl el v e

o L' . Ll L T 1‘;
Sakare Rwimaunda Dungu Kikimi Kimdu Eiretsho
Health Zams
] Operating Expcndit. . * 5] !avestcamts

ercliimg Evpenses & Investrment Levels
. Average Heslth Zane (faires 1088) .

'S
1
.“;/7
7,
N2/
L / //“

[

!\\ \‘
AN\ Y
Ny
Ny
N\~

A\

\
.\'\\ .
A

ot 2
2 "F:’t"/,/, ] e NN
[ A NP7 RN
A ]
‘Lo i U 7%
: s VA S
A v g B
Health Zcme lni‘ucnn Hoaptital Heaaltza Canters Centrsl Cffice
Funetionnl Unit
E=Z1 oparsting Espemdit. S lnvestcnants

Operating Expenses & lnvestment Levaels
A-srage Hanlth Zcne (1888 Dollars) .

11a
100 =X ]
PREAN ‘\\\b\-" :
NN ‘\\}-' LEar e

R A ' :
k] -’////////é‘
&0 -

(73 4%////?
7 // § | SRR
40 - s ‘ = SRR
/ ‘ /' S NN

'y

- L b oS
RS IAy T
2 y

2¢ |- // //’;

10 -57"//; ,'ﬁ

1)

R i
2R Ea**ﬁ’
IS PPN,
¥

. T
Health lens Mafercnes Hospitel Heanlith Canters Camtral Offiee

r a U .
7] Operetimg Espamndit unetion m!m Inwvastcints

31



1688 Zaisrea

1088 Dollacxs
(Thousands)

Figure 9.5 dou

Sourcas & Uses of Funds Avg.Health

Operating Expenditures and Iovestinagis

B 1 x x l\/c_,\iu\_,'vj\z_/_‘ 1"" SuBS-'Jy (1.7 4
S NN e 3] Tv, Subidy Priv Invest ments

\\ ~\\\»
s role oo mwmoe

? °F~ SVBSA'JY Priv.
| Op-Subsidy GOZ

{Millions)

Operating
Opsratin
_’v?Lvenuee Expenses
0 s / /, e /// s s
-
aourus TUaen

Average Health Zone

Figure 4.8 (b

Sources & Uses of Funds Avg.Health

110 Opemating Expenditures and lnvesiments

100 7505 o o XX Inv- Subsidy Goz

RN NN 7 b
R R AT TN I, Subsidy Rriy, Investments
f > © o T o @ o

s GG A Sty B

\ V\‘\ ‘\\
70 RN A 5|0 4o 6o
AN
[ ] -'/ /// P ,/ p
‘ L "-’.
: / 77

4 A, , /A 0 C"G{I'\ .
«-/// s perating

/7 ,/:/ V4 '/".'j Ofcra.l'.ing Expenge
L 4/4’!/,/ ///// 7,7 /] Revenue : P §es

s - " I’ . /'//’,
a0~ /,/f' 7 /// P AIs

7 S

A
“’ 7///4//

Vg
o L /, v
SO\IPOOI ’ Uses

Avarage Health Zonse

32



For an average health zone, annual uses of funds vere slightly over
5,000,000 2 ($100,000) of which 4,400,000 2, or 8387, were operating
expenses and the rest, 600,000 Z, investments (figures 4.8 (a),(b)).

!,

The operating revenue of the average zone vas 3,400,000 Z (S68,000),
the operating subsidies being 1,000,000 Z ($20,000). The GOZ and donors
contributed equal shares to finance the operating subsidies, providing
500,000 Z each. Donors contributed a larger share of the investment
subsidies, with 478,000 Z, or 80% of the investments, the GOZ contributing
the remaining 20%

Finally, figure 4.9 shouvs the relative magnitude of the operating
expenses of an average zone’s three functional units. Figure 4.9 (a) shovs
that the central office of the average zone accounted for 12% of the zone's
total operating costs. The set of health centers represented 39% of the
total while the reference hospital accounted for 49%, almost half of a
zone's total operating expenses. Figures 4.9 (b) and (c) shov the amount
of these expenses in 1985 zaires and dollars, respectively.

4.6.6 Health Zones’ Pricing Systems

Price schedules are not uniform within the health zones. They usually
.vary depending on the ownership of the health facilities. In the last fev
years the central offices of the zones have been trying to promote the
adoption of a unique price schedule by all the health units that are in the
zones' rnetworks. The study group only investigated in detail the pricing
policies of the health units that conform to the rules of the central
offices. The findings are presented in this section.

Pricing Systems at the Health Center Level

Kirotshe, Bokoro, Bwamanda, and Kikimi are zones that have succeeded
at establishing a unique price schedule in the majority of the network’s
facilities. 1In Sona-Bata, on the other hand, there are four major
networks, each with a different pricing policy: the Protestant Communaute
Baptiste de Zaire Ouest (CBZ0), the Armee du Salut, the Catholics, and the
GOZ-owned facilities. Sona-Bata's central office controls only the
facilities owned by the GOZ.

Nine of the ten zones have established of system whereby ambulatory
patients pay a fixed fee for episode of illness at the health centers. A
payment per episode policy implies that patients pay a fixed fee regardless
of the number of visits they make to the nurse or auxiliary at the health
center. The only zone that does not have a fee per episode policy is
Sona-Bata.

In three of the nine zoneg which have a payment per episode policy,
such payment also includes the drugs consumed and laboratory exams '
performed to the patient. The three zones are Bwamanda, Kikimi and Kindu
(in Kikimi patients have to pay for antibiotics separately). In the other
six zones the payment per episode gives the right to the patient to make as
many visits as he or she wishes, but drugs and exams have to be paid for
separately.

In Sona-Bata, patients pay an initial fee of 20 2 at the time of the
first visit and an additional fee of 5 Z for each additional visit (this
holds for the health units controlled by the central office, i.e., those
that belong to the GOZ. In the units that belong to the Armee du Salut,
the payment per episode is 60 Z, including all visits, drugs and exams).
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Pricing Systems at the Reference Hospital Level

In eight of the ten zones, the price policy at the hospital level is
that of a payment which varies according to the amounts and types of
services consumed. The two exceptions cre Bwamanda and Sona-Bata. In the
eight zones there is a schedule of all the categories of medical
interventions and their prices. Hospital managers try to have the patients
pay in advance based on the estimate total price of the treatment.

Pre-paid Plans for Inpatient Care

The zone of Bwamanda has just started a pre-paid program for inpatient
care. The Medecin Chef de Zone informed the surveyors that such a system
vas conceived to allow the population to pay for inpatient care in advance.
The payment is timed to coincide with the the harvest, when cash is
available. At the end of 1985 the hospital initiated a campaign to recruit
clients for the pre-paid program. Twenty eight percent of the zone's
populztion registered for the plan in a one-month period. The 1986 annual
cost of the plan is 20 Z ($0.33) per enrollee and allows the client to pay
only 1/5 of the hospital’s normal fee for all inpatient procedures (i.e., a
coinsurance of 80%). This coinsurance holds only if the patient is
referred from the health center to the hospital. Othervise, if the pdatient
seeks inpatient care without being transferred, he or she must pay the
hospital’s normal prices.

Every month the reference hospital determines how many beneficiaries
oi the pre-paid plan were hospitalized and computes the full price of the
services consumed by these individuals. It then wvithdraws from the
pre-paid plan fund the equivalent of 80% of the total price of the services

rendered to each patient.

Preliminary information suggests that Bwamanda's pre-paid inpatient
plan may be ‘tinancially feasible in the long term. The hospital’s total
proceeds from the 20 2 annual fee of the beneficiaries was 650,900 2
' (approximately $12,000) in 1986. The cost of the plan to the hospital
" during the month of June (i.e., the 80% copayment) was 19,720 Z. On an
annual basis, this cost corresponds to 236,640 2 (12 x 19,720), or 36X of
the total proceeds from the beneficiaries annual fees.

It is interesting to note that in Bvamanda, the average annual
per-capita expenditure in inpatient services wvas 21 2 ($0.4) in 1985, very
close to the per capita annual premium of that zone'’s pre-paid plan .(per
. capita expenditures in health care for 1985 are shown in appendix K). This

confirms the preliminary financial performance of the plan discussed above.
However, it suggests that the cost of the plan to the-hospital during the
"month of June may be too low, and not representative of an average month.

The health zone of Sona-Bata is also promoting a pre-paid plan for
hospital care. Such program was started in February of 1985, and its
target tlients are school students, school employees, and clergymen of the
Protestant church. The annual fee varies between 200-300 Z for the
children and 400-500 2 for the adults. Beneficiaries are entitled to free
consultations, drugs, laboratory exams and hospitalization in common room,
all at the reference hospital. For all other inpatient services,
beneficiaries have to pay between 10 and 100% of the normal price,
depending on the nature of the intervention.
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The annual fee at Sona-Batz is about 10 to 20 times that of Bwamanda.
Unfortunately, insufficient infcrmation is available to compare the exact
benefits offered by the two plans.

Although the annual per capita inpatient expenditure is not available
for Sona-Bata, it seems unlikely that it will be i0 or 20 times greater
than in Bwamanda.. In fact, the zone with the highest per capita inpatient
expenditure is Kaniama, with 57 2 per year in 1985. This suggests that the
200-500 Z fee established in Sona-Bata may be too high and a high
enrollment rate is unlikely unless the premium is lowered.

Pre-paid health plans, their pros and cons, and their impact on the
nopulation and the health zones are further discussed in section 5.1.3.

Price Categories

Many zones have a system of differentiated prices for both inpatient
and outpatient care according to the socio-economic status or category of
the patients. For example, the zone of Kalonda has {our price categories:
the lowest prirces are charged to students, children, retirees and the
handicapped, and the highest prices are charged to beneficiaries affiliated
vith private and government-owned firms.

The health zone of Dungu also has four price categories. The lowest
prices are charged to independent farmers and their families and the
unemployed. The fourth category is applied to relatively wealthy
individuals, especially the managers of private firms.

In addition to having several price categories based on the client’s
socio-economic status, many zones have extensive price lists, some having
as many prices as types of health interventions. The zone of Kalonda keeps
a price list with more than 120 categories of health services, each with a
different price. Within each category of service the list has four prices
according to the status of the patient.

Other zones keep a price list with a limited number of service
categories. Such is the case of Kirotshe, which keeps a price list with
only twenty categories of services (and four categories of clients).

Appendix J contains the 1986 prices of some health care services for
the zones, e-pressed in 1986 zaires and dollars, respectively.

As. can be seen from the appendix, the fee per episode at the health
center level varies from 20 Z ia Kaniama to 50 2 in Kalonda and Kindu (row
A). It is not surprising to find that Kindu has the highest fee since
drugs and exams are included in the price. Bwamanda’s fees, however, seem
lov given that drugs and exams are also included in the price.

The per episode fees to enterprises’ beneficiaries (row B) are two or
three times those charged to private clients. The higher price helps
health centers to boost their revenue.

Additional analysis and recommendations concerning the zones’ pricing
systems are presented in section 5.1.
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5. DISCUSSION AND CONCLUSIONS

The financial data cf a sample of ten Zairian health zones for
calendar year 1985 presented in chapter 4 indicatr that the zones ere not
completely self-financed, i.e., the zones operating revenue is insufficient
to cover their operating expenses. The zones’ operating deficits are
subsidized by, the GOZ and NGO’'s. 1In addition, the zones are also dependent
on external donors to finance the majority of their investments.

This chapter identifies and analyzes some aspects which influence the
zones cost recovery capability, and recommends a set of actions which may
improve their degree of financial autonomy. Recommendations are shown in
boldface. Those aspects that cannot be controlled by the zones’
management, such as population’s socio-economic status or zones’
demographics, are vieved as constraints in the medium term and are not
discussed here.

Recommendations made in this chapter are summarized at the beginning
of the Executive Summary. The remaining of this chapter is devoted to the
analysis of eight aspects which have been identified as key determinants of
the zones’ ability to become financially independent. They are the
following:

The zones’ pricing policies

The presence of parallel competition

The presence of competition within the zones'’ netvorks
Health centers’ degree of financial autonomy

The presence of indigents

The technical:competency of the health zones employees
The zones’ information svstems

The administrative autonomy of the health zones

DN WA=

5.1 The Zones’ Pricing Policies

The prices of health care services directly influence individuals’
demand for care, i.e., the quantity and types of services that people are
villing to purchase when sick, or when seeking preventive programs. At the
same time, prices determine the capacity of health units to raise revenue.

Raising prices is sometimes a-naive approach to boost revenue because
“a higher price will most likely result in a lowver quantity of services
demanded. The final effect of a price increase on revenue vill depend on
the magnitude of the reduction in demand. Our field visits revealed that
some zones raised their overall prices of health care by more than 50X
betveen 1984 and 1985 in an attempt to increase their revenue. A recent
REACH study in Rwanda (Shepard, 1986), revealed a price-elasticity of
demand for curative health services of -0.25. If that applied in Zaire,
the 50% increase in fees would mean a 13% reduction in utilization and a
30% increase in revenue.

This section analyzes the zones’ pricing policies in detail.
Specifically, it looks at the zones’ payment systems, price levels, and
discusses the possibility of setting up pre-paid health plans, partially
based on the experience of two zones. The section also comments on the
zones’ drug policies, their prices to enterprises, and comments on the
possibility of paying for supervision costs and capital expenditures
through user fees.
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5,1.1 Pricing Policies at the Health Centers Level

aj Payment Systems

Four main categories of payment systems vere otserved at the health
center level, as explained in section 4.6.6.

-Payment per episode of disease including drugs and procedures
-Payment per episode of disease excluding drugs and procedures
-Payment per visit (fee for service), drugs and procedures axcluded
-Third party payment

The authors of the PRICOR study referred to earlier in the report,
found that in some cases the demand for health care seemed to be greater
under the fee per episode system than under the fee per visit one.

Hovever, the authors acknovledged that they were unable to isolate the
effects of a multitude of orner ractors vhich influence demand, in addition
to the payment systen.

Although tne researchers did collect data on rpulation’s expenditure
on health care, the PRICOR document €id not look inic¢ the financial
performance of the health canters under the two payment systems, nor did it
compare people’s expenditure in health care in- the control and experimental
groups of health centers. :

Unfortunately, neither theoretical nor eapirical findings are
available to conclude vhich payment system (payment per episode or payment
per visit) is more desirable from a social standpoint (i.e., cost-
effectiveness or cost-benefit). Nor is a set of data available vhica wvould
pernit comparison of the financial performance of health centers under. the
tvo payment schemes. '

Further analysis of the excellent data collected by the recearchers of
the PRICOR study vill permit the examination of the effect of payment
systems on demand. Hovever, additional research is necessary to look at
the issue of the financial performance of the health facilities under
either payment mechanism.

b) Price Levels

The approach followed by most zones consists of fixing prices of
services by trial and error over time, the objective being to equate total
revenue vith total cost excluding drugs and depreciation. The impacts of
including drugs and depreciation in the computation of tntal cost are
discussed separately in points 5.1.4 and 5.1.6, respectively. Many health
centers have been successful at recovering their full operating costs
through user fees; others have been unable to balance their operating

budget. Their case is treated separately in Section 5.3.

Management at the zone and the health-center level is avare that the
provision of different lealth services consumes varying amounts of inputs
(nurse time, needles, alcohol, etc.). They have established a system of
prices that vary according to the costs of the inputs.
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Most uncomplicated, curative health problems (episodes of malaria or
diarrhea, for example), are priced equally because they vse similar amounts
of production inputs. Although some small differences in marginal cost may
exist in the production of these services, differentiating prices at this
level would make accounting procedures cumbercome ard it wvould confuse the

public.

Other health services are more complex and involve greater amounts of
resources. Such is the case with surgical interventions and deliveries.
Health zones have set higher prices for these services, reflecting the
proportionally greater input use.

Some oiher types of health problems are even more complicated and
therefore require a high consumption of medical inputs, especially nurse
time. Severe cases of malnutrition fall in this category. If the patient
vas charged based on the value of the resources employed when providing
such ssivice, he or she would probably be unable to pay. The zones do not
have differentiated fees for those cases and normally charge the same price
as for simple cases, as described above.

As will be explained in section 5.1.3, ve believe that an even better
pricing system is that of pre-paid plans. Howvever, these may not be viable
in the short term, esp2cially due tvo the lack of population’s acceptance
and the absence of well-developed management support systems.

Thus if pre-paid plans are not possible at the health centers level,
the current pricing system employed by most health zones is reasonable and
should not be modified. Such systes consists of the sale of a card at a
unique price for most simole curative cases eznd catastrophic health
problems and a of a fev categories of differentiated prices for problems cof
sediun complexity. Such prices are established such that, overall, the
total revenue of the individual health center covers its total cost.

5.1.2 Pricing Policies at the Reference Hospital Level

The problem of setting prices at the hospital level is much more
difficult due to the diversity of the services provided and the complexity
of the hospital’s cost structure. Some zones do take into account costs of
inputs used vhen pricing hospital services, but most fail to recover a
major portion of their fixed costs.

Apart from the zones of Bvamanda and Soia-Bata vhich have started
pre-paid plans for inpatient services (see section 5.1.3), most zones have
a pricing system vhereby patients pay fees that vary according to the types
and quantities of services and drugs consumed.

Financial data gathered in most zones suggest that overzll hospital
prices are set below total cost. The reference hospital of Bwamanda had an
pccupancy rate of virtually 100% in 1985. 1Its operating revenue, hovever,
financed only 49X of its total costs (see Figure «.7).’ R

Vith a fev exceptions (Bokoro), hospitals have not developed adequate
information systems for costing purposes. Detailed cost data are essentizl
to allov the development of a financially sound pricing policy. Ve
recommend that health zones invest time and resources to establishing
complete costing information systems at the hospital level. Zones can seek
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technical advice from those zones that do have experience vith cost
accounting or from Zairian institutions such zs PONAMES. Hospitel prices
should reflect at least the cost of direct inputs, including labor. An
allowvance for depreciation should also be considered (see Section 5.1.4).
Cross-subsidization of prices among services may be alloved but overall,
" prices should permit full cost recovery.

At the same time, the zones should investigate in detail vhy overall
utilization is so lov (especially in some services such as pediatrics), and
vhether some services may be closed or their capacity reduced. Such
measure would allov the reduction of personnel and consequently cost
savings.

35.1.3 Pre-paid Health Plans f.r Inpatient and Ambulatory Care

Tvo zones have started a pre-paid plan for inpatient services as
explained in Section 4.6.6. However, as of the end of 1985, none of the
ten zones had developed pre-paid plans for ambulatory care.

Consumers often prefer to to make certain small payments rather than
risk the uncertain possibility of a large payment. Many health problems
treated at the reference hospitals and some at the health center constitute
a major cost to the patient and his or her family, especially relative to
lov cash incomes among- rural. populations.

The success of health institutions’ pre-paid plans depends on many
factors, among others, their ability to estimate their costs and
utilization statistics vith eccuracy. By providing information on each
{ndividual’s consumption of services, utilization statistics permit the
institution to control excess or unnecessary use of services by
beneficiaries. Such control becomes particularly importan' when the
clients are insured and therefore know they =zan demand more care at 2 low
price (or no price). Cost data allow financially sound pricing, i.e., a
pricing system that permits cost recovery, including an allovance for the
replacement of fixed capital.

Ve believe. that those zones vhich have mature accounting systems and
. the managerial expertise to keep information systems of some complexity
(e.g., patients records) could promote pre-paid plans for Soth inpatient
and outpatient health care services. At a first stage, ambulatory and
inpatient pre-psid heszlth plans should be managed separately by the
individual health centers on the one hand, and the hospital on the other.
At a second stage, health zones could offer a unique pre-paid health plan,
for both inpatient and outpatient services.

The zones villing to develop such plans should seek external advice to
adequately define their plans, their management control systems and their
premium policies. A cautious strategy vould be to have a mature zone
develop such plans in full for a year or tvo, and later replicate its
systems to other zones.

One possible scheme integrating ambulatery and inpatient care would be
to have people enroll at their local health center. Periodically, the
hospital vould bill the health centers for the irpatient care provided to
the center’s beneficiaries. One of the features of the pre-paid plans
should be the presence of a coinsurance, a deductible, or scme type of
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mechanism vhich vould prevent over-utilizstion or sbuse on the part of the
beneficiaries.

Bvamanda’s and Sona-Bata’s initiatives are moving in the right
direction. Whethter they are successiul vill depend to a large extent on
their ability to maintain accurate information gystems so as to prevent
financial failure.

5.1.4 Drug Policy

Health zones are major purchasers of drugs in Zaire. They purchase
most of their drugs from wholesale providers such as Caritas or producers
like Laphaki in Kinshasa, or from local dealers. They also import directly
or receive drugs as gifts from external donors. Health zones are able to
obtain large discounts with their bulk purchases. Therefore, prices paid
by health zones for drugs are nuch lover than those paid by local providers
(pharmacies). ,

Health zones, howvever, sell drugs vith large mark-ups, sometimes above
100%. They can do so because of their low purchase prices and economies of
scale in the management of the inventories compared to small providers.
Mark-ups ¢f 100% on drugs by health zones may still result in a lover sales
price than found in the market.

On the other hand, the majority of the zones do not compute the cost
of certain medical materials vhen setting prices for services. Thus,
prices of services understate actual cost. Accounting for the costs of
those inputs in setting prices would help the zones to recover their full
cost and keep adequate inventories.

Charging high mark-ups for drugs may have a disadvantage. The
experience in the health zone of Kirotshe suggests that demand for
inpatient services depends on drug availability. Utilization of the
CEMUBAC Hospital in Kirotshe increased significantly after the stock of
drugs vas restored. This suggests that drugs’ prices may also affect
demand for health care services, lover prices being sssociated vith higher
demand.

Drugs prices should be set based on the purchase cost plus & sark-up
that would permit recovery of transportation, and inventory handling costs.
The mark-up should alsv include an inflation allovance. Such s peclicy
vould permit the zones to recover their costs and to replace their stocks.

_ Health zones may decide to charge an additional sark-up on drugs to
cover part of their general fixed costs. Research needs to be conducted to
determine (1) vhat should the magnitude of this mark-up be; (2) vhether
mark-ups should vary according to the type of drug (e.g., lovw-cost, highly
demanded drugs versus high-cost, unfrequently demand drugs); and (3) vhat
vould be the impact of varying mark-ups on demand for health care services
and on health facilities’ finances.

1f the zones or individual health facilities decided to lover their
current mark-ups on drugs, they should simultaneously consider raising the
. prices of other services such as visits and procedures to compensate for
the lover revenue from drugs sales.
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Pinally, all drugs and medical sateriais should be included vhen
determining the prices of health care services (needles, oxygen, syringes,
alcohol, etc.) be it under a direct cost pricing scheme or a pre-paid plan

regime.

5.1.5 Price Cross-subsidization Between Curative and Freventive Services

Analysis of cost data from the zone of Bokoro indicates that the
prices of preventive services are highly subsidized by curative ones in
that zone. 1In fact, Bokoro’s Medecin Chef de Zone estimated that in 1985
the cost “o the zone c¢f a fully immunized child through the P.E.V. program
vas 104 2 ($2.0) (that is the cost that must be financed by the zone. It
does not include the costs of the vaccines nor an sllocation for P.E.V.'s
central costs). However, the price charged for registering a child in the
pre-school program was in the vicinity of 30 Z ($.60) that year. The
pre-school progranm included not only the many visits that children make to
the health centers during the program, but also all of the P.E.V. ‘
{mmunization measures. Clearly, the price charged for the pre-school
preventive program vas significantly less than one-third (30/104) of its
actual cost.

The prices charged for preventive programs vere quite similar among
the 10 zones that were surveyed (see table J.1). This suggests that in all
of them the prices for preventive programs are gubsidized. The subsidy
comes from the payments made by consumers of curative services who are
charged a higher price than the direct costs of the services performed.

He believe that prices of preventive programs directly affect demand,
as for mosts goods and services. Unfortunately, ve do not knov the
gagnitude of this effect, i.e., consumevs’ price elasticity of demand for
preventive care in Zaire. Although coverage rates are quite high for
pre-natal programs in some zones (table G.1), they are much lover for
pre-school programs. Bigher prices could lover coverage even further.
Research should be conducted to assess people’s response to different
levels of prices for preventive health care prograss. In the meantime,
prices should remein subsidized since it is desirable and there is a net
social benefit to preventici cf diseases a3 cpposed to curing thenm.

S.1.6 Prices to Enterprises

As described in sections 4.6.6 the fees that health zones charge to
enterprises for the care given to their beneficiaries are substantially
"higher than those charged to private patients. The higher fees help the
zones improve ‘their financial performance.

Realth zones, however, should be avare that high prices may encourage
enterprises to build and operate their own health facilities. Enterprises
may also decide to send their beneficiaries to health units outside the
zones’ networks if they can negotiate lover prices elsevhere.

Ve recommend that health zones negotiate reasonable prices with the
enterprises such as to prevent then from seeking other sources of health
care for their beneficiaries. Ve think that such prices must by calculated
based on marginal cost plus a mark-up vhich may be commonly deterained
betveen the zone and the enterprises. Health Zzones should also consider
offering to the enterprises comprehensive health care packages for their
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beneficiaries. Such packages could include both preventive and curative

programs and could be provided for by an anpuasl capitation payment. These
contracts would allov the zones te increase utilization of their existing
resources thereby obtaining additional revenue t» cover their fixed costs.

5.1.7 Capital Cost Recovery Through User Fees

To this point our discussion has examined vhether operating costs of
zones and hzalth centers cculd be financed by cost-recovery receipts. Nowv
ve turn to the question of whether the zones or their individual health
units are able to finance their capital costs.

Section 4.6 showed that some health centers are able to finance some
portion of their investments. Their funds come from operating surpluses
vhich some are allowed to keep. They also benefit from labnr provided by
the beneficiary population at no cost. The proportion of the zones’ total
investments that are financed by their own revenue is negligible, however,
and health centers that finance investments themselves are the exception
rather than the rule.

Available data on the investment cost of health centers and hospitals
permit some rudimentary calculatiens ‘o determine vhether individual units
of the zones are able to pay for their capital costs through user fees.
These cslculations are made in appendix M. ‘

Results suggest that health zones are currently unable to finance all
their investments or to save enough money to replace them ir the future.
Simple estimates show that health centers and reference hospitsls should
have to set aside as much as 65 and 14% of their current revenue in year

one, respectively, to finance their assets through 'interest-free lcans.

Our study has revealed that some héalth centers are already able to
finance all or part of their investments. Furthermore, ve think that the
individual units of the zones should quantify a4 be avare cf their
investaents even if they canhnat finance thea in the short term.
Iaproverents in financial performance could evzntually permit the units to
fund all or a portion of their capital investrments. Such 8 measure is
crucia! to allov the health zones to become financially independent from
external donors, not only for their operations but also for their
investsments.

5.1.8 Expatriates’ Salaries .

As pointed out in section 4.6.1, the salaries of the expatriates that
vork in the health zones vere considered vhen computing the zones'
operating costs or vhen calculating the subsidies received by the zones.

Most of the zones visited benefit from expatriate personnel vhose
salaries are paid by external donors. If the zones’ intend to become
financially and technically autonomous in the long term, they must replace
expatriate personnel by Zairian professionals.: In order to accomplish
this, the zones would have to pay the salaries of these Zairian employees.

Information from Bvamanda reveals that if the expatriate personnel was

replaced by Zairian employees, the salary expenses of that zone vould
.increase by 40X; total operating costs would increase by 15X. Similar
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caleulations for Bokoro shov thst if the tvo Belgian doctors that vork in
Bokoro vere replaced by Zairian doctors vhose salaries vere being paid by
the zone, total salary costs vould increase by 52% (assuming that each
Zairian physician vould earn 30,000 Z per month); the zones’ total
operating costs would increase by 22%.

5.1.9 Supervision Fees

Different health zones employ different schemzss to charge the health
"facilities for the central office’s supervision costs, es explained in
appendix C. In all zones except Kikimi and Kalonda, supervision fees are
proportional to the health centers’ revenue. In Rikimi health centers do
not pay supervision fees at all, and in Kalonda the fee is the same for all
centers, regardless of their revenue.

In most zones, revenue from supervision fees does not fully cover the
central office’s supervision costs. This is due, according to the zones’
management, to the health centers’ inability to pay higher supervision
fees.

As explained in appendix C, the central office performs other
activities in sddition to supervision. Since all the central office’s
activities benefit the zones’ facilities, including the reference hospital,
the office mhould charge its full costs to the facilities, not only those
associated vith supervision. In addition, the time and resources allocated
by the central office to each health center is generally related to the
center’s voluze of activity. In the case of the reference hospital, the
resources allocated by the -central office are usually the time that the
Medecin Chef de Zone spends in inpatient medical activities and the
resources devoted to purchasing drugs and materials. Thus, w2 think that
it is appropriate for the central office to bill the health centers in
proportion to their revenve. In the case of the hospital, the fees should
reflect the cost of the resources devoted to it.

In the short term most health facilities are unable to reimburse the
central office for its full costs due to their financial constraints. In
the long term, hovever, it iz likely that health facilities vill generate
enough revenue to be self-financed and to cover the central office’s costs.
Therefore, it is important that the sccounting of each facility reflects
its share of the central office’s costs.

5.2 The Presence of Parallel Competition

Parallel competition exists in most zones. Though highly criticized
by the zones’ personnel, the effects of competitors on health zones and the
health status of the population must be analyzed carefully. :

As explained in chapier 4, the available information on parallel
competitors to the zones netvorks is licited. Research needs to be
undertaken to better understand the forces that drive parallel competition
and its effect on the Zairian health zones. Some questions that may be
studied are the folloving:

-Hov many parallel dispensaries exist in tﬁe health zones?

-Vho operates these dispensaries?
-Vhat types of services do they provide?
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-What quality of care do they provide?
-Vhat is the population’s perception of the services provided
by these units?
-Vhat pricing systems do these facilities use?
-Do these dispensaries play an important role as providers of
health care?
-Can- these dispensaries bea incorporated into the netvorks of the
zones

The management of some health zones acknowledges that external
providers do fill the gap left by the netwvorks in some geographic areas of
the zones. At least they provide some form of health care where othervise
none would be available.

Parallel competitors may also play an important role by preventing the
zones from raising their prices significantly above costs. In fact, in the
absence of competitors, the dispensaries of the networks would enjoy a
monopoly situation. Even if they did not charge prices above costs, they
could become inefficient and produce at high costs. Parallel competition
may limit this.

The existence of parallel competition, however, may also have a
negative impact on population’s health status. The lack of education of
rural populations makes them vulnerable to unscrupulous individuals. Some
evidence suggests that this may be the case for several parallel providers
in the zones visited.

In sum, ve believe that parallel competition may have both positive
and negative effects on population's velfare. On the one hand they may
provide some form or health care services vhere the zones'’ netvorks do not
provide any, and they may also prevent the providers of the netvorks from
becoming inefficient or from charging monopoly prices. On the other hand,
they may sell lov quality services, taking advantage of the population lack
of understanding of health and health care. Ve suggest that no immediate
measures be taken before further study of parallel competitors’ role as
pointed out above. In addition, ve believe that the zones’ management
should be given more pover to enforce the lav or the health zones’ statutes
vhen coppetitors clearly threaten people’s well-being.

Ve believe that one of the best vays to regulate parallel competition
is through education of the population. Health zones’ netvorks should
reinforce their current health education programs, vith the help of health
centers’ coumittees. An educoted population should be able to freely
choose which provider best responds to its health needs. Extensive health
education can help to achieve this.

Finally, the management of the zones should try to promote cooperation
betveen some parallel providers and the netvorks, especially in the case of
those that operate in areas vhere the zones have no access. The role of
community health committees vould again be important at controlling quality
and price of the services of these providers. "
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5.3 The Presence of Competition Within the Zones’ Networks

In addition to the competition represented by parallel providers, the
management of many health zones complained about the competition among
providers within the netvorks. They specifically criticized the policies
of Catholic and Protestant groups vwhich, without the agreement of the
zones’ management, open nev facilities where others already exist.

An excessive number of facilities in some areas may threaten the
ability of each of them to be finmancially viable. As more units compete
for the sane population, the share of people captured Dy each becomes
smaller and their payments for services insufficient to recover the units’
total costs.

Ve believe that a solution to this problem vould be to create a
general health committee in each zone vith full representation of all the
providers and the population. Parallel provider:z should also be invited to
participate in such a committee. Actions. that affect providers as wvell as
the population should be discussed by the members and decisions should be
made by public consent. The statutes of the commi ttee should provide for
penalties to those members that violate the commonly agreed on decisions.
The Department of Public Bealth could play an important rcle at providing
guidance for establishing such comztttees, although each zone should be
granted autonomy to.establish its own internal regulations. ‘

We think that the lack of planning in the health zcnes can lead to
duplication of services, inefficient use of resources and ultimately poor
financial performance and inadequate quality of cere. The creation of a
general entity vith full representaticn of providers and consumers is
possibly a vay of permitting wore coordination of activities within the
health zones. We recommend that the Department of Public Health promote-
this idea.

S.4. Financial Autonomy of Health Centers

As mentioned in Section 4.6, many health centers are unable to recover
their costs with their operating revenue. In some cases, this may be the
resvlt of inadequate management, and the zones' authorities should be able
to identify these situations. The presence of parallel competition may
also be responsible for individual health centers’ poor financial
performance. '

However, in many cases, the reasons some health centers are unable to
become self-financed are: (1) the population base is too low; (2)
geographic conditions make the access to the facility difficult; (3) a low
income population; and (4) some combination of (1)-(3).

Many zones have acknowledged this, and have dealt with the problem by
having health centers with a surplus subsidize those with a-deficit. Such
vas the case of Bokoro and Bvamanda in 1985. The management of these two
health zones indicated to the study team that it was becoming increasingly
difficult for them to keep this cross-subsidization system wvorking. Health
centers’ committees were becoming avare that their resources vere being
employed to subsidize other communities’, and therefore, opposed it.
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In addition, the zones’ management was also concerned that future
regulations 2manating from the Department of Public Health would forbid the
. cross-subsidization among individuals units. They feared a regulation that

would oblige individual health units to be financially autonomous. If that
vere the case, they claimed, as many as half of the health centers of the
zones would have to shut their doors and stop operating. Consequently,
half the population of the zones would be left without access to health

care.

Ve think that health centers that generate & surplus should be ahle to -
spend the accumulated funds hovever they deem it adequate, including the
possibility of cross-subsidizing other centers. Health centers that
operate at 2 loss should be carefully monitored by the zones management to
jdentify the causes of their inability to recover full costs. If
demographic or socio-econouic reasons are at the base of the poor financial
performance, the zones shovld study vays of reducing costs and providing
care at the minimum possible cost. If cross-subsidization vas not possible
or insufficient to support centers vith poor financial performance, the
zones should seek external support from either the GOZ or NGO’ s.

Providing health care to poor rural populations is a difficult end
expensive task. ‘¥e think that the Zairian health zones and the population
vithin have already achieved a major success by improving people’s health,
and self-financing &s much as 79% of their operating expenses after only
three years of formal operations. However, income and living conditions
.are not evenly distributed in the zones for reasons that are beyond the
control of the population. If the GO2 believes that cross-subsidization
betveen health facilities should not exist, it should at the same time
acknovledge the inability of some units to be financially sutcnomous dn the
medium term. Consequently, the GOZ should allocate funds to subsidize the
health facilities incapable of self-financing in the medium term to allow
the continuity of health care services to the less fortunate populations.
‘The continuity in the provision of health care to these poor segments of
the Zairian population is an important condition in reaching higher levels
of economic development. :

5.5 The Presence of Indigents

Indigents exist in all health zones. They are individuals who cannot
pay the full price of the health care services. Indigents are usually the
old, the very poor, or the very sick. In addition, in many zones most
children are considered.indigents. As explained in section 4.2 in the,
zone of Dungu, all children below four years of age are given free care
because their parents are avay from their main residence most of the time.

In the past, all GOZ employeces vere given free care in most health
zones. Health zones were not given a subsidy by the GOZ to compensate for
the cost of providing free care to the GOZ employees and their families.
Recently, the management of health zones have begun charging normal fees to
civil servants to improve financial performance.

Health zones in general have been successful at having people pay for
the health services consumed, vhile at the same time providing free care or
discounts to the very poor or the elderly. Hovever, ve think that some
zones need to stress even further the concept of paying for health services
among consumers. If some groups of individuals cannot pay the full price,
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differentiated tariffs could be set, as is done in many zones. If children
cannot pay because their parents are avay from home most of the time due to
their farming activities, the payment of a fixed annual premium by the
parents could be a viable policy.

5.6 The Technical Competency of the Health Zones’ Employees

In most health zones, medicai or paramedical personnel spend a large
share of their time doing administrative tasks such as accounting, ,
inventory control, purchasing, and finance, in addition to their medical
duties. '

This is undesirable for two reasons. First, by allocating part of
their time to perform administrative work, medical and paramedical
personnel are precluded from concentrating exclusively in health-related
activities for which they have been formally trained. Second, medical
personnel are usually inefficient at performing administrative tasks due to
their lack of formal training in the field of management.

The most dramatic case is that of most Medecins Chefs de Zone. They
have to allocate their time between the practice of medicine at the -
reference hospital, the technical supervision of nealth centers, the
managerial work at the central office and, toward the end of the year, the
preparation of a substantial number of performance reports to be submitted
to the various donor and government agencies. Some Medecins Chefs de Zones
have all these responsibilities because ‘they fail to delegate tasks to
their subordinates. - : R S

Ve recommend that health zones: (1) hire young professionals trained
in the fields of management, accounting and information systems; (2) train
their existing administrative personnel; and (3) request technical
assistance in the above-mentioned fields from other zores, governmental
institutions, or NGO’s. In addition, ve strongly urge the Medecins Chefs
de Zone to delegate the administrative tasks to management personnel, and
to share vith them all the management-related decisions. These measures
vill allov the medical personnel to allocate a greater share of their time
to medical activities and vill delegate management-related activities to
technically qualified personnel. :

5.7 Health Zones’ Financial and Information Systems

As stressed throughout this report, adequate information systems are
essential to the financial and medical success of the zones. Ve think that
the seif-financing capability of the zones can be boosted by improving the
quality-of their information systems.

Ve recommend that the zones develop the following.information systems,
among others, at the central office level: . :

-accounting of all the health facilities of the netvork, with
detailed revenue and costs ‘data

.medical activities performed in each frcility indicating types
and quantities of services .provided

.~inventory system, reflecting stocks levels, prices, providers
and amounts ordered and delivered to each health facility
-central accounting of the health zone
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The systems should be updated monthly, and performance reports should
be generated periodically. Individual health facilities should also
develop similar systenms in coordination vith the central office to allow
for compatibility. Health zones should seek external advice and should
consider acquiring micro-computers to implewent the above systeas.

5.8 Health Zones’ Administrative Autonomy

Ve believe that demographic and socio-economic differences among - the
zones require different zones to adopt different administrative schemes,
pricing policies, and health care plans. Ve think that the zones should be
technically autonomous since the zones’ management is better equipped to
solve their own problems. We encourage the GOZ to-provide training and
guidance to the zones’ personnel, but ve discourage it from imposing
uniform and rigid administrative schemes to the health zones.
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Zzioeo, the suse-wisicrn fee peid by eech center 1s propeorticnel tc tne
poculatior of the cente-'s health area ang tc the number of new curat:ve
coses treateg 1n the faziiity. '

Ir acsiticm to 1ts superviscry role, the cevitral cffice performe a
sarjes of other activities which pe~mit tne functionming of the zone's heeitn
retuzrt ., Tra cire~ aci:.lties ere ecctcuntirg firarz:al ard techrical
plam-1ng, orugs and material pur~chzsing &nd ranagemert, training of the
zone's emcloyees, cocrcinaticn of F.E.V. activities, etc. The supervisicn
fees are generaily 1nsufficient to finance the exparses attributable to tre?
activity and are only a small fraction of the central office's total

erpenses,

Witk rega-d to the supply ot materaials, health-centers purchase the
majority of the.sr d-ugs end medical supplies from a central pharmacy which 1s
usually managec k&, the certral office. In some,. zones the central office

crharges thne health centerse & mart-up abzve purchase price whiz~ heips firercze

ite czarating costs., In cther zones, the cffice acts only ae an 1nts~meczpar,

arc does rot cherge any fee for 1ts roie of supplie-, The proportior cf cr.g:
L3

and materials trat the healtn cernters purchase frqn other local suppliers 1
sualiy small.

The major relationship cetween heaitr centers ano the'hqscxtal

1t the
referral of patients., In most cases, patiants are referred to the hoegit

a. a-
a

ro ccet tc ‘he healtrn center, In a few ceses, however, health ceantere do have.

to pay a fee to the hospital for esch referral. Such & fee 1s set by thre
h=ep:ital to discourage health canters from referring patients whcse healtn
problems canrn be treated at ine health center level, In bakimy, such a
paymant 13 of SZ, ~nd 1t obviously does nct ccver the zcste gene-~ated =, 1-e
re‘e~red patie~t. Faibamy 1g zu-rertly reviewing 1is fae, Mincu 1t ancira-
eramcle of 8 zonz where the hezitn certers have to pav the hoepital for tne
cases that ara refer~red. In 1925, the hosp:tal rece:ved 7€ ,9200 (g 502
warth of referral fees, ' )

Firally, tne reference bozpital 1s 1ntenJjel to be a fimanziall,
indezendant umit and 1ts only formal relationsmip with tha certral c¥¥ice 12
in most cases, the purcrese cof druge.
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Appanc:s. D

Iypee of Heaith Umite, Fersoarel gng
Se-vices Frz.;z=d ar tme Zprec’ Natugois

Health posts £-cvi10e basic curstive services cuzh ey treatmsnt cf le:e
cmolizates casss Cof ciarrnea ano malsrae. They are cperatec Cy B8usrii:a-.e:
n- have been trained through the zone's training programs, Health pcets alse
de vacc:rati10one and carry out hasith egucation act:ivities, Haalth prece
becic stocts of druge arc mecicetions, Many neslsn péets were forme-[ )
nearies arc fregquertly tne zones upgrede these pceties to health certe-c,

Health centers offe~ a wide range of curstiva services, from basic: '

trestrmert of parasit:z and infecticus diseases to mcre complicated case: t-2:

require ambulatory surge: . Health centers also provide the bull of the
preveriive se-\ices 1n tne Ttone. They seet to enroll childrer ard pregnar:
wemer 1n their pre-schzcl and pre-natal preventive programs., Both prcg-ars
pene~ally 1ncluge i1mmunization and prophylactic measures against infeciious
and parasitic diseazes, Health centers sometimas have a materraty with S t:
1€ bege and some beds for surgery patients and cases of malnutrition. Healtn
certers alec promot'e health ecducation activities ampng the populat:on. Mecs:
have &8 mi:crosczpe and car perfo~m some basic diagnostic laboratory tests.
Health certers' size varies suttantially within a zone and among zonres, A
unit has between S and 20 becs (mate-nity included), and 1% run.by a male
nurse cf AS level tsaconda-, scrcxi eoucatiorn and two years of nursing
training), a miduwife or traciticnel tirth attencart (TBA), ang one or lu:
durlliaries, ’

Reference health centers' services include those provived by a neaith
certer, plus many 1rngatiant se-vizes such e tnote prcvidec ky tre refere=ca
Frezrtel. Their size veries from 1S 15 BC beas, 1nclucd:ing & materrity ur:iz,
Rafe-erce certe-s provide a wice range of inpatient surgery. Most rene 4 1
7 nurses of level A3, one or tuc cf level AZ (primary school plus one yea-
training in the zcne’, ome or tw3 TEA and 2 to S au-1liaries, Refererce
centers usually have a laboratory a can perform diagnostic tests of scre
cemple-1ty. Mcst have a biocd bank.

ry ot
-

‘Reference hospitals arc medium-siZec :
€, Trey provide 1rpat.ent sprv1zes 1m ok

1

rpatient urits with 4% to I0¢
ciatrize

peg airize, surgeny, gene-a.
madezine, padiatrics, nuiritaon, pre-natal optervation, and 1t0lezion fzo-
ccntagicus diseases. The number of personnel worling at a reference hosp:t1a;
ya~18s from 43 (Buwamanda’® tc 130 (Scna-bBate) pecnle. They usually have tuZ C°
tnreze prysicilans some of whor share their medical duties witr agrir:straz:i.e
furctinne at the cert-al office, hcap:tais have beluweer 15 teo IO &7 rurssce,
to © A2 rurses, and sevaral TEA arc au-ilieries. In socition, refererce

have a= adwjriestrative unit compocec of ona azcourtant tle.e.. =0
ars twz cr three agcitionel cieris. Posd hoepidale ha,e & blozs bamy, 2
maternity ard a- cutpetient urnit, Tney normally act as reference hezit*
centers 1n their health a~es. Finally, hosp:tals cen perform lanoratc~,
e.ams. Tre, aitz heve » rey cacecility and occecionally an EFO machine,
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Apperdis, E (ccnt'd.)

22 Iri-ast-ouctyre of Health Icres arg Qurarsrio of Healtr Fao.i;t:e:

(11

The numter of health fazil:ties shown 1n the table co-resporcs or., ts
the fac:litites tnat belzong to tne zones' nedworts. Farallel prc.:za-s

accsurtes fer ir the tazle ars thus, the numter of Pealir _-:¢

are not ¢
shourn urce-ecsti~ates tre Yotz nu~wber of heszlth faciiltiee 1n thne -z-ax,
Ceta cr. ine number of sa-eilel g-cvicer: were not gatnered b, the si.:
team,

Net all the zone:c confeorm tc tne stendard medel of a healir zzne
suggested by the De=pa-tment of Fublic Hezith. Instead, soma zoness l.ie
Fani1ama, hindu anz Y1l im1 dc rct have refererce health certe-st a: ali
and therefore no 1ntermediate faciliiiees ex1st between the healtr
certers and the refe-ence hosc:tal. Gther zones support the activiti=:

of hes.th centers with health pcsts, 8 less expentive way of extenz.~g
ccverage and freeing health certers from less complicated cases wh:z-
can te treated by ar auril:ar, at the health posi level, For esamzie )
Scna-Bata has one health pcst for each health center both units se~virg
the same health area. Some tones have decided not to 1nstall health
pcsts such as Elbaﬂ;p” Falonda Bnd kirimi.

t1:1)The dable shzos the ratic tetuasn dne total populaticn of a zcre 2=z 1t:
total number cf heaslth unite, Although ratios betueen zones are rot
perfecztly comparatle (due to the differences i1n services provideg b,
ard s:ze cf, health units) sc~e cemmernts can be made on the mag-it ze :f
the figures. For example, .1n hibimy eacn healih center cover: an

(v

average
ha.vez.

cooulation cf 16,320, wmi1le :r bingu this figure e abzout
1f one esciuce: tre realtn pgoets 1n Scna-Bata (health poste a-o

center: csver the same populat:on 1n that zone), the average pogulat:.z-
ser healtt center 18 4,180, cne-fourik that cf Hilimi,

Ir additicn to the number of beds of the reference he=pitals shou~ 1~
the tatle there exi12t & numbe~ of sarmi-hospital bed: 1n the heal:r

zones, especially 1n the refe-~ence health cente~s and health centers,
For e-ample, 1 the healtn zone of Dungu, the three reference hesali®

centers

have a tctal of 110 beds, and three healtr. cente~z have a tct=:.

of 46 bede.



fpzendi F

Provigers angd Se-vice: [fferag jr the Heaglth Zcnec

Thie apoency: dezle w:ith itsusc rejates o the prov:dere trat bele-3 13
the =cne:' networts. Secticn 2 of this agsenci- gescribes the 1s3sues perta_.r.ng
tc pa-alle! preovaiders, 3.2., those facilit:es that are not part of the zcnec!

netucrt e,

1. Healtr Ca-e Provide-s Within the N rle

Health facilities belong tc a zcre's networl 1f they have beer autrcrizes
to oparate by the Medecin Chef de lone. Most netuor) facilities within ere
-sub;ect tc the. supervisicn by the zcne's central oifice. The netwcrrs’ mez:cai
units a~e usually owned by tne GOZ, by religious missions or by enterprizec,
whics rave createg such units to provaae health care t¢c the:r enpléyee:.

The owre-ship cf health facilities at the zone level 1 usually
determined by tne entity which provide: the fund: tc finance tne consztructicr
of the facility. Ounership 1s also cetermined by the affiliation of the.
individuals who operate the medicel unmit.

The 607 owns 57% of the health unite 1n the ten zones. Catholics,
Frotestants and ctrher owners account for &, 14-anc 21%, rescectively (zee
apgendi» E). In some zones (Buamanda, ¥ikimi) the G0Z ouwnt mcst cf the
health units whereas 1in others (Kalonda, Sona-Bate: Catholic, Protestant or
private cure-ship dom.:nates.

The ma:c~i1ty of the health fac:lities owned or operated by Catholizes or
Protestants beiong to the zones' networks, and therefore accept the
supervision by tre central office. However, some of these facilities refuse t:
gas sucervisiorn fees. Furthermore, Catholic or Protestant facilities
cometimes apply different price schecdules for services 1n the zones where -2
central office has attemptéd to develop a uniform pricing system.

Zairian firms are cbliged by law tc provigde frees care to all the:r
employees and their families. Many private or 60Z-owned enterprises that
ccarate 1n the health zcnés have created and operate their own health urite,
penerally health centers.

Entercrises’ health units generally confo-m to the rules 2~: mmocedires
recommerded by the central office. The employee: of an enterprise that cunc &
health center do not.pay for their care. In most cases, enterprise-cuned
health entities also provide care to ncn-employees for which ‘they cha-ge the
zone's uniform prices. ‘ :

Thcee enterarises thet do nct have their own health facilities ueu2ll,
arrange tc pay zcnes fcr care giver to their emplcyees ancd families 1r resiz-
certers ar? the reference hospital. As a result of these agreements, mce?
health zcnes have estatlished a syste~ of & cdua! price list, one list ¢
private individuals and anciher for emgloyces of ente~prises and their
familie=. The health units that belcng to the netuorks keep records of tne

e
-~
-

, e
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rumbhe- and types of servicas grovized tc the enterprisas’ beneficie-ie:,
Feric~ically, the centrol office compiles trhis informaticn and bills tre
erntercrise: with which 1t has a service agreerenrt,

Fees for emter~prises usually e:ceed those fcr private i1ndividuels. For
e-ample, 1n the health zcne cf Haniama, the fee for an episcde of diseace
treated at the heaitn cermter 13 527 fer anterprices’ bereficiaries, mc-s dre-
twice the price charged to private clients, In the cone of Kindu, the
co-res-oncing fees are 1507 and 507, respectively {(see praces 1n appenz:. [,

Time constra:nts dic¢ not permit 1nvestig2tion of the reasons erntercr:
aczect payments at higher ‘prices tharm the gereral pubtlic., If health center: a-e
able to cover the:r operating cotts with thei~ operating revenue, enterc-ices
might alsc te able to build ancd operate their owr units at a lowe~ ccst thzn
what they currertly.pay to the zones. Further analysis and recomrmerdations cn
this 1ssu= are made 1 section 5.1.,7. )

cm s
- e
<

.2.. “Qnggt;t;;ﬂ From Eg;=||=] Health Care Providers

in some of the zones parallel providers preasent stiff competition to tre
zone's netuworks. In the zone of Bokoro, for example, the Medecin Chef de Zome
estimates that between 5C and 7S% of the %(ctal curative ambulatcry visite tare,
plaze i1n parallel dispensaries, This results in a lower proportion cf the tclal:
demand being channelled to the zone's units, and in the 1nability of some cf
those units tc ea~n enough revenue to finance.their costs. Many cf the cc-=
facilities with operat:ng deficits could become.profitable 1f utilizetics o
highe-. Pasrallel discensariec also perforr mcre complicated precedure:, st

T ot

2s
surg:cal interventions, where they also compete with the zones fac:ilities,

The Medecins Chefs ca Zcne &=d their staffs are not only worried abzsut
parallel competiticn because cf their negative effect an the network’s cecst
reczovery capability, but also because they argue that guality of care in
parallel dispenzaries 1s unacceptably low. The study group did not have tnre
opecrturity to visit parallel medical unmits to evaluate the quaiity cf theur
services.

Some limitec information was made available to the team members on the
way parsllel dispensaries operate. In Bokoro, most parallel units are
operated by peoole withsut formal training. They charge a fixec fes pe- cz2.,
whizch 1mplies that the patient has to pay every time he or shke reziurn: for
further treatmert. In the first half of 1986 the fee charged was 207 per da.
($.20). That fee 1s apout egyuat to the per episode fee of 20-JS7 chargec by
the health centers that belong to the network. Although the fees are
cemparable, the fee of the network allows the patient io make an unlimiterl
number of visit: to the health center until the disease episode 1= over.
Howeve~, 1f a client has to return to the parallel dispensary during the cz~e
episcae, he or she will have to pay 2@I for each visit. Drugs are ga:c Fo-
separately 1n both the parallel dispentzaries and the network. However,
clients of parallel providers have tc purchase drugs at the parallel
dispensary or from local pharmacies at higher prices than charged by the _
networt®s facilities. 1In the health zone of Kalonda, parallel health urits
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altr zcare ut:licaticn a~d coverage are preseniec
15. Commertis crn trat infz-ration follow:

Ne. eciecze: cf curative trestes (row [t Tne deta an the takle orly
Fezc-t tre curativeepisce:s treatec at the faciisties of the reai:~
-cnes' netuc-is. The total rumber of curative episodes beirg treatec oy
eil fazilities within trhe healih zonze 1s unincwr, In zcrez uwnere
carsliel cérpetiticn i substantial, the data cf the tatle large!
unde-ectimate tctal utilization (e.g., Bstoro, kikimid, In the 20nes
we~e comretitizn 1s nagligitie (Ewamarde, harngu), tre figures are a g:-:c
estimate cf tctal utilizeticn, .

The data of row D are :mperfect i1ndicators cf tctal utilization cf
cu-at:ve raalth ce~vjces by the zcnes' tooulaticns., Hcwe.2r, ocre czr
comoo-e ut:iizaticrn of servicer within the netuorhs, In Eoloro, for

exa=gle, tne average number cf curative ec1sodes treated at the netuc~:
is .57 episode per person living within a health area per year
(61.100/107,0¢2}. In Buamanda the correspcnding figure 1s samilar, anc
equal to .77. In Findu, such indicator 1s low, egual to .3€E. Thie lest
figure .1z escecaally low 1f one ccnsiders that ¥indu claimne nct tc ne.2
ary parallel competition. Sora-Bata, on the other hand, has the higrest
utilizaticn of ambulatory curative services in Zaire according to Sans .

.pe~sonnel, ltc per cap1te utilizetion ratio of 1.42 1s almost 4 times

Kindu's. Gcre-Eeta 1s alsc the one heaith zone w:ith the highest nurza-
cf reaith urite per pobulat::ﬁ {yen apzendis E). In eu~, average:
utilization for curaiive services at the cones’-networts varies between
.25 o 1.3E new episodes per person per yeer.

fr 1nteracting piece of i1nfommetion 1s the average numbe~ of vigite drac
contumers mate per egisoce cof 1llness (not shown :n the tatlei. Tne
number of repeat visits determines 1in part the cost to the system ¢
t-enii=g one episode of 1llnese. The .greater the number of regeat
vie:ts, the higher the per episcde cost to the health unit. If pstierts
oa, & pa- ep::=cde fee, add:tional visite only increase cests without
increasing revenue. Data on Buwamanda, where accurate statistice a~e rez:

3

‘on the nurmcer of new and rep=at visits pe- heai:r unit, 1roicate thse

the average figure 12 2.35. -Thet meant that each new episcce cf dice2:cs
that 1s treatea.at a health center 1c expectec to pbe foilcwes by C.IZ
ndditional visits by the patient, before the en:sode 1s resolvez, Se-zie
data for Eclorc suggest trat each episoce recuires 4.3 visites tc. the
dispensary (1 rew arc .7 regeat visitel, :
Fzwe F thmough 1 show the utiliizztion =f pravertive services withim "
' retuc-te. Fzue F arc A skcw the number of wcvmen ano chilare- <=:
erad :r pre-natel arcz pre-zcrocl progUemt cuming 1965, Rowe € a-:
the proportion of registered out of the total tarpget populet.cr
tte~ figu~e 1¢ approximated by the birih rate times the tcte!l

wm

-
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Table G.1

fppendix 6 (Cont'd)

Basic Utilization
and Coverage Statisticse

Ten Health Zones
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Table H.1

Appendis~ H: Sources and Usas of Funds Stataments, Ten Health Zones, 1555 (1323
Apc.H, page | Bihanga Bokoro Bwamanda Dungu Kalonoa
CENTRAL OFFICE
Oparating revanue
Superv, fe2es h.,centers 16,190 423,433, 10c 000 153,102 nd
Net revenue drugs sale 122,483 Q ] 2 822 ,4C7
Other operating revenue G4 614 Q ] e (]
Total operating revanue 181,487 423 ,A33 10€ 620 183,100 6§25 457
Operatirz a.permcas Co . T .
Salaries --- 147,333 66,229 200,864 122 ,cck
Maintenance vehs.&bdgs. - - 215,000 ——- ———
Fuel & lubrif. | --- --- -—- 150,720 ---
Office supplies -——- et 12,584 14,400 ---
Other e<pensas 804 ,973 283,284 21,575 57,560 452,510
Total ope-at. evnenses 604,873 . 430,617 245,398 63 ,GE8 572,510
Ob. income bef.sub5101e5 {423,486 (7,184) (238,798) ?380,458) <65,847
0perat1n§ subsidies
G0z ' e 7,184 117,178 180,000 ]
Other donors 423,406 ] 119,620 200,485 120,000
Total oper. subsidies 423,466 7,184 238,798 360,458 - 120,000.
Investmants 1,712 42 534 0 2 631,225
Investment subsidies’
60z < 0 2 "] 0 ]
Frivate 1,712 42 534 0 @ - 245,278
HEALTH CENTERS
Operating revanue
Sale health services nd 2,229,285 1,312,121 i,114,69% nd
Sale of drugs nd | ’ -—- -—— 1,048,560 nd
Total operating revenue nd ’ 2,229,255 1,712,12v 2,163,456 nd
Operating expensas
Salaries nd Sb2,622 476,244 §79,92@ na
Drugs nd 1,170,672 521,298 873,604 nd
Supervision fees 16,150 423,433 103,029 1583 ,08€E nd
Supplies, miscellaneous nd §2.,172 126,405 796 ,€00 nd
Total operat. expenses nd 2,209,099 1,231,547 2,402,820 nd
Op. i1ncome bef.subsidies nd 20,156 80,1E4 (239,364) na
]
Op=rating subsidies .
60z nd 76,593 o 95,600 rd
Gther donors nd 0 0 143,564 nd
‘Total oper. subsidies nd 76,593 0 239,364 ni
Iﬁvestments 125,424 390,210 342,000 8oC ,002 nd
InQestment subsidies .
60z 0 0 : 0 (] nr
Private 125,424 330,310 261,816 692,000 nd




Table H.l (cont'd.)

Appendi» H (cort'd.:
App. H, page 2 Bibangea Boloro Bwamanda Dungu talsrda
GENERAL HUSFITAL
Operating revenue . :
Cale healin services 4,%47 142 1,158,320 B75 ,5€Z 1 ,50C% ,40¢ < ,753.80!
Sale cof drugs -—- - - §69,200 -—
Total operating revenue 4,947,142 1 156 ,32¢ 87~ 5683 51397,606 2,75¢ ,6¢!
{-eratirg e.cerzz: ' ’
Salaries 2,399,673 675,224 . 739,207 1,892,240 7,274,077
Drugs 555 666 506,950 S63 ,607 741 ,00Q 91@,117
Maintenance veh.i bdgs. gz2 ,971 26,756 176,547 EQ,450 21,2858
Fusl 8 lubrifiants 439,160 17@,925 163,839 79,202 62,350
Other z.peansas 783,387 145,982 160,244 116,400 167,741
Total operat. e.penses 4 572,855 1,527,657 ), 603,844 2,889,208 G3I,271,35z¢
. Op'g 1nzome bef.sunsidie (23,713 (371 ,237) (925,261 (491 ,72@) (511,58759)
Operatlng subsidies
60z Q 3 .623 ("] 196,200 24,022
Other donors 23,713 232 .04 825,261 2G93 ,5:20 487,579
Total oper. subsidies 23,713 371,337 825,261 481,720 511,873
. Inveztments 326,413 493,556 @ 100,000 )
Investment subsidies
G0z ? ] "] ] 2
Private 328,413 493,556 Q 100,009 0
HEALTH ZONE
Operating revenue .
Cale nealth services nd 3,285,575 2,190,714 2,623,258 nd
Sale of drugs’ nd 0 @ 1,937,769 nd
Otn:r‘operatxng revenue nd o ] Q ne
Total operating revenue nd 2,285,575 2,190,714 4.,561,0t6 nd
Operating expenses . ’ '
Salaries nd 1,365,179 1,30),690 3,173,046 nd
Drugs nd 1,677,622 1,064,995 1,614,804 ng
Maintenance veh.& bdgs. nd o8 7EE 391,947 60,480 no
Fuel & lubrifiants nd 170,925 163,639 229,920 nd
Other expenses nd - . 481,418 330,806 £94 ,360 nd
Tetal operat. expenses nd 3.743,340 3,273,189 5,672,612 nd
Op. 1ncome tef.subsidies | nd (358,365:(1 ,@82,475)(1,111,5586 na
Operating subsidies
60z nd 121,600 117,178 474 ,000 rd
Otner dorors nd 333,314 1,044,851 637,552 nd
Total oper. subsidies nd 455,114 1,162,059 - 1,141,652 nd
I .
Investments 455,549 926,400 242,000 992,000 nd
Investment subsidies
602 ] e Q ] nd
Frivate 455,549 92€,400 261,818 922,000 LF



Table H.l (cont'd.

Appendi. H (cont'd,
App. H, page 3 Kaniama Kikimi Kindu kirotshe Scna-Bata

CENTRAL OFFICE
J-erating revenue

Suparv. fees h.centers nd ' ¢ ] 130,582 2
Net revenue drugs sale nd Q- 0 8e ,299 11e,0732
Other cperating revenue nd 0 172,224 ] 15,944

* Total operating revenue nd 2 173,224 218 8E2 129,017

Cperating ‘e-penses : . : . . .
Salaries nd 283,683 409,500 - 119,764 160 ,546
Maintenance vehs.bbdgs. nd 25,670 31,261 --- 18,502
Fual & lubrif. nd 101,251 143,940 103,776 . 3B,7CE
Gffice supplies nd - 11,313 353,328 33,498 21,ea0
Other s:penses - nd 82,825 155,623 47 ,96E 16,047
Total cperat. e~penzes nd S04 ,5852 773,582 321,044 | 253,7c7
Op. 1ncome bef.subsidies nd (5@4,852) (BO2,326)  (B2,162) (124,770
Operating subsidies . . . S ¥
602 nd 504,852 409,500 Bz,162
*Other donors nd . o 190,828 . Q 124,779
Total oper. subsidies nd 504,852,' 602,32 82,162 124 ,77C
Investments . nd’ 464,546 0 © 209,934
Irvestment subsidies : o
G602z nd ' 464,546 "0 ("] 2
Frivate nd * 1) 0 '/ 95,374

HEALTH CENTERS
Operating revenue
Sale health services 1,616,147 907,430 1,350,415 1,205,832 nd
Sale of drugs -— -— -— 1,065,408 nd
Total operating revenue 1,616,147 907,430 1,390,415 2,374,240  nd
Cperating expenses .

- Salaries . 885,781 -— 689,275 6990 ,6&& ng
Drugs 711,681 257,683 287,056 971,280 nd
Superision fees Q. 0 Q 13@,5e3 nd
Suppli=s, miscellaneous 704,513 £59,408 307,695 365,645 rnd
Total operat. espenses 1,976,375 1,117,291 1,384,026 2,158,400 nd
Op. xncome‘bef.ﬁubsxdxes (365,226 (229,861) £,359 _215,6@0 ,nc'
Operating subsidies E
GOZ . 22,7z 0 o 122,000 no
Othar donors ‘ 337,500 209,661 ] 117,721 nd
Total oper. subsid:es 360,206 229,861 0. 247,731 rd
Investments - 995 21§ 1,745,612 162,109 829,632 nc

Investment subsidies
602 ) @ |,165,278 o ] rc
Private 985,216 560,334 162,109 366,061 nd




Appenc:, H (ccont'qg.)

Table H.1 (cont'd.)

App. H, page 4 Faniama Kikimy F1ndu Kir2tshe Sora-Bata
GENERAL HOSFITAL s
Operating revenue
Sale health services 2,94E BZ0 €d7,8C0 1,536,555 1,328,115 ng
Sale ¢f drugs -—- 551,320 -—- - rig
Tot#]l operating revenue <,945 630 ,355,109 1,536,555 1,328,115 nd
Gperating e~ penses
.aalerxe* 1,346 (€35 - 500,000 172,897 1,527,868 ridg
orug 1,828 12 &45 000 573 EQC 217078 nd
Haxntenance veh, & bdgs. 178,492 . 60,500. -—- 47,712 nd
Fuel 8 lubrifiants - 36,000 ——— 229,929 ne
Qther espenses 275,718  © 17Q,5¢0Q 310,353 305,829 ro
Total operat. espanses 3,331,9;; 1,412,000 2,156,596 ©o,22%,244 nd.
Gp'Q income bef.subsidie (385,344) (52,900, (B20,341101,000,125) nd
‘Operating subsidies
GO 385,344 o Q2,6 1,000,129 rc .
Other donors ] 52,900 419,675 ] ne
Total opar. subsidies 385,344 52,900 620,341 1,000,129 nd
Investments ) 0 /] o 0 nd
Investment subsidies .
GO ] 0 0 ] no
Private ] 0 0 o nd
HEALTH ZGNE ’ T
Operating revenue )
Sale health servicés 4,562,777 1,715,220 2,926,970 2,623,947 nd
Sale of drugs - 551,300 °  --- 1,085,423 ne
Uther operating revenye 0 0 3,224 ) nd
Total operating revenue 4,562,777 2,266,530 3,190,194 3,702,355 ng
Operating expenses, . ' ) )
Salarias 1,908,420 . 783,663 2,271,672 2,338,058 nd
Orugs 2,233,806 S02,883 1,060,656 1,186,458 nd
Maintenance veh.& bdgs. 179,492 86,170 31,261 47,712 nd
Fusl 8 Jubrifiants ] 137,381 143,940 233,7@5 nd
Uthar e.penses 980,651 1,124,246 806,945 749,172 ng
Total operat. espenses 5,305,34¢ 3,034,1&3 4,214,474 4,657,105 nd
Op. inzome bef.subsidies (745,572) (7€7,813)(1,214,280) (854,750 nd
Uperating subsidies .
602 408,072 524 ,852 610,166 1,212,291 ng
Other donors 337,500 262,761 -610,503 117,721 nd
Jot1a]l oper, subsidies -745,572 767,613 ,550 €69 1,332,022 nd .
Investments 885,218 2,210,158 152,109- 829,632 ng
Investment subsidies
G0z -0 1,625,824 0 ] nd
Private 995,218 560,334 162,108 266,061 nd




SOURCES OF FUNDS

TOTAL OPERATING REVENWUE
Central Office
Healih Centers
Reference Hospital

Total
SUBSIDIES
60z
Private Donors,
Total
TOTAL S0URCES OF FUNDS

«USES COF FUNCS

fippendis 1

HEALTH ZGNES

Table I.1

TOTAL OFERATING EXPENLITURES"

Central Office
Heaitn Centens
Reference Hospital

Total

- TOTAL INUESTMENTS
Central Offaice
Health Centers
FRaference Hospital

Total

TCTAL USES OF FUNDS

STATEMENT OF SOURCES AND USES OF FUNDS
(Zai1res, J955) '

Bibanga Bokoro Bwamanda Dungu Kalonda
54,814 0 0. 0 0
na 2,025,255 1,312,131 2,163,456 ne

4,947,142 1,156,32 878,563 2,357,600 2,753,6%
na 3,285,575 2,190,714 4,561,056 na
na 121,008 117,178 474,000 na
na 1,289,714 1,306,657 1,539,552 na
na 1,361,514 1,423,875 2,013,552 na

. na 4,767,089 3,614,588 6,574,608 na

604,973 430,617 . 345,398 533,588 572,810
na 1,765,666 1,123,547 2,243,724 na

4,970,855 1,527,657 1,803,844 2,869,320 3,071,582
na . 3,743,540 3,273,185 5,672,612 ra
1,712 42,534 ) 0 631,25
na 392,310 342,009 802,000 na

326,413 453,558 0 102,000 2
na 826,420 . 342,000 992,000 na

SEEESSESEER EENSEEBEEK ---I_--l-- ----ﬂ‘-.-l AEEBEEZESE
na 4,670,340 3,615,189 6,574,612 na



SOGURCES OF FUNDS
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TOTAL OFERATING REUENUE
,Central Offics
Health Centers
Reference Hospital

Total
SUBSIDIES
607
Private Donors
Total
TOTAL SOURCES OF FUNDS

USES OF - FUNCS

Appendis 1

HEALTH ZONES

(Cent’'d)

Table 1.1 (cont'd.)

STATEMENT OF SCURCES AND USES OF FUNDS

-TOTAL OPERATING EKPENDITUPE:

Central Office
Health Centers
‘Reference Hospifal

Total

~ TOTAL INVESTMERTS

" Central Office
Health Centers
Reference Hospital

Total

TOTAL USES OF FUNDS

6,303,567

(Zaires, 19857
Faniama Kikamy Kindu Hirotshe Sona-gata
) ) 173,224 ) 15,344
1,616,147 907,430 1,350,415 2,374,242 ne
. 2,945,630 1,259,100 1,526,555 1,326,115 na
4 552,777 2,066,530 3,100,194 3,707,355 na
405,072 2,134,676 610,166 1,212,28)°  na
1,332,718 843,095 772,612 - 483,782 na
1,740,790 2,577,771 1,382,778 1,656,083 na
6,303,567 5,244,301 4,462,972 5,398,438 na
@ S@4,852 773,552 301,044 253,787
1,976,375 1,117,291 1,384 ,026° 2,027,817 na
3,331,974 ,41:,000 2,156,696 2,328,244 na
‘5,308,349 3,034,143 4,314,474 4,657,105 na
@ 464,546 ) @ 205,934
§95,218 1,745,R12 162,108 829,632 na
) ) ) o na
995,218 2,210,158 162,109 829,632 na
5,244,301 4,476,583 5,466,737 na
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Central Office
Healih Centers
Reference Hosp.
Private Donors
Central Office
Health Centers
Reference Hosp.

Total
Total
Total

602

TOT.OFER. REVEVUE!
TOT.OPER.EXFENSES!

SUBSIDIES
TOT.SOURCES FUNDS!
USES OF FUNDS

TOTAL INVESTMENTS!
Central Office

na

Health Centers

]
)
'

na
3P P T S Y RIS R R X PR SR R E R DR SRR R 2 2 R 48 - 0.0 £ JA0 2§ 2 0 2 % 2 % B £ .2 3 2 L 2 K B J

Reference Hosp.!

Total
TOTAL USES FUNDS



Table J.1

Appendi~ J
Sample of Prices

of Health Care Services

Ten Health Zones

1986

(1966 Zaires)

{Biban!Bolo-iBwa- !DunguikaloniKaniaikKiki-iKinduiKirotiSona |

1LHEALTH CENT

.FPer episcde
fee curative
private

f

E.Fer episcde

fee curative

entergr.benef.

eram

C.Laborat.

D.Circumcision

E.Suture of

n

Jarge wound

-

d

100 | _

6.Tab.

i@+ n

n

85

F.Delivery

aspirane

ﬁ

H.Chloramphenic.

n

1.Peni-proc 1nj.

J.Chloroquine

180 mg

]
1

K.Oral Rehyd.

n

Salts for 11t.

.PREVENTIVE FRG

L.Pre-natal

-
S

M.Pra-achacl

/Y

_3.FEFERENCE

(per year eg.
N.HOSFITAL

-—

Day Hospital.
~“rivate

O.Lay Hospital.

firm benefic,

F.Oelivery

Q.Uncomp.Hernia

n

n

1713001

12500 |

11009

600

1710001000

R.Caesarean

not available

n:

price included i1n the per episode fee
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Table J.l (cont'd.)
!Bata

she:
10.50

10.83

J (Cont'd)

Sample of Prices

of Health Care services
1986

(1986 Collars)

Appendi»
Ten Health Zones

ro ‘mandail
e e e o e e e ———————————m e e m—————————— e e e e

Biban:Bolo-!Bwa- !DunguiKeloniKanialkKiki-iKinduiKirotiSona

.ga

fee curative

.HEALTH CENTERS
private

A.Fer episooe

1

B.Per episode

-

t
1

fee curative

10.08

12.50
10.323

"12.50

n

11.67 1C.8B3

n

firm benefic.

C.Laborat.

[12]

10.7

D.Circumcision

n

17 11.67
10.01 !

il

. n
a.

.B7

i1

14.17

11.87
10.01

n
n

E.Suture of
large wound

F.Delivery

G.Tab. aspirine

H.Chloramphenic.

I1.Peni-proc 1n>.

J.Chloroquine
100 mg

-
-

+0.50 10.33
10.1

1.1

11,00
1017

n
n’

-
-

! n
0.1

n
n
10.38

10.42
i0.17

=%
P T

10.67
0

10.867
10.07

10.75
n

i
t
[l
i
1
]

SFITAL
Day Hospital,
private,

=4

(per year eq.):0.17 10.33 !0.08 10.08 !

_---_--_---_m--—-—-—------__-—_-_-_-L__-_-é-_--_--—_--—_--__-_4_—---—----—--

Salts for 11t.
% .REFERENCE

K.Oral Rehyd.

2 .PREVENTIVE PRG!

L.Prg-natal

M.Pre-school

0.Day Hospital.
firm benefic.

P.Delivery

N.HO

n

1“1 .8t

.7 115.0
116.7 141.7

R

14.17
110.0

178.3318.33
18.7116.7

price included i1n the per episode fee

not available

Q.Uncomp.Hernia
R.Caesarean

n:
a:


http:i'8.3318.33
http:1,0.33:0.38
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Appendix K

Population's Expenditure jn Health Care Services

Table K.1, below, derives the per capita expenditure 1n health cure
within the zones' networks for calendar year 1985. The team was unable to
obtain data on people's health care expenditures 1n parallel dispensaries.

Per capita annuai e-penditure has been computed by dividing the annual
revenue generated by each category of service (ambulatory curative and
preventive, i1npatient’ by the population covered (see table on aprendixr G,
Further deta:ls of how the per capita expenditures were derived can be found

in apcendix L.

Table K.1
Average Per-capita Health Care Expendjture
Within the Zones' Networks
© 1388

(1985 zaires)

Bokoro Buaman Dungu HKalon Kania Kiki Kindu Kirot

da da ma mi1 she

Fees for ambulatory
curative treatment.
(drugs and procedures .,
excludad) : 1 13 17 na 7 10 12 na
Ambulatory curative
drugs and procedures . 8 0 19 na 17 4 . b6 na
Fees for ambulatory .
preventive programs ' 1 N "0 na 3 - 1 "0 na
Hospitalization and
inpatient procedures 14 21 48 48 57 | 23 28 19

35 36 84 na 85 38 46 , na

" The results 1ndicate that in 1985 the expected per-capita expenditure
of an average person in the zones' networks varied between 352 ($,70) in the
health zone of Bokoro and 857 ($1.70) in the zone of Kaniama. In all the
zones, the major componant of the annual cost 1s that of hospitalizations. In
kaniama, for e-ample, the expected hospitalization expenditure of a perscn
was STZ ($1.19) 1n 1985, representing 67% of the 882 (%1.70) total enpected
per-capita expenditure i1n health care 1n the same year,



Appendix L

HEALTH ZONES
STATISTICS ON COVERAGE, UTILIZATION

ANC POPULATION'S EXPENDITURE IN PRIMARY HEALTH CARE

(Zaires, 1985, 1US$=507)

Table L.!

Bibanga Bokoro Bwamanda Dungu kalonda

A.Pop'n Health Z&Be 164,303 105,000 114,410 121,000 135,030
B.Foguiation covered na 20 £5,507 62,500 67,500
C.Population covered (Z; na 99% ., 75% | S0% 50%
D.New epirsodes curative na 61,068 66,837 49,985 na
E.Uni1t price new ep. cur. 20 17 20 S0
F.Total revenue n.ep.cur, na Sb 1,13€,22 999,700 na
6.New ep1sodes preventive na 4,681 9,187 1,321 §5,1€32
H.Ynit price new ep.prev. 25 20 10 =17
I.Total revgnQe n.ep.pre. na ’ ll?,QZS 183,740 13,210 na
J.Total rev. néw episodes na . .1,338,385' 1,319,969 1,012;910 . na’
K.Total op. revenue H.C.  na 2,229,265 1,312,131 2,163,455  na
L.Rev. drugs & procedures na 890,870 @ 1,150,546 na
M.Average rev,drugs+proc.

per new episode cur. na 15 "0 o3 na
N.Total op. rev. Hospital 4,970,855 1,527,857 ‘1,833,844 2,889,320 271,550
0.Number hospitalizations 3. 1034 5928 1936 . 1455
P.ﬁverage‘rev. per hosp. !, 1,477 304 1,492 2,.49
AVERAGE STATISTICS Bibanga Bokoro Busamanda Dungu Kalonca
PER FEZRSON PER YEAR
Q.New epgs. cur.treated na 0.57 0.78 " 0.83 na
R.NeuAcése prev. treated na 0.04 A1 0.02 Q.dc
S.New hospitalization na 0. 0.07 0.03 e.e:
T.éxpendxture new ep.cur.

drugs+proced. e~cluded na 1" 13 17 na
U.Expenditure 1n drugs

and proced. new ep.cur. ' na 8 0 19 na
V.Expenditure new ep.pre. )

drugs+proced. aincluded na 1 2 ? na
W.Espenditure hospitaliz. 14 21 48 43
X.Total aver. e«<penditure na 35 36 64 ra




Table L.l (cont'd.)
Append:~ L (cont'd.)

HEALTH ZONES
STATISTICS ON COVERASE, UTILIZATION
AND FOPULATION'S EXPENDITURE IN PRIMARY HEALTH CAFRE

Kaniama Kibimy Kindu Kirotshe Scna~Bata

A.Fop'n Health Zoke  78,636 63,521 105,000 200,000 75,002
B.Fopulation covered 58,3328 61,625 77,700 110,200 75,280
C.Fopulation covered (%) 74% 74% 74n 60% 100%
0.New epi1scdes curative , 20,295 23,787 29,959 na 192,413
E.Unsi price new ep: cur. 20 25 ‘ | 30 S2/visit 2eIl-Ee:
F.Total revenue n.;p.cur. 405,900 594 675 898,770 (] na
G.New episodes prevent;ve 19,022 - ,Ba2 g8} na na
H.Unit price new ep.prev. 20 25 50 na 207-827
I.Total revenue n.ep.pre. 200,640 65,050 34,050  na na
J.Total rev. new episodes 805,540 - 859,728 932,820 na na
K.Total op. revenue H.C. ‘1,516,147 907,430 1,390,415 2,274,240 na
L.Rev. drugs 8 procedures 1,005,627 247,795 457,595 na ra
M.Average rev.drugs+proc.

per new epi1sode cur. cd 19 15 na na
N.Tota: op. rev. Hospital 3,331,374 1,412,000 2,156,896 2,328,244 na
0.Number hospitalizations 2655 1040 ° 3424 1000 3850
P.Average rev. per Hosp. 1,187 1,258 638 2,328 ra
AVERAGE STﬁTiSTICS Kaniama Kibimy Kindu Kirotshe ©Sona-Eata
FER FERSON PER YEAR ' :
Q.New epis. cur.tréated 0.35 0.38 .33 na na
R.New cese‘prev. tréeted 2.17 0.04 . 0.081 na na
S.New hospitalizaticen 2.5 0.2 .04 @.01 el
T.Espenditure new ep.cur. .

drugs+proced. excluded 7 10 12 na na
U.E-penditure 1n drugs

end proced. new ep.cur, 17 4 B na na
V.Expenditure new'up.pre.

drugs+proced. included 3 ! 0 na na
W.Expenditure hospitaliz. 57 23 28 19 na

X.Total aver. expenditure 85 38 48 na ra



Appendix M

. Capjta) Cost Recovery Thrcugh User Fees

This appendi» estimates the annualized capital e~penditure of a typical
health zone and 1ts units and comments on the pcssibility that these
expenditures be financed by the zones through user fees.

The 1nvestment cost of building a fully equiped health center 1
estimated at 430,0007. (Décember of 1984 prices, from Conclusions Generales de
la Table Ronde sur les Scins de Sante Primaires, Republigque du Zaire,
Departement du Plan, December 13-16, 1884). .

Assuming that the health uryt has to be built, and ihat the jrnvestmar:
18 financed with a ten-vear, jnterest-fres Joan, the monthly lcen repayment
should be 3,5E3Z, 1n nominal terms. In other words, 1f the usaful life of t-e
asset was 1@ years, and 1f health centers were able t5 put aside nominal
3,883 per month, at the end of ten years they would nave repaio the lcan and
should 'be able to take a new loan to build & new facility.

The average monthly revenue of health centers can be compared with the
estimated loan repayrmcnt to assess the center's ability to self-finance their
investments., Information from Bokoro,.Bwamanda and Kirotshe ‘indicates that
the 1985 average monthly revenue of & ‘health center was 4,6007,.5,4407 and
5,470, respectively (derived from appendix H which shows total revenue of
each zone's health centers and from the table i1n appendix E which shows the
total number of healthh center¥ 1n each zone).

Assuming an average-monthly revenue of 5,500Z per health center, the
3,583 loan r=payment would represent B65% of the unit's monthly ravenue 1n
the first year. However, since the loan 1s fixed in nominal terms and the
revenue presumably grows with inflation, assuming a 10% annual inflation, at
the end of ten ysars the monthly revenue would be 14,2657 and the 3,583:
mortgage would represent 25% of the center's revenue. In other words, the
average health center would have to be able to allocate B5% of 1ts revenue
for repayment of the loan in the first year and 25% in the tenth year.

If the best financing alternatve igﬁ health centers were loans with 2n
jnterest rate equal o anflatjgn (y.e., zero real interest rate), the monthly
mortgage would represent 65% of and average center's monthly revenue each
year , curing 1fs 1Q-year's useful life: :

I1f the health facility already exists (and has been financed with a
subsidy), 1t would need to put asicde 1n a capital replacement fund an amount
of money equal to the depreciation of the center adjusted by market value. At
the end of the useful life.of the unit, the replacement fund should be egual
to the 1nvestmert cost required to build a new facility. Assuming a 1@-year
useful life, the marret-adjusted osprecziation allowance should be 3,583 pe-
montn, 1n real terms, or 65% of a center's average monthly revenue.

(.



Appendi~ M (Cont'd)

Given the current financie! situation of health centere, 1t 18
inccnceivable that these units will be atle to fully finance their capital
investments 1n the short term, Many of them are incapable of recovering tneyr
operating costs tnrough user-feec revenue. Furthermore, 1f health centers
dig nct have acce=s to i1nterest-free financing, th=ir ad1l1ty to self-finance
sresr ranital 1nvestmente would Ce reduced even further,

Cimilar calculations can be made for reference hospitals. The estimated
Lnvestment cost cf puilding @ new fully equiped, 100-be=d hospital, was
4,920,020 1n December of 1584 prices (source: 1bid).

Assyming ihat the hospital needs 1o be built and that 3t will be
financed with a g@-v=ar, yrite~est-fraa loan, the monthly mcrtgage cn the loar
weule be 20,4162, Date from Tapie 4.4 and appendi» C indicate that the 1825
average 'cnthl) reverue of & refererce hospital was 152,0007 (arithmetic
average fcr 2 hesltn zonss 1n 13E5 zeires), A monthly morigage payment of
20,4167 would recr=sent 145 of the hospltal's operating revenue at the
beginning of the first year and 2% at the end of year Z@. Stated
differantly, an average reference hospital should have to set aside 145 of
1ts operating revenue to repay the loan 1n year one and only 2% at the end cf
year twenty. If the interest rate on the Joan was equal to jnflation, the
mor tgage payment would be equivalent in real terms to 14% of the hospital’s
revenue 1n each of the 20 years. '

Lf the hospital already e-1sts and has been financed with a sybsidy,
1t would need to set aside a real depreciation allcwance equal to <0 ,4'el, or
18% of 1ts average revenue each month to be able to replace the building and

1ts equipment at the end of 20 years.

Since all hospitals had an opercting deficit 1in 1985, they would have 12
increase their revenue by an average cf more than 14 percent to cover all
operating and capital-replacement costs.

Hospital's ability to self-finance their cacital investmerts 1s gre2ter
than that of individual health centers since the ratio of the hospitals’
revenue to the assumed mortgage (or depreciation allowance) 1s much higher
than that for health centers.

Firally, the set of health centars and the ho epi1tel should elsc pe ezle
to contribute to the financing of the investments made at the ceritral cffice
level. The required investment 1n a typical central office was estimated at
3,400,0002 (December_of 19€4 prices, socurce:! 1ibid). Such an 1nvestiment wculd
add a monthly mortgage component of 18,9007 (15 years of useful life,
interest-fee lcan), approsimately two t1me5 the monthly suppervision fees
paid by all the healih centers to the central office of Dungu or Bolorc 1n
.13¢% '

HL\



GLOSSARY
(In alpEaSetical order)

Ambulatory health care: care provided cutside 3f inpatient settings
A(source:l).

Coinsurance: when some entity reimburses the patient for a certain
fraction of the price of the health care service. A coinsurance level of
80 percent -in effect lowers the price to the patient of those covered
services by 80 percent (source:2). :

Cost: the monetary value of tne resourzes used tc obtain or acuieve some

objective. For example, the cost of the supervision to the health centers

by the central office 1ncludes the fuel used by the car, a propcrtion of

the salaries of the supervisors, the per-diems paid to the supervisors,
etc. : :

Cost recovery: ability of a health facility to raise revenue from the sale
of gonds or services SO as to cover its costs.

Coverage: the term coverage is used ir the text to denote the proportion
of the population of 2 given geographic are which hus access to, or is
using a, given health service.

Cross-subsidization: refers to the action of using the revenues generuted
Ly one type of service or health unit to cover a portion of the costs of
another service or unit.

Depreciation: loss in value of a building or equipment as a result of
physical deteriecraticn due to its use over time or to technical
obsolescenze. For example, if a building has a useful life of 30 years, it
will be deprnciated in 30 years. Annual depreciation iz may be computed as
the investment cost divided by the years of useful :ife. A building that
cost 3,000,000Z with a 30-year useful life has an annual denrecration of
3,000,000/30 = 100,000Z.

Depreciation allowance: amount of money that is set aside periodically in
order to be able to replace fully depreciated buildings or machinery in the
future.

Experditure: uued in the text as a synonym for cost.
" Expense: used in the text as 2 synonym for cost.:

Pee: price charged to the user for a service. If the user is a patient,'
the fee is the pz.ce he or she pays for the care received.

Fee per episode of diszase: price of the treatment of an episode of
disease. Under a fee per episode system the patient does not have to pay
for repcat visits to the heolth facility while treating the same episode of
disease. Drugs and other procedures may or may not be included in the
initial fee for the episode.

Financial autonomy: ability of an institution to generate erough funds
vith its own operations to cover all its operating and investment costs.



GLOSSARY (Cont'’d

)

FPixed cost: costs that do not change in total as a necessary result of

smai) changes in volume of production (source

:3). For example, the cost of

runnirg a refrigerator {s a fixed cost with respect to the activity of’
immunizations: the cost of running the refrigerator is the same’ vhether

the amount of vaccines stored in it increases

ol decreases.

Health area: geographic area wvhose population is served by a given health

facility.

Health zone: geographic territory as delimited by the Department of Public
Health of Zaire. An operational hezlth zone has a reference hospital,
betveen 10 and 40 health centers and a central office. Most health. zones

also have reference health centere and health

posts (see description of

facilities in appendix A). The average population living within a health

zone is 100,000 people.

Health zone network: set of health facilitie

s within a zone that have been

approved by the zone’s central office to operate and that conform to the

rules established by the central office. Mos
of the units within z network are supervised

Inpatient care: healtﬁ care services provide
hospitalized. '

Investment: amount of money spent to'acquife
" machinery) or a service (e.g., education.of ¢
more than one year.

Marginal cost: additional costs incurred vhe
unit of output. For example the marginal cos
the cost of the vaccine and that of the syrin
person vho gives the vaccination was paid tor
administers, then the amount paid to him or h
marginal cost.

Medecin Chef de Zone: Medical director of a
Netvork: see health zone natwork. ’

Non governmental organization (NGO): organiz
government of Zaire.

Occupancy of hospital beds: percentage of th
beds of a hospital are used by patients.

Operating cost: all the costs incurred by a
oifice in their operations. It includes the
bonuses paid to the personnel; drugs consumed

t of the technical activities
by the central office.

d tc a patieﬁt wvho is

a good (e.g., buildiné,
he -persounel) which will last

n producing one additional

t of vaccinating a child. is

ge if not used again. If the
each vaccine that he or she
er -would also be part of the

health zone.

ations other than the

e time that the set of the

health facility or the central

costs of: salaries.and
; office supplies; fuel;

supervision fces; maintenance of buildings and machinery. It includes

neither investments nor depreciation.

Operating expenditure: used in the text as a synonynm for operating cost.

=



GLOSSARY (Cont'd)

Operating expense: used in the text as a synonym for operating cost.
L] R

Operating revenue: amount of money generated by the sale of services or
goods by a health facility or central office.

Outpatient health care: health care services provided to patients not
requiring hospitalization.

Ooverhead costs: costs of running a facility which cannot be linked
directly to the volume and types of services produced by the facility. For
example, the salary of the hospital’s accountant is an overhead cost since
it cannot be related or linked directly to the quantity or types of health
services provided by the hospital. Overhead costs are fixed costs.

Parallzl provider: or competitor. Used in the text to denote the health
units or health personnel who provide health care services to the
population but do not belong to the health zone's network.

Payment per episode of disease: see fee per episode.

Per-capita operating expensés: total operating expenses incurred by a zone
or health unit during a certain period of time (for example the year 1985)
divided by the population covered (see coverage) by the zone or unit.

Pre-paid health plan: contract between a health unit (or group of units)
and a person (or group of persons) which entitles the person(s) to receive
certain types of health services for a fixed price paid in advance. The .
contract may or may not include additional payments vhich vary with the
services provided to the persons enrolled in the plan.

Profit: difference between the totel operating revenues generzted by a
facility and the total costs ipcurred by it during tke same time period.

Recurrent cost: used in the text as a synonym for operating cost.

Self-financed health facilfty: a facility vhose operating revenve equals
or exceeds its operating costs in a certain time period.

Sources of funds: monetary value of all the resources available to a zone
or health facility to be used during a given period of time. It includes
. all operating revenues and subsidies. '

Subsidy: money, goods, or services given free of charge to a zone or
health unit by an external entity.

Surplus: used in the text as a synonym for profit..
Uses of funds: monetary value of the resources used by a zone or facility

during a certain time period. It includes all operating costs and
investments. : ,



User fee: same as fee.
Variable cost: any cost that
facility] is to achieve a sma
(source:l). :
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GLOSSARY (Cont’d)

must be increased in.total if the [health
11 increase in 'the level of activity
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