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A SIMPLIFIED COSTING FORMAT
 
FOR PRIMARY HEALTH CARE ACTIVITIES
 

A. Introduction
 

Information on the actual cost of primary health care programs is some of the
 

most necessary and useful data potentially available to program managers,
 

planners, and evaluators. Cost information cat. be used: in benefit/cost and
 

cost 
effectiveness analyses (to choose among alternatives); to monitor program
 
or expanded programs; and, to
implementation; to project the costs of new 


identify areas where efficiency can be improved. Despite the clear importance
 

of cost data, little has been done to ensure that cost information is complete
 

for any given program or consistent from program to program. Start-up costs
 

generally include capital investments, but often lack information on the costs
 
In many cases recurrent cost
to administer and manage the start-up phase. 


information is completely absent or omits key inputs: from host country minis­

tries or the communities being served.
 

cost information often times cannot be used as a management tool.
As a result, 

In addition, where cost data is needed for projecting the costs of new
 

programs or for making decisions on the allocation of scarce resources to
 

competing programs (i.e., ORT, immunizations, water supply and sanitation)
 

specialized consultant teams are needed to conduct studies of the past program
 

implementation records. Much of this information should be, but is not readily
 

available -- because it was not gathered when the program was being
 

implemented.
 

The purpose of this paper is to present a set of standardized costing formats
 

for both development (start-up) and recurrent (operating) costs. The formats
 

are intended to be used as a starting point or checklist for the costing of a
 

wide variety of primary health care activities. Although the specific elements
 

of any given program may vary, the standardized groupings serve as a reminder
 

of the types of costs that are to be included and to ensure that the inputs
 

from all sources (i.e., donors, ministries, communities) have been considered.
 

Examples of the uses of the formats for a water supply program and an immuni­

zation program are also presented in this paper.
 

The standardized formats are intended for use by project managers and field
 

personnel who are implementing child survival and/or water supply and sanita­

tion programs. In particular, the managers of private voluntary organizations
 

and ministry of health programs will find the guidelines helpiul for estab­

lishing the output information required from cost monitoring systems and for
 

summarizing program costs in a way that will be meaningfil. to others. The
 

costing formats will also be helpful to technical assistance teams and
 
for use in introducing the
evaluation teams for use as a summary format or 


concepts of cost monitoring to project personnel in the field.
 

This paper has been developed by the WASH (Water and Sanitation for Health)
 

Project in consultation with the REACH (Resources for Child Health) Project.
 

Both projects (1 are funded by the U.S. Agency for International Development
 

(1) The WASH Project provides short-term assistance in water supply and
 

sanitation; the REACH Project provides assistance in immunizations, health
 

care financing and primary care system support.
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(USAID). It is hoped that the presentation of this paper will promote more
 
data and stimulate actions to
discussion on the importance of adequate cost 


resolve outstanding issues on costing terminology and methodologies.
 

B. Area of Focus
 

Ata defined following activities
The conference at Alma in 1978 the as
 

elements of primary health rare:
 

o Safe Water Supply
 
o Basic Sanitation
 
o Health Education
 
o Maternal and Child Health Care and Family Planning
 

o Immunization Against Major Infectious Diseases
 
o Prevention and Control of Locally Epidemic Diseases
 
o Promotion of Food Supply and Proper Nutrition
 
o Appropriate Treatment of Common Diseases and Injuries
 
o Provision of Essential Drugs
 

Each of the areas listed above presents a need for cost analysis and there­
a need for cost information, but
fore, cost information. Not only is there 


several of the areas, like water supply, basic sanitation, health education,
 
treatment of common
immunizations, and oral rehydration therapy (a part of the 


diseases and injuries) also have similar types of field activities. These
 

activities include training, construction of buildings or systems, community
 
In addition, the types of activities
organization, program promotion, etc. 


group general
and associated costs make it possible to the costs into 


categories (personnel, materials, equipment, transportation, etc.) that are
 

the same for each of these PHC activities.
 

The similarity of these activities is illustrated by the possible integration 

of ORT and immunization programs with a water supply prcgram -- to promote 

better coordination, mutually reinforce interventions, and reduce field costs. 

An exa le is a USAID-funded program in Bolivia. This program is being
 

impleme ed by CARE and Departmental Development Corporations (DDCs). The
 

program combines child survival funds for ORT and immunization with other
 

funds for the zonstruction of water supply and sanitation facilities. The
 

program started in July 1986, and holds great promise for extending multiple
 

benefits to the target communities at a cost that will be less than separate
 

programs.
 

Integrated programs of this type are also underway in Malawi and are being
 
are
planned for Zaire. In addition, more and more child survival programs 


being planned or expanded, including those being implemented by private
 

voluntary organizations. Although it is encouraging that more attention is
 

being paid to child survival activities, it is unclear to hat extent the
 

actual costs of either integrated or separate programs will be captured and
 

presented in a useful way for program management or for ftiure decision­
information, program analysis and extrapolation to
making. Without good cost 
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other situations will not be possible and valuable lessons will be lost. What
 
is needed is to insure that ongoing and future program costs are captured
 
presented in a standardized, useful manner.
 

Because of the pa.ticular experience and expertise in the WASH and REACH
 
Projects, this paper will focus on developing a standardized costing format
 
for selected aspects of PHC: water Supply and sanitation, health education,
 
immunizations, and ORT. These PHC programs are the most similar in terms of
 
objectives and in th-etypes of costs usually incurred. Although the initial
 
focus is limited, the standardized costing format that is developed for these
 
activities should be applicable to other PHC programs as well.
 

C. Need for Standardized Costing Format
 

A number of references were reviewed to determine the extent to which the
 
existing literature on the costs of primary health care activities expresses
 
the need for better cost information and presents costing formats. These
 
references are included at the end of this report. Throughout the references
 
that were reviewed, the need for good cost data is expressed. Typical uses
 
are:
 

1. 	 For reports to funding agencies (and Congress) on the cost of
 
meeting program targets (for example immunization targets in
 
Child Survival).
 

2. 	 To provide part of the necessary information required for cost/
 
benefit and cost effectiveness analyses.
 

3. 	 For cost control and other managerial decisions.
 

4. 	 To forecast future expenditures (for new or expanded programs).
 

5. 	 To determine the mix of resources that is least costly and how
 
the optimum mix will change with changes in wages or prices.
 

6. 	 To determine the scale of operation that is least costly
 
(economies of scale).
 

7. 	 To have the information necessary for setting prices for the
 
service received.
 

8. 	 To determine the causes of variations in costs between different
 
plans or organizational forms.
 

9. 	 For long-term policy and program development in PHC and resource
 
allocation over the short and medium terms.
 

Researchers note that to provide the cost information needed, much work still
 
needs to be done. Robertson in Review of Literature on Costs of Health
 
Services in Developing Countries(ll), points out that health planners require
 
costs in global terms (providing guidance on resource allocations for existing
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and new activities) and a manual containirg standardized nomenclature and 
techniques of cost finding and interpretation is needed. Other comments 
include those by D. Zschock in Health Care Financing in Latin America and the 
Caribbean(14), who notes that "relatively few detailed studies of costs have 
actually been carried out . . ." and that improvements muist be attempted in 
defining key terms related to costs and in "designing and securing agreement 
on widespread use of standardized methods likely to yield comparable 
findings." 

In a USAID publication Guidelines for Data Collectlon, Monitoring and
 
Evaluation Plans for Asia and Near East Bureau Projects(7), the authors point
 
out that most AID projects are not designed to generate management data
 
(including costs). While guidelines for data collection are proposed, no
 
format or methodology for the collection is proposed, and no format or
 
methodology for the collection of cost data by field personnel or evaluators
 
is established. Although standardized costing formats or methodologies to
 
determine the actual costs of World Bank Inter-American Development Bank, and
 
other donor projects have been established, the in'-ormation gathered is often
 
not incorporated into a workable program monitoring system for managers or is
 
collected by evaluators or special teams on a "one-shot" basis.
 

Several of the guidelines that were reviewed present good methodologies for
 
the collection and use of costing information. The difficulty is that these
 
and other guidelines are very detailed in some respects, but do r.ot provide an
 
overall guide that will ensure that all relevant -osts are included. Cost
 
data should be collected and organized in a way that will ensure completenss
 
and facilitate its use by program planners, analysts, and field managers.
 

The WASH Project is currently reviewing cost data for a number of USAID, orld
..

Bank, and Inter-American Development Bank water supply projects. The findings
 
of the reviewers illustrate the following typical shortcomings in project cost
 
information.
 

o 	 Lack of clear information connecting program outputs (numbers of
 
systems built, number of people served) and the costs incurred.
 

o 	 Incomplete information on the types of costs incurred. For
 
instance, no distinction among costs for labor, capiLal
 
equipment, supplies, transportation, etc.
 

o 	 No information on the costs of community inputs into project
 
(either cash expenditures or in-kind expenditures).
 

o 	 No distinction among costs for field related activities,
 
administration and management, health education or training.
 

o 	 Little or no information on the recurrent costs of the projects
 
that have been completed.
 

o 	 Incomplete information on the distinction between local currency
 
and foreign currency costs.
 

o 	 Incomplete information on all of the sources of funding for a
 
project, particularly counterpart inputs and support.
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o 	 Lack of information on taxes, duties, and other fees that have
 
to be paid.
 

Although these findings were based on water supply projects, similar problems
 
exist in other primary health care activities.
 

D. Objectives of the Costing Format
 

To address the needs for and typical shortcomings of cost information, a set
 
of objectives for a cost format have been established:
 

1. 	 That costs be broken down by categories to distinguish between
 
depreciable and non-depreciable items.
 

2. 	 That large costs that are particular to a specific program be
 
identified (i.e., land, buildings, major equipment).
 

3. 	 That the organization of the cost information facilitate several 
standard types of analyses (such as annualized or present worth 
analysis, total costs and average costs) at a preliminary level 
-- for use by program managers without expertise in financial 
analysis. 

4. 	 That the organization of the cost information and the use of
 
preliminary analyses permit the identification of programs where
 
additional analyses (i.e., by an economic analyst) or additional
 
requests for information would be worthwhile.
 

5. 	 That the proposed format be generic enough that it could be used
 
in a range of PHC activities (water supply and sanitation;
 
health education; immunizations; and ORT).
 

6. 	 That the proposed format could be incorporated at all levels of
 
program planning and implementation (from project design to
 
evaluations) to promote familiarity :ith and consistency In cost
 
analysis.
 

7. 	 That the information that is required for inclusion in the
 
costing format be based on detailed project records and that the
 
information could be developed and the format prepared by
 
program or project field personnel.
 

8. 	 That all sources of funding (and the amounts) be identified.
 

It should be noted that the overall intent of developing a standardized cost
 
format is to make available a select amount of useful data, not to generate
 
the data that might be needed for in-depth cost analyses.
 

Likewise, the use of cost information from the standardized format will rely
 
on methodologies that have already been developed and explained elsewhere.
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However, some of the key issues surrounding costing methodologies and examples
 
of several useful analyses of the cost data to be produced are presented in
 
the following sections of this paper.
 

E. Methodological Issues
 

The presentation of cost data in any type of format requires a certain amount
 
of work that involves collecting data, performing calculations, and grouping
 
information in categories. To accomplish these tasks there are certain ways
 
to do the calculations, terms to define and decisions to make about what data
 
to include or not include. The manner of accomplishing these tasks is defined
 
by the methodology and there are certain methodological issues that have a
 
bearing on the usefulness of the results. Some of these key methodological
 
issues are:
 

Cost Calculations. In determining the cost of a program, much of
 
the work involves listing and summing the actual costs in certain
 
categories. However, some calculations (i.e., inventory at the
 
beginning of the year, plus quantity received during the year minus
 
inventory at the end of the year, times the unit cost) are required
 
to determine the materials cost of providing ORS packets, vaccines,
 
or water meters. Methodologies have been developed to illustrate
 
both types of costs needed and the procedures that should be used for
 
these calculations. A number of methodologies have been developed to
 
calculate both capital and recurrent costs, particularly for ORT and
 
immunization programs. Two useful references are The Cost of An Oral
 
Rehydration Therapy Program: A Manual for Managers(12), Expanded
 
Programme on Immunization: Costing Guidelines(13) and, Manual for
 
Assessment and Planning of National ORT Programs.(9) These and other
 
references prrvide a basis for estimating and costing items such as
 
the number and unit cost of ORS packets and the transportation and
 
storage costs of vaccines (for example) as well as other program
 
costs. For water supply and sanitation projects useful guidelines
 
for developing cost information are contined in Water Supply and
 
Sanitation Project Preparation Handbook, World Bank Technical Paper
 
No. 12(3), by the World Bank, as well as two WASH publications:
 
Assessment of the Operations and Maintenance Component of Water
 
Supply Projects(6) and Development of an Operation and Maintenance
 
System for Shaba Refugee Water Supply Project(5) (maintenance system
 
design and cost assessment).
 

Cost Allocation. Before entering the cost data in specific
 
categories, certain costs that are common to the program under study
 
and other programs must be allocated to the right program. Examples
 
of "common" costs are: jointly used offices, administrative areas and
 
equipment; vehicles; hospital resources; and personnel. Costs are
 
allocated to a program on a percentage basis using such indicators as
 
floor area used for program purposes divided by total floor area (to
 
allocate building and hospital costs), or number of visits by
 
children with diarrhea divided by all visits by children (to allocate
 
a nurses salary to an ORT program), for example. There are no hard
 
and fast rules for allocation of costs, but indicators should be
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chosen that represent the program being studied. The references
 
listed under cost calculation present useful examples of how costs
 
can be allocated to specific programs.
 

Development vs. Operating Costs. Because of the implications on
 
program financing and sustainability, a distinction should be made
 
between development costs (often called investment costs) and
 
operating costs (often called recurrent costs). No clear line exists
 
between development costs and operating costs, but the type of input
 
in relation to its timing of use is a useful criteria. One definition
 
used by Massey(1l) is that "recurrent or operating costs are the
 
costs of all resources involved in using the new [production]
 
capability or keeping it operationally ready for use over its
 
intended life". All other costs are development costs. It should be
 
noted that the distinction between developmant and operating costs
 
may be program specific.
 

Note that fixed costs and variable costs (that vary with program
 
output level) may be components of either development or operating
 
costs. A distinction between them need not be made for the proposed
 
costing format. However, a nrore detailed study of these types of
 
costs may be useful in projecting program costs at different levels
 
of output.
 

Because the main objective of the proposed costing format is to generate
 
relatively raw data that has been collected at the field level but not yet
 
analyzed, methodological issues that are related to possible analyses are not
 
discussed here. However, it is worthwhile to identify some of the terms that
 
are commonly used:
 

Discounting: The process of computing the present value of some
 
fit or cost to be received in the future by application of a rate
 

of discount to the future value.(10)
 

Shadow Pricing: The process of adjusting market prices in order to
 
substitute real economic values of inputs and outputs for analytic
 
and decision-making purposes; for example, adjusting labor costs or
 
product prices 
competition.(10) 

that are affected by market power or lack of 

Cost-Benefit An
economic merit 

alysis: 
of a 

An 
product 

analytic technique for ju
or program comparing its 

dging 
costs 

the 
and 

benefits (in monetary terms). In cost-benefit the denominator is
 
expressed in monetary terms; in cost effectiveness analysis it is
 
not.
 

Cost-Effectiveness Analysis: An analytic technique for judging the
 
relative economic merit of one product or program in comparison with
 
alternative ways of achieving the same objective.
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F. Proposed Format and Definitions of Cost Components
 

To meet the objectives that were discussed earlier, proposed formats for cost
 
information have been developed. These are shown in Figures 1, 2 and 3.
 
Figure 1, provides a summary of overall program costs for both development and
 
operating costs. The foreign currency component of the program is also shown.
 
Figure 2, Program Develcrnient Costs, shows a format for the presentation of
 
development costs by source of funding. Figure 3, Annual Program Operating
 
Costs, shows a format for the presentation of program operating cost, also by
 
source of funding. In Figures 2 and 3, for each source of funding a breakdown
 
of costs is required for each of the following categories: personnel;
 
materials; supplies and operating costs; transportation; and, land, buildings,
 
vehicles and major equipment.
 

The development of program development cost information and its presentation
 
in the format of Figure 2 has several advantages:
 

1. The format is simple and easily understandable and facilitates
 
several preliminary economic analyses (shown later in this
 
paper) that can be used to compare programs.
 

2. 	 The information is in a format in which the data can be adjusted
 
(using infl3tion rates, cost indicEs, currency rates, etc.) to
 
show costs for a similar prog-am at a future data. Different
 
cost categories can be inflated at different rates if desired.
 

3. 	 It permits identification of the resources provided by each of
 
the contributor: to the project.
 

4. 	 The listing of separate categories for materials and major
 
equipment permits identification of these items and the
 
amortization of these items (over their expected lives) In cost
 
analyses. Note that because material costs are summed, an
 
average expected life must be assumed for amortization of this
 
group of costs.
 

5. 	 Although lacking the detail needed for sophisticated analyses
 
and for cost-benefit or cost effectiveness analyses, it allows
 
(when combined with program output information) the program
 
manager, analyst or evaluator to make selected judgments about
 
the merits of this program and to determine if additional, more
 
in-depth cost analyses are warranted.
 

Figure 3 - Annual Program Operating Costs, is conceptually similar to the 
format for development costs but focuses on the recurrent costs of a program. 
Cost breakdowns are provided for: personnel; operating expenses; repairs; 
transportation; and, major equipment. These categories have the same 
advantages as those for development, with the additional feature that repair 
costs can be identified. Also, new or replacement equipment can be identified 
and amortized in a cost analysis. 

-8­



FIGURE 1
 

Program
 
Cost Summary Table
 

Development Phase operating Phase (year
 
Local Foreign Local Foreign
 

Cost Category Currency Currency Currency Currency
 

Personnel")
 

(2)
Materials
 

Building,
 
Vehicles &
 
Equipment
 

Land
 

Operating(3)
 
Expenses
 

Misc.(4)
 

TOTAL
 

(1) Includes salaries and per diem, housing, and expatriate transportation
 
costs.
 

(2) Includes depreciable items uch as furniture, piping, valves, cement, etc.
 

(3) Includes supplies, transportation, utilities, maintenance, initial program
 
supplies, etc.
 

(4) Includes taxes, duties, and financing charges (list separately).
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FIGURE 2
 
Program Development Costs (Period from 
 to
 

IIB 	r e a k d o wn O f 
 P r o 	g r am D e v e I o p m e n t C o s t s
 

II II I I IJLand, Building, Vehicles
II II I I Supplies and ITransportationl Major Equipment ( ) 

Isource of FundsllTotal Costs[lPersonnel(1) iMaterials(2)loperating Costs (3) )
Costs 1 I(List L Provide Expected Life)I
IIII I I 	 I 

IPrimary Donor 11 
 1 	 1 1
 
or Lending
 

IAgency
 

IHost 	Governmentl 11 
 1 1 
 1 1
 

ICommunities 11 11 
 1 1
 

1Other (6 ) 1 1 1 
(List) 

II II + Ii
 
Sub Total II II I I I


III 	 I 
TOTAL 	 I 

II
 

Note: 	Costs are to be allocated to this program prior to entry in 
Table; For allocation methodologies see Expanded
 
Programme on Immunization: 
Costitg Guidelines, Andrew L. Creese for World Health Organization, 1979; and, The Cost
 
of an Oral Rehydration Therapy Program; 
A Manual for Mangers, Shepard, Lerman, Cash, Harvard Schocl of Public
 
Health, 1985.
 

1. 	 Personnel Costs are actual and in-kind 
(note separately) contributions and include salaries aind per diem, housing,
 
expatriate transportation to and from country.
 

2. 	 Materials include office furniture; piping, valves; cement, etc. 
(for WS&S); and other depreciable items with useful
 
life of more than one year.
 

3. 	 Supplies and operating costs include non-depreciable operating supplies and costs (electricity, water, telephone.
 
etc.) as well as initial supplies of such items as 
drugs, ORS, syringes, vaccines and water treatment chemicals.
 

4. 	 Transportation costs include 
vehicle operating and repair costs (gas, tires, batteries), and program related bus,
 
rail, and air fare costs.
 

5. 	 Depreciable equipment (list expected life).
 

6. 	 Other Donots (cr Lenders), local pro's, employers, etc.
 



PIGURE 3
 
Annual Program Operating Costs (Period from 
 to ) and are: Actual/Estimated
 

(Circle One)
 

IIB r e a k d o w n o f An n u a l p e r a t i n g C o s t s
I I II IIII II I 
SII IOperatingl ITransportationlVehicles and Major Equipment 1 I
 

Isource of FundsIlTotal CostsIlPersonnel ( 1 Costs(2) Repairs ( 3 ) Costs (4 ) I(List & Provide Expected Life) lOther (6 )
 FIi I 
) 

I 

IPrim.y Donor 11 
 I 1 11 

or Lending
 

IAgency
 

IHost Governmentl 
 11 
 1
 

ICommunities 
 11 1 1 
 1 1
 

1Other 6 ) 
 II 
(List) II 

IIf II I I 
Sub Total II I I I

II I' - ' I 

TOTAL
 

Note: Costs to be allocated to this program prior 
to entry in Table; see references in Figure 3 for allocation method­
ology; For water supply projects see Assessment of the Operations and Maintenance Component of Water Supply
 
Projrcts, WASH Technical Report No. 35, June 1986.
 

1. Personnel costs are 
actual and in-kind (note separately) contributions and include salaries and per diem, housing,
 
and expatriate transportation to and 2rom country.
 

2. Operating expenses include all operating supplies 
(office and field suppiies, drugs, ORS, syringes, vaccines, water
 
treatment chemicals) and operating costs (electricity, water, telephone, etc.), and any financing charges.
 

3. Repairs include costs to repair equipment, water or sanitation systems, but not vehicles.
 

4. Transportation costs 
include vehicle operating and repair costs (gas, tires, batteries), and program related bus,
 
rail, and air fare costs.
 

5. Depreciable new or replacement equipment and vehicles (list expected life).
 

6. Financing costs; miscellaneous non-depreciable costs.
 

7. Other Donors (or Lenders), Local PVOs, employers, etc.
 



Figure 4 - Program Narrative, provides information on the organization and 
objectives of the program. Coupled with the data from development and 
operating costs, it facilitates some of the preliminary level analyses that 
may be required. 

In addition to the formats described above, cost Information for different
 
project functions is useful. Based on the research for this paper, a list of
 
the most useful cost categories (by function) has been developed. This list
 
is presented in Table 1. The cost categories can be used to capture cost data
 
for the program as a whole, or for each source of funding. In any case, more
 

to
sophisticated cost monitoring systems are required (from the project start) 

capture this information than for the formats discussed above.
 

G. Preliminary Analysis of Cost Data
 

One of the principal benefits of using a standardized format for organizing
 
the collection and presentation of data is that it promotes familarity with
 
the types of cost data needed and promotes consistency in data inclusion.
 
This lends itself to more accurate representation of the true cost of a
 
program.
 

Although the formats that are proposed are not radically different from others
 
being used (on a spot basis), it is expected that the categories proposed will
 
promote more attention to the inclusion of all relevant program costs. In
 
addition, the categories proposed can represent the costs of a broad range of
 
primary health care activities.
 

In using the information that would be presented in the cost formats, a number
 
of useful questions can be answered when the cost data is combined with
 
program output data. Among these questions are:
 

o 	 What is the average cost per beneficiary?
 

o 	 What is the average cost per unit (water supply capacity,
 
latrines installed, vaccines used, ORS solutions used, etc.)?
 

o 	 What were the actual costs of the program versus the estimated
 

costs?
 

o Was funding adequate to achieve the proposed program objectives?
 

o How do the cors compare with similar programs (on a cost per
 
beneficiary, by total cost, or by category -- health education 
or training)? 

o 	 What are the implications for sustanability of the program (do
 
revenues adequately cover costs)?
 

o 	 Should a more detailed analysis be carried out (such as a cost
 
effectiveness or benefit cost analysis)?
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FIGURE 4
 

Program Narrative
 

1. Program Title:
 

2. Funding Organizations (List and Describe Financiig Arrangements):
 

3. Objectives (Describe major objectives and targets of program):
 

4. Responsibilities (Describe responsibilities of government agencies/
 
ministries, donors, lending agencies, communities, etc.):
 

5. Program Time Frame (Start-up and Operation):
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Table 1
 

Cost Categories
 
By Function
 

Development Phase
 

o Administration and Management
 

o Planning and Design
 

o Health Education, Communication, Promotion
 

o Set-up and/or Construction costs
 

o '3ommunity Participation
 

o Initial Training
 

Operating Phase
 

o Administration and Management
 

o Program Operations
 

o Training and Education
 

o Financing
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To answer these questions, several calculations are useful at the preliminary
 
level. These are described in the following section of this paper.
 

Average cost per beneficiary (per capita). This calculation can be
 
computed for either the start-up cost or the operating cost and is
 
calculated as
 

Average Cost = total development * number of current 
Per Beneficiary (or annual beneficiaries 

operating costs) 

Alternatively this cost can be computed for the number of future
 
beneficiaries (in the case of a water system with a future design
 
population). A similar calculation can be done for catetories of
 
cost to arrive at cost per beneficiary for training or cost per
 
beneficiary for health ePucation.
 

Average cost per unit. This calculation is usually done for the
 
development or investment cost as
 

Average
 
Annual Cost total development cost + quantity
 

Per Unit
 

In this case, the unit could be expressed in terms of inputs (cost
 
per day of labor) in terms of intermediate outputs (cost per unit of
 
service -- i.e., ORS packets) or in terms of final effects (cost for
 
reductions in mortality or morbidity). The latter are clearly
 
important but difficult to analyze because of the difficulty of
 
separating the effects of different health services that affect
 
health status.
 

Marginal costs. Where the costs of a program are based on providing
 
increases in service then the marginal cost (the cost of providing
 
the next unit(s)) can be computed.
 

Marginal Cost = change in total cost + change in quantity 
(old program vs. 

new program) 

Present Worth Analysis. This is a process of computing the present 
value of some benefit or cost to be received in the future by 
application of a rate of discount to the future value -- for the 
purpose of comparing alternatives (See Understanding Health 
Economics(1O), and Principles of Engineering Economy(2), for present 
worth methodologies).
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Annual Cost Analysis. A process which is similar to the present
 

worth analysis where a non-uniform series of money disbursements is
 

converted to a set of equal annual disbursements through application
 

of a rate of discount (See references listed above for annual cost
 

methodologies).
 

Calculation of the "R" Coefficient: The R coefficient for a program
 

is the ratio of its recurrent expenditure requirements to the total
 

investment (development expenditure) outlay. It indicates the annual
 

recurrent expenditure required per unit of capital (development)
 

spending. To calculate the "R" coefficient, the program expenditures
 

have to first be classified into capital and annual recurrent
 

expenditures. For programs where the level of recurrent inputs vary,
 

an average of yearly costs or the recurrent cost for the year where
 

the project is in full operation may be used for the annual operating
 

cost. The R coefficient is obtained from:
 

"R" Coefficient Annual Operating Cost
 
Development Cost
 

R coefficients have been developed for a variety of types of
 

projects, from agriculture to health. Examples of typical R values
 

are contained in Table 2.
 

use of an R value by itself is not
It should be noted that the 

R value is that the
recommended. One possible reason for a low 


capital cost is unusually high. R value comparisons should, there­

fore, be accompanied by comparisons of other indicators, such as
 

annual costs.
 

One reason for developing better R coefficient data is to provide
 

decision-makers with more information to compute an average value.
 

In certain cases, grant or loan programs have been rejected by host
 

countries because the R value they used was unrepresentative and
 

showed that recurrent costs for a proposed grant program would be
 

unacceptably high.
 

H. Examples of Presentation and Preliminary Analysis of Cost Data
 

Example Water Supply Program
 

in the
To illustrate the types of costs that can be presented 

simplified format discussed earlier, a hypothetical case study was
 

The cost formats, the
constructed for a water supply program. 

description of the program and a simplified annual cost analysis are
 

presented in Appendix A. The costs of the program and the goals and
 

objectives are typical of ongoing USAID supported water supply
 

programs.
 

Using the data that are shorn in Appendix A, several calculations
 
were made and are summarized below.
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Illustrative summery of the recurrent
 
expenditure implications of projects as a
 

proportion of investment expenditure
 

across development sectors
 

(Or" coefficient)
 

Sector Or" Coefficient
 

Agriculture
 

Fisheries 0.08
 

Forestry 0.04
 

General agriculture 0.10
 

Livestock 0.14
 

Rural development 0.08-0.43
 

Vetarinary services 0.07
 

Buildings 0.01
 

Education
 

Agricultrual colleges 0.17
 

Polytechnic Schools 0.17
 

Primary Schools 0.06-7.0
 
Secondary Schools 0.08-0.72
 

Universities 0.02-0.22
 

Heatlh
 

District hospitals 0.11-0.30
 

General hospitals 0. 183
 

Medical Auxiliary Training Schools 0.14
 

Nurses College 0 .20
 

Nutrition Rehabilitation Unit 0.34
 

Rural Health Centers 0.27-0.71
 

Urban Health Centers 0.17
 

Housing 0.03
 

Manufacturing, Commerce and Construction 0.01
 

Roads
 

Feeder Roads 0.06-0.14
 

Paved Roads 0.03-0.07
 

Social and Rural Development 
 0.04
 

Tourism 0.05
 

Source: Heller (1979)
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o Total development cost of the program $2,150,000
 
o Average annual operating cost of the program 200,000/year
 
o Annualized development cost (@ 10%) 304,500/year
 
o Annualized operating cost (@ 10%) 185,250/year
 

Using this information and the total number of beneficiaries, the
 
following additional calculations can be made.
 

Development Cost = Total Development Cost = $2,150,000 = $36/person 
Per Beneficiary No. of Beneficiaries 60,000 

Annual Annual Average 
Operating Cost = Operating Cost = $200,000 = $3.33/person/year 
Per Beneficiary No. of Beneficiaries 60,000 

Assuming six (6) persons per family, the annual operating cost is
 
equal to $20 per household. However, it is worthwhile to note that
 
the annual cost includes financing charges of $75,000 per year which
 
may or may not be charged directly to the users through the water
 
rate structure.
 

Annualized development and operating costs are somewhat lower than
 
when these costs are represented as one time payments.
 

Annualized Annualized 
Development Cost = Development Cost = $304,500 = $5.07/person/year 
Per Beneficiary No. of Beneficiaries 60,000 

Annualized Annualized 
Operating Cost = Operating Cost = $185,250 = $3.09/person/year 
Per Beneficiary No. of Beneficiaries 60,000 

The "R" coefficient is also of interest, especially when compared to
 
similar programs or programs in other sectors.
 

"R" = Annual Operating Cost = $ 200,000 = .09 
Development Cost $2,150,000 

Note that simple gravity water supply systems in rural areas
 
typically have low R coefficients. This result reflects the choice
 
of an appropriate technology and the use of materials that can be
 
easily repaired on site by communities. Compare this result to other
 
programs listed in Table 2.
 

While the data that is represented above is hypothetical, it does
 
represent typical program costs for self-help, rural water supplies.
 

Example ORT or Immunization Program
 

To illustrate that the costs of an immunization program can be
 
presented in the same simplified format as a water supply program,
 
costs from an actual immunization program were used. The costs have
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been slightly modified to make them more representative of a broader
 
The cost formats, a description of
 range of immunization programs. 

a cost analysis are
the immunization program, and simplified 


presented in Appendix B.
 

in Appendix B, several calculations
Using the data that are shown 

were made and are summarized below.
 

$252,300
o Total development cost of the program 

48,700/year
o Average annaul operating cost of the program 

39,825/year
o Annualized development cost (@ 10%) 


(@ 10%) 48,700/year
o Annualized operating cost 


number of beneficiaries, the
Using the information and the total 


following additional calculations can be made.
 

Total
 
Development Cost = $252,300 = $18.69/person/year
Development Cost 


Per Beneficiary No. of Beneficiaries 13,500
 

Annual Average Annual 
= $48,700 = $3.60/person/yearOperating Cost = Operating Cost 

Per Beneficiary No. of Beneficiaries 13,300 

Annualized development and operating costs are somewhat lower than
 

when these costs are represented as one-time payment.
 

Annualized Annualized
 
Development Cost = Development Cost = $39,825 = $2.95/person/year 

Per Beneficiary No. of Beneficiaries 13,500 

Annualized Annualized
 
= Operating Cost = $48,700 = $3.60/person/yearOperating Cost 


Per Beneficiary No. of Beneficiaries 13,500
 

this case, the annual operating cost and its annualized value
In 

value because there are no
($3.60/person/year) have the same 


replacement equipment or vehicles.
 

The "R" coefficient is also of interest, especially when compared to
 

similar programs.
 

"R" = Annual Operating Cost = $48,700 = 0.19 

Development Cost -00 

Note that the recurrent costs for an immunization program tend to be
 
than for simple water supply
a higher percentage of the capital cost 


projects. However, the development costs for an immunization project
 

tend to be much lower.
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I. Conclusions and Recommendations
 

from
Using the Information gathered during the research for this paper and 


the simplified formats presented, the following conclusions and
testing of 

recommendations have been developed.
 

Conclusions
 

Much of the existing cost data in the literature is inconsistent
1. 

to develop reasonably accurate
and lacking in the detail needed 


the and 	 costs primary
conclusions on actual comparative of 

true recurrent
health care activities. This is especially for 


cost 	information.
 

2. A simplified costing format is feasible for a variety of primary
 

health care activities that include water supply and sanitation,
 

health education, ORT and immunization programs.
 

3. 	 Data from the costing format can be used at a preliminary level
 

to develop costs per beneficiary, annualized costs, and "R"
 

coefficients.
 

should promote
4. 	 Use of a standardized costing format 

to
familiarization with costing terminology, more attention 


including all relevant program costs, and better indications of
 

where additional program cost analyses would be useful.
 

5. 	 More work needs to be done on standardizing costing terminology
 

and methodologies.
 

Recommendations
 

1. 	 In particular, bilateral organizations such as USAID should work
 

with the World Health Organization to standardize costing
 

terminology, methodology and presentation formats to improve the
 
cost
accuracy and utility of PHC program data. Such
 

programs
standardization will be especially useful where use
 

competing funds and where possibilities for better program
 

coordination and integration exist.
 

2. 	 Standardization, or at least dialogue, should be attempted among
 

the principle funding organizations that are involved in primary
 

health care activities in developing countries.
 

3. 	 Additional work should be undertaken to standardize the
 

simplified costing techniques (such as present worth and
 
be useful in program analyses. In
annualized costs) that can 


particular, guidelines for: the selection of discount rates; the
 

use of replacement costs, the duration (in years) of
 

amortization, and the sensitivity of the analyses to variations
 

in rates and other variables should be investigated.
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4. 	 The development of standardized costing methodologies and
 
guidelines should be incorporated at the program planning stage
 
and not as an afterthought. Including the necessary cost data
 
collection systems throughout the program will ensure the best
 
use of data for both program management and analysis.
 

5. 	 Where existing costing techniques are inadequate, technical
 
assistance teams or evaluation teams can introduce costing
 
concepts to field personnel, using the standard formats. The
 
methodologies used to develop the back-up information for the
 
overall cost summaries can become more sophisticated as the
 
user's experience increases.
 

Copies of documents referenced in this paper can be obtained from:
 

J. Ellis Turner
 
Associate Director for Engineering
 
WASH Project
 
1611 N. Kent Street, Suite 1002
 
Arlington, VA 22209
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APPENDIX A
 

Example Water Supply
 
Program Costs
 

- 25 ­



APPENDIX A
 

Cost Analysis Using
 
Example -ater Supply Program
 

1. The basic program description is contained in Figure A-1.
 

2. All development costs are inflated from the year they were incurred (1981­
1983) to 1987 and have been entered into Figure A-2 for each category.

Examples of the types of costs that are included in each category are
 
listed below.
 

Development Costs
 

o Personnel
 

- Salaries, fringe benefits, per diem for program personnel
 
- Housing
 
- Expatriate transportation
 
-
 Salaries and expenses for masons and plumbers hired by communities
 

o Materials
 

- Pipe, valves, joint glue, cement
 
- Office furniture
 
- Lumber and wallboard for pump houses
 
- Tools for communities
 

o Supplies and Operating Costs
 

- Utilities for program office
 
- First year supply of chlorine for communities
 
- Lumber for forms, construction supplies
 

o Transportation Costs
 

- Gasoline, oil, filters and tires for vehicles
 
- Vehicle maintenance and repair costs
 
- Bus, rail and air fares for program personnel (in-country)
 

o Land, Building, Vehicles, Major Equipment
 

- Land purchased for warehouses or for locating community
 
facilities (for pipelines, water intakes, storage tanks).
 

- Pumps
 
- Water treatment equipment
 
- Project vehicles and/or construction equipment
 
- Warehouses or office buildings
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3. 	To illustrate a simplified annual cost analysis for the development phase
 
of the program, the data from Figure A-2 are used. Note that this
 
analysis has been simplified by ignoring the salvage value and replacement
 
costs of depreciable items. A useful project life for the water system is
 
assumed to be 15 years. For computing the annualized cost, a discount
 
rate of 10% is used. The annual cost is computed by the formula:
 

Annual Cost 	 Development Cost
 
Annual Cost Factor (ACF:discount rate, years)
 

Annual cost factors are obtained from Table A-1.
 

a) Personnel 	 $540,000 $$540,000 $ 71,000/year
 
ACF (10%, 15) 7.606
 

b) Materials 	 $1,050,00 $1,050,000 = $138,000/year 
ACF (10%, 15) 7.606 

c) 	Supplies and $290,000 $290,000 $ 38,150/year
 
Operating Costs ACF (10%, 15) 7.66
 

d) Transportation 	$40,000 $40,000$ = $ 5,300/year 
ACF (10%, 15) .606 

e) Land 	 $25,000 $$25,000 = $ 2,650/year 
ACF (10%, 30) 9.427 

f) Warehouse 	 $30,000 $$30,000 = $ 3,200/year 
ACF (10%, 30) 9.427 

g) Vehicles 	 $75,000 $$75,000 = $ 19,800/year 
ACF (10%, 5) 3.791 

h) Pumps 	 $100,000 $100,000$ = $ 26,400/year 
ACF (10%, 5) 3.791 

TOTAL $304,500/year
 
ANNUAL COST
 

4. Typical operating costs using 1987 prices for the example water supply
 
program are shown in Figure A-3. Examples of the types of costs that are
 
included in each category are listed below.
 

Operating Costs
 

o 	 Personnel
 

- Actual salary costs that include fringe benefits and per diem
 
- Salaries of regional maintenance support teams
 
- Salaries of repair or operating personnel paid by communities
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o Operating Costs
 

All operating supplies (for field and regional offices) 
- Electricity and fuel costs for pumps 
- Utilities 
- Water treatment chemicals 

o Repairs
 

- Repair materials for water systems and equipment
 

0 Transportation Costs
 

- Gasoline, oil, filters and tires for vehicles
 
- Vehicle maintenance and repair costs
 
- Bus, rail and air fares for program personnel or communities
 

o Vehicles and Major Equipment
 

- New or replacement equipment
 
- Replacement vehicles
 

0 Other
 

- Miscellaneous costs
 
- Financing costs
 

5. To illustrate a simplified annual cost analy.is for the operating phase of
 
a program, the data from Figure A-3 are used. Note that the assumptions

made are the same as those for the analysis of the development phase.
 

a) Personnel 	 - S 48,000/year 

b) Operating Costs 	 = 42,000/year
 

c) Repairs 	 = 8,000/year
 

d) Transportation Costs 	 = 7,000/year
 

e) Vehicles and $15,000 - $15,000 = 3,950/year 
Major Equip. ACF (10%, 5) 3.791 

Pump 	 $5,000 = $5,000 1,300/year
 
ACF (10%, 5) 3.79-1
 

f) Financing 	 75,000/year
 

TOTAL 	 $185,250/year
 
ANNUAL COST
 

- 30 ­

http:analy.is


FIGURE A-i
 

Program Narrative
 

1. Program Title: Example of Water Supply Program
 

2. Funding Organizations (List and Describe Financing Arrangements):
 

The project is funded by USAID. Funding is provided through a $750,000
 

grant and $1,000,000 in loan funds at an interest rate of 7.5%.
 

The counterpart, Ministry of Health, is providing $250,000 in funds.
 

Communities are paying the costs of hiring skilled labor and the cost
 

of certain project materials.
 

3. Objectives (Describe major objectives and targets of program):
 

The project goal was to serve 60,000 persons in rural areas with gravity
 

water supply (where possible) or with well and pump systems. Communities
 

included in the program had between 500 and 2,000 inhabitants. Approxi­

mately 80 water systems were built.
 

4. Responsibilities (Describe responsibilities of government agencies/
 

ministries, donors, lending agencies, communities, etc.):
 

Financing and grant funds are provided by the principal donar, USAID.
 

The Ministry of Health provides health promotors and engineering staff
 

for the PVO which is implementing the program. Communities are responsible
 

for construction of the water systems (through skilled and unskilled labor)
 

and for operating costs of the systems when complete.
 

5. Program Time Frame (Start-up and Operation): The program was started
 

on Jan. 1, 1981, and completed on Dec. 3, 1983 (a 3-year period). Operation
 

of the first system began in September 1981.
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FIGURE A-2
 

Program Development Costs (Period from Jan. L, lq1 to Dec. 31, 1981 )
 

II 

IIB 	r e a k d o w n o f 1,r o g I a m D e v e o p m e n t C o s t s
 
,,I I 	 I 

III 	 II 
SII I Land. Building, Vehicles 

II ( Supplies and ITransportation Major Equipment 
(5 ) 

1 ) 2 ) 	 (3 )  (4 ) 
Source of FundsllTotal CostsllPersonnel IMaterials loperating Costs Costs I(List L Provide Expected Life)l
 

I IIH IIHI I 	 i I 

IPrimary Donor 11 11 1 1 30,000 - Warehouse (30 yrs.) 

or Lending 1,750,000 450,000 850,000 220,000 25,000 75,000 - 5 Vehicles (5 yrs.)l 

Agency I I 100,000 - 20 Pumps (5 yrs.)I 

I I III 	 I I1 
IHost 	Governmentil 250,000 65,000 125,000 50,000 10,000
 

ICommunities 150,000 1 25,000 75,000 20,000 5,000 25,000 - Land
 

lather 1 	 1 1 1 
 1
 
(List)
 

III IIII 	 II 

Sub Total 11 2,150,000 11 540,000 1,050,000 290.000 40,000 230,000
 
S II II pI
 

TOTAL I 2,150,000
 
II II
 

Note: 	Costs are to be allocated to this program prior to entry in Table; For allocation methodologies see Expanded
 

Pr,,gramme on Immunization: Costing Guidelines, Andrew L. Creese for World Health Organizatirn, 1979; and, The Cost
 

of an Oral Rehydration Therapy Program; A Manual for Mangers, Shepard, Lerman, Cash, Harvard School of Public
 

Health, 1985.
 

1. 	 Personnel Costs are actual ccsts (not in-kind contributions) and include salaries and per diem, housing, expatriate
 

transportation to and from country.
 

2. 	 Materials in|'Ide office furniture; piping, valves; cement, etc. (for WS&S); and other depreciable items with useful
 

life of more than one year.
 

3. 	 Supplies and operating costs include non-depreciable operating supplies and costs (electricity, water, telephone,
 

etc.) as well as initial supplies of such items as drugs, OPS, syringes, vaccines and water treatment chemicals.
 

4. 	 Transportation costs include vehicle operating and repair costs (gas, tires, batteries), and program related bus,
 

rail, and air fare costs.
 

5. 	 Depreciable equipment (list expected life).
 

6. 	 Other Donors (or Lenders), local pro's, employers, etc.
 



rIGURE A-3 
 (typicz[ year)
 
Annual Program Operating Costs (Period from 
 to ) and are Actual/Estimated
 

(Circle One)
 

II 

IIB r e a k d o w n o f A n n u a l p e r a t i n g C o s t s
 
,,I II , 
 II
 

II
 5II

II I loperatingl ITransportationlVehicles and Major Equipment (5 ) 

Isource of FundsIlTotal CostslIPersonnel (1) Costs(2) Repairs (3 )  Costs 4 ) I(List & Provide Expected Life) jOther (6 ) 

III II II 
 II
 

IPrimary Donor 1 11 1 
 1
 
Ior Lending
 

I Agency 

Host Governmentl 130,000 30,000 1 2,000 3,000 
 5,000 15,000 - average 1 vehicle 175,000 I 
1 11 11 1 1 1 
 per year I(int.) I
 
ICommunities 11 65,000 
 11 18,000 40,000 5,000 2,000 5,000 - average 1 pump per I­
1 I1 1I 1 year I
 
[Ot h e r (6 ) I ... .. .. .. .
 

I (List) 
 I
 

{I II II
 
Sub Total II 200,000 Ij 48,000 42,000 8,000 
 7,000 20,000 175,000 1
II II I
 

I TOTAL 200,000 I 
II II 

Note: Costs to be allocated to this program prior 
to entry in Table; see references in Figure 3 for allocation method­
ology; For water supply projects see Assessment of the Operations and Maintenance Component of Water Supply 
Projects, WASH Technical Report No. 35, June 1986. 

1. Personnel costs are actual costs (not in-kind contributions) and include salaries and per diem, housing, and
 
expatriate transportation to and from country.
 

2. 
 Operating expenses include all operating supplies (office and field supplies, drugs, ORS, syringes, vaccines, water
 
treatment chemicals) and operating costs (electricity, water, telephone, etc.), and any financing charges.
 

3. Repairs include costs to repair equipment, water or sanitation systems, but not vehicles.
 

4. Transportation costs include 
vehicle operating and repair costs (gas, tires, batteries), and program related bus,
 
rail, and air fare costs.
 

5. Depreciable new or replacement equipment and vehicles (list expected life).
 

6. Financing costs; miscellaneous non-depreciable costs.
 

7. Other Donors (or Lenders), Local PVOs, employers, etc.
 



FIGURE A-4
 

Program
 
Cost Summary Table
 

Development Phase Operating Phase (year
 
Foreign Foreign
 

Cost Category Total Currency Total Currency
 

Personnel'" I $ 540,000 $100,000 $ 48,000 -­

Materials( 2
) 1,050,000 50,000 	 -- --

Building,
 
Vehicles & 205,000 175,000 20,000 20,000
 
Equipment
 

Land 25,000 --	 -- --

Operating 3 330,000 -- 57,000 --
Expenses 

Misc.") 	 75,000 75,000
 

TOTAL S2,150,000 	 200,000/yr
 

(i) 	Includes salaries and 
per diem, housing, and expatriate transportation
 
costs.
 

(2) 	Includes depreciable items such as furniture, piping, valves, cement, etc.
 

€3) 	 Includes supplies, transportation, utilities, maintenance and repairs,
 
initial program supplies, etc.
 

(4) 	Includes taxes, duties, and finance charges.
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APPENDIX B
 

Costing Analysis Using
 
Example Immunization Program
 

1. 	The basic program description is contained in Figure B-i.
 

2. 	All development costs are inflated from the year they were incurred (1985)
 
to 	1987 and have been entered into Figure B-2 for each category. Examples
 
of 	the types of costs that are included in each category are listed below.
 
Note that costs shown are only those that have been allocated to this
 
program.
 

Development Costs
 

o 	Personnel
 

-	 Salaries, fringe benefits, per diem for program personnel for 
start-up activities and initial training. 

- Related housing and travel costs for expatriates
 

o 	Materials
 

- Office firniture (incl. cabinets, filing cabinets, etc.)
 

o 	Supplies and Operating Costs
 

- Utilities for main office during development pase
 
- Misc. supplies
 

o 	Transportation Costs
 

- Gasoline, oil, filters, and tires for vehicles
 
- Vehicle maintenance and repair costs
 
- Bus, rail, and air fares for program personnel (in-country)
 

o 	Land, Building, Vehicles, Major Equipment
 

- Any land purchase costs associated with construction of clinics
 
- Project vehicles
 
- Clinics and Central Warehouse
 
- Cold chain equipment
 

3. 	To illustrate a simplified annual cost analysis for the development phase
 
of the program, the data from Figure B-2 are used. The program
 
development costs are annualized over the 10 year period of immunization
 
effectiveness. Note that this analysis has been simplified by ignoring
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the salvage value and replacement costs of depreciable items (except for
 
buildings). The building is estimated to have a 30 year life and a
 
salvage value of $102,175 after 10 years. For computing the annualized
 
cost, a discount rate of 10% is used. The annual cost is computed by the
 
formula:
 

Annual Cost = Development Cost 
Annual Cost Factor (ACF:discount rate, years)
 

Annual cost factors are 	obtained from Table A-1.
 

a) Personnel 	 $21,500 = $21,500 $ 3,500/year 
ACF (10Z, 10) 6.145 

b) Materials $1,000 = $1,000 = $ 175/year 
ACF (10%, 10) 6.145 

c) 	Supplies and $3,000 = $3,000 = $ 500/year 
Operating Costs ACF (10%, 10) 6.145 

d) Transportation $4,600 = $4,600 = $ 750/year 
ACF (10%, 10) 6.145 

e) Buildings $152,500 - 102,175 + 102,175 X 10% 
ACF (10%, 30-20) 

$50,325 + 10,220 	 $18,400/year
 
6.145
 

f) Vehicles 	 $17,700 = $17,700 $ 4,700/year 
ACF (10%, 5) 3.791 

g) Cold Chain 	 $44,700 = $44,700 = $11,800/year 
ACF (10%, 5) T.77
 

TOTAL $39,825/year
 
ANNUAL COST
 

4. 	Typical operating costs using 1987 prices for the example immunization
 
program are shown in Figure B-3. Examples of the types of costs that are
 
included in each category are listed below.
 

Operating Costs
 

o 	Personnel
 

- Salary costs, fringe benefits, and per diem for program personnel 
(health workers, medical personnel, drivers, etc.) for program 
operation and on-the-job training 

- Related housing and external travel costs for expatriates
 

- 38 ­



o Operating Costs
 

- All operating supplies: vaccines, bandages, syringes, pharmacut­
ical, etc. 

- Utility costs for clinics and warehouses, including fuel for cold 
chain equipment 

- Rent, cleaning or other misc. charges 

o Repairs
 

-	 Repairs for equipment (except vehicles)
 

o Transportation Cost
 

- Gasoline, oil, filters, and tires for vehicles
 
- Vehicle maintenance and repair costs
 
- Bus, rail, and air fares for program personnel
 

o Vehicle and Major Equipment
 

-	 New or replacement vehicles or equipment
 

o Other
 

- Financing costs
 
- Media promotion costs
 

5. 	To illustrate a simplified annual cost analysis for the operating phase

of a program, the data from Figure B-3 are used. Note that the
 
assumptions made are the 3ame as those for the analysis of the development
 
phase.
 

a) Personnel $15,650/year
 

b) Operating Costs $21,000/year
 

c) Repairs $ 600/year
 

d) 	Transportation Costs $10,700/year
 

e) 	Other $ 750/year
 

TOTAL $48,700/Year
 
ANNUAL COST
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I 

FIGURE B-1
 

Program Narrative
 

1. Program Title: Example of Immunization Program 


2. Funding Organizations (List and Describe Financing Arrangements):
 

The project is funded by USAID and the Ministry of Health. Secondary
 

funding is provided through UNICEF. All external funds are provided
 

through grants.
 

3. Objectives (Describe major objectives and targets of program):
 

The project provides full immunization coverage through 25 clinics in
 

urban areas throughout the country. Over the course of the five-year
 

program, 13,500 children are expected to be immunized against measi s,
 

pertussis, diphtheria, polio, tetanus, and tuberculosis.
 

4. Responsibilities (Describe responsibilities of government agencies/
 

ministries, donors, lending agencies, communities, etc.):
 

Principal funding for the development (start-up) of the program and the
 

majority of the recurrent cost are provided by USAID with secondary
 

support from UNICEF. The Ministry of Health constructed all of the local
 

local clinics and has principal responsibility for the field implementation
 

of the program.
 

5. Program Time Frame (Start-up and Operation): The program development
 

started on Jan. 1, 1985, and full scale operation was started Jan. 1. 1986.
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FIGURE B-2
 

Program Development Costs (Period from Jan. 1, 1985 to Dec. 31, 1985
 

IIB 	r e a k d own o f 
 P r o g r a m D e v e 1 o p a e n t C o s t s
 

,,I II I I
 
I II I I ILand, Building, Vehicles 

( 5 )
 II I SIupplies and ITransportation Maior Equipment 


Source of FundsIITotal CostsllPersonnel( IMaterials (2 ) operating Costs (3) 
 Costsf
4 ) 

(List & Provide Expected Life)I

I I II I III
 

IPrimary Donor 11 
 16.500 - Warehouse (54 yrs.)l

or Lending 68,800 5,000 
 2,500 1,300 43,500 - Cold Chain (5 yrs.)
 
Agency 


Equipment I
 

IHost Governmentll 169,000 11 15,000 1,000 
 500 2,500 150,000 - Clinics (30 yrs.)
II
 
ICommunities II ........
 

1
lather (6) 11 14,500 1,500 
 800 2,500 - Clinics (30 yrs.)

I (List) 
 I I1,200 - Vehicles (54 yrs.) I 

II 
8,500 	- Cold Chain I
 

II IEquipment
I.II 	 (54 yrs.)l
II 
 I 	 I 
Sub Total II 252,300 II 21,500 I 1,000 3,000 4,600 
 222,200


II IIH I , 


TOTAL II 252,300 I
 
III 
 II
 

Note: Costs are to be allocated to program to entry in
this prior Table; For allocation methodologies see Expanded
 
Programme on Immunization: Costing Guidelines, Andrew L. 
Creese for World Health Organization, 1979; and, The Cost
 
of an Oral Rehydration Therapy Program; A Manual for Mangers, 
Shepard, Lerman, Cash, Harvard School of Public
 

Health, 1985.
 

1. 	 Personnel Costs are actual costs (not in-kind contributions) and include salaries and per dies, housing, expatriate
 
transportation to and from country.
 

2. 	 Materials include office furniture; piping, valves; cement, etc. 
(for WS&S); and other depreciable items with useful
 

life of more than one year.
 

3. 	 Supplies and operating costs include non-depreciable operating supplies and costs (electricity, water, telephone,
 
etc.) 
as well as initial supplies of such items as drugs, ORS, syringes, vaccines and water treatment chemicals.
 

4. 	 Transportation costs include vehicle operating and repair 
costs (gas, tires, batteries), and program related bus, 
rail, and air fare costs. 

5. 	 Depreciable equipment (list expccted life).
 

6. 	 Other Donors (or Lenders), local pro's, employers, etc.
 



FIGURE B-3 
 (typical year)
 
Annual Program Operating Costs (Period from 
 to 	 ) and are Actual/Estimated
 

(Circle One)
 
li
 

Breakdown 	 of Annual Operating 
 Costs
 
,i I I I 

II II 	 I 
(5 )
II II operatingi ITransportationlVehicles and Major Equipment 

Isource of FundsIlTotal CostsllPersonnel (1) Costs (2) Repairs (3 5 Costs (4  (List L Provide Expected Life) lather (6 )
 

II il 

IPrimary Donor 11 1I 1 1 1 
or Lending 1 19,250 4,200 10,000 1 250 4,300 500 
Agency Media
 

IHost Governmentl1 16,650 11 10,000 500 100 5,800 250
 
Media
 

jCommunities 	 .......
 

1 (6)
lather 1 12,800 1 1,450 10,500 250 600 1 1 
I (List) 

fII 	 II I
 
Sub Total I 48,700 15,650 21,000 600 10,700 --	 7507I'II 	 II 
 I I I 

TOTAL I 48,700 II 
II II 

Note: 	Costs to be allocated to this program prior to 
entry in Table; see references in Figure 3 for allocation method­
ology; For water supply projects see Assessment of the Operations and Maintenance Component of Water Supply
 
Projects, WASH Technical Report No. 35, June 1986.
 

1. 	 Personnel costs are actual costs (not in-kind contributions) and include salaries and per diem, housing, and
 
expatriate transportation to and from country.
 

2. 	 Operating expenses include 
all operating supplies (office and field supplies, drugs, ORS, syringes, vaccines, water
 
treatment chemicals) and operating costs (electricity, water, telephone, etc.), and any financing charges.
 

3. 	 Repairs include costs to repair equipment, water or sanitation systems, but not vehicles.
 

4. 	 Transportation costs include vehicle operating and repair costs 
(gas, tires, batteries), and program related bus,
 
rail, and air fare costs.
 

5. 	 Depreciable new or replacement equipment and vehicles (list expected life).
 

6. 	 Financing costs; miscellaneous non-depreciable costs.
 

7. 	 Other Donors (or Lenders), Local PVOs, employers, etc.
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FIGURE B-4
 

Program
 
Cost Summary Table
 

Development Phase Operating Phase (year
 
Foreign Foreign
 

Cost Category Total Currency Total Currency
 

Personnel(1 ) $ 21,500 $ 2,500 $ 15,650 $ 3,500
 

Materials(2 ) 1,000 --

Building,
 
Vehicles & 222,200 60,000 ....
 
Equipment
 

Land 	 --

Operating(3 7,600 -- 32,750 --

Expenses 

Misc.")-


TOTAL $252,300 	 48,400
 

(1) Includes salaries and per diem, housing, and expatriate transportation
 

costs.
 

(2) 	Includes depreciable items such as furniture, piping, valves, cement, etc.
 

(3) 	Includes supplies, transportation, utilities, maintenance and repairs,
 

initial program supplies, etc.
 

(4) 	Includes taxes, duties, and financing charges.
 

- 43 ­


