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Background
 

In developing countries all around the world, family planning (FP) programs are 
increasingly relying on user fee systems to recover public-sector health care costs. 
Many countries-particularly those which gained independence within the l-ast 30 
years-optimistically included universally free health services in their constitutions. 
Family planning services in particular have long been given a special focus and 
have been made widely available .t little or no charge. However, in response to 
substantial economic problems and the persistent underfinancing of public health, 
most of these countries have recently revised their approach: they have begun 
charging fees for public health services provided. In fact, it has been estimated that 
about 17% of all family planing costs in developing countries are now covered by 
user lees., 

Even as user fee systens (UFSs) are becoming ever more widely adopted, there is 
continuing controversy about the effect of these fees on the utilization of FP ser­
vices. Indeed, user fees have been discussed to such an extent over the past two 
decades that by now virtually every decision-maker or line manager in health 
services in developing countries is fhmiliar with the terms and basic concepts in­
volved. What is often lacking is a clarification of these concepts and systematic 
information on how to design and implement user fees in FP services. It is for 
these reasons that the SEATS project developed Designing a FarnilyPlanningUser 
FeeSyslem: A Handbook/brProgramManager,. 

Whenever we consider implementing or expanding a user fee system (UFS) in a 
particular FlP facility or prog;ram, there are two fundamental points that should be 
kept in mind: 

L! 	 The objective is to maximize access to and use of high 
qumlity FP services. 

When introducing or updating UFSs, the objective is not cost 
recovery perse but rather higher quality services available to 
more people at prices they can afford. 

C] 	 Designing, implementing or updating a UFS need not be a 
complicated undertaking. 

Simple systems can be used for setting prices, foreca,ting costs 
and revenues, monitoring utilization, managing revenues and 
determining the best use of those revenues. Moreover, pro­
gram managers will find that a User fee system becomes a 
routine part of sound program management. 
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If designed and implemented properly, a user fee system can increase the availabil­
ity of FP and improve its quality, that is, make more services available to more 
people. Just as important, a system can help increase utilization as users come to 
value the improved Cuality and availability of products and ser-Vices offered. 1o 
assist in the design of UFSs, the Handbook was prepared as a companion to this 
background paper. 

The Needfor Family Planning User Fees 

Unfortunately, the current levels of"sulpport aVailable to f'amily planning in develop­
ing countries are not sufficient to allow programs to exlpnd----or even be sus­
tained-in the long term. There is little doubt that without additional FP financial 
resources (from governments, donors, and users), it would be impossible to achieve 
sustainable increases in the use off FP services. 

The population of the developing world, excluding China, now stands at over three 
billion. Of this poplulation there are perhaps 480 million women of reproductive 
age. To achieve a desired level of population stability over the next two to three 
decades, contraceptive prevalence (CP)levels need to reach approximately 65%. 
This means that services have to reach roughly 312 million women aI year, a numr­
ber that increases with eac!; pa.-sing year.2 So far, among the world's 114 or so 
developing countries, (,nly China and Thailand have succeeded in attaining this 
level of CP. 

Funds Needed 

It is possible to develop a rough estimate of the ftinds needed to achieve 65% CP in 
the developing world (excluding China). An illustrative one-year cost would be: 

Cost ofproviding coverage for one 
woman for one year US$20.00 

Numberof women to be reached 
with products and services = 312 million 

Total cost to achieve 65%coverage = US$6.24 billion 

Estimates of current levels of spending range from US$2.2 billion to US$4.5 billion. 
with donor assistance accounting for US$560 n illion of this total. --' For the year 
2000, some annual cost estimates are as high as US$11 billion-several billion 
dollars over the combined level of funding for FP services curently available from 
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international donors and governments in developing coUntries. Appendix 1 pro­
vides more detail on projections of costs of FP services. 

Since governments' and donors' budgets are already stretched to the maximum, 
meeting these costs will reqluire informed planning. This multibillion dollar shortfall 
will have to be met from some combination of donor support, developing country 
government budgets, and vriousLI forms of direct or indirect co)nsulmer payments. 
Additional funds flom user fees, which, as was stated earlier, make 1)perhaps 10­
17% of the current costs, will unCoubtedly play a continued and increasing role in 
helping pay for service expansion and improvement. 

Considered from another perspective, if 10%Y4of the costs of an FP program can be 
recovered through user fes, the progiram can sclf-finance a 10% expansion of 
services. If 100% of the costs can be recovered-aIs occurs in a number Of pro­
grams in countries around the world-then there ire no financial limits to FP ser­
vice expansion. While these illustrations are simplified, they show how important 
user fees are to the future Of 1-P programs. As will be seen in the discussion below, 
our user fee approach is to always balance the importance of applying solid 
management techniques with the need for expanding the delivery of high-quality 
services. 

Commodity Sustainability 

There is yet another issue, commodity sustainability, that makes the financing of FP 
a more immediate concern. More and more, donors are including provisions in 
their aid packages foi commodity self-sufficiency. In some countries donors require 
recipients to lay our a schedule for phasing out donations of commodities. Excerpts 
from a recent Cocument reviewing donor policy in one African country show how 
important the ability to pay for FP is: 

co irccLptiI'LseI/-relce .L.. must be an institutionalized 
long-ternm piloriiy f/the (government) ... it is developmentally 
retvgrssi'e.frthe (government) to depened on doWloofir 
pirvision o/a commod(l, o/such criticalimpollance", 

In the coming decades, on both a local and a global level, user fees will prove to be 
a determining factor in whether FP services can e.-pand to meet the needs of 
women and thus make possible the sustainable economic development of develop­
ing nations. 
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Issues Surrounding 
Family Planing User Fees 

Outcome orientation versus process orientation 

The decision to implement or update a tJFS has frequently been viewed as a rela­
tively sure-fire, short-run response to urgent financial needs. This is the typical
"outcome orientation," which focuses heavily on macroeconomic considerations. 
However, it is important to recognize that the motivation for adopting a UFS should 
be more long-term. Especially in light of trends toward decentralization, planners 
and managers mist be fully awar'e of the broader implications of a JFS. The 
process of implementing or updating a UFS may entail substantial changes in the 
traditional mode of operations--well beyond the more immediately Obvious and 
gratifying revenues which such a system may generate. It is therefore important to 
approach the implementation or revision of a UFS with a "process orientation." 

"Process"issues to be addressed 

"Process" issues center around how best to design, implement, and/or revise a UFS 
so that it contributes to the overall viability and effectiveness of FIP services. These 
issues can be expressed in a series of lquestions: 

Q 	 How are FP user ftee policies defined? 

L) 	 What are appropriate and e(luitable pricing structures? 

U 	 What total level of revenues can be expected from user fees? 

Ll 	 Where and by whom are fees to be collected, deposited and 
accounted for? 

U 	 What percent of fees wifl remain at the facility level or local 
level, and what percent will be sent to the regional office, 
central office, and to the Central Treasury? 

Uj 	 Are there restrictions on how the revenues can be used? 

L) 	 How is access to FP services to be ensured for all women and 
men? 

U 	 For what priority activities will revenues fr'om user fees be used 
(e.g., replacing commodities, establishing new service sites, 
upgrading equipment, paying salaries)? 

U 	 How will these priorities be identified? 

U 	 What criteria will be used to establish priorities, and how will 
the criteria be cieveloped? 

6
 



How will the perfoniance of the UFS be monitored and evalu­
ated? 

L] 	 How, and with what frequency, will the policies and adminis­
tration of the UFS be revised, fr example, to take into account 
inflation or increases in the prices of commodities? 

How these questions are answered will determine the ultimate SLIccess of a tIFS in
 
terms of its ability to help finance the expanded availability and use of services.
 

All of these issues must be addressed in the design and implementation of an 
effective UFS. And program managers shoukl maintain this "process" orientation to 
ensure that they focus on improving the overall availability, quality and utilization of 
services. At the same time, this process orientation will also serve as a vehicle for 
improving management skills and techniques and tme overall efficiency of service 
delivery. These improvements can have an important impact on a range of related 
characteristics of the FP service delivery system, including: 

U 	 Availability of FP services (quantity, method, etc.); 

U 	 Access to services; 

" 	 Actual utilization of services; 

" 	 Quality of services; 

" 	 Credibility of the specific facility and, by extension, of the FP 
service deliveiy system in general; and 

] 	 Financial viability of the specific facility and of the overall 
service delivery system. 

Figure 1 depicts the relationship between key user fee issues and various dimen­
sions of their potential impact on FP programs. These dimensions constitute useful 
criteria by which to assess the performance and impact of a UFS and, as such, 
provide important input into the design and fine tuning of FP service delivery 
policies, in general, and FP user fee policies, in particular. 
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User Fee Issues and Evaluation Criteria:
 
Potential Impact Areas of User Fee Systems
 

Dimensions of Potential UFS Impact--
Some Potential UFS Evaluation Criteria 

Kinls Miv o/ Iacili)" 
,Se'elric('w' S'Inic'S Quallit ." linancial Alccess to 

Iser Fee Issues OJ'/,vfd l'ro'ided Senices 17Vability Services 

User fee policies * * * 

Pricing structures 

User fee * * * *
 
administration
 

Expected total * * * * *
 
revenues
 

Disposition of * * * *
 
revenues
 

Spending UF * * * * 
revenues 

Moiritoring UF * * *
 
systems
 

Revision of * * * * *
 
UFS
 

Fallacies ofUser Fees 

Considerable controversy surrounds FP user fees. This is in large part due to the 
fact that SO( much discussion has gone into debating whether fees are appropriate, 
and so little effort has gone into taking steps toward implementing them in ways 
that protect utilization levels. To address the concerns of those with doubts, we can 
consider extreme examples that highlight the nature of user fees. Where these 
concerns are lased on mistaken assumptions, we need to do away with those 
aISsumptionS. Where there are genuine reservations, we muLtSt address them by 
designing a UFS in such a way that potential problems are avoided. 

Thefallcy of 'free"services 

Even when F1P services are provided "free," the consumer incurs some cost-often a 
significant one-to obtain those services. These are mainly indirect costs arising 
from transportation and the time invested in travelling to a service delivery site and 
waiting for services. These are known as "opportunity costs." The fact is that there 
is no such thing as totally 'f'i'e"services. When there is a fee, the total cost, includ­
ing user fees, transportation and opportunity cost, may be less than the total cost of 
"free" services if these "free" services involve more transportation and opportunity 
costs. The dema id for FP is a function of all of these costs of access and usage." 
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Thefallacy ofuser fees as inhibitors ofdemand 

One often hears the argument from line personnel as well as from planners and 
decision-makers that user fees have the effect of limiting demand. As a result, they 
are reluctant to implement IT'Ss. They fear that the introduction of fees (or any
increase in cost to the consumer) will leave some people less willing to use services 
and others unable to obtain commodities and services at all. Since planners and 
decision-makers realize quite correctly that F1lservices are highly desirable for the 
health and eonomic good ol society, they conclude that services should bIe made 
universally available free of charge.: These concerns must be taken into account 
when designing a UFS. The system should be designed ifl such a way that people 
are more willing to use services (bvcause of higher quimality, improved convenience, 
or higher perceived value) and that mori people h:ive access to services (through 
subsidization of some services, for example). 

BuIt underlying these concerns is a significant assumption that should Ie addressed: 
the demand for FP is highly sensitive to both income and prices. To borrow a ten 
from the economists. Fl' planners are assuming that there is I high prce elasticityCiV of 
d/emanland that there is a bh~h income e/asiwill,0/'denami.: Studies of health 
service utilization in Some countries have shown that there were significant drops in 
utilization when prices werc increased.' Studies from other c'Xt)ntries have shown 
that utilization rose when prices were increased and quality improvements made., 
Indeed, empirical evidence frlom many countries shows that demand for falmily 
planning services is relatively price iuclastic. That is, moderate changes in price
tend not to result in changes in utilization. Studies in Thailand,,- Jamaica,' Colom­
bia,. and Sri Lanka-' have shown that long-term demand did not change after 
modest price increases were introduced.,' Additional studies in Colombia,,- Egypt, , 
and Korea, have shown that when similar, known facilities provided either moder­
ately priced or free contraception, demand tended to remain ablout the same. Fur­
thermore, it appears that when prices are set too low, consumer confidence in the 
market fCer FP is undermined. Indirect marketing evidence from Egypt and India-" 
and post-price-rise increases in demand in jamaica2, and Sri Lmka2: support the 
supposition that a "too low" price will inhibit demand. Apparently, consumers of 
F' services conclude that the reason services are offered for free is that they are not 
worth much. Hence, severely underpricing in an attempt to make FP affordable to 
all can have adverse consequences.:' 

It has been suggested that most types of health care that are pIblicly provided in 
developing countries are relatively income ine/islic. As a result, both rich and poor 
purchase similar (lLlantities-abeit in substantially different qualities---of health 
care.:, The narrower categorization of family planning might, however, lead to a 
different conclusion. Because family pianning is considered by some to be a luxumy
and/or unnecessalT pu rchase (given Very linited household budgets), the income 
elasticity may actUally be (luite ligh:-secially in comparison to the income 
elasticity of health care as a whole.:'. 
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The demand for FP appears to vary greatly from one locale and culture to another. 
Yet, once adequate information and education about means for limiting family size, 
improving maternal, infairnt, and child health, as well as improving the quality of life, 
l)ecomlk available, FP becomes a desired economic good. With FP information and 
appiopriate and equitable pricing, the demnind for FP becomes more inelastic, 
despite geographic location. 

In summary, the fear that user fees wi!l necessarily decrease demand does not 
appear to be supported by available experience, even though there ire certainly 
instances of utilization dropp;ng after significant price increases were introduced. 
Demand can be maintaincd when prices ire increased within certain limits, even 
anmong lower income groups. On the other h.rd, demand may decreasewhen 
services are provided free of charge. Of courstC, user fees may not be the most 
important factor in deternining whether people use PP services. Other factors, 
such as convenience and quality, may be mnore important. Therefoie, planners 
and program managers must design UFSs in such a way f.hat user fee-,in­
crease availability, lower indirect and opportunity costs, and increase value 
(real and perceived) to the consumer. 

Thefallacy ofwin4fall revenues 

Another fallacy that must be addressed relates to the belief that user fees will solve 
a host of recurrent cost-financing problems--problems that are tniversally experi­
eniced in public-sector health-delivery systems in developing countries. Unfortu­
nately, managers often anticipate an end to problems of shortages of supplie;, of 
needed repairs, and of transportati,.r aIsa result of these new revenues generated 
by user fees. Of course, they reali> that a pool- polulation will not supply high 
levels of revenues, but they hope that Ile unknown amounts to be generated will 
be a significant increase over the funds nornmally available. The reality is that in 
most circumstances, user fees will generate at most 100% of the recu-rent costs of 
service delivery, and oftentimes much less. Put plainly, no gold miine can be found 
in FP user fees. However, small ahnounts of revenues can defray progran costs. 
Marginal cost recovery can go a long way t)expanding service delivery. And a 
well-managed UFS can begin an important long-term trend toward recovering 
significant proportions of the cost of providing services. 

Thefaa ofbureaucratic burden 

One often hears the argUmient in the field that a UFS is a complicated and cumber­
some affair and that the cost of training people and administering a UFS exceeds 
the revenues that can be expected. Experience shows, however, that if a UFS is 
well designed, it should coS! very little to implement and can be expected to gener­
ate enough to justify its l)eseIce. Without a doubt, considering how difficult it is to 
account for commodities and the potential loss of clients, the cost of not implement­
ing a UFS is more than the cost of implementing one. 
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The Importance ofQuality in a UFS 
While many men and women in developing countries are willing to pay for desired 
goods and services, these must be perceived to be of high quality.-" The perception 
of quality is an attraction. The quality of care elements have been shown to corre­
late with users' knowledge, satisfaction, contraceptive acceptance, fertility, and 
health. Programn quality and sustainability are interdependent. In fact, income­
generating services have the potential for improving quality and thereby attracting 
more paying users.:" 

One law of tile market is that services which are perceived as "better" and which 
are priced at the right level wil! draw more patrons. For example, the Indonesian 
private nonprofit oganization Yayasan Klusuimi BLuana (YKI3) increased client visits 
7-% per month between 1987 and 1988 by moving clinics to more accessible sites, 
promoting services through community education, extending hours of service, and 
improving the appearance of the clinics.,, In Egypt, since 1988, the Egyptian Family
Planning Association has managed the Clinical Services Improvement (CSI) project. 
Over 100 well-equipped, clean, fec-for-service Fl1 clinic,, with well-tained staff 
emphasize "luality and caring service at an affordable price." Between 1988 and 
1990 CSI attracted over 58,000 FP clients and plans to cover 66% of its costs by 1995 
through gradual fee increases ' Further empirical informlttion documents that a 
larger, more committed clientele of satisfied contraceptive users stems directly from 
tile quality improvements in service delivery.,: Increased acceptance and sustained 
usage will eventually translate into increased contraceptive prevalence and a de­
creased rate of fertility, financed largely by user fees. 

AdditionalArguments in Favor of User Fees 

Signalng. 

Another ethical i.,sue wlhich is addressed by user fees involves informed choice. 
Even a modest payment for a method (especially sterilization) signals that it is 
valued by the client and that the decision to use FP services was made of free will. 

Accounting and tracking: 

!n addition to increasing re,. enues and indicating value, collecting fees offers the 
advantage of facilitating the accounting and tracking of the contraceptives." For 
example, in Ghana, puLlic clinics were able to monitor their stock of contraceptives 
and maintain adequate supplies because small fees were instituted. It is not un­
usuafl for 6rug.), contraceptives, and other supplies to he solen from public clinics 
and later sold in private facilities or on the street.,, With the monitoring of Supplies, 
theft or los., is reduced. 
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Efficiency., 

Ultimately the inefficiencies encouraged on the procluction side due to lack of 
accountability and inadequate supplies are borne by FP)program clients in time and 
travel costs.\Waiting time a,,d visits to unstocked, understocked or closed facilities 
entail real costs. When available resources are used with greater efficiency, more is 
achieved with a given amount of financial resources.' 

Effectiveness through variety: 

The effectiveness of almost any FP program can also be increased when a choice of 
methods is available at a clinic or center. And a stronger financial base makes 
choice of method possible. This proposition has been explained based on three 
factors: ' 

) First, indivicuals and couples pass through different stages in 
their reproductive lives and thus, over time, their needs and 
values change; this often results in a change in their preferred 
FP)method. 

" Second, when there is a choice of methods offered, those who 
find the initial method unacceptable and/or unhealthful have 
options. 

" And third, given the erratic nature of supplying contraception, 
when there is a variety of methods available, it is more likely 
that at least one acceptable methol will always be available to 
clients. 

Placing User Fees in Perspective 

The evidence from both research and field experience is clear: appropriate user 
fees are a very positive and usefl component of any FIP service-delivery system. 
They should not have a major negative impact on demand, nor should they gener­
ate windfall revenues. They should help to improve management and quality 
without creating a serious administrative burden. It is important, though, that 
(1) the UFS be well-designed and well-managed, charging fees at an affordlable and 
equitable level, and (2) fees be used for the most essential purposes of resupplying 
contraceptives and maintaining and/or improving the quality of service delivery. 

12
 



Experience with Family Planning 
User Fees in Developing Countries 

As mentioned in the introduction to this paper, many Countries offer free services: 
it is often those countries which can least afford to do so. In fact, an analysis of 
those countries offering public sector services for free shovs that the poorer the 
country, the greater the tendency to offer free services. , It may seem obvious that 
governments in poorer countries woukl have even more reasons to offer services 
for fi-ee than governments in richer countries. But tile fact is that using only public 
resources makes it more difficult for these poorer countries to provide (uaIlity 
services and reliable supplies of contraceptives. 

Where ULFSs are in place and operational, a range of cost recover3, has been 
achieved. Table 1on the following page summarizes some of the current experi­
ence with FP user fees in various developing countries. Though these aire only a 
few examples, they do show that the amount of costs recovered can range from 
30% to 100%, and even higher. 

This table also shows some of the dimensions of a UFS that will be discussed in the 
following sections. One is the presence of a sliling-scale fee structure (as men­
tioned in the lrazil/PROPATER program). Another is the importance of phasing in 
fees; in the Egypt/CSI program, the projections are that two-thirds of costs will be 
recovered in the fourth year of user fees. A third dimension which appears on this 
table is the presence of cross-subsidization, by which some of the costs of providing 
FP services are covered by revenues raised from other services. The last example 
of the Table, the Indonesian program, shows that within a FP UFS, fees fr'om 
wealthier clients were used to subsidize services for poorer clients. 

Each of these cases shows an essential characteristic of a UFS: its success lies in 
adaptation to local circumstances and needs. Each has developed payment and 
financing mechanisms which apply revenues from user fees to enhance services. 
And each has worked on gradual improvement over time to pay for expansion and 
qLlality improvements. 
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Table 1 - Examples of Family Planning User Fee Systems 

Country 	 Program 

Barbados 	 Lhnidenti.ied 

Social 

Marketiig
 
Prograi
 

Brazil 	 PROPAITIR 
(V:asectomies 
Only) 

Colombia 	 I)ROF.\MILIA 

Dominican Unidentified 
Republic social 

marketing
lprogr,.iri 

Egypt Clinical 

Services 
hIprovenerit 
((:5I) 

Ghana 	 (.;hana Social 
Marketing 
Pri gram 

Indonesia 	 YKI,-S(MARK 
(social 
marketing 
prigrni ) 

Brazil 	 Sofli Feldman 
I lospital 

Colombia 	 IROFAMILIA 

Indonesia 	 Y.l~al.san 
KuIsum: 
Htuana (YK1B) 

Year 

1980-
1990 

1990 

1988-

1990 

1989 

1990 

1989 

Range of Cost 

Recovert 


100% 

321%16cost-recovery with 
sliding-scale fee schedule 

Raised 50% of income 
from sales and fees fr 
fimily planning 

!00' 

Plans to cover 2/3 of 

costs by 1995 by 
gradually increasing fees 

95% prograin costs 
financed by subsidies 

83% program costs 
financed by subsidies 

Cross Subsidization 

*61% of IFP cost.- covered 
by lab revenu,e 

30% of H:' costs fi''ri 
OFGYN, Urological 
services, infertility 
treatment, STI)'s, 
pre lt,] catre, general 
meed. care 

Clinics inl wealthy lakarta 
neighbirlioods 
recovered 1%',)%of costs 
& excess helped clinics 
in poorer areas 

Impact on 
Utilization Source 

Lande aiid 
Geller, 1991 

Tenfold increase I laws, el al., 
in number of 1992 
vasectomies per
,month 

Raised prices 3-i Linde and 
times/yr w\ith'jno Geller, 1991 
clientele loss 

Lnde and 
Geller, 1991 

Over 100 Lande and 

fee-for-service Geller, 1991 
1:1)clinics 
attracted 58,000
clientsJ 

Liande a1nd 
Geller, 1991 

Lande and 
Geller, 1991 

Lande and 
Geller, 1991 

Linde and 
Geller, 1991 

Llide anrd 
Geller, 1991 

14
 



Determining the Context of User 
Fees In Family PlanningPrograms 
When FP user fees are introduced, it is clone within a larger context of health 
services. Therefore, program managers must, from the beginning of the process,
have a basic understanding of that larger context: what is cinTently happening
within the system, what policies are in force, and so forth. Once managers under­
stand the context, they are )etter able to articulate a set of objectives that are consis­
tent with other parts of the system. 

Since a thorough "systems analysis" is a complicated process, we are only interested 
in undertaking a quick review of some important aspects of the FP service delivery 
system to help ensure that the UFS will work the way it is intended to work and 
will not be counterproductive. We can think of this as sketching out a road map to 
detennine where the UFS fits in relation to policies and services in other parts of the 
syscem. 

By addressing a number of relatively simple questions, managers can develop an 
adequate Understanding of the context of user fees. By reviewing each of these 
question;, they will have a better idea of where a newly designed or updated UFS 
fits in. This procss also helps to organize information before tackling important
issues, such as how much will be charged, how much will be raised, or what will 
be clone with revenues. 

All of zi,'c steps in the design and implemention of a UFS require some understand­
ing of the external factors which may limit options or affect the design in a number 
of ways. There are eleven cluestions which can serve as a starting point: 

1. 	 What is the national policy on health financing and user fees? 

2. 	 Are user fees charged for services other than FP? 

3. 	 Who makes decisions about changing fee schedules and fee 
policies? 

4. 	 What level of revenues are currently generated by the
 
existing UFS?
 

5. 	 What is the disposition of revenues generated? 

6. 	 How do fees affect where people currently go for services? 

7. 	 What other kinds of co-financing (through communities, 
insurance, employers, etc.) exist? 

8. 	 What is the current mix of public and private services, how big 
is each sector, and have there been changes or trends in this 
mix? 
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9. 	 Who tends to use private services and who tends to use public 
services? 

10. 	What is currently being charged in each sector? 

11. 	How was the existing user fee schedule detemined? 

Question # 1: What is the nationalpolicy on health 
financingand userfees? 

To the extent that there is a specifically defined policy or guidelines on charging for 
health services, FP services will normally be subject to those policies and any 
restrictions they entail. For example, a program planner or manager must deter­
mine (1) what the FP and financing goals of the public health sector are, (2) if there 
have been any formal decisions, policies, or rules on the part of ie central govern­
ment which place restrictions on provision of health services, or (3) ii" policies apply 
to FP services at all, or just to other health services such as ambulatory care or child 
health care. Many times, there will be inconsistent policies or policies that have 
become obsolete, such that managers make changes without regard to any "poli­
cies" that may exiL-. 

Question # 2: 	 Are userfees chargedfor services other than FP? 

Many West African countries participating in the "Baniako Initiative" have recently 
begun charging 'ees in a program where previously fees were charged only in an 
irregular fashion. They have thus created an infrastructure f'or charging and manag­
ing fees. In other countries, there is a fee schedule on paper, but it is not enforced, 
collected. or reported in any way. Existence of a functional UFS can facilitate the 
task, since it is generally easier to modify or raise fees than to introduce them where 
there were none before. Clierts are already familiar with paying for services, and 
administrative systems-even if they are rudimentary--are generally easier to adapt 
or update than to implement from scratch. At times it may be more difficilt to 
modify an existing system, however, since peculiarities of that system, once en­
trenched, may be difficult to modify. The impoitant step to take at this point is to 
identify the fees being charged and the characteiistics of the existing UFS (e.g., are 
fees actually charged or do they merely exist on paper?). 

Question # 3: 	 Who makes decisions about changingfee 
schedules andfee policies? 

There are potentially many people with the authoi ity to change a user fee policy, 
whether that change involves introducing new fees or modifying existing ones. In 
some countries the authority is veiy decentralized, while in others it lies with the 
Minister of Health. In many instances, no official will have a ready answer to this 
question because it may never have been raised before. The manager needs to 
determine where authority lies. If authority exists under a "reserve decision-mak­
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ing" process such 	that modifications can be mace on a decintralizecl basis as long 
as they do not conflict with formal policies and regulations, a manager will have a 
great deal of flexibility and can carry out the steps in the user fee Handbook with 
some degree of independence. Ifdecision-making is based on specific pre-authori­
zation, a manager 	will have to identify the individual who holds authority and to 
gain his or her support. In either case, it is important to have general support 
among the people 	who are directly or indirectly involved with decisions ablout the 
FP system. 

Question #4: 	 What level ofrevenues are currently generated
 
by the existing UFS?
 

What is tile total amount generated? How do these compare to the cost of contra­
ceptives? To the 	total operating cost? 

Question # 5: 	 What is the disposition of revenues generated? 

Do they remain at the facility or are they sent to a more central administrative level? 

Question # 6 	 How dofees affect where people currently go 
for services? 

Are clients using services for which they have to pay fees, or do they tend to use 
free services only? 	 What changes can be expected if fees were to change slightly? 

Question # 7. 	What other kinds offinancing and co-financing
(through communities, insurance,employers, etc) 
exist? 

What forns of payment can be identified for health services? There will generally
be a combination 	of payments from employers, insLirance companies, coverage
under a social security plan, or under a union or association plan, revolving funds, 
or other funds for paying for health services set up by commnunities. Individuals 
may participate in these funds automatically or by choice. For those who partici­
pate, they may pay into the scheme on a monthly basis, or they may pay at certain 
times of the year, such as at harvest time. These are all parts of an overall system
that can be used to pay for FPl services. Each is of great interest to us for that 
reason. For the purpose of designing an effective UFS, however, a manager needs 
to know, at a mininmm, what exists for health services generally and for FP services 
specifically, and to have some idea of who participates in these schemes and in 
what numbers. 
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Question # & 	 What is the currentmix ofpublic andprivate 
services, how big is each sector, and have there 
been changes or trends in this mix? 

Generally, FP services will be available from some mix of puinc facilities and 
private facilities such as private doctors and midwives, or mission hospitals. Know­
ing who is providing services and what recent trends have been (such i.,growth in 
one or both sectors) will help to anticipate how changes in user fees may result in 
changes in utilization. 

Question #9: 	 Who tends to use private services and who tends to 
usepublic services? 

It is important to determine who is using the services provided by the facility or 
program for which the new UFS is in,ended, and how they may differ from other 
users or potential Users in the area (i.e., what is the "market share"?). Are they more 
able to pay or less able to pay? How will they respond to quality changes, such as 
a decreased waiting time? 

Question #10: 	 What is currentay being charged in each sector? 

At a minimum, a manager should know what is being charged by other providers 
in the area or the region. If clients have access to a variety of public and private FP 
providers, then we would expect many clients to go to those providers if we were 
to introduce higher fees. If we introduced fees which .ire comparable to other 
service;, then we would expect people to go where che services are most conve­
nient or of the highest quality. Losing some clients may even be a desirable devel­
opment if they were people who decided not to use other services simply because 
they (lid not want to pay (though they were able to pay) and have now returned to 
those other sources of FP services. If there are others providing free services, then 
we can be more confident that we can restrict eligibility for our system. 

Question #11: 	How was the existing userfee schedule 
determined? 

On what basis were fees set? Based on actual costs? Or are they more arbitrary? 

In Conclusion 

At this point, you, the manager, should have a better sense of those factors or 
circumstances that affect your user fee options. You should have a sense of what 
makes certain decisions e.,sier and others more difficult. And you should have 
some sense of how changes in the UFS might be affected by other parts of the 
delivery system outside your control. When you have made the decision to design 
or update a UFS, the Handbook will assist you in following some simple steps 
toward a workable system. 
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Endnotes 
'Population Crisis Committee (1990). The United Nations Development Program has made a

lower estimate of the proportion of costs borne by users, at 10% (cited in Lande and Geller, 
1991). 

2Projections of users of modern family planning methods for the year 2000 range from 229 million
(Destler el al, 1990) to 510 million (Maudlin and Ross, 1991). A more complete discussion of 
projections is provided in Lande and Geller (1991). 

•ibid; Bulatao (1985) estimates current spending at about $2.5 billion.
 
'janowitz, Bratt and Fried (1990).
 
ande and Geller (1991).
 

"USAID cable Harare09165.
 

"Lewis (1984i).
 
In economic terms, this touches upon the discussion of whether FP goods and services are"public goods" or whether they are "private goods." We will not address this issue here; for a

discussion of this topic, the reader can refer to Akin el al(1987). 
"At this juncture we apologize for introducing economic jargon, but it is important to understand

the nature of these issues and the available FP service delivery evidence from around the 
world. .largo-1 will most certainly be kept to an al-solute minimum. 

''Mwancih and Mwabu (1992) discuss findings from Kenya; Yoder (1989) discusses findings from 
Swaziland. 

"A recently completed study in Cameroon (Litvak, 1992) demonstrated that when prices increased 
for integrated family health services through public sector facilities, along with improvements
in the quality of those services and related medicines and supplies, demand actually increased. 
This was true for all socio-economic levels Of users, even the poorest stratum.
 

I-'Baldwin (1978); Fanily Health Division (1983).
 

'"Howell and Seims (1979).
 
'"Ojeda, et al. (1983).
 

'Abeywickrama (1983).
 
"Traitongyoo (1985) attributed some of the success of Thailand's largest private heaith and F
 

project to the effect that user fees had on individual spending patterns: "The fees that are
clharged are important to the success of the program as these reinforce the importance of the

services to the recipients as well as generate the necessaiy funds for the program's

existence...we try to instill in the people a lifetime commitment to health and family planning
 
practices, and part of the commitment involves altering spending patterns" (p. 32).
 

'"Bailey and tlmana (1978).
 
"Gadalla, el al. (1980).
 

'"Chen and Worth (1982). 

-"ICSMP (1983). 
"Howell and Seims (1979). 
2 Abeywickrania (1983). 
".ln effect, the demand curve for FP is backward bending below some price (Lewis, 1986). 
2"Grif-fin (1988). 
" Given that populauion under consideration does not have a truly measurable income, and that all

proxies for income are second-best approximations, t1is not surprising that demand studies to
date have focused on the price elasticity of demand for family planning rather than the income
elasticity. There is, however, a relationship between changes in income and the demand for 
family planning. With respect toihealth and medicine, optional (i.e., elective) goods and
service irchases are classified as income elastic (they change with income), while essential 
health purchases are income inelastic (they tend not to change with income).

2'To return to the issue of public goods veus private goods, if family planning was considered by 
all to be a necessary good, education and marketing would be redundant. 
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1 
7Akin et al. (1987); Ashford and Haws (1992). 

"'ewis (1986). 
"Lande and Geller (1991). 
3'ibid.
 

• ibid. 
-Lipton, et al.(1987); .lain and Bruce (1989); Lande and Geller (1991). 
T'lhe demand for family planning is price inelastic. Thus, price increases will augment revenue. 

"Lande and Geller (1991).
 

"Lewis, 1986.
 
"'Efficiency is two-dimensional. The allocative dimension involves raising capital and allocating
 

resources in order to maximize the net benefit to society. 1he operational dimension involves 
dj*isinY financing mechanisms as well as tile least cstly methods of producing and delivering 
the given health services to achie\ve required improvements in health status (see Mills, 1984). 

1-lain and Bruce (1989). 

"This is based on a survey of some 20 countries carried OtLI by SFATS. 
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Appendix 1 - Projected iExpenditures on Family Pmanning in Developing Countries in the Year 2000 
Author & Population Contraceptive No. of Contra- % Increase ofDate Projection Prevalence ceptive Users Year 2000 Cost in 1988 US$ Year 2000 Cost 
(Ref No.) Used in 2000 (Total/Modern) Method Mix 

Per Modern Over Est. 1988Indirect Costs Included Method User Total ExpenditureBulatao 1985 World Bank 58, .125 million/NA Varies by cotilniy 	 Training. institutional develop- S19.55 a $8.310.000,000(,World Bank) 	 -standard- fertility nld 
571
 

decline (includes ment. data collection. and others
 

China)
 
Desier et al. 	 UN high variant 569,6 286 million'229 Female sterilization: 32%: Training. institutional develop-1990 (o3) 	 (excludes China) million 

S21.83' S5,000.000.000 l11dVasectony: 5% OCs: 20!i.: ment. data collection, and others 
11D: ION,; Injectables Implant: -1i: 
Vaginal methods: 1%: Condom: 8%: 
Traditionah 2l0%Gillespie et al. 	 UN medium variant 52 %e 349 million, 265 Sterilization: 28%: OCs: 2-0: Some training and information S19.721988 (US AID) (excludes China) million Si.226.010.(00 73)
IU1): 11': Condom: 6;,: activities
(8-) Other supply: "7,:Tnaditional: 2-;,
 

UN medium variant 52% 
 3-9 million 265 Slerilization: 27%; Injectables: 1.5%: As above S20.00 $5,301.000.000(excludes China) 	 million OCs: 23" IUWI):010 

Norplant. 1."o: Condom: 6%:Other supply: Traditionah 21!i)

UN medium variant 
 52% 3-i9 million'265 Sterilization: 261, Injectables: yVi,: As above S20.25 $5.365,000.000 790(excludes China) 	 million OCs: 2"6 IUD: 9"6 Noplant: 3%:. 

Condom: 6,!; Other supply: 6:; 
Tradition-il: 24%

JanowitZ et al. 	 UN medium variant 48.-49.5%e 320 million 257 Varies by region Donor funding of biomedical and1990(109) 	 (excludes China) S14.10 $3,623,000,000 67million demographic research, evaluation. 
training, and infonnation activities(=$713 million in 2000)

Kocher & 	 UN medium variant Africa: 23%: -174 million.-122 Female sterilization: 33%:;7.812.000.000Information activities, data aAf: $15	 .37Buckner 1991 	 (excludes China) Asia: 57%;: million Vasectomy: 11%: Iniectables: 2%: collection, research, policyt12) 	 As: S10 a 
LA: 550, OCs: 13%!: IUI): 2-%: development, and training and LA: S10 a 

Vaginal methods: 1%; institutional development (= S2.9
Condom: 76; Other: 9'6 billion in 2000)Mauldin & UN medium variant 59% 567 million/510 Female sterilization: 36%: Vasec- NoneRoss 1991 	 (excludes China) S1.23 $627.000,000 57million tomy: 8%: injectables: -%:156) 	 (commodities commoditiesOCs: 13%: IUD: 22%: only) onlv)
Condom: 6%: Other: 1WIN,Population 	 Stable world 75% 720 million,'NA NA Information, training, and research S16.00' SI 1,500,000.000 259Crisis Com-	 population by 2095 

mittee 1990 (includes China) 
1-9.239) 

van Arendonk UN medium variant 59/. 567 million/10 Female sterilization: 36%:
1990 (United 	 iexcludes China) million 

Research, information and S17.65 S9.00.000.000 1(10Vasectomy: 8%: OCs: 13%:Nations) (2!5,) 	 promotion aictivities to policy-
Injectables: 4%: IUD: 22%; makers, evaluation, institutional 
Condom: 6%: Other: 1(Y, development, training

IUD = intrauterine device "Cost per user of modern and traditional methods 'Gillespie and colleagues based prevalence on the 1986 fProjects prevalence needed to stabilize worldL- = Ltin America 1-. increase over projection for 1990 rather than for 1988NA not available 'Assumes 	
UN assessment of world population. Janowitz and population at 9.3 billion by 2095decreasing cost 	 er user as prevalence increases colleagues used the 1988 assessment, which reported Reprinted from Lade an-I Geller (1991)OCs = oral contracep:ives db increase over 1985 expenditure higher fetiiity rates than the 1986 assessment. 

See explanatory note onfoI~wingpeige 



Note to Appendix: Projecting Family Planning Costs 

1"o estimate ftulire costs of faumily p:inning services, researchers: 

(1) Adopt a set of projected population growth rates and then calculkite tile contraceptive preva­
lence and tile num1.a11ber of use..rs or Other lmeaSuLre of service otLpLIt lLecessary to achieve those 
rates; and 

(2) Calculate a unit of cost: tile cost per u.'er, pe. visit, or per couple-year of protection (CYP, or 
tile equivaIlent ol one year of conticeptive [rotection for one couple). 

Total Costs 're"then the nuiilIer of ueis or visits molt iplied by tile approlpriate unit cost. 

Projecting Numbers of Users 

Most estimates have fcuClsed on tie year 2000. To p)o ject the numbl-er of users in 2000, research­
ers begin with projections f natini fertility rates in t11at .ear. Most use tile UJnited Nations 
med iumi var-ianti projection 0f )pplI at ioin goi\wth. This pIoijectitminorecasts tie 5-year period 
between 1995 and 2015 in which Catch developing co(untyt Will reICch replacemnt-level fertility. 
According to the 1990 p,'ojcti(ion, all developing countries will reach replacement-level fertility by 
20465 (212). 

To calculate the i)revalence and the number of con tracepltiVe users needed to achieve these rates, 
most researchers use the Target-Setting Model dc\v210ped y.loi B( nglarts. The Illo(del relates 
fertility rates to t variety0('if factorS, incluiding tile Pt')(i)rti( o(f 'wnen wIh( are married, contra­
ceptive use, and the lee ol d Spf)ntaeous lbolrion. Typically. researchers assumeOfinduced 
that any changes in factors except foir c0intratceptive use Will Oifset inc am ither. "IlTIs, fulure 
frtility rates will depend entirely in increases in co)nt race pt ive use, taking in t() acc(u nt both 
contraceptive prevalence and the effectiveness of th1e methods used (211). Projected numbers of 
uses aire t Iultiplying tile prev'alence rate by the projected numbe r of marriedilen calculated by 

women of repidroductive age- (33).
 

Estimating Costs 

Researchers' estinaes (f family planning costs in the year 2000 depend partly on the mix of 
contraceptive metho)s Illat they project and how they estimate comon)dity and service delivery 
COsts. Mo Istuse the current Method lix as reported in standard sources such as tile I)em)gralhic 
ald I IClthh Surveys or I IN estimates. They then assign Costs to each method. Foir example, Duff 
Gillespie ait1d colleagues assigned conmmodity costs to each miethod and added anl average service 
delivery Cost f $18 per CYI'Or all metIhods (81m). Ill contrast, Barb a Janowitz and coluleagues 
calculauted tile cost if tlie dilTerent modes of service delivery ' (clinics, c mmnmunity-based distribu­
tion, and social marketing, 1'0r examIple), rater than c ost per user, using data on service costs and 
surveys in thriee ct ries (109). ROLf(lIuL t0 of tile \\'rld In k cal cola ted c .Ists frnil 
pl)iulation lil expenditures in i6 counries, tluS implicitly assuming th1e cur'ent method 
mix in those pro grains (37). Whatever thlie method mix, in all projections tlie cost inl scrvice 
delivery exceeds the cost of Sul)plies a1nd commodities. 

Most studies aIssume tihat cost per user Will remai ciistant ais use o i faumily plannilg eXlads. 
lhis my noit be tile case, but data inin c0Osts are it relia bIe en(iil Ight r()ject ,stIs per ISer 

confidently. As progranis expalnd illto rural areas, tie Cost of reaching each user might be higher 
than in rurbin areas. In fact, hw(ever, a compris)n of cost (11t a fri)ii nati(lnlIl surveys shows thIat 
lrn ily plhning costs per user decline frn 1n a)IhLx US$ 1 12 21)% prevalence ti ax)ittper user at $6 
at " r~rev:lence (126). as developing ci itintries bec)me More urbanized, moire users mayr0% Also, 
have more access to services at lower cost per user. The one projection that assumed declining 
cost per user, by I larriett I)estler and colleagues, nevertheless estimates that costs (f family 
planning \,.ill more than double by the year 2000 (63). 

24
 


