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Background

In developing countries all around the world, family planning (P} programs are
increasingly relyving on user fee systems o recover puldic-sector health care costs,
Many countries—particularly those which gained independence within the Tast 30
vears—optimistically included universally free health services in their constitutions.
Family planning services in particulai have long been given aspecial focus and
have been made widely available ac linde or no charge. However, in response 1o
substantial cconomic problems and the persistent undedinancing of public health,
most of these countries have recently revised their approach: they have beaun
charging fees for public hee'thy services provided.  In fact. it has been estimaed that
about 1™ of all family planning costs in developing countries are now covered by

USCT 1es

Even as aser fee systems (UFSs) are becoming ever more widcly adopted. there is
continuing controversy about the effect of these fees on the wtilization of FP ser-
vices. Indeed, user fees have been discussed 1o such an extent over the past two
decades thae by now virntually every decision-maker or line manager in health
services in developing countries is familiar with the termis and basic conceepts in-
volved. What is often lacking is a clarilication of these coneepts and systeniatic
iformation on how 1o design and implement user fees in FP services. 1 is for these
reasons that the SEATS project developed Designing a Family Plenning 1 ser lee
Systen: A i book for Progran Meanagers,

Whenever we consider implementing or expanding @ user fee system (UES) in a
particular FP facility or program, there are two fundamental points that should be
kept in mind:

U The objective is to maximize access to and use of high
quality FP services.

When introducing or updating UFSs, the objective is 1rof cost
recovery per se but rather higher caality services available o
more people at prices they can aflord,

O Designing, implementing or updatinig 2 UFS need not |
complicated undertaking.

Simple systems can be used for setting prices, forecasting costs
and revenues, monitoring utilization, managing revenues wand
determining the best use of those revenues. Morcover, pro-
gram managers will find that @ user fee system becomes a
routine part of sound program management.
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If designed and implemented properly, auser fee system can inerease the availabil-
ity of FP and improve its quality, that is, make more services available to more
people. Just as important, o system canhelp increase utilization as nsers come (o
value the improved quality and availability of products and services oftered.

The Need for Family Planning User Fees

Unfortunately, the current fevels of support available to family planning in develop-
ing countrices are not suflicient to allow programs to expund—or even be sus-
tined—in the long werm. There s litde doubt thar without additional FI? financial
resources (from sovernments, donors, and users), it would be impossible 1o achieve
sustainable increases in the use of FP services,

The population of the developing world. excluding China, now stands at over three
billion.  Of this population there are perhaps 180 million women of reprocductive
age. To achieve o desired level of population stability over the nest two to three
decades, contraceptive prevadence (CPy levels need 1o reach approximately 65%,
This means that services have to reach roughly 312 million women a yvesr, a num-
ber that increases with cach passing vear. So far; among the world's T or so
developing countries, only China and Thailand have succeeded in attaining this
level of CP.

Funds Needed

It is possible to develop a rough estimate of the funds needed 1o achieve 65% CP in
the developing world (excluding Chin). An illustrative one-year cost would be:

Cost of providing coverage for one
woman for one year

115520.00

Numbei of women to be reached
with products and services

312 million

11SS6.2:1 hillion

Total cost to achieve 65% coverage

Estimates of current levels of spending range from USS2.2 billion to US$-1.5 billion,
with donor assistanice accounting for USS360 million of this total.*! For the year
2000, some annual cost estimates are as high as USST1.5 billion*—-several hillion
dollars over the combined level of funding for FP services currently available from



international donors and governments in developing countries. Appendix 1 pro-
vides more detail on projections of costs o FP serviees,

Since governmenis” and donors” budgets e already stretehed o the maximun,
meceting these costs will require informed planning. This multibillion dollar shortfall
will have 1o be met from some combination of donor support. developing country
government budgets, and various forms of direct or indirect consumer paviments,
Additional funds from user fees. which, as was staed cadier, make up perhaps 10-
700 of the current costs, will undoubtediy play o continued and increasing role in
helping pay for service expansion and improvement,

Considered from another perspective, it 1070 of the costs of an FP program can be
recovered through user fees, the progrim can self-finance @ 107w expansion of
as oceurs ina number of pro-

services, 1 100" of the costs can be recovered
arams in ceuntries around the world—then there e no financial Timits 1o FPoser-
vice expansion. While these illustrations are simplificd. they show how important
user fees are to the future of FPoprograms, As will be seen in the discussion below,
our user fee approach is to alwavs balance the importance of applving solid
management echniques with the need for expanding the delivery of high-quality

sServices.

Commaodity Sustainability

There is vet another issue, commodity sustainability, that makes the financing of FP
amore immediae concern. More and more, donors are including provisions in
their aid packages for commodity self-sufticieney. In some countries donors require
recipients 1o kv out a schedule for phasing out donations of commaditios. Excerpts
from a recent document reviewing donor policy in one Alrican country show how
important the ability to pay for FP is:

L contraceptive self-relicnce st be aninstititionalized
long-term priovity of the (government) ... it is developmentally
retrogressive for the (gorernment s to depeiid on donors for
provision of a commaodity of such critical importance”

In the coming decades, on boih a local and a global level, user fees will prove 1o be
a determining factor in whether FP services can expand 1o meet the needs of
women and thus make possible the sustainable cconomic development of develop-
ing nations.
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Issues Surrounding
Family Planning User Fees

Outcome orientation versus process orienlalion

The decision o implement or update o UFS has frequently been viewed as o rela-
tively suredire, short-run response to urgent financial needs. This is the wpical
“outcome oriciiation,” which focuses heavilv on macrocconomic considerations.
However it is important to recognize that the motivation for adopting a UFS should
be more long-term. Especially in light of trends oward decentralizaion, planners
and managers must be fully aware of the broader implications of a UFS, The
process of implementing or updating @ UFS may entail substantial changes in the
traditional mode of operations-——w ell hevond the more immediately obvious and
aratifving revenues which such e system may generate. It is therefore important 1o
approach the implementation or revision of a UES with o process orientation.”

“Process” issues lo be addressed

“Process” issues center around how best o design, implement. and or revise a UFS
so that it contributes 1o the overall viability and effectiveness of FPoservices, These
issucs can be expressed inaseries of questions:

How are FPouser fee policies defined?

What are appropriate and equitable pricing structures?

W hat total fevel of revennes can be expected from user fees?

L L L L

Where and by whom are fees 1o be collected, deposited and

accounted tor?

4 What percent of fees will remiain e the facility level or local
level and what percent will be sent to the regional office,
central office, and 1o the Central Treasury?

' Are there restrictions on how thie revenues can e used?

Jd How is aceess 1o FPoservices 1o be ensured for all women and
men?

< For what priority activities will revenues from user fees be used
(e.g.. replacing commodities, establishing new service sites,
upgrading equipment. paving salaries )y

J  How will these priorities e identificd?

< What criteria will be used o establish priorities, and how will

the criteria be developed?



< How will the performance of the UFS be monitored and evalu-
ated?

< Howoand with whar frequency, will the policies and adminis-
tration of the UES he revised, for example, 1o ke mto account
infltion or increases in the prices of commaodities?

How these questions are ansswered will determine the altimate suceess of a UFS in
terms ol its ability 1o help finance the expanded availability and use ol services,

All of these issues must be addressed in the desige and implementation of an
effective UES And program managers should maintain ihis “process” orientation o
cnsure that they focus onimproving the overall availabiling. qualine and ailization of
services. A e same time, this process orientation will also serve as avehicle for
improving ninagement skills and techniques and the overall efficienes of service
delivery, These improvements can have an important impact on arange of relaed
characteristios of the FPsemviee delivery svaenm. including:

< Availability of P services tquantity, method, ¢te);
0 ACCeSS 1O Services:

J  Actual utilization of services:

J Quality of services:

J  Credibilite of the specific facilite and, by extension, of the FP
service delivery svstenn in general: and

< Financial viabiliy of the specific taciline and of the overall
service delivery svsten.
Figure I depicts the relationship between kev user fee issues and various dimen-
sions of their potential impaet on FP programs. These dimensions constitute useful
criteria by which to assess the performance and imapact of a0 UFS and. as such,
provide imporant input into the design and fine twuning of FP service delivery
policies. in general. and FPouser fee policies, in particular,
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UFS

Fallacies of User Fees

Considerable controversy surrounds FPouser fees, This is in large pant due to the
fact that so much discussion has gone into debating whether fees are appropriate,
and so itde effort has gone into txing steps toward implementing them in ways
that protect utiliztion levels. To address the concerns of those with doubts, we can
consider extreme examples that highiight the natdre of user fees. Where these
coneerns are based on mistaken assumptions, we need o do away with those
assumptions. Where there are genuine resernvations, we must address them by
designing a UFS in such aoway that potential problems are avoided.

The fallacy of 'free” services

Even when FP services are provided “free.” the consumer incurs some cost—often a
significant one--to obtiin those services, These are mainly indirect costs arising
from transportation and the tme invested in tavelling 1o o sevice delivery site and
waiting for services. These are known as “opportunity costs.” The factis that there
is 1o such thing as totadly “frec” services. When there is afee, the ol cost, includ-
ing user fees, transportation and opportunity cost, niay be Tess than the total cost of
“frece” services if these “free” services involve more transportation and opportunity
costs, The demand tor FI is o function of all of these costs of access and usage.”
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The fallacy of user fees as inbibitors of demand

One often hears the argument from line personnel as well as from planners and
decision-makers that user fees have the effect of fimiting demand. As o result, they
are reluctant o implement UESs. They fear that the intoduction of fees tor any
increase in cost to the consuner) will Jeave some people Jess willing 1o use services
and others unable o obtain commaodities and services atall. Sinee plinners and
decision-makers realize quite correctly that FP scivices are highly desirable for the
health and cconomic good of sodicety, they conclude that services should be miade
universally available free of charge. These concerns must be tiken into account
when designing o UFS. The system should be designed insuch away that people
are rore willing 1o use services thecause of higher quality, improved convenience,
or higher perceived vaduer and that more: people have aceess o services tthrough
subsidization of some services, for examplen,

But underlyving these concerns s asignificant assumption that should be addressed:
the demand for FP s highly sensitive to both income and prices. To horrow i term
frony the cconomists, P planners are assuming that there is a high price clasticity of
demand and that there is a high income clasticity of demaned. Stadies of health
service utilization in some countries have shown that there were significant dre s in
utilization when prices were incrcased. Studies from other countries have shown
that utilization rose when prices were increased and quality improvements nude,
Indeed. empirical evidence from many corntries shows thar demand for family
planning scrvices is reluively price inelastic. "That is. moderate changes in price
tend not to resultin changes in wilizatgon, Stadies in Thailand, Jamiaica. Colom-
bia. - and Sri Lanlae have shown that long-term demand did not change afier
modest price increases were introduced. Additional stadies in Colombia, -~ Egypt.
and Korea have shown that when similar, known facilities provided cither moder-
ately priced or free contraception. demand tended 1o remain about the same, Fur-
thermore, it appers that when prices are set oo o consumer confidence in the
murket for FPis undermined. Indirect narketing evidencee from Egypt and India-
and post-price-rise increases in demand in famaica and Sri Lankas support the
supposition that o “too low™ price will inhibit denund. Apparenthy, consumers of
FP services conclude that the reason services are offered for free is that they are not
worth much. Henee, severely underpricing in an atempt to imake FPaffordable o
all can have adverse consequences.,

IUhas been suggested that most tvpes of health care that are publicly: provided in
developing countries wre rekuively income inclastic. As - resalt, both rich and poor
purchase similar quantities—albeit in substantially different qualities—ol health
care.s The narower categorization of Lunily planning might, however, lead 1o a
different conclusion. Because family planning is considered by some o be a luxury
and or unnecessary purchase tgiven very limited houschold budgeetsy, the income
clasticity may actually be quite high- —especially in comparison o the income
elasticity of health care as a whole.-
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The demand for FP appears 1o vary greathy from one locale and culture to another.,
Yet, once adequate information and education about means for limiting Family size,
improving maternal, infant, and child health, as well as improving the quality of life,
become available, FP becomes o desived cconomic gcood. With FPinformation and
appropriate and cquitable pricing. the demand for FP becomes more inelastic,
despite geographic location,

In summiuy, the fear that user fees will necessarily decrease demand does not
appear to be supported by available experience, even though there are certainly
instances of utilization dropping after significant price increases were introduced.
Demand can be maintained when prices are increascd within certain limits, even
among lower income groups. On the other hand. demand niy decrease when
services are provided free of charge. OF course, user fees may not be the most
important factor in determining whether people use FP services, Other factors,
such as convenience and qualitv. may be more important. Therefore, planners
and program managers must design UFSs in such a way that uscr fees in-
crease availability, lower indircect and opportunity costs, and increase value
(real and perceeived) to the consuiier.

The fallacy of windfall revenues

Another Fllacy that must e addressed relues o the belief thae user fees will solve
a4 host of recarrent cost-linancing, problems-—problems that are universallv experi-
cenced in public-sector health-delivery svstems in developing countries. Unfortu-
nately. managers often anticipate an end 1o problems of shortages of supplies, of
needed repairs, and of transportition as e result of these new revenues generated
by user fees. OF course, they realize that i poor population will not supply high
fevels of revenues, but they hope that the unknown amounts to be generated will
be o signiticant increase over the funds normally available. The reality s that in
MOost circemstiances, user fees will generaie at most 10070 ol the recurrent costs of
service deliveryeand oftentimes much less. Put plainky, no gold mine can be found
in FP user fees: Howevers small amounts of revenues can defray progrinm costs.
Marginal cost recoveny can go o long wav to expanding service delivery. And
well-managed UES can begin an important long-term trend toward recovering
significant proportions of the cost of providing scrvices.

The fallacy of bureaucratic burden

One often hears the argument in the ficld that @ UFS is a complicated and cumber-
some attair and that the cost of training people and administering a UFS exceeds
the revenues that can be expected. Experience shows, however. that if a UFS is
well designed. it should cost very itte to implement and can be expected 1o gener-
ate enough o justify its presence. Without a doubt, considering how. difficult it is 1o
account for commadities and the potential Toss of clients, the cost of nof implement-
ing i UES is more thun the cost of implementing one,
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The Importance of Quality in a UFS

While many men and women in developing countries are willing to pay for desired
goods and services, these must be perceived o be ol high auality.” The perception
of quality is an atraction. The quality of care elements have been shown to corre-
late with users” knowledge, satistaction. contraceptive aceeptance. fertility, and
health. - Program quality and sustainabilie are interdependent. In fact, income-
generating services have the potential for mproving quality and thereby attracting
MOTC PAVIngG Uscrs.

One faw of the market is that services which are pereeived as “better™ and which
are priced at the right level will drasw more patrons. For example, the Indonesian
privite nonprofit organization Yavasan Kusuma Buana (YKB)Y increased client visits
5% per month between 1987 and 1983 by moving clinics 1o more accessible sites,
promoting scrvices through community: education, extending hours of service, and
improving the appearance of the clinics. In Beypt, sinee 19SS, the Egyptian Family
Plinning Association has managed the Clinical Services Improvement (CSD project,
Over 100 well-cquipped. clean, fee-for-serviee FI? clinies with well-tained staff
emphasize “quality and caring service atan atfordable price.” Between 1988 and
1990 CsEattracted over S3.000 FP clicnts and plins to cover 00% ol its costs by 19935
through gradual fee increases. Further empirical information documents that o
lrger. more committed clientele ef satisticd contraceptive users stems directly from
the quality improvements in service delivery. Increased aceeptance and sustained
usage will eventually transkate into increased contraceptive prevalence and a de-
creased rate of fertiliny, financed largely by user fees,

Additional Arguments in Favor of User Fees

Signalling:

Another ethical issue which is addressed by user fees involves informed choice.
Even aomodest pavment for oo method (especially sterilization) signals that it is
vadued by the client and that the decision 1o use FP services was niade of free will,

Accounting and tracking:

[n adddition 10 increasing revenues and indicating value, collecting fees offers the
advantage of facilitting the accounting and tracking of the contraceptives. For
example. in Ghana, public clinics were abl: to monitor their stock of contriceptives
and maintin adequane supplics becanse sniall fees were instituted, 1t is not un-
usual for drugs, contraceptives, and other supplies to be stolen from public clinics
and later sold in- privaic facilities or on the street. With the monitoring of supplies,
theft or loss s reciuced.

11
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Efficiency:

Uliimately the inelficiencies encouraged on the production side due 1o lack of
accountability and inadequate supplies are borne by FP program clients in time and
trave] costs. Waiting time and visits 1o unstocked., understocked or closed facilities
entail real costs. When available resources are used with greater efficiency, more is
achieved with o given amount of financial resources.”

Effectiveness through variety:

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

J 0 First individuals and couples pass through different stages in
their reproductive lives and thus, over time, their needs and
values change: this often results in o change in their preferred
FP methed.

d Sccond. when there is a choice of methods offered. those who
tind the inital method unaceeptable and or unhealthful have
options.

< And third, given the erratic nature of supplying contraception,
when there is o variety of methods availuble, it is more tikely
that at least one aceeptable mcthod il always be availabie to
clients.

Placing User Fees in Perspeclive

The evidence tfrom both research and field experience is clear: approprinte user
fees are a very positive and useful component of any FP service-delivery system.
They should not have a major negative impact on demand, nor should they gener-
ate windfall revenues, They should help o improve management and quality
without creating a serious administrative burden. 1 is important, though, that

(D) the UFS be well-designed and well-managed, charging fees at an aftordable and
cquitable level and 2y fees be used for the most essential purposes of resupplying
contraceptives and maintaining and or improving the quality of service delivery.

12



Experience with Family Planning
User Fees in Developing Countries

As mentioned in the introduction to this paper, many countries offer free services:
it is often those countries which cin least afford o do so. In fact, an analysis of
those countries offering public sector services for free shows that the poorer the
country, the greter the tendency to offer free services. It niay seem obvious that
governments in poorer countries would have even more reasons to offer services
for free than governmenis in richer countries. But the fact is that using only public
resources nukes it more ditticult for these poorer countries to provide queality
services and relisble supplies of contraceptives.

Where TESs are in place and operational, i range of cost recovery Tas been
achieved. Table T on the following page summarizes some of the current experi-
ence with FIP user fees in various developing countries. Though these are only a
few examples, they do show that the amount of costs recovered can range from
307 o Togra, and even higher,

This table adso shows some of the dimensions of a UFS that will e discussed in the
following scctions. One is the presence of 2 sliding-scale fee structure tas men-
tioned in the Brazil PROPATER prograny). Another is the importance of phasing in
fees: in the Egvpt €SI program. the projections e that two-thirds of costs will e
recovered in the fourth vear of user fees. A third dimension which appears on this
table is the presence of cross-subsidization, by which some ol the costs of pioviding
FP services are covered by revenues riised from other services, The Tast example
of the Table, the Indonesian program, shows that within a FP UFES, fees from
wealthier clients were used to subsidize services for poorer clients,

Each of these cases shows an essential characteristic of a0 UFS: its success lies in
adaptation to local circumstances and needs. Each has developed payment and
financing mechanisms which apply revenues from user fees 1o enhance services.
And cach has worked on gradual improvement over time to pay for expansion and
quality improvements,

13
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Table 1 - Examples of Family Planning User Fee Systems

Ruange of Cost

Impact on
Utilizatio

Country Program Year Recorery " Sonrce
Barbados Unidentiticd T, Latde
Social and
Maketing Geller,
Progtam 1991
Brazil PROPATER 1980- Al costrecovery Tenlold Flnws, et
C\Lsectomies 1990 with sliding-~cale INCTeUse in al o2
Only lee schedule number of
Vascolonmes
per month
Colombia PROFAMILIA 1990 Ratised St of Raisedd Lande
income from sales prices 31 andd
and fees for Lumily Himes vr Creller,
planning with no 1091
clientele Toss
Dominican I nidentitied tooe, Lande
Republic social and
murhetny Geller,
program 1991
Egypt Clinicad [USR- Plins to cover 203 Over 100 Lande
SUTVices 1990 of costs by 1995 lee-tor servi G
Iinprovement I gradually ce PP clinies Geller,
esh increasimg fees attracted 1991
38,000
chients
Ghana Ghama socil DS proyram Lande
Marketing costs financed by and
Program subsidies Goller,
1001
Indoncesia Y KB SOMAR RA% program Lande
K tsocial costs financed hy nd
niirhenng subsiclics Geller,
prograny 1991
Cross Subsidization
Brazil Solia 1954 13 ol FP costs Lande
Feldman convered by b e
Huospital revenae Geller,
toul
Colombia PROFAMILIA 1990 A of TP ocosts Lande
from OBGYN, and
U rological Geller,
services, mferiliny 1991
treatment, STH's,
prenatal cane,
acnerl med. care
Indonesia Yavisan Jusy Climes in wealthy Lande
Kusun Jakiara and
Buana (YR neighborhaoods Geller.
recovered 13, ol 1091

COSIY XN
helped elines
POOTCT aTeis




Determining the Coniext of User
Fees In Family Planning Programs

When FPouser fees are introduced, it is done within a larger context of health
services. Therclore, program nanagers must. from the beginning of the process,
have a basic understanding of thae larger context: what is currently happening
within the system. what policies are in force, and so forth. Once managers under-
stand the context. they are berter able to articulate a set of objectives that are consis-
tent with other parts of the systen,

Since a thorough systems analysis™ is o complicated process, we are only interested
in undertaking o quick review of some important aspects of the FPserviee delivery
system to help ensure that the UES will work the way it s interded o work and
will not be counterproductive. We can think of this as sketching out a road map o
determine where the UPS fits in relation o policies and services in other parts of the
systen,

By addressing a number of relatively simple questions, managers can develop an
adequate understanding of the context of user fees. By reviewing cach of these
questions, they will have o better idea of where a newly designed or updated UFS
fits in. This process also helps o organize information belore tackling important
issuces, such as how much will be charged. how much will be raised. or what will
be done with revenues.

All of the steps in the design and implenention of a UFS require some understand-
ing of the external factors which may limit options or affect the design in a number
of ways. There are cleven questions which can serve as a stanting point:

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

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

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

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

5. What is the disposition of revenues senerated?
6. How do [res affect where people currently go for services?

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

8. What is the current mix of public and private services, how big
is cach sector, and have there been changes or trends in this
mix?



9. Who tends to use private services and who tends to use public
services?

10. What is currently being charged in cach sector?

11. How was the existing user fee schedule determined?

Question # 1: What is the national policy on bealth
Sinancing and user fees?

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

Question # 2:  Are user fees charged for services other than FP?

Many West African countries participating in the “Bamako Initiative™ have recently
begun charging fees in a program where previously fees were charged only inan
irregular fashion. They have thus created an inlrastructure for charging and manag-
ing fees. In other countries, there is a fee schedule on paper. but it is not enforced.
collected. or reported inany way. Existence of a functional UES can facilitate the
task, since it is generally casier to modify or raise fees than to introduce them where
there were none hefore, Clients are already familiar with paying for services, and
administrative systems—even if they are rudimentany—are generally casier 1o adapt
or update than to implement from scratch. At times it may be more ditficult 1o
modify: an existing system, however, since peculianties ol that system, once en-
renched, may be difficult o maodify. The important step to take at this point is to
identify the fees being charged and the characteristics of the existing UES (e.g., are
fees actually charged or do they merely exist on paper?).

Ouestion # 3:  Who makes decisions about changing fee
schedules and fee policies?

There are potentially many people with the authority to change o user fee policy,
whether that change involves introducing new fees or modilying existing ones. In
some countries the authority is very decentralized. while in others it lies with the
Minister of Fealth,  In many instances, no official will have a ready answer to this
question because it may never have been raised before. The manager needs to
determine where authority lies. 1f authority exists under a “reserve decision-mak-
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ing” process such that modifications can be made on a decenralized basis as long
as they do not conflict with formal policies and regulations, a manager will have a
great deal of flexibility and can carry out the steps in the user fee Handbook with
some degree of independence. 1 decision-making is based on specific pre-authori-
zation, a maneger will have o identify the individual who holds authority and 1o
gain his or her support. In cither case, it is important to have general support
among the people who are directly or indirectly involved with decisions about the
FP system.

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

What is the total amount generated? How do these compare 1o the cost of contra-
ceptives? To the total operating cost?

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

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

Question # 6: How do fees affect where people currently go
Jor services?

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

Question # 7: What other kinds of financing and co-financing
(tbrough communities, insurance, employers, elc.)
exist?

What forms of payment can be identificd for health services? There will generally
be a combination of payments from employers. insurance comprnics, coverage
under a social security plan. or under a union or association plan. revolving funds,
or other funds for paving for health services set up by conmunities. Individuals
Ny participate in these funds automatically or by choice. For those who partici-
pate. they may pay into the scheme on amonthly basis, or they may pay at cenain
times of the year, such as atharvest time,. These are all parts of an overall system
that can be used o pey for FPoservices. Each is of great Zaterest 1o us for that
reason. For the purpose of designing an effective UES, however, a manager needs
to know. at a minimum, what exists for health services generally and for FP services
specifically, and 1o have some idea of who participates in these schemes and in
what numbers.
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Question #8: What is the current mix ¢f public and private
services, bow big is each sector, and bave there
been changes or trends in this mix?

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

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

IUis important 1o determine who is using the services provided by the facility or
program for which the new UFS s intended, and how they may differ from - ther
users or potential users in the arca Guen what is the market share™). Are they more
able 1o pay or less able to pay? How will they respond to quality changes, such as

a decreased waiting time?

Question #10: Whal is currently being charged in each sector?

AL 2 minimum. 2 manager should know what is being charged by other providers
inn the area or the region. I clients have access 1o a variety of public and private FP
providers, then we would expect many clients o go 1o those providers if we were
to introduce higher fees. 1Fwe introduced fees which are comparable o other
services, then we would expect people o go where the services are most conve-
nient or of the highest quality, Losing some clients may even be a desirable devel-
opment if they were people who decided not o use other services simply because
they did not want to pay (though they were able 1o pay) and have now returned 1o
those other sources of FP services, I there are others providing free services, then
we an be more confident that we can resiricet eligibility for our system.

Question #11: How was the existing user fee schedule
determined?

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

In Conclusion

At this point, vou. the manager. should have a better sense of those factors or
circumstances that affect your user fee options. You should have a sense of what
makes certain decisions casier and others more difficult. And you should have
some sense of how changes in the UFS might be affected by other parts of the
delivery system outside vour control. When you have made the decision o design
or update a UFS, the Handbook will assist you in following some simple steps
toward a workable svstem.
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Endnotes

'"Poputation Crisis Committee €1990). The United Nations Development Program has made o
lower ¢stimate of the proportion of costs horne by users, at 107 (eited in Lande and Geller,
1991).

“Projections ol users of modern family planning methods for the vear 2000 mnge from 229 million
(Destler ¢ al, 19900 to 510 million Maudlin and Ross, 1991 A more complete discussion of
projections is provided in Lande and Geller €199,

‘ibicl: Bulatao (1983) estinates current spending at about $2.3 billion.

Janowitz, Brawt and Fried ¢1990),

‘Lande and Geller (o9 D,

"USAID cable Hearare 09165,

Lewis (198-h.

“In cconomic terms. this touches upon the discussion of whether FP goods and services are
“public goods™ or whether they are “private goods,” We will not address this issue here; for
discussion of this topic, the reader can refer to Akin ef al (1987,

"AU this juncture we apologize tor introducing cconomic jargon, but it is important to understand
the nature of these issues and the available FP oservice delivens evidence from around the
world,

“Avvancia und Mwabo ¢1992) discuss tindings from Kenva: Yoder 19891 discusses findings from
Swaziland.

"A recently completed study in Cameroon (Licvak, 19920 demonstrated that when prices increased
for integrated fannly health services through public sector facilities, along with improvements
in the quality of those services and refated medicines and supplies, denand actually increased.
This was true Tor all socio- sconomic fevels of users, even the poorest = teaam,

“Baldwin (1978 Family Health Division €1033).

“Howell and seims (1970,

COjeda, et al (1983,

FAbevwickran €1983),

"Traitongyoo C1985) attributed sotae of the suceess of Thailand's Turgest private health and FP
project 1o the effect that user tees had on individual spending patterns: =The fees that are
charged are important 1o the success off the program as these reinforee the importance of the
services 1o the recipients as well s generate the necessary funds for the program's
existence.we iy o instll in the people adifetime commitment (- health and family planning
practices, and pan of the commitment involves altering spending patterns”™ (p. 320

*Baitev and Umana (19780,

“Gadalla, of al. (1980),

“Chen and Worth 119823,

STCSMP (1983).

“Howell and Seims (19793,

“Abevwvickmama (1983),

“In effect. the demand curve for FP s backward bending below seme price (Lewis, 1980),

SGrilfin (1988,

“Given that population under consideration does not have o truly measurable irncome, and that all
proxies tor income dre second-best approxinitions, it is not surprising that demand studies 1o
date have fooused on the price clastivny of demand for family planning rather than the income
clasticity. There s, however, a reltionship boetween changes in income and the demand for
famisy planning. With respect to headth and medicine, opticnal tie. clective) goods and
service purchases are clssifted as income elastic they change with incomes. while essential
health purchases are income inelastic tthey end not 1o clange with income.

“To return 1o the issue of pubtic goads zersus private goods, it family planning was considered by
all to be o necessary good, education and marketing would be redundant,
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TAKIn ef al (1957 Ashford and Haws (1992),

SLewis (1980),

“Lande and Geller (1991,

“ibid.

“ibid.

“Lipton, ¢f af. CIOST); Jain and Bruce (1989); Lande and Geller (1991,

“Lande and Geller €1991).

“Lewid L TOS0,

“Efficieney is two-dimensional. The allocative dimension involves raising capital and allocating
resources in order o maximize the net benelit to society. The operational dimension involves
devising, tinancing mechanisms as well as the teast costly methads of producing and delivering
the given health services 1o achieve required improverients in health status Gsee Mills, 19810,

“lain and Bruce €1989),

TThis is Dased onaosurvey of some 20 countries carried out by SEATS,
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Appendix 1-Projected Expenditures on Family Planning in Developing Countries in the Year 2000
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Note to Appendix: Projecting Family Planning Costs
To estiniie tuture costs of family planning services, researchers:

(hy Adopt a0 set ol projected populaion growth raes and then cateulate the contraceptive preva-
lence and the number of asers or other measure of service output necessany 1o achieve those
rates: and

(2) Calentate wounit of costs the cost per user, per visit, or per covple-vear of protection (CYP, or
the cquivadent of one vear of contraceptive protection for one coupie).

Total costs are then the number of users or visits multiplicd Dy the appropriste unit cost.
Projecting Numbers of Users

Most estinmates have focosed on the vear 20000 To project the number of users in 2000, rescarch-
ers begin with proections of natonal tertiling ates inthat vear. Most use the United Nations
medinm variant projection of populanon groscthe This projection forecasts the S-vear period
between 1995 and 2005 in which cach developing county will reach replacement-lesel ferility,
According o the Ton projection. dE developing countries will reach repbicement-level tertility by

ROTEY

To cdeulate the prevalence and the number of contracepbve users needed 1o achiose these rtes,
most rescarchers nse the Taceet-setting Model developed by John Boneaarts, The model relates
fertibiy rtes toa vanehy of factors, incuding the proportion of women who are married. contra-
ceptive use,and the level of indoced and spontancons abortion. Typically s rescarchers assume
that .y changes e factors except tor contraceptive use will oftset one another. Thus, future
fertiling rte= sl depend entirelv on mereases i contraceptive use. Giking into- account both
contracepiive presalence and the ciecmveness of the methods nsed. Projected numbers of asers
are then cadculaed Ty madiplvme the presalence rate by the projected number of marricd
women of reproducine age.

stimating Costs

Rescatrchers estuates of tmily planming costs in the vear 2000 depend partly onthe mix of
contraceptive methods that they project and how they estimate commaodity and service deivery
costs, Most use the corment method nis as reported i standard sources such as the Demographic
and Health stvevs or UN estimates They then assign costs o cach metho U For example. Dutf
Gillespie and colleagues assigned commoding. costs 1o cach method and added s averige service
defivery costol SIS per 3 o b methiodss i contrast, Barbara Linosatz and colleagues
calealied the cost ot the ditterent modes of service delivery eelinios, community-buased distribu-
tion, and sccial nuhenng. for exampled, cather than cost per user. using date on service costs s
sunvevs i three countries, Rodollor Bulatao of the World Bank calealated costs from population
progran expenditires me o countnes, thus iphaithy assuming the current method mix i those
programs  Whatever the method nuse i adl projections the cost of ~envice delivery exceeds the

cost of supplios and commaditicos,

Most studios assume that cost per user will remam constant as use of Linily: phinning expands,
This may not e the cases hut data onccosts are not rehable enough to project costs per user
contidenthv . As programs expand mio raral arcas, the cost of reaching cach user might be higher
than in urban areas. In fact howeser,a comparison of cost data from mational survevs shows tht
Gamily plnning costs per user decline trom about USSTT per user at 200 prevalence o about S0
At Sor s prevadence Also, s developing countries become more urhanized, more users nay have
MOrC decess o services at lower cost per aser. The one projection thet assumed declining cost
pur user, by Harriett Destler and colleagaes, nevertheless estmiates that costs of taimily: plinning
will more thany double by the vear 2000



(Glossary

Commodity Sustainability - the ability to generate sufficient funds to purchase all needed
contraceptives.

Contraceptive Prevalence - percentage of women ofreproductive age practicing e ntracep-
tion.

Cost Recovery - process of recovering some or all of the costs of _roviding products and
services; synonvmous with user fees.

Cross Subsidization - using funds generated from one service (e.g.. laboratory services) to
cover part of the costofanother service (¢.g.. vasectomices). Cross subsidization can also oceur
based on geography (urbuan subsidizing rural) or based on income.  Subsidics may be
intentional and explicit, or they may be unintentional and implicit.

Disposition of Revenues - pereentiage of locally generated revenues which are distributed
to the local, regional, or central level,

Income Elasticity - amount to which a change in income levels will bring about a change in
demand. Ifincome clasticity is low., rich and poor people will purchase comparable amounts
despite the differencesin theirincome. Goods which are seen as necessitics (eg. Health Care)
generally have low income clasticity,

Marginal Cost Recovery - all the additional non-fixed costs directly associated with providing
an additional unitof this particular product service are r--covered, but not operating or other
ONEOINE CXPCNses.

Price Elasticity - amount to which a change in price will bring about «a change in demand.
If price clasticity is low. moderate changes in price will not result in a significant change in

utilization.

Revenues - funds which are available from user fees, government atlocation, or other sources,
that enable activities to take place.

Sliding-Scale Fees - fees which are adjusted according to user’s ability to pay
User Fees - payments made by the patient, client, or user for products and services received.

User Fee Systems - the setof managerial, administrative or financial structures which govern
the setting of prices. collection and management of fees, and spending of revenues.
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