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..g1 Introduction
 

This booklet presents 10 steps for designing or redesigning a Family Planning User 
Fee System. If you already have a user fee system (UFS) in place, you may still find 
it useful to read through this manual to detenrine if your user fee system includes 
all of the parts set forth here. If you do not currently have such a system, but antici
pate the need for one, you can use this manua) to guide you through the design 
process. Aid if you don't know whcther or not you need or want such a system, 
this text should help you decide. ( U;,,e" FebfJr Susiaiable Iamily Planing Ser
vices, which was prepared as a companion to this Handbook, provides further 
discussion of iss11Cs surrounding family planning user fees.) 

As a first step, we encourage each of you to take a moment to reflect on your 
overall reason lor starting (or redesigning) a user fee system at this time. Practically 
speaking, until you ha\e established your purpose, it will be difficult to concentrate 
or the individual tasks involved. In other worcs, it is premature to start thinking 
about how you're going to set and collect fees if you have not decided why you're 
collecting them in the first olace-that is, what you're going to do with the money. 

The most common reason for establishing a user fee system is to ensure the long
term viability of your -amily planning (FP) delivery sy-;tem, that is, to stay in b1usi
ness. But not.Jus! to stay in business; properly designed and implemented, a UFS 
can allow you to expand your range of services, can lead to improved management 
and administrative practices, and can generally enhance the overall quality of your 
facility. For those of you who already have a user fee system in place, working 
through this manual w11l erable you to improve your existing system and expand 
services beyond present limits. 

After you have decided on your overall goals, you will then want to consider spe
cific objectives. These will depend on local circumstances, such as the nature of the 
commitment from donors or certain chronic problems. Some typical objectives 
include: 

L1 resupplying or increasing the stock of contraceptives 

Li covering salaries or other costs 

Qi purchasing equipment or otherwise improving the facility 

Li expanding or increasing the availability of services 

,I undertaking other quality improvement measures 
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At this point, we invite you to reflect on why you have decided to estab!ish a user 

fee system and what specifically you hope to accomplish: 

Woirksbewet 1 

Ouroverall
 
objective is:
 

We intendto
 
use anyfunds
 

1.collected to: 

2. 

4. 
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Now that you have reflected on wily you want to establish a user fee system, and 
how you intend to use the revenues you collect, it is time to consider the design 
process, the 10 steps of which are given in Figure 1below. For most of these 10 
steps--which are elaborated one at a time-you will find: 

Q 	a brief introduction with an overview of the main 
considerations involved. 

L) one or more worksheets to get you started on some 
of the specific design tasks. 

L 	end notes which comment on certain elements in
 
the worksheets.
 

Steps in the Design/Redesign of a User Fee System 

Step 1 Set cost recovery targets. 

Step 2 Establish prices. 

Step 3 Develop mechanisms to ensure access to FP services. 

Step 4 Estimate utilization and revenues. 

Step 5 Evaluate original prices (as set under St p 2). 

Step 6 Determine methods for payment of fees. 

Step 7 Manage the fees collected. 

Step 8 Determine the percent of fees to remain at the facility level. 

Step 9 Plan priority activities for which revenues will be used. 

Step 10 Monitor and evaluate the performance of the UFS. (Refer to Step 4.) 
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Step One 

Set Cost Recovery Target 

As we begin to think of what a UFS viii look like, it is useful to set a preliminaiy 
and tentative target with a full range of possibilities. Figure 2 shows that cost 
recovery ranges from 0% (no uIser fees) to 100% (full self-financing). The figure 
also shows a number of intenrmediate levels of cost recoveiy. 

Level I 

No cost recovery 

Level 1I 

Nominalcost 
recovery 

level III 

Marginalcost 
recovery 

Level IV 

Operating or 
recurrentcost 

recovery 

Level V 

Full or capital cost 
recovery 

Levels ofCost Recovety 

the product or service is offered iree of charge. (No 
costs are recovered.) 

a certain (usually minimal) percentage of the cost of the 
product is recovered. (For example, 5 to 10 percent of 
total costs are recovered.) 

all the additional costs directly associated with 
providing an additional unit of this particular
product/service are recovered, hut not operating or 
other ongoing expenses. (For example, 10 to 20 percent
of the total costs are recovered.) 

the costs of the prodtuct/service are recovered, plus all 
associated "prime costs," such as salaries or supplies. 
(Recovery may be in the range of 80 percent of total 
costs, including recurrent and capital costs.) 

all operating costs are recovered as well as 
infrastructure expenses, capital goods, new building,
etc. (100 percent of recurrent and capital costs are 
recovered.) 

5
 

Preyvtous Pc~g ,
 



These conceptual "Levels of Cost Recovery" are not intended as definite or exclu
sive categories; in any given circumstance, cost recovery may not fall neatly into 
these categories. Indeed, we have intentionally left gaps between these levels; this 
has been done to stress that often the goal (assuming ability to pay) is to move the 
UkRs.fium one lev'el up to Ibe text le'el,moving between the transitional stages, at 
once increaising cost recovery and making sure that more people have greater 
access to quality services. We can use this as a general framework within which we 
can define objectives and within which we can assess potential advantages and 
disadvantages. Tlhus, it serves to tailor the design of a UFS to maximize benefits of 
improved aailability. ICCCSS and quality. 

Clearly, in order to select from among these levels for setting fees, you will have to 
undertake either a partial (for level Ill) or a complete (for levels I\ and V) analysis 
of the expenses of running your IP facility-the costs of providing the varus 
products and services you oter tle public. Once you have calculated the relevant 
costs Under each level, you ''ill then know what the appropriate fee \vould be for 
that particUlar level. And this iltur shoul help you decide which option is appro
priate for N'0ur situation. 

We would point out, I owever, that the amount of the fee may not be the only---or 
even the most important-fiactor in selecting a level. We invite readers to study 
Figure 3 fOr a listing of some of the advantages and disadvantages of the various 
levels of recovery (except for Level V, which does not apply to most settings). 
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Advantages/Disadvantages of Cost Recovery Schemes 

I. No Cost Recovery 

H. Nominal CostRecovery 


H. Marginal Cost 
Recovery 


IV. Operating Cost 
Recovery 


Advantages 

No financial barriers to 
access. 

No administrative burden. 

Perceived value increases. 
No real financial barriers to 

ajccess. 

Lays groundwork for 
tracking commodities, 
estimating use, etc. 

Easier to raise prices in the 
future with a LIS already 
in place than to start a UFS 
from scratch. 

Permits expanding of 
services within existing
infrastructure, 

Encourages m1ore 
sophisticated monitoring of 
costs and more financial 
planning. 

Encourages more efficient 
operations. 

Contributes to 
sustainability. 

Provides significant 
resources for 
improvements in quality 
and services. 

Allows independent 
sustainability. 
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Disadvantages 

May he perceived to be 
low quality ("what's free 
can't he worth much"). 
May indicate tihe lack of a 
!.ystem to track 
commodities. 

Facility is totally 
dependent on outside 
support. 

Future viability of facility is 
vulnerable clue to a lack of 
any independent source of 
financial support. 

Facility lacks own funds to 
expand/improve services. 

Added administrativeburden with little revenue
benefit. 

Requires more 
sophisticated cost 
accounting. 

Requires more 
sophisticated pricing 
system. 

May require instituting fee 
waiver or exoneration 
system. 

Higher fees may be barrier 
for some users. 

Fees may exclude more 
users. 

Even more sophisticated
cost accounting required. 



The advantages and disadvantages that relate to your program or facility may differ 
from those suggested in Figure 3. Thinking through these issues will help to con
firm whether the target level you have chosen is appropriate. This will, of course, 
depend on youir own circumstances: whether you are interested in cost recovery at 
a facility level, a program level, or perhaps a district or regional level. It viii also 
depend oil the kinds of services you Offer. 

Using the information provided in Figure 3 as a starting point, you can now set 
your preiiminai , target level of cost recovery. Indicate that level by placing a mark 
in the appropriate box in Worksheet 2. Then, develop a list of advantages and 
disadvantages that relate specifically to your facility or program. 
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Worksheet 2 Selectinga CostRecovery Lvej
 

cbeck onc' 

I. No Cost Recovery 

II. Nominal Cost Recovery 

Mfi. Marghial Cost Recovery 

IV. Operating Cost Recovery 

V. Operating & Infrastructure Cost Recovery 

Advantages: 1. 

2. 

4.
 

5
 

Disadvantages: 1. 

2. 

4. 

5. 
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Step Iwo 

Establish Prices 

To establish your prices, you will have to determine (1) how fees will be structured 
(for examplh, will there be a single fee for a visit including contraceptives provided 
during that visit, or a fee for the ,isit and another fee for contraceptives), and 
(2) whait the specific fees will be for those products and services. 

1. Determining the Structure 

There are a number of simple ways to structure fees. In most instances, the main 
limitation will be unfamiliarity or a lack of experience with different ways of charg
ing fees. Some of the most common ways that can he used individually or in 
combination are outlined in Figure 4, which follows. 
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Common Ways of Structuring Fees 

Out-of Pocket 

The most comon 
payment mechknisl, these 
are made at the time a 
service is provided. The 
full am 1unt is paid based 
on the existing schedule 
wIhen a client arrives at a 
facility or hbctore the client 
leaves the facility. 

Bundled Fees 

A single fee each time a 
patient arrives at a facility,
which covers counseling, 
clinical services, laboratory 
services, and 
contracepttives. 

Registration or Fee Cards 

Cards have been widely 
used in t FSs around the 
world, most commonly for 
wvell child care. A single 
fee is paid which is valid 
for a given period, and all 
regular services and goods 
are provided free thereafter 
until that period is over. 

)epending oin preference, 
a single fee may he 
charged for any type of 
method, or a different fee 
for each type of method. 
The card can be issued for 
any length of time. It can 
be issued instead of fees 
for services, or it can be an 
option. 

Advantages 

Familiar to everyone,
which makes it easy to 
introduce and continue. 

Once payment is made, 
client has full access to 
services and com-
modities. 

Accounting is very 
simple. 

Provides a ready source 
of information on 
needed follow-up, 
timing, etc. 

The client may be more 
motivated to continue 
services to "get what is 
coming to them." 

If cards are used for 
other services (e.g., 
child immunization), 
people will be familiar 
with them and tH) 
services can be built 
upon the local 
experience. 

Disadvantages 

Recluires a detailed fee 
schedule. 

Must take into account 
all costs involved in a 
visit or service. 

Cards have to be kept 
at the facility or by the 
client. 

Involves another item 
which must be filled 
out and kept. 

The up-front investment 
may discourage use. 
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How will fees be structured in your program or in your facility? 

,Worksheet3 Paymentr"cr 

[l Out-of-Pocket 

Description 

[L Bundled Fees 

Description 

L) Registration or Fee cards 

Description 

2. Setting Fees 

While you may change these prices as you work through the rest of this design, 
you need a rough figure to get the process started. Prices or user fees are normally 
established in one or a combination of three ways: 

A. Basedon the Inarketpriceo/conparableprpoducts orservices. 

R Based on the ability ofusens to pq1. 

C Based on the costs q/ theproducts andsevices providedby 
the FP center. 

Each of these three ways is discussed in the following pages. It is recommended 
that you work through all three before deciding which will be most useful. 
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A 	Setting User Fees Based on Market Price 

In this approach, information is required to determine what ishappening in the 
market. The program manager should address the questions outlined below in 
Worksheets 4 and 5. This should he done for each of the services offered (such as 
a medical consultation, an injection of Depo-Provera or an IUD insertion) and each 
of the products offered (such as a cycle of Lo-Femenal or a set of vaginal foaming 
tablets). 

Worksheet 4 	 Looking at the Market, 

Service/product: 

1. 	 Is this product/service offered elsewhere? Yes [ No 

If no, market in/brmationis, oJ'coune, not apprnpriae. 

Ifyes, continue to 2. 

2. 	 Is the product/service truly the same (,,ame 
quality product, same level of service)? 1J Yes [ No 

If yes, continueto 3. 

3. 	 Where is it offered? 

4. 	 What is the cost? 

Once you have analyzed the market, YOU can then calculate your fee based on this 
information. 
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NOTES-
In die simplest case a FP product might be available to consumers at a nearby 
location. If so, you may want to base your price on "the market" and set your price 
at the sa me level, or slightly higher, or slightly lower, depending on other competi
tive factors. You may want to set a different price for a variety of reasons: 

Q 	To draw more clients to the clinic-so you set fees below 
the market price. 

--	To discourage use of a service or product at your clinic-so you 
raise fees above the market price. 

" 	To take advantage of your convenient location-so you set fees 
above the market price. 

" 	 To subsidize the price of one product with revenues earned 
on another product. 

Whatever considerations you, the manager, choose to emphasize, your understand
ing of the present market can only improve your decision-making about fees. 

Calculating the Fee
Worksheet 5 Based on Market," ,,, 

A. F1P product/service to be offered 

Where is similar 
product offered? Location Price 

B. 	 Average current market price of this 
FP)product/service (add up all of the prices 
and divide by the number of price- obtained) 

C. 	 Adjustment factor (percentyou wish to chaigo 
above or below the markeiprice) 

D. 	 Price of F'1product/service to be offered 
(MiiltipiyB x C) 
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R Set'ng Fees Based on the User's Ablility to Pay 

To use this approach, you must be able to estimate the average per capita income 
of your target group; that is, you must be able to differentiate the average per capita 
income of your catchment area from broader (e.g., national level) data. Then you 
must estimate what percentage of per capita income is generally spent on health 
care and what percentage on family planning. If family planning services have not 
been o'vailable or have been underutilized in the past, you must determine whether 
spending on FP will replace spending on health or whether it will represent an 
additional expense. Realistic expenditure estimates are essential; in making these 
estimates, you may find it helpful to make comparisons with other areas, programs 
and even countries. 

Once you have estimated yearly expenditures on FP services per capita or per 
household, you must set fees so that average FP expenditures over the course of a 
year do not exceed the estimated figure. To do this, you must determine a typical 
FIP purchase pattern fo~r a year. For example, if per capita (or per household) in
come is 1,000 and family planning expenditure is expected to be 2% of that, then 
the typical purcL se package would not exceed 20. This target price would cover a 
year of family planning services and contraceptives. If the service involved clinical 
visits, then a visit and a year of contraceptives would total 20. If a visit is more 
involved (for an IUD insertion, for example), then the price can be increased so that 
it totals several years' worth of payments. 

The following worksheet offers a formula for calculating the fee based on the user's 
income: 
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Calculating the Fee 
Porksheet 6 Based on User'sAbilOy to Pay 

A. Per capita (or per lhousehold) income 

B. Percent spent 	on health care 0_ 

C. Percent spent 	on family planning 0_ 

D. Amount to be expended on FP per year 

E. Anticipated number of visits/services per year 

F. Anticipated units of product to be used per year 

1 	 2 x 3 = 4
 
Fsthmated Price per Charges per
 

Service or Product units/year unit year
 

G. Total units/year
Sbould corr')pondto total of item (F) + item (F)
 

Smtuld cor'responl to item (D)
 

H. Total Charges* 

*lf!! is substntiall;'grealterthan D, then modify'1'oIpces utntil F = D. 
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C Setting Fees Based on Recovering Costs to the Facility 

Below we offer worksheets for calculating costs and fees under Levels II, III, and 
IV. We have excluded Level I (no cost recovery) for obvious reasons, and we have 
also excluded Level V,as it will not apply to most users and involves, in any case, a 
complicated series of calculations. For Level III, marginal cost recovery, we have 
offered two different variations: Worksheet 8 uses an example of reco ,.ring contra
ceptive costs, whereas Worksheet 8a offers an example based on recovering part of 
the salary costs. This alternative (8a) may be more useful if your program or facility 
receives all of its commodities free of charge, from the government, for example, or 
from other donors. Of course, these are only examples, and you will need to 
calculate costs and fees based on your own conditions. 

Calculating the Fee Based on
*$beet 7 Nominal Cost RecoveOV 

1ka¢amplebaseaYour on commodity
calculations costs 

1. Bulk cost of product to facility for2500francs) 

2. Cost per unit (5francs) 

3. Percent of (2) to be charged user (e.g., 20%) 

4. Price to user (l franc) 



Calculating Fees Based on 
p h 8 Mag gi Cost Recover'y(Loe gM) 

Evample based 
Your onl conflnodi(p,

calculations Costs 

(500 condoms1. Bulk cost of product to facility _ .f/r2500;ancs) 

_(52. Cost per unit francs) 

3. Price to user (5frapics) 

In this case, tie facility or program completely recovers the cost of buying this product 
but riot any associated operating expenses. This option assumes that all staff and 
infrastructure are already in place, and paid for by some other sources, when the 
product is bought. That is, the objective is to cover the additional cost of providing an 
additional unit of service, rather than to recover the costs of elements already in place. 

Sorksheet 8a Maral 
Calculating Fees Based on 
Cost Recovery (LeveILL 

An alternative example 

Your Fvatnple based 
calcudations on sala?), costs 

1. Total cost of salaries to facility (100,oofrancs) 

2. Percent of salary costs to be 
recovered as marginal costs _20__ 

(20%) 

3. Total amount to be recovered (20,oofrac. 

4. Total patient visits per year (5,000) 

5. Price to user (4franco) 

In this case, the facility or program recovers some part of the costs of providing 
services or products, in an attempt to cover the "margbial cost" of providing that 
service or ,roduct. The portion of salaries recovered is used as a very rough estimate 
of what that "marginal cost" would be. 
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In this case, the facility recovers completely the cost of buying this product but not 
any associated operating expenses. This option assumes that all staff and infrastruc
ture are already in place when the product is bought. 

Calculating Fees Based on 

Worksheet 9 Operating Cost Recovery (LevelM,. 

1. 	Annual operating costs of facility
 

contraceptives
 

rent
 

salaries
 

supplies 

utilities 

repairs 

other 

Total 

2. 	 Annual number of services
 
provided or clients served
 

3. 	 Operating cost per unit [(2) divdced by (1)] 

4. 	 Average price to user /sameas amount in (3)] 

5. 	 Price [amotnt in (4)! to be distributed as 

Price per visit 

Price for a year's worth of contraceptives 

Total Price [same as amount in (3)] 
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NOTE& 

You, the manager, should know that it is quite likely-and very desirable-for tile 
facility or program to move from one level to the next over tile ledium- to long
term (always assuming the user's ability to pay). YCIu thereby make more F13 ser
vices available to more people, and increase the sustainability of the facility or 
program. 

It is important to keep in mind that there is a relationship between cost, perceived 
value and quality-and to understand the effects of these on demand. As discussed 
in UBeLr Fe-sfiwr'ls/ailla Familj,P/aimib SrI'ViCes, maXiMLtln utilization of prod
ucts/services typically does not occur at Level I, but somewhere above it; highest 
utilization is not found w'.here services are free. Your goal in this regard should be 
to find that equilibfrium point where both utilization and cost recovery are at their 
highest. 

In some cases the fees charged for one service can be used to sul)SiClize other 
services. For example, the fees for high-demand services, like condoms or oral 
contraceptives, may be such that they generate more than their share of costs and 
coul therefore be used to subsidize other services (which may even have a higher 
priority). If this is one Oct your godls, then you will need to take this factor into 
account when setting the fees for certain high-demand services. 

Finally, there is the question of whether to have a sliding scale of fees. A sliding (or 
multi-tiered or differential) fee structure stubsid izes services for those who cannot 
pay. In some countries, households that are certified as poor by community leaders 
are given vouchers for FP services. In other countries, a client's own word or docu
mentation from a village chief determines an individual's income and hence his/her 
eligibility for a reduction of or waiving of user fees. Eligibility criteria for sliding
scale fees are similar to those for waivers, which are discussed under Step 3 below. 
Of course, while reduced or zero fees may be realistic with regard to certain meth
ods of contraception, they may not be appropriate for all methods because of social 
implicatiolns. 

Now, based on the calculations performed, you can fill in the following information: 
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AWI ksheet 10 Summary ofPri andFee S 

1. Pricing method used 

2. 	 Cost recovery level expected 

Including what % of contraceptive costs 

Including what % of recurrent costs 

3. The tentative fee schedule will be 

Services 

Consultation 

IUD insertion 

Surgical procedure 

Contraception 

Condoms (per __) 

Cycle of oral contraceptives 

IUD 

Injection 

Other 

Other 
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o Step Three 

Develop Mechanisms to Ensure
 
Access to Family PlanningServices
 

We have mentioned in several places the effect that prices have on tile utilization of 
family planning services. Regardless of whether many, or even most, people may be 
willing to pay moderately increased prices, there are always ihose who cannot 
afford to pay at any price. And as these are often the people most in need of famly 
planning assistance, we need to make special provisions to ensure that no one is 
excluded from these services. 

The proportion of clients who are truly unable to pay in any given area of any 
given country can be difficult to ascertain. Typically, there are at least three groups 
of people who may have difficulty paying fees: 

1. 	There are those who can pay even though payment may be 
difficult. This group will pay if the services and goods are seen 
as valuable and important, and if fees are within reach. 

2. There are those who can pay a certain amount, but not the full 
fee set by the facility. Or they may be able to pay at certain 
times, such as during or immediately after the harvest, but not at 
other times. 

3. There are those who are truly unable to pay any amount at all. 

This section describes simple approaches to establishing and implementing a waiver 
system to ensure that everyone who is interested in family planning, regardless of 
their ability to pay, has adequate access. The proportion of people in your UFS 
who will be unable to use services if fees are introduced will depend on many 
factors, such as the fee structure and the local economy. The percent of exempt 
users is certain to have a considerable impact on the performance and success of 
any UFS. If the criteria for exemption are too loose, or are loosely applied, people 
who are in fact able to pay may be exempted and revenues thereby lost. On the 
other hand, if the waiver system is too stringent, needy people may be denied 
services. This latter consequence is especially counterproductive and undesirable, as 
unwanted pregnancy among the poorest people will have particularly disastrous 
results for the families involved. For this reason, you wouldl normally want to err on 
the side of giving too many free services-rather than too few-and to figure this 
bias into your planning, pricing, and revenue projections. At the same time, it 
should be your goal to structure the waiver system in such a way that it exempts 
only those people who would otherwise have no access to services. 
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Thereafter, you should rely on regular monitoring and evaluation to make sure your 
system is working the way you intended. 

To design an effective waiver system, you will need to answer the following cItIes
tions: 

1. How will eligibility for waivers be decided? 

2. 	How many waivers, as a percentage of all services,
 
will you allow?
 

3. What method of waiving will you use? 

4. How long will waivers be valid? 

5. 	Who will have authority for issuing waivers? 

6. 	How will waived or free service; be accounted for? 

1. How wil eligibility for waivers be decided? 

Detemining eligibility involves two steps: specifying criteria and specifying how 
each criterion will be weighed in deciding eligibility. It is important to be as specific 
as possible about these two steps SO that your eligibility criteria are carefully formal
ized and clear to everyone. That is, if someone meets the criteria, he or she is 
eligible for waivers; if someone does not meet the criteria, he/she is ineligible. 
Clients may not agree with the decision, but they should not be able to fault the 
process. And while the facility or program can help clients to obtain waivers, it 
shoukl be seen as the client's obligation to demonstrate that he or she qualifies for 
the waiver. 

Below we offer a sample questionnaire you can use for collecting infornation oi 
which to base your decision to waive or not to waive user fees. For each question, 
we offer suggestions on how to use the information to make your decision. Some 
questions may not be appropriate for your particular clientele, or there may be 
udier information which you find to be m1oe useful. In either case, these may 
serve as a useful beginning. (For those who wish to use this qluestionnaire, we 
offer a version without the commentary in the pocket in the back of this Hand
book.) 
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User Questionnaire 

1. Address of user: 

(Cetain 
locationsIna 1, 
be knownto,be 
poorertban 
othen.) 

2. Apparent health of user: [L good L) fair poor 

(Someone uho is disabledor in poor health ma.a, not be able to work or maY 
areadyphave NORb health care costs.) 

3. Marital status: iJ married L) unmarried 

(A single uoma,, witb children ma)' be less able topa),. Mardiedcouples ma) , 
have two incomes and therefore be more able to p('.) 

4. Occupation: 

(Celain categories q/'occupationsuvould normall, be requiredtopa ;,:civil 
servants, teacher antd otbertrffLSxioltals, health care ttorkens, etc. Someone 
who is u/nnemployed uould obviouslh' be less able to pap.) 

5. Occupation of spouse: 

(This shoddshed additionallight on thefamilys /inancialsituationm. Even if 
the spouse has a lou'-pa imfjob,the tvo'ict that there are tuo people em
pko'ed is siqificant. hten i/ both husband and u'ife ae unemployed, bhis 
doesn 'tautomaticallymean the' should be elhgiblefor a uwaiver.) 

6. Education level: [ no formal education I post secondary 
[L primary school only I1college graduate 
U some secondary school 

(People above a cellain level ofeducation can be assuimed to bav.,e some 
incomle-earning potential.For avample, mostfamilis in wbicb either be 
busbandor ui/i,has at least a high school education should be able to pa p. A 
low level ofehcation ma , indicate the inability to pai, but not in and (ofitself 
blot all u1neducated people are poorl). 

7. Education level of spouse: U no fonnal education LI post secondary 
LI primary school only 1college graduate 
[j some secondary school 

(Even ifthe user infiont ] 'youl has little education, the sponse might be better 
educated and tberq/bre bave e'arningPotential.) 
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User Questionnaire - continued 

8. Employer of user and user's spouse: 

User 

Spouse

(ThLs infornationcap! be used to terjify emplqmnent andsala,.Knowing that 
his/heremploi'er may' be contacted maypretvnt the user fivm givingfalse 
employment infopmation.) 

9. Name/address of closest relative: 

(This gives roti anotherpotentialsourcefr verifying eligibilityin/brmation. 
Moreov,; even if the useris unable to piy,perbapsa close re/atit'e is able to 
pay.Approaching rati,es requiresconsiderablediscretion becauseof the 
sensitivily 1'the isste i'olt'edaind the need topmtect confidettialit),.) 

10. Name/address of community leader: 

(7his git,ytyoii someonte else to contactto verij, inabilit) top().) 

11. Number of children: 

(People with lctge.in/ailies ma)' be less able to a]/ordfees, '5')('iallysomeone 
tho is unmnarried.But you should try tofind out ilan.),ofthe childrenare 
emplolyed.) 

12. Ages of children: 

(Chilhen tnder 12 ate likely to be in school orat least notgeneratingani , 
iPtcone.) 
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IA 

User Questionnaire - continued 

13. Number of children in school: 

(If the user has childtrn in school, this ma, indicate an abilitY to pay, as at
 
least he/she can pa ,schoolfees. If the user has school age children uwho ae,not
 
in school, this ma)' indicate he/she can 'ta/ford schoolftes and me'. not be able
 
to pay. A nstter here should be checked with other sources.)
 

14. How did the user get to the facility? LI in own car Q in relative's car 
I by taxi I on foot 

(Ifthe user came 1,caror taxi, this may sitgjcest ability to pay or at least ofa
 
relative to pay. If the user u'alked,check the address; fhis/herhome istt ; this
 
ma, sugest inability to pa;,.)
 

15. Does the user smoke? LI Yes [:3 No 

(Ifthe user can aYibrd cigaretes, he/beshould be able to pay.) 

16. Is the user wearing shoes? [I Yes Q No 

(If no, the user map be poor. Also note the condition o1 the shoes.) 

17. What is the physical appearance of the 
person/any accompanying children? 

(f the petson is malnourished or accompanying children are, this ma, indi
cate inability' to pa1'.)
 

18. Number of outpatient visits in the last 6 months: 

(f thepenon has been ill,be/she may not have been able to u'ork or may have
 
inicurredhigr health costs.)
 

19. Number of clays in hospital in last 6 months: 

(Isin 1, the answer could indicate lost income or hOh health cosis, bence
 
inh,bilily to pa)'.)
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2. 	 How many waivers, as a
 
percentage ofall services, will you allow?
 

Deciding what percentage of fees to waive is something of a balancing act. On the 
one hand, you want to serve the maximum nLumber of potential users, but on the 
other hand, YOU want to collect enough revenue to be able to maintain and expand 
services. If yoI have too strict a policy, potential users may be cle-' *daccess. If you 
have too lenient a policy, you will lose revenue, you will spend an inordinate 
amount of time issuing waivers, and you will be doing a fundamental disservice to 
those who are paying fees. 

There is no recommended percentage; some programs increase use without issuing 
any waivers while others waive 5-10% of fees. What is most important is to monitor 
your system carefully and correct for mistakes. (See Step 9 for more information.) 

3 	 What method of waiving will be used? 

It is not always necessary to waive the entire cost of a product or service. You 
might want to consider using discount or "partial" waivers. While these are some
what complicated and involve more paperwork, they are a legitimate option. There 
are at least n1iree types of partial waivers: 

LI the user pays a percentage of the costs of his/her visit 

C)	the user pays for the product (contraceptives, etc.) but not 
for the consultation 

Ll the user pays for the consultation but not for the product 

4. How long will waivers be valid? 

Waivers can be issued on a one-time/per-visit basis, for a longer period of time or 
several visits, or even for a fill year. If you plan to review and perhaps change your 
waiver system periodically, then you may not want to issue waivers for long peri
ods.
 

5. 	 Who will have authorityfor issuing waivers? 

You 	should designate someone at the service delivery site to be responsible for 
authorizing and issuing waivers. If there is a social worker attached to your facility, 
he/she would be an obvious choice. This person would apply the agreed-upon 
criteria and decide whether a user was eligible or not. Normally, you would not 
select the clerk or cashier for this role as the waiver should be issued before the 
user 	comes to the payment point. 

28
 



6 	 How will waived orfree services be accountedfor? 

Waived services should be recorded in the same manner as any other service. That 
is, a fee or charge is recorded and tile am1ount collected is noted. In the case of a 
waiver, the a.ount collected will not be the same as the charge or will be "0," with 
a notation in the ledger referencing the relevant waiver (ideally by number). See 
Step 6, parts 1, 2, and 3 for more details. 

It will be important to monitor the waiver system closely to be sure it is having the 
intended effect. You may have to adjust your expectations of what percentage of 
fees can be waived and/or adjust your waiver criteria. See Step 9. 

You should now have decided what the 
el.ments ofyour waiver sstem will be: 

1. 	 Instrument by which eligibility for
 
waiver will be decided:
 

2. 	 The total waivers allowed, as a percent 
of all services, will be: % 

3. 	The method used for waiving will be: 

4. 	 Waiver will be valid for: 

5. 	 Waiver will be authorized by: 

6. 	 Waived services will be accounted for by: 
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s{}Step Four 

Estimate Utiflzation andRevenues 

Once you have set your fees, the next step is to estimate utilization and, based on 
utilization, projected revenues. Once revenues have been estimated, you can later 
compare actual revenues with the projected figures to help detennine (1) whether 
you 	have set yoUr fees too high or too low, and (2) whether your waiver/exemp
tion 	system (see Step 4) is working as intended. 

In and of itself, the process of developing utilization and revenue projections pro
vides management with a numl)er of useful tools and skills to improve health 
service delivery and efficiently manage resources. Specifically, you can use the 
process to: 

C 	 enhance your understanding of the dynamics of how your 
facility and how the broader FP service delivery system in your 
area function; 

LI 	 enhance revenue, such as in response to recurrent cost crises; 

L1 	 estimate the amount of "off budget" revenues which may 
become available for buying additional inputs (commodities, 
equipment, staff); 

U 	 plan pricing to encourage demand for a broader method mix; 

D) 	 improve access to services and improve efficiency by, for 
example, identifying seasonal fluctuations in demand and 
scheduling increased outreach efforts by staff during off-peak 
periods; 

0 	 plan for improving the quality of services, e.g., by setting 
targets or milestones for monitoring and evalating the use of 
specific methods or the use of a particular delivery site whose 
use has fallen off; and 

L) 	 plan for improving the quality of services by buying additional 
drugs or other supplies with revenues generated through user 
fees. 
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While there are many methods for estimating use and revenues, the most common 
is to develop a forecas( based on existing data from previous periods of operation. 
In this instance, such data would include any records of all prodLIcts and services 
dispensed by the facility and any fees that were collected. The following w-)rksheet 
presents some dluestions for you to think about before designing an approach 
suitable to your site. 

Considerationg in Designing
Wrksheet 11 Use/Reveaue Esthaks

1. Purpose or intended use: 

How precisc do your projections need to be? 

U Very precise U Somewhat precise [ Very rough 

What are you going to use your projections for? 

For budgeting L) For strategic planning U To estimate addi
tional resources 

2. Availability of data. 

Is the data you need to collect available or easily obtained? 

[ Yes [ No 

Is the data 

U utilization-based (# of client visits per method) or 

[l population-based (# of people or households in area 
and estimated prevalence of contraceptive use)? 

3. Spechid equipment-

Can the estimates be made with 
existing equipmei t (paper and 
pencil, calculator), or [:1 Yes U No 

is a computer necessary? [l Yes L) No 

If a computer is necessary, is 
one available? [ Yes [1:No 
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Considerations inDesigning 
SWorksheet 11 - conL Use/Revenue Estpmate, 

4. Staff skill levels: 

Does your staff have the 
skills io gather and sort the 
data and perforn the 
necessary calculations? Yes No 

If a computer is needed, is 
there someone available to 
run it? l Yes lJ No 

5. Match between level of effort and intended use: 

Are the time and effort 
involved reasonable given 
the intended use of the 
information? [ Yes C No 

Note: An ffortl uhic rquiresseveral i'eeks"of data collection and analysis 
may)' not bejusi/led. 

6. Scope of analysis: 

Will you be making estimates for 

a single facility or 1an entire district 

several facilities 1region 
comprising one 
service network [I1 country 

Estimating Utilization 

The revenue from a particular service is a function of the amount of use of that 
service multiplied by the fee per use, minus any waived or exempted fees. This 
can be expressed in a simple mathematical equation: 

R=u(O-w, 

which means 

Revenues =estimated use * (ft. . per use) - total of waived or unpaid fees 



In other words, the key to being able to estimate reventies is to accurately estimate 
use. If you calculated your estimated revenues from each of your services, you 
would have the total estimated revenues for that particular-period. (To take this a 
step further, if you were then able to estimate your costs for that same period, you 
would know whether to expect a revenue surplus or a shortfall. And this in turn 
would be an important consideration in deciding whether to raise or lower your 
user fees.) 

In any estimating scheme, your starting point would have to be tile previous period; 
that is, the actualube as documented by your records. From the actual use, you 
then project either an increase, a decrease or no change. 

Below we offer a sample worksheet for estimating utilization and revenues for 
condoms;condo s 1Estimating Family Planning 

seet 12 zation and 

A. Valculating total estimated use: Your calculations va mple 

1. # of client visits in previous year: (10,000) 

2. projected increase for coming ycar or: (1,000) 

3. projected decrease for coming year: 

4. total projected use for coming year: (11,000) 

B. Calculating total estimated revenues: 

1. fee per visit: (1franc) 

2. total # for coming year: (11,000) 

3. pre-waiver (projected gross) 
revenue total (#1 x #2): (11,000francs) 

4. % of #2 to be waived: (20%9) 

5. revenue to be waived (%in #2 x #3): (2,200francs) 

6. projected total revenue (#3-#5): (8,800francs) 

* Based on previous year 'slrcentphus/nunisany estimaed increase or decrease. 

Using this worksheet as a model, managers should be able to calculate use and 
revenue estimates for most services offered. For a more elaborate methodology for 
projecting utilization and revenues, see UtilizationandRevenue Projection Tech
niques. 
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Step Five 

Verify Consistency in Steps One Through Four 

You have now defined objectives and goals, set cost recovery objectives, estab
lished prices, developed mechanisms to ensure access to family planning services 
for all men and women, estimated utilization levels, and projected revenues. At this 
point, it is important to confirm that all of these steps are consistent and to evaluate 
the prices set. The prices should be such that, given the estimated level of waivers 
which will be allowed, and given projected utilization, the estimated level of rev
enues will be sufficient to meet yovr cost recovery targets. If these numbers are not 
ali consistent, you need to repeat the process this far and change either (1) targets, 
(2) prices or (3) percentage of fees which will be waived. This is the same kind of 
exercise that you will have to carry out periodically as part of the evaluation and 
monitoring process; by doing it at this point, you will be refining your user fee 
system before getting to the pilot testing stag,.. 

Smmary Worksheet 

Verification of decisions made in Steps One through Four 

We intend to use anyfunds collected to 
1. 

2. 

4. 

Our target cost recovery level is 

L I. No Cost Recovery
 

Li I. Nominal Cost Recovery
 
i 11. Marginal Cost Recovery 

Li IV. Operating Cost Recovery 
Li V. Operating & InfrastructureCost Recovery 

The percent ofrecurrent or operating
 
costs we intend to recover is _ _
 

The pricing method we are using is 

(continuedonfollowingpage) 
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Sn y Worksheet - continued
 

Thefee schedulewill be
 

Services
 

Consultation 

IUD insertion 

Surgical procedure 

Contraception 

Condoms (per ) 

Cycle of oral contraceptives 

IUD 

Injection 

Other 

Other 

Totalprojecteduseforcomingyear 

Pre-waiver(projectedgross) revenue total 

Percentageoffees to be waived 

Projectedtotalrevenue 

These totalprojectedrevenues are 
consistentwitb cost recovery targets 

0] yes L no 

If not repeatwith modificationto 

[] prices C) waiver level or D targets 
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Step Six 

Determine Methods forPayment ofFees 

While certain users will never be able to afford the fees-whatever the cost and 
whatever the payment method you choose-there are other users who may be able 
to pay at certain times but not at others. It is important not to automatically relegate 
these people to the waiver system, to offer them free services. but rather to devise 
ways to allow them to pay when they are able to. This not only captures otherwise 
lost revenUes, but it is more fair to those users who are paying. And it may make it 
possible for you to lower your1'e,.s overall. 

Users who can't pay at certain times-whose incomes are seasonal, who are pres
ently paying off some kind of debt, etc.-could be accommodated through a variety 
of alternatives such as (I) prepayment, (2) deferred payment, (3) installment pay
ment, and (4) third-party payment. 

Prepayment 

Some users may know that while they can afford certain services at the moment, 
they may not be able to afford them later. An example might be a pregnant woman 
who is presently working but will have to quit work when her child is born or a 
farmer vwho just got his semi-annual payment for his harvest. In these cases, you 
would estimate these users' FT needs for the next few months or even for the next 
year, and collect the fees in advance. These payments would be recorded, and 
there would be no additional payment at the actual time the product or service was 
delivered. This would allow you to "blndle" services into a prepaid fee and would 
also serve as an incentive to users to follow through and use the services they have 
already paid for. 

Deferred payment 

A client often needs a service at a time when he or she cannot pay. There is no 
need to waive this user's fees or postpone the service (which might discourage the 
user) if an arrangement can be made to collect the money at a later time. This 
approach works best where small amounts are involved. However, the bookkeep
ing burden involved for small amounts means that this is probably not a cost
effective practice. I)eferred payment should therefore not be encouraged except 
when it is really necessary. 

Installmentpayments 

This is a variation on deferred payments, with the added advantage of making it 
possible for users to have access to certain more costly services (e.g., VSC) they 
might not otherwise consider. As with deferred payment, however, the bookkeep
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ing burden involved for small amounts means that this is probably not a cost
effective practice. This should only be used when it is really necessary. 

Third-party payments 
In many countries, someone other than the client may be able to pay for the ser
vice, such as insurance companies, employers, social security or cooperatives. 

Each of these methods has its advantages and disadvantages, which are given in 
Figure 6 below. In all cases, it is important to remember that the success or failure 
of these approaches will depend on (1) the effectiveness of your bookkeeping 
system and (2) the extent to which your user population is familiar with these 
concepts (i.e., educated by facility or program staff). 

Alternate Payment Methods 

Advantages DLsadvantages 

Prepayment Guarantees user's access for 
an extended period. 

Requires additiowd! 
planning/commitment from 
user. 

Especially useful in areas 
where :-come peaks at Requires minimal additional 
harvest time. paperwork by provider. 

Allows for a set of services to 
be bundled under a single 
prepayment. 

Deferred payment Makes access easier for user. Requires an extra 
bookkeeping entry and 

User may have more method follow-up. 
choices. 

Can be abused, as some users 
who can pay now will choose 
to pay later. 

May discourage those who 
owe from coming back tc 
clinic. 

Installment payments 	 User may be more able to pay Requires multiple 
over a longer period of time, bookkeeping entries and 
thus increasing revenues. follow-up. 

User may be able to afford Has potential to overburden 
more costly services, client and facility with 

excessive debt. 

Third-party payments Increases revenue without Requires extra work to 
adding direct costs to user. locate/arrange third-party 

contribution. 

May require special billing 
procedures. 
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Step Seven 

Manage the Fees Collected 

Once you have set your fees and established a payment system, you are faced with 
the 	issue of how to handle the money that comes in. How to manage-that is, 
how to record, safeguard, and report on-revenue once it is in your hands is critical 
to the long-tern success of your venture. This part of your work has six basic 
given below. 

1. 	 Determining the amount to be collected. 

2. 	 Collecting the appropriate amount. 

3. 	 Recording total charges, any adjustments, and net
 
amounts collected.
 

4. 	 Reconciling the amounts collected. 

5. 	 Depositing fees collected. 

6. 	 Summarizing total amounts collected and preparing
 
management reports.
 

You will perfonn steps 2 through 6 on an ongoing basis as you collect fees. Step 1, 
based on a combinatien of fee schedules and waiver policies, will only have to be 
performed occasionally, as part of the ongoing monitoring and evaluation of your 
UFS. Figures 7-12 below outline the specific procedures to follow when executing 
each step, while the notes following each figure discuss important considerations 
for each step. Sample forns for entering, reconciling and reporting revenues are 
provided in the pocket in the back of this Handbook. 

Task 1: Determiningthe Amount to be Collected 

A. 	 Obtain a completed registration or encounter forn from the user 
which describes the service or services provided. This is usually filled 
out by the provider. 

B. 	 Obtain the current fee schedule. 

C. 	 Find ald record the fee for each service listed on the form. 

D. 	 Total all fees and record on the form. 
E. 	 Determine payment classification of user and calculate amount due: 

1. Full-pay users will owe the amount listed under D above. 
2. Partial-pay users will owe a percentage of D. 
3. Exempt users will owe nothing. 
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NOTES 

Tlhe 	encounter form may not be necessary in those instances where the thcilitv 
offers only one service or charges only one fee regardless of the service provided. 
Note that under C the person who collects the fees (usually tile cashier) will record 
the 	same fee for the same service whether or not the user Will actually be charged 
that 	amount. This will enable yotu to keep track of the percentage of your fees that 
are 	being sLibsidized (waived) or otherwise absorbed by the Facility. 

Task 2: Collecting the Appropiate Amount 

A. 	 Request payment in full for the amount due from the user. 

B. 	 Collect cash from the user. 

C. 	 Record amount received in a daily cash log and, if separate, in
 
the receipt book.
 

D. 	 Give a receipt to the user as proof of payment. 

E. 	 Place cash receiveci in locked cash box or cash drawer. 

NO2TS 

The 	timing of collection may vary; you can either collect fees before the service is 
provided or after. Fees can he collected in advance if the provider has one charge 
for all services. This has the advantage of better control, i.e, users are not provided 
services until they have demonstrated the ability and willingness to pay for them. 
However, collecting fees prior to the visit can sometimes create a bottleneck and 
make patients late for their appointments. 

Fees will nornmally be collected after the visit if different fees are charged for the 
various services and it is not known ahead of time exactly what services the user 
will require. For example, the user may be scheduled for a consultation but during 
the consultation it is determined that a pregnancy test is needed. In that case, the 
user should be charged for the consultation as well as for the lab test. If fees are 
collected after services are provided, controls are needed to ensure that users do 
not leave witlout paying. 

Fees should always be collected in a professional manner. Cashiers should Ie 
considerate but firm in re(uesting payment. Most importantly, the collection policy 
should be applied consistently to all users. 

It is also important that users be informed of the 1otal amount of fees and the 
amount due even if the user is exempt from payment. Experience has shown that if 
users are aware of the "value" of services received, they tend to use the services 
appr)priately. 
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Finally, collection policies and procedures should contain a contingency plan for 
those users who are unable or unwilling to pay for services. As discussed in a prior 
section, it is important that the policies do not deny access to services but that those 
who are able to pay do so. There are several options f)r those cases where users 
are 	either Lnable or unwilling to pay: 

J 	 Users cn be reqLiested to return for services when they have 
the necessary payment. Obviously, this policy is enforceable 
only if the ability/willingness to pay is determined prior to 
services being rendered. Furthermore, managers should be 
careful that such a policy does not deny access to care and 
result in undesirable outcomes. 

L) 	 Users can be billed for services subsequent to the visit. While 
this policy may be a good one, it may not be cost-effective. 
Billing users for services subsequent to the visit requires an 
established accounts receivable system. That is, charges must 
be documented, an invoice must be produced and delivered to 
the user, and f(llow-up on payment muLst be performed until 
the amount is paid in full. Moreover, there is some probability 
that the amount may never be paid. 

Ll 	 Users may be exempted from payment on a case-by-case basis. 
The decision to exempt a user from payment should be made 
by a manager and, moreover, should never be the responsibil
ity of the cashier Individual exemptions from payment should 
be the exception rather than the rule; otherwise, collection 
policies will not be effective over the long term. Exemptions 
were discussed above Linder Step 2. 

Task 3. Recording Total Charges 

A. 	 Record fees collected in a daily log (same as 2C in Figure 6). 

B. 	 Record gross charges and any waived (adjusted) charges in
 
same or separate log.
 

NOTES 

As noted earlier, it is important to keep a record of gross charges and of adjust
ments in order to determine whether your user fee system is really working. If you 
are waiving large percentages of your 7ees, then your fees may be too high. On the 
other hand, if you are waiving almost ao fees, then perhaps your fees are too low. 
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Task 4: Reconciling the Amounts Collected 

A. At the beginning of each day: 

1. Count the amount in the cash box and agree total to the amount 
shown as "beginning cash" from the previous day. 

B. At the end of each day: 

1. 	Count out the beginning cash and set aside. 

2. 	 Separate bills and coins by denomination; count, and record 
amounts on the cash reconciliation forn. 

3. 	 Total the amount on the reconciliation form. 

4. 	 Total the amount of cash collected according to the daily log 
and record on the reconciliation forn. 

5. 	Compare the total from the log to the total cash collected. 

6. 	 If there is a difference: 

a. Re-count cash, including cash onl hand. 

b. Ie-add cash total dzccash collected total. 

c. Match encounterobryisto dat) cash log. 

d. Match receipt book, afseparate,to daili, cash log. 
e.If'thee is still a di/iwenc, recordthis on the cash
 

reconciliation/finn.
 

7. 	 Place cash, excluding cash on hand, in a deposit bag, and
 
place the c;ish on hand back into the cash drawer.
 

Task 5: Depositing Fees Collected 

A. Count the cash and agree to the cash reconciliation sheet. 

B. Complete the deposit slip (with duplicate) in the total amount collected. 

C. Deposit the amount with the appropriate finanicial institution. 

D. Attach a copy of the deposit slip to the cash reconciliation form and file. 

NOTES 

All fees collected should be deposited in total; that is, before any expenditures are 
taken out. Deposits should be made by someone other than the cashier. 
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Task 6 Summarizing andReporting 

A. At the end of each day: 

1. Sum the total fees on all encounter forms and record in the 
daily log. 

2. 	Transfer total charges and collections from the daily log to 
the monthly summaly. 

B. At the end of each month: 

1. SuM daily charges and collections for all days during the month 
and record the total on the monthly summary. 

2. Transfer the monthly totals to the yearly summary. 

C. At the end of each year: 

1. Sum monthly totals for all months during the year and record 
the total on the annual summary. 

NOTES 

The infornation thus summarized should make it clear to nanagenent if the user 
fee collection system is working. Two ratios are commonly used to measure the 
efficiency of the collection system: Gross Collection Percentage and Net Collection 
Percentage. 

Gross Collection Percentage 
is equal to: Cash Collected for ie Montl/Year 

Gross Fees for the Montl/Year 

This ratio measures the amount collected as compared to the gross i'ees charged for 
services. It is thus a function of (1) the facility's collection policy, (2) the facility's 
mix of patients by payment classification, and (3) collection efforts by the cashier. 

Net Collection Percentage 
is equal to: Cash Collected for the Montl/Year 

Gross Fees Less Exempted Fees 

A third ratio will provide management with an indication of whether the UFS is 
achieving its purpose in terms of the percentage of cash being charged (prior to 
waiver adjustments), to determine if this is consistent with the targets which under
lay the wihole u' r fee system. 

Gross Fees Charged (bqliea((/lsttnnts) 
Total Costs 
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gStep Eight
 

Determine What Percent
 
ofFees Will Remain at the Site
 

In deciding whether to charge user fees and what fees to set, it is important to 
know whether the fees collected-in whole or in part-can, in fact, be used at the 
site. In many countries the law requires that fees collected in public facilities be 
passed on to the Ministry of Health or Finance or to the Central Treasty. In this 
regard, you will need to answer at least three basic questions as you start to design 
your system: 

1. 	 Are there laws or regulations controlling the use of fees 
collected at a facility or in a programn such as mine? 

2. 	 Do these laws require that all or just a percentage of fees 
be passed on? 

3. 	 Is there any mechanism whereby I can get back some of these 
fees for use at the service site, once I have passed them on? 

If you are obliged to pass on your fees, you are unlikely to be able to expand or 
improve the quality of services at your facility, and thereby have very little incentive 
for demonstrating the advantages of a UPS to the public. And this, in turn, could 
discourage Utilization. Moreover, though they may be of some benefit at the central 
level, you will in effect become fiscal agents for some other level of bureaucracy, 
taking on an additional administrative burden, complete with additional costs, with 
no benefits to your site. 

There is ample evidence from around the world that collection rates are higher
and services more easily improved-when a high percentage of fees remain at the 
site where they were collected. Users tend to be more willing to pay when they 
know their fees will be used on them, that is, to improve the facility they frequent. 
Moreover, when spending its clients' own money, a clinic is much more likely to 
make decisions responsive to local needs. 

If there are legal reasons why the facility cannot retain fees, there may still be 
acceptable alternatives. In some countries, fees are handed over to a community 
council, which can then allocate those revenues as it chooses. In this instance, site 
managers can argue strongly that revenues collected from family planning services 
should be used to sLIpport the continuance and improvement of such services. As a 
general rle, you can assume that the further away the final resting place of your 
revenues, the less likely you and your program will ever see the revenues again. 
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W"rksbeet 13 Dtsposition ofoRvenues 

Based on your review, the disposition of revenues will be 

___% at the local level (clinic, facility or community) 

% passed on 

100 % Total 

And based on your earlier revenue projections (in Step 4) and the percentage of
 
revenues which will be available to you for local use, this amount will be approxi
mately
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Step Nine 

Plan Priority Activities For 
Which Revenues Will Be Used 

At the beginning of this Handbook, you were asked to list the things that you 
expected to do with any funds generated by the UFS. Now that you have estab
lished prices, estimated utilization levels, and projected revenues, you can make 
soime plans for what those funds will be used for. It is very important to make 
these plans because, as you will have already seen, there will not be any great 
surplus. Only by planning carefully will you be able to accomplish as much as 
possible with those limited funds. 

First, some criteria are needed to compare possible uses of funds. For example, 
possible ways to use projected revenues may include purchasing contraceptives, 
paying a salary, operating a vehicle, buying new clinical equipment, or other needs. 
These can be compared by setting some simple criteria, such as the following: 

UL 	 Will it directly improve the quality of services provided? 

Q 	 Will it directly help guarantee a supply/resupply of contracep
tives or other supplies? 

-1 	 Will it enable an expansion of services? 

U 	 Will it be sustainable by not adding additional recurrent costs? 

To these, other criteria can be identified and added. This is up to you and your co
workers or clients. The next step is to determine how important each of these 
criterion is. Perhaps one or more can be eliminated. 

Now, each individual priority previo!,,sly identified should be assessed against these 
criteria to see whether it "meets the test." A simple way of doing this is to prepare 
an evaluation niatrix. List each criterion against which a priority will be judged 
along the top of the matrix, and list the possible priorities along the left side. For 
each potential priority, determine whether it meets each criterion or not. If yes, 
place a "+" Under that criterion; if not, place a "-" there. By adding up the number 
of "+" or "-" signs for each priority, you will more easily identify the relative impor
tance of each in furthering your overall objectives. 
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MWpr1sheet 14a EvaluationMAatrA 
Example: 

Priority 1 2 3 4 Total"+ 
1+ + ++ 

2 + t....-------_.... +- -++ 2 

3- ++ 
____ _ _ _ _ _ _-__ _ _ 1 

As an alternative, you can choose a scoring system ,ther than "+" ard "-" signs; for 
example, a ten-point scale, under which a score is entered next to each potential 
priority for each criterion (see Worksheet 141)). As yet another variation, those 
criteria which are more important (e.g., resupplying contraceptives) can be given 
extra weight, such that the first criterion carries a weight of 3, the second criterion a 
weight of 2, and the others a weight of 1(see Worksheet 14c). Then when the 
scores are added up, they are multiplied by the weight of each criterion. 

,Worksheet 14b Evaluation Matrt, 

Example. Alternative basedon poinis 

Priority 1 2 3 4 Total 

691 10 26 

2 7 48 3 22 

3 2 8 4 3 17 

4 10 3 2 2 17 
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MWorksheet 14c Eval ionMatrix. 
Examp/e: Alternative based on weighted points 

2 7 21 4 8 8 8 3 3 40 

3 2 6 8 16 4 4 3 3 29 

4 10 30 3 6 2 2 2 2 40 

This should result in a fairly clear picture of the rank order of priorities for which 
;evenues will be used. If the order is still not clear, you can examine pairs of 
potential priorities. For example, the top priority may be clear, but there is a tied 
score for the second and third; simply look at these txvo, and decide which is more 
important to you, and place that one above the other on the priority ranking. 

Next, you need to con;ider how far the expected level of revenues (projected in 
Step 3) will go toward completing these priorities. First, estimate how much it will 
cost to carry out the first priority. If you estimate that there will be resources left 
after this priority has been completed, move on to the second one. Once you have 
confirmed your prioritie-, estimate how much it viii cost to carry out each one 
individually. Use the same time period you used for projecting revenues; if you 
projected revenues for one year, then estimate what each priority would cost for 
one year (e.g., purchase of one year's worth of contraceptives, one year's worth of 
a staff salary, one year's worth of vehicle operation). 
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Marksheet 15 Estimating Costs perxv
 

Total Revenue Available 

Priority Estimated Cost (-) Revenues Available 

Priority Estimated Cost (-) Revenues Available 

Priority Estimated Cost (-) Revenues Available 

Priority- Estimated Cost (-) Revenues Available 

Considering the costs and the criteria which you are using to determine priorities, 
are the priorities that you set before still correct? When you have balanced the costs 
of your priority activities with the amount of revenues projected, this exercise will 
be finished. You can summarize the results below. 

The priorities are: 
1. 

2. 

4. 

5. 
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Step Ten 

Monitor andEvaluate the Performance ofthe UFS 

A user fee system must be continually monitored to ensure that the new fees are 
not discouraging people from using the services. This is done by periodic studies of 
utilization levels and patterns to look for declines in use or other Agnificant changes 
in demand. 

Most FlP programs already have a system in place for recording and reporting levels 
of use, with some detail about method mix. Any such form which provides basic FP 
service statistics can be used. 

The simplest way to determine the impact of introducing user fees is to compare 
levels of use over a given time frame before and after the fee system is instituted. It 
is important to choose a long enough period in order to minimize the effect of 
seasonal fluctuations or some other kind of regular variation in use. If, for example, 
you compare, the mou1th just before fees are introduced to the month just after, it's 
quite likely that this two-month comparison would show a drop in utilization. But 
this doesn't necessarily mean that your fees are too high. One explanation may be 
that this is part of the nornal monthly change or part of a seasonal change. Or it 
may be that people tended to concentrate their use of services in the previous 
month because they knew that new fees were to be introduced. Or, the introduc
tion of fees could have led some people to use s,'rvices elsewhere, if those services 
were an option. In these latter two instances, the drop in use is not necessarily 
pernanent; you would need to observe use levels for several months to see if users 
started to come back, either because they ran out of goods purchased just before 
the change or because they stopped buying services at an alternative facility. In any 
event, it would be premature at this point to assume that there was a problem with 
your UFS. 

The easiest way to determine if fees are really having a negative impact on utiliza
tion is to extend the period of observation, typically by looking at utilization data 
for six months prior to introduction of new fees and for several months after. If 
utilization levels for each of the several months after new fees are introduced fall 
below all of the earlier months (that is, the lowest month before introduction still 
had more users than the highest month after introduction), this would be a stronger 
indication that the fees were having a negative impact on demand and that modifi
cations might be called for. Based on the tolerance levels you choose (see below), 
repeated u'ilization rates below the tolerance level (e.g., for two consecuti ,e 
months) would trigger a revision in the system, unless there is another clear and 
obvious explanation. In any case, it is important to rule out the possibility that 
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these changes in utilization are nornal or seasonal and would therefore be ex
pected even without any user fees. 

Determining Tolerance Levels 

We have repeatedly emphasized that our objective in designing, implementing or 
updating a Family Planning User Fee System is to strengthen the ability to expand 
services. The purpose, therefore, of monitoring user fees is to make sure that those 
fees are not having the opposite effect. There may be some drop in levels of use, 
blut such a drop, if faiirly small, may be "tolerated," that is, acceptable, given the 
overall goal of expanding services. An acceptable drop in use is called a "tolerance 
level." 

It has been suggested elsewhere that a drop in use of 20% woukl be a maximum 
tolerance level. This may he considered acceptable in some cases; if, for example, 
the need for revenues is so great that a program cannot continue without maintain
ing fee levels, or if it is known that this 20% of former users still have access to and 
use services somewhere else. But in most cases in which SEATS provides support, 
20% would be considered too great a drop. 

An easy way to specify the tolerance level is to look at the average (mean) number 
of users for each method in the preceding six months and to set the tolerance level 
at, for example, 90% of this mean. A drop below the tolerance level would then 
trigger a review, which would lead to changes in pricing or in a waiver policy. On 
the other hand, if utilization does not drop to the tolerance level, the next time you 
review and update user fees or your waiver policy, you may not have to be so 
cautious. You will, of course, set your tolerance levels consistent with your goals 
and local circumstances. Worksheet 16 shows mean utilization levels and tolerance 
levels for a typical FP clinic or program. 

Mean Utilization 
Worksheet 16 and Tolerance Level 

A. Average monthly visits for previous six months 

B. Tolerance level % 

C. Expected average utilization levels (,A * ) 
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Next Steps 

Now that you have developed a design for your UFS, yOU will be ready to begin 
your plans for implementation. A number of steps will be involved inthis process. 
Specific steps which will be useful as you plan for implementation are as follows: 

Pilot Tests 

You may wish to test the UFS on a small scale before you introduce it systemwide. 
Such a test will be particularly important if you are going to introduce it on a re
gional or national level. A pilot test should be made for a specific period of time 
(e.g., three or six months), within specific service delivery sites (e.g., all of the sites 
in one town). At the end of the pilot test period, review each step described above 
and make modifications to prices, projections, waivers, fee collection, and priorities, 
as appropriate. 

Systemwide Expansion 

Once dhe system has been tested and revised, as needed, you can plan for
 
systernwide introduction. This will involve:
 

Q 	 Training of personnel: All stal -will have to be informed about 
the new UFS. Those staff directy involved in issuing waivers 
or in collecting and managing fees will have to be trained in 
their responsibilities and procedures. 

U 	 Notifying the public: Announcements should be made well in 
advance of introduction. These notifications should include the 
introduction date, the new fees, and positive information about 
what the fees will be used for. It must be clear that fees will be 
linked to improved quality or availability of services. 

U 	 Setting an introduction late: Set a date which will allow 
enough time to get everybody ready, and which allows enough 
time for planning, training, and informing the public. 

After Implementation 

One point that needs to be emphasized here is that you must review your UFS on a 
regular basis and look at each of the steps described above to revise and improve 
your system. If utilization drops below the tolerance levels, you must repeat the 
steps and reevaluate the pricing structure and the waiver system. If revenues are 
lower than expected, fees, waivers alndL utilization must all he examined. Moderate 
changes in prices and in the number of waivers allowed will be expected, and the 
system should be updated on a regular basis. At all times, you should be thinking of 
improving your UPS, moving the level of cost recovery up to the next level. 
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UTILIZATION PROJECTION TECHNIQUES 

There are a large nmber of projection techniques for forecasting health care utilization. Projections, 
by definition, reciuire using information on past utilization to predict fu1turC utilization. Therefore, to 
make projections, one must have data on past utilization and select and apply a meth-d by which to 
project that past pattern into the future. This undertaking can be a simple process or a fairly complex 
procedure depending upon the amount and types of data available and the numlber and type of 
projection techniques considered. 

Recent data is preferred in making utilization projections. If data is available for only part of a year 
(e.g., a month or a quarter), it needs to be annualized; that is, adjusted to represent a year (by multi
plying by twelve if the data is for one month, by multiplying by four if the data is for one quarter, and 
s) forth). It should he noted, however, that if data is available for the entire year, it should he used, 
rather than relying on an:Lalized .iata for Some ,-horter period of time. Annualizing data always 
makcs the projections less reliable because they do not necessarily contain all of the seasonal fluctua
tions which are likely to occur throughout the course of the year. 

In this paper we have limited the complexity of the process by identifying a limited number of rela
tively simple projection technilueS from which to choose. Ouir rationale fbr adopting this simplifying 
approach is a combination of (1) our general ,;s,-ssment of the selection criteria and (2) recognition 
that our objective in developing this do0,ument is not to present definitive, "state of the art" revenue 
projection techniques but rather to provide a simple, c'Isily understood, cookbook-like approach 
which we believe will be effective a:id useful in helping to acquaint facility-level public health em
ployees in developing ccuntric:; With the aims ai;d methods of utilization and revenue projection 
techniclues. 

The menu of projection techniLues which w, will consider in this paper is: 

1) an assumed constant level of utilization (for example, equal to last year's level of 
utilization) 

2) a specific assumed rate of growth of utilization (for example, eClual to the annual 
population growth rate) 

3) a linear extrapolation of the previous years' utilization levels 

4) an autocorrelation model 

Each of these projection techniouses uss information about past utilization as its basis for forecasting 
future utilization. Each technique assumes a specific relationship between past and future health care 
services use. In any particular instance, one cannot say apriori vith any great degree of certainty

twhich of thes,_2 our techniques is the "best" to use in developing utilization forecasts. It depends on 
data availability, 'hat the analyst thinks is going to happen to utilization in the fuLture-which is a 
guess-and which of four basic technilues most accurately captures the analyst's best-guess about the 
future utilization pattern which is to be forecasted. 
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Obviously, when a person is trying to forecast health services use for the first time, he or she may not 
have any idea or strong feeling about what the relationship between past and fUture utilization may
be. in that event, if health service provision data froml previoLIs years are available, the analyst would 
do well to first analyze them, to attempt to identify patterns whose causes might still prevail. Usually,
reviewing data from the past three to five years wvill provide some insights into what the next year
might bring, providing the analyst with som,._tthing more concrete than a "feeling" of what the trends 
have been. 

But consideration of numbers alone will not necessarily provide the best estimates of what is to come, 
or provide the greatest insights into whether or net tile f1ture relationship between sequential years of 
utilization wvill continue to fa.irly accurately adhere to past service use patterns. Oftentimes, anecdotal 
idiformation albout changes in tlre local helth ca, imarket is also important to take into account: for 
example, (a) rapid growth in the private sector, (b) the construction and opening of a new MO-l 
facility, or (c) continuation of a public healh systelm recurrent cost crisis vhich makes drug and 
medical supplies scarce a1nd discourages utilization. All are falctors which might be expected to affect 
utilization ofta particular facility and which should, theref(Ire, also be taken into consideration. Exactly
how these types of health care Imirket changes might af1ect tile use (of i given facility m:y not he 
difficult to gaug,e qualitatively-it might be easy to figure out if they are likely to increa.se service use 
or recr.:ce it-hut translating such falctors into expected quantitative changes in utilization is not likely 
to be an easy matter. While such changes suggest t( tile forecaster that it is likely that there \ill be 
some deviation in the historical pattern which has traditionally characterized tile relati()nship between 
past and i'Lture utilization, the forecaster is not likely to Ibe able to do any better than simply select a 
projection technique which embodies the anticipated qualitative change; that is, select t technique
which predicts, For example, a slightly lower or higher level of use than \w+ould have been forecasted 
on tile basis of continued reliance on the historical pattern. 

We now turn to : brief description of the four techniques. A numerical example of each of the 
techniques is provided with the intention of demonstrating how each particular"technique embodies 
an assumption-a gLuess-a:tbout the relationship between past utilization an1d forecasted utilization. 
Our aim is to provide some concrete examples to help guide the analyst in identifying the technique
which best represents what is believed (guessed) to be the relationship between past and fut'r'e 
utilization so that the analyst can select that technique which is best. 

Developing the necessaiy (omponents to applying the direct
 
ineth()Od of )roject ing ie\venLes
 

Assumptions 

To minimize any ambiguities ablout tile context and characteristics of the health care syster being
anIalyzed, five assumptions are ui ide which apply to all of revenue projection exercises presented 
below. These inclIde: 
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ASSUMPTION 	 EXPLANATION 

1. User fee policies have been determined. Assumes that fees have been determined and will
 
not change during the time period for which the
 
projections are being made.
 

2. A fee structure is given. 	 AssuLes thalt the policy and legislative arrange
meints to implement or update user fees have been 
set. 

3. A waiver systen is in place. 	 Assumes that guidelines and procedures concerning 
who is to grant waivers, who is to receive waivers, 
and who is to review waivers have been estab
lished. 

4. A fee collection and administration Assumes that t IFS guidelines and procedures have 
system 	is in place. been established and individuals at all appropriate 

facilities have been charged with the responsibili
ties of collecting, depositing, and accounting for 
User fee revellues. 

5. The revenue projections are annual Assumes thai revenues are to be projected for a 
projections. 	 time period of' one year and that the numbers of 

patients and visits are evenly distributed throughout 
the year (i.e., seasonality is not an important 
consideration). 

Forecasting on the basis of a single year's data 

Projecting Utilization 1: Expected Utilization is Assumed to be Equal to Last 
Year's Utilization Level 

The simplest and one of the most common (albeit generally implicit) forecasting techniclues is to 
forecast utilization to be the same next year as it is this year (or, depending upon tile timing of data
availability, the same as it was last yc;:r). This technique reitires veiy little data-one year-and very 

little technical (nmthemaLiti:ll) experise. 

Projecting Itilizatkin 2: A Specific Assumed Rate of Growth of Utilization 

The second utilization projection techni(lue we consider is one in which it is assumed that next year*; 
utilization level will be the result of growth at some specified rate. The assumed rate of growth may 
be derived any number of \vays. (In Some of the techniques discussed below, we will consider 
methods by which we might develop estimates of'growth to incorporate into the projection.) In 
demonstrating this specific technique, however, we consider the simple example in which the pro
jected rate (ofg()wlh is assunied to be given. This would be the case, f rinstance, where heahlt care 
service use is expected to grow at a rate eclualIt ptoplation growth. If, fr example, population 
growth is anticipated to be 2.8 percent next year, then multiplying last year's utilization total by 1.028 
will provide us with o)ur estimlate of next year's utilization. 
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Forecasting on tile basis of several years' data 

Illness and disease are not regularly occurring events. This is what makes thenm so difficu!t to predict. 
In turn, it is this fundamental Unpredictability of illness that makes predicting levels of heahh care 
use-especially for the curaltive care to treat unpredictable illness---difficult. Oftentimes illne,,: and 
health care utilization levels fluctuate markedly, paiiicularly when a relatively small group of peisons 
or a few health care ftcilities are Iheing analyzed. Recognizing the existence of these wide variations 
in utilization from year to year suggests that forecasting next year's ulilizaition rate on the basis of only 
last year's utilizatiom rate may be subject to CO nsidentl-le error. There are several approaches available 
by which to reduce the magnitude of this potential error. One approacI is to use an average of 
several years of uliliztion data rather than a single year as the basis lor making the forecast. This 
requires a slight alteration in our basic model. Thus far we have lVays applied the utilizationl projec
tion Multiplier to the single year of available data, vhich we have thus fr reled to as the actual, 
past utilization (At ). Although tile [most recent atvailable year's data m1' still hI the utilization level to 
which we apply the utilization projection i;fultiplier, this may not be the case When we are dealing 
with multiple years of data and different projection teclmiques. Accommodating this change in the 
basic model, however, is relatively easy; we simply substitute the more general concept of base period 
utilization (13Pr, where 131)t = [n/sigma/i= I Au/n) fOr actual, past utilization (Ad.). The rest of the basic 
model remains exactly the same. 

Developing estimates of growth 

Estimates of utilization growth may be developed several different ways. They might, for example, be 
derived from analyzing past grovth rates and expecting (and therefore assuming) that the growth rate 
over tihe last two years for which there is available data will continue throughout next year. In this 
case, we simply derive the growth rlate which existed between the two periods in question ind apply 
it to the last available year ofd(data to develop our forecast. Computationally, the procedure followed 
is veiy similar to that of the preceding technique, except that here rather than being given a growth 
rate, we compute the most recent actual growth rate and incorporate it into the analysis. 

(1) (YEAR2/YEAR1) = X 

(2) (YEAR 2) * (X) = (FORECAST FOR YEAR 3) 

For example, if in YEAR 1 there were 2,789 consultations and in YEAR 2 there were 2,892, then our 

forecast for YEAR 3 would be: 

(1) (2,892 /2,789) = 1.037 

(2) (2,892) * (1.037) = 2,999 

If more than two years of annual utilization data ae available, we can extend the annual RATES of 
change analysis just presented to compute an average of annual rates of change over tie multiple-year 
period, or, alternatively, we can compute the annual LEVELS of change and calculate the average of 
these amounts over the same multiple-year period. Two specific examples are presented in Exhibits 1 
and 2. 
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Using tile computed average changes ill utilization to forecast utilization: 
linear extrapo)lation and autocorrelation ',,chniques 

These two different types of average changes can be used to deVelop forecasts based on either of two 
techniClues, linear extrapolation or :autocorrelation, depending upon the assLumption one makes about 
what is the appropriate base to) which the average change shoul be applied. If it is issumed that the 
general utilization throughouLt tile entire study period is tl) be regarded as the norll (i.e., what is to be 
expected on average) and all obsCvCd levels of LtiliZation are equally plausible (as is most reasonable 
to assume \vhen a flcility has reached i relatively stable level of long-term scrvice provision), then the 
technilue of linear extrapolation is tile most appropriate. In this instance, tile mean of the annual 
ulilization level of all )f' tle years in the study period seives as the base period utilization (13P.) 
estimate to which either the irean level of change or th me-ian rate of change is tile utilizatioll projec
tion multiplier and is applied to generliate tile forecast. 

In contrast, if during the study period, the facility's service provision record has been one of steady 
growth or one which changes over time relatively slowly (though annual fluctuations around the 
longer term ti end may be iLuch more marked), then tile autocorrelation technilue is the more appro
priate one to use. Adoption of' the alUocorrelation technique entails making the asSLnption that rather 
than considering ill of the years in the entire study period as being of equal importance in helping to 
explain the to-be-forecasted level of utilization, we consider tile most recent year's record as the most 
important. This., in this case, rather than using the average (or mean) level of utilization throughout 
the base period, the lost recent year's data scleves as the base utilization estimate to which either the 
mean level of change or the mean rate of change is applied to generate the forecast. 

In Using either of these techniques-linear extrapolation or autocorrelation-we are still left with
 
'
deciding which of ,he two measuiC of average change seems most appropriate to apply in a palicu

lar situation: tile average ano.lnt or the average rate of change. Generally, this determination is made 
by simply looking at the differences in the year-by-year changes within each individual measure. The 
one which is most consistent is generally the preferred technilue. For instance, if the annual level of 
change is very consistent while the annual rate of change fluctluates substantially, as in the case of the 
facility whose utilization data is presented in Exhibit 1, one could conclude that the historical pattern 
over time more closely approximated an arithmetic function and that the average :mount of change 
would, therlfore?, be tile better predictor. If, on tile other hand, tile alount of change has varied 
significantly over thx. base period, while tile amloLlunlt of change has remained very nearly constant-as 
in the example contained in Exhibit 2-the geometric measure or average rate of change is the pre
ferred technilue. 
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EXHIBIT 1
 

ABSOLUTE PERCENT 
ACTUAL UTILIZATION CHANGE PROPORTIONATE CHANGE CHANGE 

YEAR 1 3,039 consUltations 
* + 122; (122 / 3,039) = 0.0401 4.0 

YEAR 2 3,161 consultations 
> + 120; (120 / 3,161) = 0.0380 3.8 

YEAR 3 3,281 consultations 
> + 119; (119 / 3,281) = 0.0363 3.6 

YEAR 4 3,400 consultations 
> + 124; (124 / 3,400) = 0.0365 3.6 

YEAR 5 3,524 conSUltations 
> + 119; (119 / 3,524) = 0.0338 3.4YEAR 6 3,643 consultations 

> + 121; (121 / 3,643) = 0.0332 3.3 
YEAR 7 3,764 consultations 

> + 118; (118 / 3,882) = 0.0304 3.0 
YEAR 8 3,882 consultations 

> + 122; (122 / 4,004) = 0.0305 3.1 
YEAR 9 4,004 consultations 

> + 123; (123 / 4,127) = 0.0298 3.0 
YEAR 10 4,127 consultations 

MEAN 3,583 CONSULTATIONS/YEAR 

1. AVERAGE LEVEL OF CHANGE (ARITHMETIC CHANGE)-AVERAGE OF ANNUAL 

ABSOLUTE CHANGES: 

1(122+120+119+124+ 119+121+118+122+123)/9)
 

= (1,088/9)=121;(121/3,583)=3.38 PERCENT 

2. AVERAGE RATE OF CHANGE (GEOMETRIC CHANGE)-AVERAGE OF ANNUAL 

PERCENTAGE CHANGES: 

((4.0+3.8+3.6+3.6+3.4+3.3+3.0+3.1+3.0) / 9) 

= (30.8 / 9) = 3.42 PERCENT 

http:1,088/9)=121;(121/3,583)=3.38


EXHIBIT 2
 

LEVEL OF CHANGE: RATE OF CHANGE: 
ANNUAL ANNUAL
 

ABSOLUTE PERCENT 
ACTUAL UTILIZATION CHANGE PROPORTIONATE CHANGE CHANGE 

YEAR 1 2,464 consultations 
> + 84; (84 / 2,464) = 0.0329 3.4 

YEAR 2 2,548 consultations 
> 4 85; (85 / 2,548) = 0.0334 3.3 

YEAR 3 2,633 consultations 
* + 87; (87 / 2,633) = 0.0330 3.3 

YEAR 4 2,720 consultations 
> + 92; (92 / 2,720) 0.034 3.4 

YEAR 5 2,812 consultations 
> + 95; (95 / 2,8i2) = 0.0338 3.4 

YEAR 6 2,907 consultations 
> + 96; (96 / 2,907) = 0.0330 3.3 

YEAR 7 3,003 consultations 
> + 103; (103 / 3,003) = 0.0343 3.4 

YEAR 8 3,106 consultations 
> + 107; (107 / 3,106) = 0.0334 3.3 

YEAR 9 3,210 consultations 
> + 110; (110 / 3,210) = 0.0343 3.3 

YEAR 10 3,320 consultations 

MEAN 2,872 CONSULTATIONS/YEAR 

1. AVERAGE LEVEL OF CHANGE (ARITHMETIC CHANGE)-AVERAGE OF 
ANNUAL ABSOLUTE CHANGES: 

((84+85+87+92+95+96+103+107+110)/91 

= (859 / 9) = 95 ; 95/3,320 = 2.86 PERCENT 

2. AVERAGE RATE OF CHANGE (GEOMETRIC CHANGE)-AVERAGE OF 

ANNUAL PERCENTAGE CHANGES: 

((3.4+3.3+3.3+3.4+3.4+3.3+3.4+3.3+3.3) / 9) 

= (30.1 / 9) = 3.3 PERCENT 
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.REVENUE PROJECTION TECHNIQUES 

-.critical part of the process of projecting revenues is to integrate this activity into the regular planning
and evaluation cycle. A single point estimaje of the future availability of revenues will be the most 
immediately important output of this exercise. But, from a longer term, managerial skill-enhancing, 
institution-building perspective, what will be more important will be the use of the initial projections 
to (1) review the performance of the facility (or system) to attempt to explain why the revenue predic
tions did not coincide with actual experiences and (2) incorporate this information into the develop
ment of the new projections. It is this latter activity (as will be exemplified below) that can help 
managers to identify which of the assumptions made in the projections (such as utilization levels, or 
number of patients receiving waivers) were fairly accurate and which deviated substantially from the 
subsequent reality, by how much and why. For example, has utilization of certain services dramati
cally dropped? Or, is the percentage of patients receiving waiver:; significantly different from what was 
expected? Were waiver criteria documented which reveal the reason for this discrepancy? If such 
data are not maintained, wide variation in expected and actual waivers--especially if persistently 
experienced-suggest that perhaps waiver criteria data should be developed and maintained. 

The review of differences in projected versus actual measures, the development of hypothetical 
explanations of the discrepancics, and the examination and testing of those hypotheses provide an 
important, systematic approach for the manager to first assess his or her knowledge and understand
ing of the functioning of the facility (or system), and then in each subsequent iteration of the project
ing, reviewing and adjusting process, to improve the level of his or her knowledge and understanding 
as h- or she seeks to reduce the variation in predicted and actual values of the various components of 
the revenue projection model, by, for example, adjusting prices, reviewing the waiver system, initiat
ing other activities to make services more accessible, and so forth. 

The most simple form of our basic model may be N'itten mathematically as: 

R = F * Pt, where: 

R is projected revenues 
F is the fee charged for health care services (we assume there 

is only a single fee) 
P, is projected utilization 

and, Pl,= Al *M, where 

PtJ is the projected utilization
 
AU is actual, past utilization
 
M 	 is the total utilization projection multiplier (the precise value of M 

depends upon the particular type of utilization projection technique 
being used; i.e., linear extrapolation of autocorrelation techniques) 

or, substituting: R = F*(Al *M) 

If the UFS has a waiver system, we can easily incorporate it into our basic model by subtracting the 
expected number of waivers from projected utilization and multiplying this difference by the fee. 
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This gives us: 

R = F* P, - P,.), where: 

R is projected revenue 
F is the fee charged 
P,, is projected utilization 

P11.. is the projected number of waivers 

and P,,, =A *MU, where: 

At is the actual, past number of fee-exempt services used/provided
 

M1.. is the fee-exempt services projection multiplier
 

substituting: R = F* (A,, M) *Mt.)}I* - (Ait 

This specification of the equation makes no assumptions about the relative magnitudes of the projec
tion multipliers. If it is reasonable to assume that the proportion of total Utilization for which waivers 
will be granted will remain constant (or that there is no compelling reason to believe that the propor
tion will change appreciably), then: 

MIT = M,. 

and we can write: R= F *{(A,-A) *A1 

Incorporating fee-exempt services into the basic model: Explicitly adding the use of fee-exempt (i.e., 
free) services into the equation gives us: 

R = F*(P,-P..- P),and 

P'v = Ax *M, where: 

Ax is the actual, past number of fee-exempt services used/provided 

substituting: 

R = F *(A,, *M,,)- (A, *Ml) - (Ax *M,)I 

This specification of the equation makes no assumptions about the relative magnitudes of the projec
tion multipliers. If it is reasonable to assume that the proportion of total utilization for which waivers 
will be gnnted and the proportion of total utilization which will consist of fee-exempt services will 
remain constant (or that there is no compelling reason to believe that their proportions will change 
appreciably), then: 

M,,=A1,. 

and we can write: R=F*{(A1- -. x)*M 

9 



Therefore, if it is assumed that the three utilization projection multipliers are equal, the most genleral 

form of the basic model may be written as: 

R = FA *MAM,where: 

Az is past, actual paid utilization, which, depending upon the specifica
of the equation, is equal to either: 

tion 

(1) past, actual utilization inciuding waived services (A,), or 

(2) past, actual utilization minus the past, actual number of waivers (A., - A,), or 

(3) past, actual utilization minus the past, actual number of waivers mi
actual number of fee-exempt services used (A, - A,. - A.) 

nus the past, 

and, since Az *M =P.: 

R = F * Pz 
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Worksheet 1 Objectives and Goals-

Our overall 
objective is: 

We intend to 
use anyfunds 

collectedto: 1. 

2. 

4. 



SWorksheet 2 Selectinga CostRecover L 

".)ost oRc No 

LII. No Cost Recovery
 

[2l H. Nominal, Cost Recovery
 

Ill. Marginal Cost Recovery 

IV. Operating Cost Recovery 

[L V. Operating & Infrastructure Cost Recovery 

Advantages: 1. 

2. 

3. 

4.
 

5.
 

Disadvantages: 1. 

2.
 

.3.
 

4
 

5.
 



Worksheet 3 PaymeW.Srw
 

I l Out-of-Pocket 

Description 

[2 Bundled Fees 

Description 

[2 Registration or Fee cards 

Description 

NOTES
 



Srksheet 4 Looking at the Marker 

Service/product. 

1. Is this product/service offlered elsewhiere? Yes [ No 

If no, market in/brmalionis, f'conne, not appropriate. 

Ifyes, continueto 2. 

2. Is the product/service truly the same (same 
quality product, same level of service)? [ Yes [ No 

Ifyes, continue to .3. 

3. Where is it offered? 

4. What is the cost? 

NOTES
 



Calculating the Fee
Worksheet 5 	 Based on Ma 1 *e Pric 

A. 	 F11 produIct/service to be offered_ 

Where is similar 
product offered? Location Price 

B. 	 Average current market price of this
 
FP product/service (add up all of the prices
 
and divide by tile num.ber of prices obtained)
 

C. 	 Adjustment flctor (percenty'ou wish to chaige
 
above or below the inarket price)
 

D. 	 Price of FT product/service to be offered_ 
(Mt/tipv'13x C) 

NOTES 



Calculating the Fee 
Worksheet 6 Based on User'sAbil4,yto a 

A. Per capita (or per household) income 

B. Percent spent on health care 

C. Percent spent on ftmily planning 

D. Amount to be expended on FP per year 

E. Anticipated nunber of visits/services per year 

F. Anticipated Units ol product to bGe used per year 

1 2 x 3 = 4 
Estimated Price per Charges pr 

Service or Prduct units/year unit ye"r , 

G. Total units/year 
Should cotmesponl to totaloJitem (E) + item (F) 

H. Total Charges* 
Should correpondto item (D) 

I]" l is suhstallially',gaterthan D, thenI todipj'yourpricesuntil F = D. 



Calculating the Fee Based on
,Worksheet 7 Nominal Cost Recovery (Level H). 

1. Bulk cost of product to facility 

2. Cost per unit 

3. Percent of (2) to be charged user 

4. Price to user 

Calculating Fees Based onWorksheet 8 Marginal Cost Recovery (Level 111) 

1. Bulk cost of product to facility 

2. Cost per unit 

3. Price to user 

Calculating Fees Based on
Worksheet 8a MarinalCost Recovery (Level 11I) 

An alternative example 

1. lotal cost of salaries to facility 

2. Percent of salairy costs to be
 
recovered as marginal costs
 

3. Total amiount to be recovered 

4. Total patient visits per year 

5. Price to user 



Calculating Fees Based on 

SWorks beet 9 Operating Cost iecovery (Level D9) 

1. 	 Annual operating costs of facility
 

contraceptives
 

rent
 

salaries
 

supplies 

ui lities 

repairs 

other 

Total 

2. 	 Annual number of services
 
provided or clients served
 

3. 	 Operating cost per unit [(2) divided by (1)] 

4. 	 Average price to user a1s amount in (3CI _______ill_()] 

5. 	 Price [amouni in (4)] to be distributed as 

Price per visit 

Price for a year's worth of contraceptives 

Total Price [sameas amount in (3)] 



5W rksheet 10 Summary ofPricing andFee Stct
 

1. 	 Pricing method used 

2. 	 Cost recovery level expected 

Including 	what % of contraceptive costs 

Including what % of rtcurrent costs 

3. 	 The tentative fee schedule will be 

Service-

Consultation 

IUD insertion 

Surgical procedure 

Contraception 

Condoms (per ____) 

Cy, . of oral contraceptives 

IUD 

Injection 

Other 

Other 



Considerations in Designing,.,.orksheet 11 Use/Revenue Est" 

1. Purpose or intended use: 

How precise do your projections need to be? 

L) Very precise U Somewhat precise [) Very rough 

What are you going to use your projections for? 

[ For budgeting L] For strategic planning [ To estimate addi
tional resources 

2. Availability of data: 

Is the data you need to collect available or easily obtained? 

Lk Yes [ No 

Is the data 

[l utilization-based (# of client visits per method) or 

[l population-based (# of people or households in area 
and estimated prevalence of contraceptive use)? 

3. Special equipment: 

Can the estimates be made with 
existing equipment (paper and 
pencil, calculator), or [ Yes [ No 

is a computer necessary? [ Yes [ No 

If a computer is necessary, is 
one available? Q Yes L No 



Worksheet 11 - cont. 
Considerations in Designing 

Use/Revenue Estimatem 

4. Staff skill levels: 

Does your staff have the 
skills to gather and sort the 
data and perform the 
necessary calculations? [ Yes [ No 
If a computer is needed, is 
there someone available to 
run it? I Yes I No 

5. Match between level of effort and intended use: 

Are the time and effort 
involved reasonable given 
the intended use of the 
information? [ Yes U No 

6. Scope of analysis: 

Will you be making estimates for 

a single facility or an entire district 

[ several facilities [ region 
comprising one 
service network country 



Estimating Family Planning
Works beet 12 tiization andReve w 

A. Calculating Zoral estimated use: 
1. # of client visits in previous year: 

2. projected increase for coming year or: 

3. projected decrease for coming year: 

4. total proje .ted use for corning year: 

B. Calculating total estimated revenues: 

1. fee per visit: 

2. total # for coming year: 

3. pre-waiver (projected gross)
 
revenue total (#1 
x #2): 

4. % of #2 to be waived: 

5. revenue to be waived (%in #2 x #3): 

6. projected total revenue (#3-#5): 

JMorksbhet 13 isposition ofRevenues-

Based on your review, the disposition of revenues will be 

% at the i-cal level (clinic, facility or community) 

% passed on 

100 % Total 



.,,sheet 14aEvlainM4 

.2 

3 
4I 

1prsheet 14b Evaluton.Mqt 
Alternative basedonpoi;ts 

Proiy1 

2 

4 

2 3 4 Total 

NOTES 



Worksheet 14c Evaluation Matr, 
Alternative based on j 'eigbtedpoints 

1 l 2 3 4 Total 

pririt pontsweihoins eig- pins wia- ponsweigh- weighted 

2 

3 

4 

Workesheet 15 Estimating Costs perPriority 

Total Revenue Available ___ 

Priority Estimated Cost Revenues Available 

Prioritys EstimEatetCost Revenues Available 

Priority Estimated Cost (-) Revenues Available 

Prioity Estimated Cost (-) Revenues Available 

Mean Utilization 
WQrkshcet 16 and Tolerance Lome4, 

A. Average monthly visits for previous six months 

B. Iolerance level % 

C. Expected average utilization levels (A *13) 



$ my Worksheet 

Verificationofdecisionsmade in Steps One throughFour 

We intendto use anyfunds collected to 
1. 

2. 

4. 

Ourtargetcost recovery level is 

[I I. No Cost Recovery 

II. Nominal Cost Recovery 
I] Il. Marginal Cost Recovery 

IV. Operating Cost Recovery 
{II V. Operating & Infrastructure Cost Recovery 

Thepercent of recurrentoroperating 
costs we intend to recoveris % 

The pricingmethod we areusing is 

(confimwd on fdllou'ingpae) 

NOTES 



Summaty Worksheet - continued 

Thefee schedulewill be
 

Services
 

Consultation 

IUD insertion 

Surgical procedure 

Contraception 

Condoms (per -) 

Cycle of oral contraceptives 

IUD 

Injection 

Other 

Other 

Totalprojectedusefor comingyear 

Pre-waiver(projectedgross) revenue total 

Percentageoffees to be waived 

Projectedtotalrevenue 

These totalprojectedrevenuesare
 
consistentwith cost recovery targets
 

[) yes L) no 

If no repeatwith modificationto 

El prices [ waiver level or El targets 



1. Address of user: 

2. Apparent health of user: l good ffair poor 

3. Marital status: [ 	 Umarried unmarried 

4. Occupation: 

5. Occupation of spOuSe: 

6. EdIIcation level: L no formal education [L post secondary 
LI primary school only [ college graduate
U some secondary school 

7. Education level of spouse: U no fornal education L post secondary 
[L 	 primary school only l college graduate 
L some secondary school 

8. Employer of user and user's spouse: 

9. Name/address of closest relative: 

(contintuedoi fillou'ing age) 



10. Name/address of" community leader: 

11. Number of children: 

12. Ages of children: 

13. Number of, children in school: 

14. Ilow did the user get to the facility? [ in own car in relative's car 
by taxi on foot 

15. Does the user smoke? [ Yes L) No 

16. Is the user wearing shoes? 1I Yes U No 

17. What is the physical appearance of the 
person/any accompanying children? 

18. Number of outpatient visits in the last 6 months: 

19. Number of days in hospital in last 6 months: 


