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Foreword

Health financing and sustainability in the health sector are kev factors influ-
encing overall sustiinable development in sub-Saharan Alrican countries.
The health status of anv country's popualation correlates divectly with the
productivity of its work force. Treatable but untreated discases not only sap
the productivity of workers but also too often they rob countries of their
most viluable resources—their children. High child mortalitv and morbidity
rates unnecessarilv lessen the contributions of future generations to their
countries” development. These problems are particularly acute in sub-Sa-
hanan Alvica, which has the highest child mortalinv rates and the lowest life

expectaney, ofanvregion i the world,

This stritegic fmework document presents cost-eflective approaches to ad-
dress health problems in sub-Saharan Afvica Fven with the carrent Timited
resources available to ministries of health, the majontv ol Afvica’s serious
public health problems can be addressed through a package of essential
clinical and cducational services, offered at the district hospital Teveland be-
low, But it is lar from clear how covernments can muster the political will
necessary to reallocate searce linancial resonrces away from Lirge hospitals in
urban arcas, and reduce waste and inclficiencies that compromise existing
health delivery svstems, The strtegic fiumework exannines these questions
in detl, provides lessons leawred concerning difficult problems, and con-
cludes with priotite topies for huther research and analysis. To reach these
conclusions, the strategic framework has benefited from an in-depth review
ol existing literature and documentation as well as the advice of expert con-

sultative group meetings in the U.Sand Africa.

This document's findings are verv much inaccord with USAID s underlyving
philosophy ol promoting sustainable development. The organization imd
cquitable distriibution of health services ave often closely intertwined with
the services of other sectors, including educaton and water and sanitation,
for which many countries are also experimenting with decentralization and
cost-recovery programs, Sound health financing and delivery svstems also
provide the structral basis for effective family planning progrims. Only if
the long-term goals of Afvican health svstems are addressed—in terms of
structural organization and development ol financial and human re-
sonrces—cin these systems hecome tuly sustainable and cope elfectively

with the health problems of their peaple.
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Executive Summary

This strategic framework documenit is the result of a detailed investiga-
ton of issues related 1o health Timanecing and sustainabilice of the healdh see-
tor in sub-Saharan Alvica. Throughout this investigation, the ultimate goal
has been to define priovities for vesearch,analvsis, and dissemination activi-
ties in the subjectarea, An extensive review ol existing hteratre and docu-
mentation forms the basis of the strategic framework, complemented by a
series ol individual interviews and consultative group meetings held in Wash-

ington, D.C.oand Dakar, Senegal.

As intended, the strategic framework raises questions and points out ar-
cas where research and experimentation is most needed. The document fo-
cuses on lowr hroad policvareas: (1) alocative and technical elficiency:

(2) resource mobilization; (3) equity; and (1) institutional issues. The docu-
ment reviews in detail cach of these areas (C"Review of the Major Issues™) and
presents asumniuy ol the major points ("Lessons Learned™). The strategic
framework concludes with a statement of priorit topics for future rescarch
and analvsis activities. Asacresult of this process, USAIDS Alvica Burcaucis
financing rescarch projects that address several of these topies. However,
funding constraints Himit USAID 1o small portion of the proposed research
and analvsis activine. The list of topics, developed in collaboration with other
donor organizations and Alvican ministries of healthyis also of interest to Al-
rican governments and a wide range of donor institutions supporting the

health sector in sub-Sabvran Alrica,

Manv sub-Saharan Afvican countries are putting mto place cost-recovery
systems for health services. As this document demonstrates, some lessons
have been learned concerning ditferent svstems ol resource mobilization,
and their elfects on revenue, efficiency, and equity, and more information is
necessiny to help guide decision makers in implementing cost-recovery svs-
tems. However, issues related 1o the fimancing of health services are much
better understood than issnes that divectiy concern sustamabilitv—cven
though sustinabilicy in the health sector is a predominant policy objective,
and health financing awomeans to achieve that objective. Given existing waste
and inclficiency, the net gains to bhe had byvreducing costs are ikely to be
greater than the gains from improving recovery of costs. Available evidence
on the revenue and cquity effects of costrecovery mechanisms and on the
magnitude of technical and allocative inelficiencies in the health sector of

Alvican countries lends support to this argument,
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The top priority for health sector decsion makers in Africa is 1o doa

better job using the resowrees they alveady have vather than emphasizing ef-

[orts to gencerate additonal revenue through costrecovery or uger budget

allocations from the central treasury, Therelore, ciphasis should be placed

on improving the cfficieney ol resource management.. The paradox is that

very litde is known about measures to improve the Capacity to ninage re-

sources more efficiently,

The major lessons learned inchealth sector financing and sustainability,

and priovity topics tor futire rescaveh and analvsis, are summarized below:

Lessons learned

¢

Nearlv all cost-ctiective health interventions are public health mea-
sures or chnieal interventons that can be delivered at or below the

district hospital level.

Idenufving the sovrces of waste and technical inetficieney and re-
ducing ther effects can extend the coverage and quality of health
services without the potentiadlv negative cquity consequences of

COS-Ie( OVerv neasuares.,

Revenues from user fees should stav within the health sector and

be used to HNProve or maintain the quality of care,

User fees for government health services will not provide substan-

tal revennes for natonal health resources,

Health finimncing mechanisims must accomnt for the seasonalite of

imdividual incomes.

Adjustment of fee levels or insurance premium rates over time 1o
keep pace with infliion should be institutionalized, to the extent

possible, as an administrative action,

Expanding msurance coverace for formal sector workers should he
supported onlyv it satficient political will can be mobilized to gener-
ate profits rom the coverage of the well-off-msured and use them

Lo cross-suthsidize services tor the uninsuared,

>



Fees should be consistent with ability to pay and should not pre-

ventaccess to essential services.

Iterventions to improve institttional sustainability require a long-

term commitment.

Vertical programs and administrative structures within ministries of
health undermine development of sustainable, integrated health

SCTVICES.

Rescarch and analysis topics (that have been chosen for finanding by

the USATD Africa Burcan are marked with an asterisk [#]):

¢

Hospital autonomy.* Under what conditions wounld granting
managerial and financiad atonomy to hospitals result in improved
clficieney, qualice of care, and equitable delivery of servicesz What
is the experience to date ol developing countries in granting an-

tonomy to hospitals:

Resource mobilization.™ What are the revenue, equity, and cffi-

cieney effects of vivious resource mobilization schemes?

Equity in the financing and provision of health care.™ In the con-
text ol cost recovery lor health care, how can poor segments of the
population be identified, ind how can health systems ensure that

the poor have access toreference facilities?

Efficiency, equity, and quality implications of different types of de-
centralization.™ What are the consequences ofand most appropri-
ate strtegies for, decentralization within the health sectorz What

nanaccement skills are needed e the disteier fevel for decentraliza-

tion to worky

Consumer preferences for different sources of health care.
Where does a given population seek health care, and what factors

influcnce consumer preferences lor different sources of care?

Reducing waste and technical inefficiencies in health services,
Whit cost-reducing or productivi-cnhanomg measures are avail-
able to correct waste and inetficiencoy, especiadly in drag procure-

ment and distribution svstems and in Lirge tertiary hospitals?



¢

Incentive measures {or health workers and managers. \What incen-
tive measures reward rather than punish elficient resource man-

agementand cost recoveryin centrally budgeted health systems?

The costs of AIDS, and strategies for care. What are the cconomic

and financial consequences of AIDS, and what strategies will en-
able health systems 1o cope with the forecasted demands of AIDS

paticnts?

\|
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Introduction

This strategic framework document (1) presents 4 comprehensive over-
view ol current issues alfecting health sector financing and sustainability,
and (2) defines the vescarch and analvsis priorvities in this subject avea for
the Africa Burean of USAID—specilically for the Office of Sustainal le De-
velopment (SD) and the Health and Hluman Resourees Analvsis for Africa
(HHRAA) Project. The SD Office and the FIFIRAN Project support re-
scarch, anadvsis, and dissemination activities that will provide timelv and ap-
propriate information to USAID offices, African governments, and donors
for important decisions concerning setting priovities and allocating re-
sources, This paper highlights kevanalvtie and policvissues i health care
financing and sustainabiline that should be dissenmimated 1o health sector
deciston makers in Africa, identifies important gaps incinformation in these
arcas, and presents recommendations for further rescarch and analysis,
The Strategic Framcwork Process
As one of a series of sttategic lrameworks covering kev analvtic arcas for the
HHRAA project, development of this strategic fraimework has followed a
defined path feading 1o the determinaion of rescarch, analvsis, and dis-
semination acivines, The fist step i this process was areview ol recent
literature and documentation hrom projects and studies, complemented by
discussions with representatives of donor agencies, NGOs, and rescarchers
working in the ficld of health finance and sustamabihite. An canly dralt of
the dociment was presented for review at consultative group mectings in
Washington, D.Coand Dakar, Sencgal. At these meetings, panticipants cri-
tiqued the document; suggested additional priorite topics for research,
analvais, and dissemmation; and voted on the topies. A summary of the vot-
ing results, combining the two mectings, is attached 1o this document as
Annex 6. The resulis of the consultative group mectings, and comments
from additional experts unable to attend the mectings, have been incorpo-

rited into this final version of the straewic framewor k.

Fhronghout the stategic famework process, o essential eriteria have
heen used to determine prority rescarch and analvsis topies (amore de-

Gauiled Tist of anterinis attached as Annex n):

¢ The importance of the problemin general and to African policy

makers,



¢ The feasibiliy of intervention in the subject arca.

¢®  The level of existing knowledee in the subject arca and the im-

portance of the “information gap.”
¢ USAID'S suengths in the subject area,

tn addition, HEHRAN aetivities shoald complement, vather than duplicate,
the rescarch ed analvsis of other donors, Annex 3, "Recent and On-Gio-
ing Research and Anabvses Acovities.” provides a sammary of the current

major activites undertaken by donors i health financing and sastainability,

The pron topies forresearch, analvsis, and disseminanon e deseribed
under "Conclusions™  Topies that have heen chosen for HEIRAN funding
are speaiticd mothis secton. The FIFIRAN reseanch and analvas activities
determmed by thos stiategic fraamework e scheduled 1o hegin in October
FO9 T and will be completed m 1996 Wherever possibles African research-
crss deasion mabkersand mstmnons will design and implement these ace-

HvIies.,
Backeround to the M ajor Issues

Health i an mportnt development issie. Good health in and of isell
nakes a ditecr contribnion o ndividual nsefulness and welline. Good
health Teads o redacton m producivin losses due to illnesses; sehool en-
rollment and cducabiline of chuldren are also improved, providing long-
term coonomite benelits and resom ces that wonld otherwise he used to
teat dinesses e freed for othier puaposess The cconomic henefits of -
proving health stas e partcnlar v sione o the case of wormen's health.
Wamen e the prmapal providers of health Goe services for then family
members:and women™s education cwhich s enhanced by acwoman's good
health staousy bas been shown o have substanual cconomie benelits (Sum-

mers 902,

Becarse health o signilcaot development issue, the factons that affect
health staas e adso nmportane. These factors incdlude income, nanition,
cducation col the mdividua! and tis or her mothen)cand the qualine and
avarhabality of hiealth services, This Last facton depends on the haman and
finatcad tesomees that buttess aonaton’s health <avices. Theretome,
health care tinanang and the sostenabnline of health sostemis are sigmficant

development ssnes hecase thev e ngor determmants of the perfor-

£S]



mance ol a conntiv's health svsteny, which in trn has acdivect impact on
population’s health status, Financing is necessiny o maintain and expand
the provision of important health services, and for a given level of imancing
to be adequate, the organization o services must be altordable. Moreover,
human resotces must be developed so that the services can be adequately

managed and debivered,

Unlike the market tor many other g¢oods and services, most authors suggest
that governments shonld mtervene in the manrket for health care serviees,
generallv because of the presence of “market falures™ —reasons why the
actions of producers and consumers alone will not vield wsociallv optimal
or cconomicallv efficient resalt. Market Lailures are wsnally divided into
the following categories: public goods) externalines, cconomies of scale,

informaton deficienaes, and icomplete monkers,

While itis not the purpose of this paper to examine macket falures i de-
tail, the condlusions of related analvees are that govermment has an nnpor-
tant role to plav i sapporimg the provision and consumption ol services
that are more “peblic” i natre: anttation, for exampley o1 have apor-
tant postove externalities Guch as the prevention and neatment ol com-
municable discasesr. Iy addition, govermments necd 1o take measies to
address the averace consumer s relative lack ol information (compared
with providers reganding his o her health and the options available 1o im-
prove it Government intenvention can take several forms, imchiding divect
provision ol scivices, nancing of services, regulation ol privade servce pro-

VISION, 01 a combiation ol these.

Poverv alleviation is another vatonale for covernment mvolvement. One
means toaeduce povervis o mcrease the human capital ol the poor by
increasine then access 1o haste health e, educaton, and nation, This
is ikelv o vequne tageiing an the bases of income and possiblv complete
subsidization of a package of dlinneal services that e decmed to he “essen-
tial” on the hases of o commtny s disease hurden and the cost elfectiveness ol
interventons. ha the 199 World Devlopment Reports The World Bank ases
an estimate of the average cost per disabiliv-adjosted Tifevear (DALY) as a
cost-cliecmencss meastine. Since nearly all cost-elfecnve mterventions can
be delivered ar the district hospital level or helow, this implies that public
funding should be redirecred 1o programs at this kovel (Shaw and

Flinendarl 190953,



The ratonales for govermment involvement in the market tor health ser-
vices sugge st need for public poliev with vegard 1o the provision, Tinane-
ing, and regulation of health sarvices, Hlealth fiancing measares aftect
the devel ol resources available and the elficiency and equite ol health ser-
vice production and consumption. Increasing revenues, nuproving effi-
cieney, and enhancng cquity e appropriate objectives of health fnancing
policv. These objectives are hroad meastres against which the pertor-

nance of health fiaueimg measures can be assessed,

Health secton finance consists of all sonrees of tevenue and n-kind contni-
butions that support public and private health cne seivices, Fhese include
centrad government, Jocal govermments, public e private health msur-
anceand mdividual pavinents at the point of senvice (hes pavinents made
by houscholdsr. This paper cmplusizes financing reamnent health mpuis
becanse the capaciv to meet tecurrent tesotce necds is ssnonvimons with
the financial sustunabiling of the serices The implications of capital ex-
pendittres are also addiessea me this soaegic famewor k, hecause the de-
velopmient stateay chosen for the health sector and the vesuliing pattern

of mvestments diectdy affect sustamabili,

The term sostmable has been apphicd 1o many aspecs of cconomic devel-
opment. King (1990, p 199 reoorts one definition: “capable of being
maintined ata certun vate o devel™ The World Bank (19924, po 5D de-
Fres sistamable development as simplv "devetopment thae Lisis.™ AL
though both of these definmons are relevant to the health secton, this
terminology has been most conmmonly osed inrelerence o the environ-
ment and the capaay ot an ccosvsten to support agiven development

strategy.

Incanadvses of the health searor in developing conntties, sustainabilite has
ustadv o referred to the capadity of a counoy to maintain acivities hegun
with donor sapport atter this external assistance ceases.™ This capacity re-
Lues o finanaal and mstnutional characteristios of the recipient counry,
In other words, the issue of hiealth project sustcinabiline has vaised the (ol-
lowing questions can the connuy finance the incremental recirent costs
anising lrom a new mvestment project. and does the country have the hu-

e resources needed to manage s new o rcformed programs?

The defintnion of sustainability nsed in this suategie framework extends

these questions from individoal projects o the entive health sector and s



consistent with that advanced by the Save the Children Fund: “the capacity
of the health svstem o function effectvely over time with a minimum of
external resonrces”™ Financadlv, sustaimabilite depends on resouree avail-
abilitv and the costs implied by specific sectoral development sorategies, In-
stitutional sustainabibie depends on the capacity of o health sestem o
develop and implement pohcies and programs and is thus velated o sul-

ficient quanty of skilted and experienced personnel.

Linkages exist hetween health finance and sector sustamability hecause ad-
cquate [inance is necessay o sustin the sectors Morcover, measures o fi-
nance health services atfect sastamabilite becanse the charactersies ol a
financine swstem cenerate behavioral incentives that affect the allocaton of
sectondl resomces. T other words, bealth finamcing mceasures altect nol
onlv the level of resomces available mthe sector but also the efficienoy ind
cquity of resorrce altocanon. Although finding suthiaent resomces 1o
fund health services has olten been viewed as o costrecovery problem, fi-

tancine alone s not safficient o achieve sectoral sustamabiliy,

i
Financial sustinabihine also velates to the cost of health sector programs,
More ciphasis should be placed on measures to veduce the costs ol ser-
vices (for examples by reducing waste i the procurement and distribution
ol essential dingsy asaostep toward improving the alfordabiline of health
services. More hroadiv the delimition ol a costrecovery or other health
lancing steateoy does not address the institational capacine ol the health
svwtenn to nmplement such policies suceesstullve Thus health finance and

health secror sustamabiling need 1o he addressed mdividually and together,

Review of the Major Issues in Health Sector Financing and
Sustainability

Allocative and Techmeal Lficiency

Much ot the terate and discussion concerning health financing and
ststainabiline e sub Saliran Moa locoses on the need to maobilize addi-
tonal fivanoal tesotces for health through costrecovery and other sys-
tems. Alcan st s of health e mdeed faced with crtical funding
shortages: owever there s s icant evidence that Afncan health systerns
conld alocate g vse costime tesonrces much more efficientlv, More elfi-
cient allocation of existing linancial and hionman resomrces, and maore tech-

nicallv efficient use of those resources, would not eliminate the need for



additional resources. Nonetheless, greater efficieney could succeessfully ad-

dress many of the fundiaental health problems in sub-Saharan Africa.
Resowrce AMlocation

Health authorities i all countries must address certain basice issues related
to the definmtion, provision, orjanization, and funding of health services to
he provided, and the role of government i the delivery, financing, and or-
ganization ol services. Given sufficient information on the epidemiological
characteristies (e, the canses of the burden ol discase) ol a country, the
costs and cllecis of altermative health care mterventions, and a knowledge
ol the total resource envelope for health services (e, the budget con-

straint), a cost-cliecnve network of providers of care can be defined.

Suchan approach is deseribed inc The World Banlk's World Development Re-
port. Based on an assessment ol the burden ol disease and the cost-eflec-
tveness of mterventuons, this document recommends that priorities for
health sector investments by govermments are: (1) public health men-
sures, such as immunizatons, AIDS preventon, and mformation and ser-
vices for familv planning and nuoinon: and (2) essental clinical (i.c.,
persomatl) health services, induding interventions focused on sale mother-
hood, mberculosis and STD veaunent, treatment for the major canses of

childhood tness, and ceatment for mimor infection and tanma,

These essential clinical services do not require highly sophisticated techni-
cal inputs—thev can all be delivered an the district hospital Tevel or below.
The World Develofpment Report estimates an annual per capita cost for this
climical package of USSS, plus another USSE for the public health inter-
ventions. This is consistent with the estimate from Better Health in Afvica of
USSTD per capitc for o package of health services, provided by atwo-tiered
network of health centers and a referral hospital, public health interven-
tnons, and support to distict health management (Shaw and Ehmeadorf

1992, po 127).

International comparicons indicate that many African countries lag behind
other developing countries in terms ol their expenditures on health, hoth
as a share of GNP and ona per capita basis. For Alvican countries with low
levels of expenditures en health (see Table 1), the basie package of clini-

cal, public healthy and management services ($13 per capita) would repre-

sent .8 pereent of average per capitic GNP whereas average spending
8 !

6



from all sources (government, private, and donor) is currently 4.6 percent
ol per capity GNP Inthese poor countries (which represent more than
half of sub-Saharan Africa’s population), an increase in the absolute level
ol health spending is needed to provide a basic minimum package of ser-

vices to the population (Shaw and Flmendorl 1995, p. 130-31).

Morcover, the evidence frony all Alrican countries is that actual allocations
are far [rom the cost-elfective pattern on which the S13 per capita estimate
is based. The challenge Tor policv makers is to change historical patterns of
budget allocation. hmprovements in resource allocation would mean that
[ greater health benefits conld be devived from the existing levels of re-
sources used in the health sector o Africm countries. Inthe poorest
countries, however, reatlocating existing resources will not be sulficient to
cnable the poorest, most remote groups (o gain access to essentiad public
health and clinical seivices. For these conntries, additional resourees are

necded to achieve this coverage,

Table 1.
Groupings of €

ountries by Relative Level of Expenditures on Health, 1985-90

Country Country Grouping
Characteristics

High Medium Low
Population (milhions) 214 102.3 210.7
Average GNP/Capita S818 $395 $225
Expenditures Per Capita
- Gavernment $20-30 §3-7 $1-2
- Private $26-33 $7-11 $7-9
- Donor $4-12 $2-7 $1-2
Total (crude range) $50-73 $12-25 $9-13

High Countries:
Medium Countries:

Low Countries:

Note:  Expenditure
ol estiblish

Source:  Reprinted

Botswana, Lesotho, Mauritius, Swaziland, Zimbabwe

Burundi, Camcroon, Gambia, Ghana, Kenya. Liberia, Malawi, Mali, Niger,
Rwanda, Senegal, Togo, Zambia

Burkina Faso, Ethiopra, Nigeria, Sierra Leone, Somalia, Uganda, Zatre

srange for cach group of countries excludes highest and Towest figures, 1 the interests
g a range closer to the median.

from Shaw and Elmendort 1993, p. 130,




Even il governments were able 1o increase theiv financial commitments to
the health sector, the amounts available would probably be inadequate to
provide basic care for a large part of the population. Clearly, the private
sector has an importint vole to plav in funding essential health services.
The challenge is to create asvstem that uses the limited resonrees available
fromy all sources in the most cost-etfective manner. Governments should
focus on financing and providing public healtho measares, promoting pri-
vate providers, and developing privade sources of financing (such as com-
munity financing through user fees or prepaviment) to help support

delivery of clinical services.

The twodtiered organization of healtiv centers and district hospital recom-
mendediin Better Health on Africa vellects anassessiment of the tvpes of pro-
viders that can provide the greatest population coverage at low levels of
resouree avatlabilioy. Tresonrces are allocated well, this oreanization would
also minimize costs 1o userss The top prioriy for resource allocation is to
mprove and mantain the qualing of care infacilities desiened to be the
[st contact point between the population and the health svstem—gener-
allv the health center. Pricing of services should also encourage people o
use health centers fiost. Resowee allocation and financing policies should
be coordinated to mainain qualine at the first contact point and encourage

appropriate use of the referral svstem,

Most African governments have endorsed the principles ol primary health
care LT out o the A At dechation. Olten, however, patterns ol in-
vestment and recirrent resonnrce allocation are not consistent with official
statements of health sector stategys Detatled data are not available for a
conclusive determination of the cost-cliectiveness of health sector resource
allocation i African conmries. However, the evidence available onaccess
to care and the allocation of govermment health budeets to facilities
stronglv sugaests that there is considerable room o improve the eflicieney
ob coovent allocations. Approsinitely halt of Africa’s populition does not
have regular access 1o modern medical factlities, and in ditferent countries
from 30 16 SO percent of government health expenditires are absorbed by

nrban-hisced hospital coe (Shaw and Fhinendor! 1995, P2

‘The need for increased hospital autonomy. This pattern of spending un-
dermines the dested referval swstemmodel and conflics with amore effi-

cientapproach whercin all or nearlv all cost-elfective interventions can be



delivered at the districr hospital Tevel or below, A heavy concentration of
government resources in lrge tertiny hospitals is not onlv anetlicient but is
also inequitable, because most consumers of the care provided in these fa-

cilities are lrom urban arcas, where incomes tend 1o be higher,

One option for reducing the drain that large tertiary hospitals place on re-
current healt: budgets is to erant them financial and managerial au-
tonomy.” By generating asubstantial shave ol their revenues through user
fees or insurance rennbursements, the hospitals would be able to reduce
their dependence on cental neasury financing. However, evidence from
several countiies where one or more linge hospitals have been made
parastatals or been granted sonie measure ol autonomy (Burandi, Kenva,
Niveria, and Zimbabwe, for example) indicates that these policies have not
resudted ina decrcase i the amount or share of governmment subventions
to these hospitals. Research is needed 1o develop wavs o reduce govern-
ment subventions to Luge hospitals by enabling them o function effectively

with linancal and managerial autonomy,

To achieve a more elfective allocation of resourees, policy makers should
address the demand for resources as well as supplyv. Abthough the majority
of Afric's people wre disadvantaged by carrent expenditure patterns,
there is livde public lohbving for move primany health care. Tmproving -
fornation 1o the public concering the allocation of resources could lead
to more support rom constmers (o potential constumersy for reallocation,
and mav case the political difficulties involved i moving resonrces away

from politicallv power ful instittions such as Tvge arban hospitals. ™

Consumer preferences and political factors. Unfortumately, not enoughis
known conceming consumer preferences for care and what tvpe of infor-
mation will encomage people o seck modern health services. Dataavail-
able from the ivine Standands Measurenment Stovevs (LSMS) sagpese that
H0-60 percent of people who become il in Ahiicac do not visit health faili-
ties but selt-neat imstead. The considerable activine ol private naditional

practitioners cealv meets some level of constmer demand. More basie

iformation is needed concerning private houschold health expenditures

and how these affecr patterns of total national health resowmce allocaton,

Elforts 1o veallocate resomrces available for health canre are olten compro-
mised by poliical factors and historical parterns of resource allocation,

Changing these patterns will likely take a considerable amount ol time; do-

9


http:111alla"'.cl

nors concerned with mproving allocative etficieney should recognize the
complexity ol resource allocation decistons and adopt realistic time frames
for achieving reallocation. This is particudarly true inpoor conntries with as
litde ws ST per capita government health expenditires—these conntries

have less o reallocate,
Cost Contannment—Reducing Waste and Technical Inefficiency

Funding shortages are usually considered to be the principal issue of
health financing and sustainabilie i Afvica. The idea that costs could be
excessive o lowsresotree envinonment has received L less attention,
Nevertheless avatlable evidence sugeests that Lo greater benelits could be
attained with the current Tevel of resource mputs to the secton it waste and
methiciencov are reduced. Unnecessarily high costs of providing services dli-
recthv atlecr financial sustamabilite. A concerted effort to reduce costs by

nunimizing waste canovield relatively rapid resalis,

Exen il nothing i done to change patterns of resowree allocation in Afvican
healthy sectors, considerable caims could be achieved if carrent levels of
waste and other forms of wechmcal inetficienoy were veduced. On if re-
sources were allocated roward a more cost-elfective organization ol services,
mprovements i techmeal efficienoy conld magnily the benetits of this im-
proved allocanon pattcrn. The magnitude of the benefis to be gained s
areat, as evidenced by findmgs regardimg phavmaceuticals. Waste and inet-
ficiencies e so grear m the procarement, storage, proscription, and use
of drugs that onlv 12 percent ol the total amonunt spent by governments on
drugs acnallv reaches paients in the form o good qualine dings. Redue-
g waste and metficienoy has the portential to make an imporane contribu-
ton 1o the sustanabiliny of health services in Africa (Shaw and Elmendord
1995, po 58)

Some anchors have amgned that redncmg waste and technical inefficiency
should have higher poorine than implementing cost-recoverny mechanisins,
The former does not ental the negative cquity comsequences associated
with the Tattersand can save as muach e the wav of tevenues as can be gen-
crated through fees cGilson TOSK Branes [imliv 19910 Indeed, an analvsis
of the dine svarem i Mal Led to the condlusion that no additional re-
sotrces e needed o make diangs avalable e that counnvy's health units

and dispensanes (hranesfaillv 1991, p. oSl
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Morcover, for community financing schemes such as the Bamako

Initiative (BN, keeping the costs o obtaining drugs low is essential 1o
maintain alfordable us v charges. Tnother words, reducing waste and mel=
ficieneyvis a critical precondition for sustaiiabilite of the health financing
mechamsm (n this case, user fees tor dirngs) as well as for the delivery svs-
tenm. Costrecovery is a more feasible option when costs are kept under
control because this enables prices to be kept low as well (MePake, Hanson,

and Mialls 19920 po N,

waste and inetficieney can be reduced. A stady i one university hospital
in Sudan found that there was excessive waste i tood purchasing and pro-
vision at the hospriale Based on this study, anew food svstem was intro-
duced, and {food coss at the hospital were veduced by 65 percent within
four months. This represented asavings of 21 percent ol the region’s hos-

pital non-stall recwrrent budget (Bekele and Lewis 1986, po 120-21).

Finuncial gains from reducing various forms of waste can be substantial, A
sty from Malawi suggested that B percent of nonstalf recwrrent expen-
ditures in the natonal hospital could be saved by simple management im-
provements. Large wrhan tertiany facilities ave major consumers ol health
resonrces and are no doubt characterized by high levels of waste and ineffi-
cieneyv. There are potentially Lrge financial retins to measures thad
woutld correct these problems, allowing for a degree ol reallocation of re-
sources awav lrom these factlities toward those altecting o Liger proportion

ol the population.

Contracting out. Contracting ol specified services to the private sector is
regarded as aomeans o improve etficieney and reduce public sector expen-
dittees. The motivating assumption is that private supphers wonld be more
technicadlyv efficient in providing the spedfied service. Gans in elficieney
covld be expected rom competition lor contracts among potential cuppli-
ersand lrom the imvolvement of private sector firms with more advanced
and flexible management stuctures than existin the public sector. To en-
sure these gains, pubhic sector managers of contracts wonld need to have
the skills 1o establish and supervise contracts to ensure that cost contain-

ment goals e achieved,

However, littde s known about the extent or success of contracting reforms
in Ahica, Inother conntries Timited success has been achieved i large

hospitals™ contracting out some non-clinical services, such as cleaning and



Limndry. The potential for success, in terms of quality improvement and
cost conttinment, mav be less in Alvican conmtries without a well-devel-
oped market of competing private supplicrs. [eis important to anderstand
the preconditions necessary for contracting out to vield elficiency gains

and qualitv improvement. in clintcal and nonsclinical setings.

NGOs and technical efficiency. In most Alvican countries, an important
portion of total health services is provided by non-governmental entities—
i panticular, not-to-profic CIFPY ovganizations, which obten have religious
alfiliadons. The World Bank cstmates that NGOs provide w thivd or more
of all dlinical coe in Cameroon, Ghaa, Nalawi, Ucanda, and Zambia,
There s a need to address the relative efficienay of public and private pro-
viders,and the circomstances under which the private sector mav be more
cthicient than the public. Sl v what are the iplicanons of alterative
organizatons ol health services tsuch as chirch-bhased groupsy tor technical

cificienovr

There mav be scope to establish exphicit contracts benveen ministries of
health and the NGO providers they subsidize, it the NGOs wonld aceept a
areater degrec of govermment mtuence over then policies (Gilson and
Mills 199230 An example of successtal collaboration comes from Nalawi,
where the governmment pavs the salies of stalf workimg ae health facilities
run by the Chostian Health Association of Malaowi ¢CHAND, while CHANM
provides the remaming sesources. Research s needed on the potential of
measures to improve cootdination benveen government and NGO provid-

CLN,

Incentives and managerial autonomy. More information should be dissemi-
nated recanding the woans o whnch waste and inefliciencies can he re-
duced. Are savings justacmatter of hetter management practices, or can
incentives be put m place 1o encomage wastesteducing hehavionr: The
question ol mcentives 1y nnporant becanse i cennallvbudgeted health
sestenis, the overnrdimg fnanaad mcenive s to cnaantee nest vear's bid-
get by spendimg this vear’ s as tapndlv as possibles T pare of @ budgeris un-
spentthis s gencrally notrewarded hat vather punished by areduaction in
allocanon. Developing meentives to teward efficient management is a
challenge that needs 1o bhe addiressed throngh research and the dissemina-

tion ol sunccesstub examples,



In addition to reducing waste and cutting costs, technical efficieney can be
improved by improving quality of care and makimg services more responsive
to consumer needs, Changing the howrs of o health center, for example,
to adapt o the needs of the smrounding population might increase effec-
tive access and coverage rates. To implement measures to improve techni-
cel efficiency in decentralized health sestems, distriet Tevel managers
should be conscions of costs and have enough autonomy to control costs

and instittte changes that can fead o greater techmeal elficiency.
AIDS—A Threat to Sustainability

Cost contaimment is urgently necded because ol among other reasons, the
nnplications of AIDS for the sustainabiline of Alvican health sestems. AIDS
las alrcady crased some ol the health gains achieved by African countries

and threatens to overwhiehn the health sestems of many others,

In addition to it devastating health effects, the spread of the AIDS
pandemic i Alrica poses acthreat o the sustainabilite of effectve health
svstems, T s o special case becaise of the anrentmagnitude and pro-
jected growth of HIV infecaon, the high costs of weating infected people,
and, of course. becanse s fatal, An estimated one in lorn adubis i sub-
Saharan Africa s aheady mteced with HIV, and in some high-prevalence
cities, such as Kigali, one-thivd of the adult population is infected (World
Bank 109300, Fyven il prevention programs are successful i stopping the
annual number of new mfections from growing, the number of new cases
of (ull-blown AIDS will continue to increase due to past growth ininfection

rates.

AIDS atfects the sustaimability of the health sector primarily because ol its
impact on the denmand for care and the costs of that cave. Ainsworth and
Over (1992, pp. 12-15) present some order of magnitude estimates of the
impact of teating all existimg AMDS cases infive Muican countries. The
costs tange hromn 23 percen of government health spending in Kenva 1o 60
percent in Rwandas While acinal costs are probably somewha fess becanse
not every person with AIDS seeks neanment, these figues demonstrate
that AIDS G absorh o substantial share of govermment resonrces allocated

to the health secror I etlect, the use ol services for terminal AIDS cases

mav be aowding out patients with canable conditions,



Morcover, as more HIV cases convert to AIDS during this decade, the de-
mands on health sector resovrees may he overwhelming, A South African

study predicts that the costs of teeating AIDS patients and other THV-posi-

tive persons will increase from less than one pereent of 1ot public and pri-
vate health spending in 19490 to hetween 19 and -0 percent by 2000,
Similarivea World Bank sty estimates thae the costs of drugs and nursing
for Tanzanian AIDS patients may consume up to two-thivds of the
government’s recurrent health budget by the vear 2000 (World Bank
19920y,

These carlv findings raise obvious concerns. Clearly, prevention efforts
must be redoubled, but this, too, absorbs scarce financial and human re-
sources. The donor community is providing much support for AIDS pre-
vention, but not enongh is known about effective prevention strategies,
Fyen with strong prevention, the demands on African health systems will
grow rapidhv during the vest of the decade, unless patients with AIDS sim-
plv do not seek canes More rescarch is needed on treatmentseeking be-
havior of THV-imfected persons in Alvica, but the likelihood is that they do
seck some caresat leastin the carly stages ol the disease when opportunis-
tic Hinesses such as tberculosis ocour frequently. Strategies need o be de-
veloped now 1o deal with the burden that AIDS will place on health
services o the near future. Low-cost alternatives to npatient care are

necded B
Resource Mobilization

A growing number of countries have implemented alternatives to central
treasury financing of publicly provided heaith services. The alternative fi-
nancing measwres involve, cither separately or together, divect user
charges and public or private visk-sharing schemes (ies, health insurance).
The impers for adopting these alternative financing measures has been
the need toansbilize additional funds 1o maintain service provision and the
metficienov and mequity that wise rom using public resources 1o Tund

personal health services that do not have broad societal benefits.
User ey

Charging nsers of health services ona lee-for-service basis is it connmon
practice of private non-profit and for-profit providers in Africa and is in-

creasing anmong public providers as well. While increasing revennes is one



objective of cost-recovery policies, achieving a high degree of cost recovery
should not be, inand of itsell, an objective of public health policy. Cost-
recovery measures cian be useful instruments for achieving public health
objectives, such as o sustinable health service of adequate quality. Inthe
public sector, theretore, cost recovery is o means to an end rather than an

end in asell.

Table 2.

Revenue from User Charges in
Government Ilealth Faceilities as a
Pereent of Recurrent Government
Expenditures on Ilealth

Country and Ycear Percent of Recurrent
Expenditures
Botswana, 1983 1.3
Burkina Faso, 1951 0.5
Burundi, 1982 4.0
Cote d'Ivoire, 1986 3.1
Ethiopia, 1982 12.0
Ghana, 1987 11.8
Kenva, 1984 2.0
Lesotho, 1986/ 5.8
Malawi, 1983 33
Mali, 1986 2.7
Maurnitania, 1986 12.0
Mozambique, 1985 8.0
Rwianda, 1984 7.0
Sencegal, 1986 4.7
Swaziland, 198879 4.6
Zimbabwe, 1UK7/8 3.0

Sources:

Barnum and Kutzin 1993 (Botswana, Lesotho); Collins
1990 (Swazthand); Heeht 1992 (Zimbabwe); Vogel TORK
(Cote d'Ivoire, Mali, Senegah): Vopel 1989 (Burkina
Faso, Burundi, Ethiopia, Kenva, Malawi, Mauritan,
Mozambique, Rwandiwy, Waddmgton and Enyimavew
1989 (Ghaiay.




Cost recovery can nonetheless he very important for achieving policy objec-
tives. Because government budget allocations are subject to total resouree
availabilitv, which is—particularly in Alvican countries—often closely linked
to the mternatomal price of o few export commoditics, government fund-

ing for health tacihnes and programs is often unstable. Health sestem users
are often the ondv alternmatve revenue source, panticulan v in nal setings.
Therefone, vood costrecovery pet forntance (e, collectmg o hich propon-
tion of operating costs - the form of user feest can be the oniv wav 1o en-

sure the avarlabiline of publicly provided health services,

The revenue potential of user fees: The revenue performance of use
chavges in African conntiies is mixed. On o natonal Tevel, as Table 2
shows, user fees have contitbuted asmall percentage cosnally Tess than five
percenty ob aperating revenues for publich provided servicess Thas has
been duc o several Lactorss oby prces ane setat Tow Tevels relative 1o ser-
vice costss espeaallv s hospitals where covermment recirent resotnces ae
concentiated:s ¢ the poor quahite of seivices and the Tow meome Tevel ol
much ot the populaton T the wailhmeness o pas Lo government health
servicesy and O many nsers who e able to pav avoid pavinent becanse
public user fee schemes we poorlv adiministered and excmptions exist fo
non-indigent persons, !

The potential exists o mcrease cost recovery by adjusting prices and -
proving adminsuation of user fee sstems, but the porennal for user fees
to generate asubstantad share of total tecanent revenue tor government
headth services s limited o probablv nomore than 1 percent (Creese
FOOT, po B Rovte cealb 19920 po Sy Lo wonld be ditficalt o collecr a
greater amount without severe consequences for the ise of senvdces by the

I)()()L

Thus, as a finanaal resonrce user charges can be expected to generate
onlv a maodest supplement o nanonal health revenues Moreover, for nser
fees to serve as alinamcral tesomoe for hiealth servaces, the revennes ol
lected st be retamed Tor vse withinng the Liealth ssstem T som, conm
tries, all fee revenues must be sent to the contral treasany, .ond there s no
guarantee thar covermment hudeer allocanons will rowand caood tee colled-
non performance. Comaernsely, evenl the health services coanretan fee

revenues, govermment budgetuy authonties sechimg o redace thenr over
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all expenditures mav reduce their budget allocations by the simount ol lees

collected.

Despite the relatively minor contribution of user fee revenues 1o national
health budgects i Arica, studies have demonstated that conmunity fi-
nancing schemes such as those operating as part of Bamako Tnitatyve! wvpe
programs have been successhul at seneraime a sabstantal percentage ol
operating costs throneh vser charges. ™ Because the costs per it of ser-
vice tend to he much less ata health conter o commmumiy phanmacy than
at large hospitals where vnost govenmment funds are concentnated, commu-
mity facthines conser prces that more closelv rellect operatmg coses, Come-
munity Hnaneme sostems olten beoefit bom dlose oversie e and
ivolhvement ot aovdbace o distncr hiealth commmtecs There also appears to
be agreater willimzness o pan tor toneible produces sachas dings ™ These
factons e kel explinnions tor the hetter costrecovens perlonmance ol

conmumnty financmz schemes compared with overall nanonal programes,

Mthough vser tees tor pubhch provided health serviees have not made
sienilicant contmbuton to overadb health revennes: costrecovery has en-
abled the contmued operation of peans unportoat conanmnncdevel health
programs. Revenues sencrated throash aser Tees can he venvamportantal
the tachin Tevel becse of the discrenonany meome they provide to man-
agers and the prodocuans ampheonons of addime non stalf recient
pris bospnie o relane s simall contohunon 1o nattonal hiealth cevennes,
theretore, contrccovon ton publichv provided serviees canmab e an mpon
tant Corghrthotron to the brnvcal sietamabn iy of hrealths services [has evi-
dence adso sweesis that aonone covermment health facthnes, hospials have
been the Tease successtul ar covenmn then operating costs with usel

charges

Nreview of cotmnmnny o Shriencoes with costrecoven Iunllt 1es Jor hran ty
public hospaads o developme conmties concludes thar the most mpor o
measure for mamtmune the rovenue potential o wecr fecsoas that the Tevel
of prices e adpaacd el o beop pace waikh it betion cBaronm aned
Rtz 100 o i o Phie condchigon has cencral apphoation
throvebone the oo Tocvesal conunine Bt e ana bo ol e Zome
babwe Lo csomple for whch o ot of covenment s necded 1o
chomee fee fevel poe s renoancd anc b d o v v The conses
quences of this were thar the porconize of sovernmens health expendi-

tres vecovercd thoosh tees tell dbamacadhy Moontamng the ceal Tevel of
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prices does notalfect equity negatively, so the poliey recommendation ol
the authors is that periodic adjustment of fees be built in to any system ol
user charges. This policy is most hikely 1o be successtul i price changes are
anadiministrative or example, i fee Tevels we ted 1o a price index)

rather than a pohtcal act.

NGOs and user fees: Pxperience with user fees for private non-profit pro-
viders is vervdillerent Tnothe provate mission secton, user linancing often
supports more than D0 percent of recurient resotnce needs Fvidenee
hom asample of S8SNGO hospitals shows aslighth Tower contibution ol
fees o total tevenue rangimg from about 25 o 1 percent (van Lerberghe,
van Balens and Kegels TOS9 ppe 272500 Neverthelesss these amounts
tended vo be areater than the anounts o covermment subventions to

the NGO hosparals,

Why e musston facthties more successtul at cost recovery than those owned
by covernment- There e o number of posaible explananons, some or all
ol which mav apphoro ditferent degrees e different settings. These can be
crouped o tvo categoniest condions that Tead o greater revenne col-
lection and conrdimons that Jead to Tower costs. Grealer revennes can atise
asaresude b hieher pocessmore sl naness to pay fees and greater efforts
to cotlect foes Tonwer costs conld result rom greater efficienoy o underes-
finattion of the costs ot providineg servicos e misston faahies: Eyvidence of
cach ol thos jrovke Pl coanaes ol ChedAlel conb TecoN ey T nisstott health Ta-
crthres o hiorted s aod more veseare b ane b analsvtical worke v needed to assess
the relatnve nopontance of cach The cnmcal polioy ssae s o define the
veasons for Better costrecoveny perbormamce i NGO Laahiies that canand

shondd Hhe tansplanted to covenmment Lol

Revenve collevnon s he crearer i NGO Laolhines sf ata enen Jevel of
prices they doachotor pobe ot acmallv collecnmy paviments This mav vesul
from the vebive adommstiane capaai of the taaln, different mcentives
for ethorenc colleoiion o hoth Foevolleonon would olso he creater 1f
misston Lacthties chorecd e ey prrces on senved o higher meome seoment
ot the popalaton Dol fee collecuon wonld bhe oreater i the
poepralanon s wlbime e o o were sreater for NGO than for covenment
serviees A pat oo ae posable mcome dilforences smong asers, greaten
willimgness ooy wondd resude troan the heliel i NGO services were ol
better qualin Winle no stadhes have condlusnels demaonsirared that NGO

services e of apenor quialin strong anecdotal evidence and observanons
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suggest that most people in Alrica prefer being weated i mission facili-

ties.”!

The reported costs of providing services in NGO Lacilities may be lower for
two reasons, First, NGOs mav maanage then resowces more efficiently than
government facilities and thus provide sevices ata lower cost per patient.”!
Another possible reasonis that the costs reported by missions mav he artili-
citlly Tow becanse they often receive donations o free supplies or other in-
kind conuibutions: incdudimg expatriate services that are externally funded
(DeJong 199 po 910 1 these inputs are not incladed as parc ol ol
health facility costs, revenue collections wilt appear to be a higher percent-
age ol ol recunent expenditires than they would be it all operating

costs were valued.,

Autcempts should he made to incorporate some elements of NGOs™ user {ee
revenue performance into govermment health facilines. e would be ben-
clicial for public facilities to sengthen their administration and also be
given incentives 1o collect fees by being allowed some measare of fee re-
tention.” One aspect of qualite that has been raised as an issue imomany
community focus group studies and that can be changed i public Lacilities
is improving the antitude of health workers toward patients.
Nevertheless, it is easy 1o recommend that the quality of care be improved
and that waste and inethicieney i covernment Lretlities he reduced, b
several reasons why mission facilities appear to have higher quality services
may be dilficult for government lacilities to replicate, at least in the short
run. These have moddy o dowith the managerial and administranve ca-
pacity of missions, which often receive external support. Making similar
improvements in govermment facilines will ke a long-term commitment
to building the necessay institutional capacity (Korte etal, 19920 pLi—1).
I addition, il the poor tend 1o use public facilities more than higher-in-
come groups. there inav be substantial negative equity elfeas if govern-
ment Lacilities vaise then prices 1o match those inomission factlities 1o

increase revenue collection,

Demand, price, distance, quality, and income. A reconmunendation to im-
pose or inerease user lees o amarease revenues is based onan implicit as-
sumption that the percentage increase in price would be greater than the
pereentage decrease e the number ol patients using the services as v con-

sequence ol the price increase. A munber of studies have found that, in-
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deed, the demand for health services appears to be relatively price inelas-

tic, at least for the range of prices that have been stadied. ™

However, demnd does not depend solelv on the price changed for a ser-
vice. Demand for core from any particular provider depends ona great
many factors in additnon 1o the expected price of neatment, including un-
derlving epidemiology, individual perception ol allness (e does my health
problem mevit medical attennonz ), perceived quahin (e expectation
that a specific provider will solve the health problemi, expected tansport
costs, expected tme cost Gand how the individual values this ey, who
decrdes Guthe household levely whether anindividuat will seck care,
houschold incomeand control of household vesources. This paper fo-
cuses on five policv-relevant demand determimants: user feesomonetary

costs of travel o health Tacilines, time costscincome, and perceived quality,

While studices have shown demand for health services to he relanvely price
imelastic, higher prices do deter demand 1o some extent. Indeed, one ol
the rationales connmonly used o support the implementation ol feesis, il
they have to pav cach time they nse sevices, “consamers will be more sen-
sible e then demand for services™ (AR, Birdsall and de Ferrana TOS7, p.
260 However, thereas no evidence from anv study thar implies that the
use reduced because of the imposition of fees was "unnecessary™ (Creese
1991, p 317 The other monetry and e costs that mdividuals face
when seekimg e are probablv enoughe of a4 deterrent o mappropriaie
use, and thuas, e gencrall this justfication for the mmplementation of user
fees m Alncan conntes s not warranted. " Studies have also shiown that
price clasticity imceases as icome fallss Tnother words, use by poores
people is deterred more by price increases than is that of vicher persons, ™
Analvses from Zanre, Ghona, Swaziland. o Lesotho reach the siane con-

cluston (Creese 1991, pp. 316317,

Travel thme has been shown 1o have a simiku deterrent effect, by a hiouse-
hold stvey conducted i Core d'Ivone i TOSH at that time there were no
user fees m government health facilines. Malovariate analysis o the data
revealed that the effect of tavel e, which reflects the moncetiory cost and
thne cost o accessing o health facilite was very similar to the elicor ol user
fees. The elasticiv of demand with vespect to travel tme was highest lor
the lowest-income quartle and lowest for the highest-income quantile. In
other words, avel time was found 1o bhe o greater aceess barrier for the

poor than for higher inconie persons. This evidence suggests, therefore,
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that an increase i the user's cost of gaining access to care will deter use by
lower income persons to a greater extent than by higher-imcome persons
(Dor, Gertler, and van der Gaag T987: Dor and van der Gaag TO88; Gertler

and van der Gaag 1990),

While studies have examined the elfects of price increases on use, little is
known about how different svstems of paviment for services would alfect de-
nund. T would be uselul o know, for example, the likeiv elffects on de-
nand of different systems, such as flat fees, differentiated fees, fees per
episode ve fees per sevice item consumed, and prepavment (Creese 1991,
pATH Under Kenvads costrecovers progran, i switch from i consulia-
tion fee 1o a ding fee resulted in increased use rates, primarnily because
constimers associate diues with elfective treatment.” Also of concern are
the so-catled ethical implications ol cach tvpe of pavinent. For example,
pavinent based on taxaton requires legal enforcement—a more COCrenve
form ol user fee than some other sestems such as voluntiey prepaviment for
health insurance, Taxes, however small, also set a precedent=—as health

CAre Costs rise, so will taxes.,

The ellect of different fee collection svstems on the poor is an important
policy issue. Although an increase inuser fee levels wonld, by itsell, reduce
use most for lower-income persons, astudy from Cameroon suggests that
when improvement in the perecived guality of services accompanies an in-
crease in user fees, demand lor senvices mav acteally increase, and the
poorer strata of the population mav increase their use by proportionately
more than any other gronp (Linvack and Bodart 1993) This sondy looked
at health center fees and the perceived qualiy of services (s proxied by
the availability of high qualite drugs) in the Adamaona provinee. Overall
utilization of services mcreased sienificantly more inarcas where lees were
implemented and the new revenues used to improve drug sapply than in

arcas that witnessed neither fees nor quality changes,

Since the time and navel costs of reaching alternative sonrces of caoe
(where the availabiline of dings was relatively asstred) were high, house-
hold sivey data tevealed that the availability of good-gualiny services at the
local health center encouraged more peoplesand proportionately more
poor people to seek cares Even though users faced inareased costs from
higher Jees, this was more than offset by the veduction in tavel and time

costs made possible by the improved quality of local Tacilities. In eflect,



implementing user fees and using the fee revenue to improve quality re-

sulted ina deerease in the total cost of accessing care of acceptable quality.

The Cameroon study does not imply that fees are good for the poor; the
vise in price and change i qualitv are two separate effects. However, in
avcas where governments cannot be relicd upon 1o provide sufficient re-
sources for health services, charging fees and retaining the revenue to im-
prove the qualiy ol services can be an appropriate means for making care
more avatlable to the pooraaf the overall effect is to reduce the individual's
expected total cost of receiving effectve treatment. Inerceasing {ees with-
ontmeasures o amprove qualitv will hurt the poor dispronortionately and
will likelv ereate or mcerease general discontent with governmment health
services. I other words, fee increases should be linked to improvements
in the qualiv of care (Fllis TO87, p. 996; Barnum and Kutzin 1993, pp.

151=00).

Based on analvsis ol household data from Meru, Kenva, a policy simulation
lound that increasing the avalabth of drags and reducing the distance to
facilities increases demand (Mwabu, Ainsworth and Nvamete 1993, p. 50).
Other policy simulations of fee mnereases and quality enhancements in
Kenva (Mwabu and Mwangi 1986) and Nigeria (World Bank 1991) found
that qualiv-mduced demand increases outwerghed price-induced demand
decreases, Teading to estimates of an overall increase in atilization as a con-
sequence of these policies. Converselv, simulations of pohicies in Cote
d'Ivoire and Peru that would achieve full cost recovery and reduce travel
tme to zero were found to reduce use and weltare (Gertler and van der
Gaag 19490).

The onlv so-called real world experience of a price inerease combined with
quali: enhancement that has been reported o date has heen in
Cameroon (Litvack and Bodart 1993, This experience suggests that it is
possible o use fee revenues to improve quality and reduce the cost of ob-
g ctfective care. To detenmine if a price inevease will lead to an in-
crease i demand i the revenues generated by the price increase are used
to nmprove qualitye one must know the quantitative impacts ot cach of these
measires on demand. Several empirical questions arise and suggest a

necd for further exploration: (13 by how much will nse by specific socio-
cconomic groups fall moresponse to a price increase; (2) how much ol an

merease inorevenue is needed o impeove consumer-perceived quality; and

22


http:lImv('.Cl

(3) by how much will use by specific sociocconomic groups increase in re-

sponse to a given improvement in pereeived qualie ™

Another less technical but no Tess relevant issne conecerns the capacity of
health Laeilities to nse revenues to improve qualine Indeed, a study in
Ghana found that many health facilites that were entitled to retan rev-
enues for their own use had not spentany of the funds o which thev were
entided (Waddington and Fnvimavew 19490}, The suceessiul experiment
in Cameroon deseribed above may prove difficult o replicate ona farge-
scale basis because it received considerable external support. Inadditon
to financial management skills, success inusing, fees to improve quadity re-
guires that there be instimtions, such as raral bhanking facihties, where reyv-
enues can be safelv stored with their value maintuined, This is particularly
important in highly inflationary environments. More disemination of field
successes is needed o provide information reganding the institntional pre-

conditions for using retained fee revenues 1o HIProve ueality.

Many of the studies cited above (lor example, Mwabu, Ainsworth and
Nviumete 1993, Litvick and Bodart 1993: World Bank 1991) have found
that the extent to which drags are available ina health facility has an -
portant positive impact on the demand for services in that facilitv. In other
words, people seem to equate the availability of drags with a higher prob-
ability that they will receive effective neatment. Thus, inmany studies,
drag availability is used as aproxy meastre of the population’s perception
of health facility quality. This pereeption of quality may ditfer from - pro-
fessionally determined assessment of quality, however. Financing schemes
that are organized around cost recovery for drngs, such as those thatare
part ol the Bamako Initative, may create an incentive to sell pharmacenti-
cals to agreater extent than s medically necessary (McPake, Hanson, and
Mills 1992, p.iv).

China's experience saggests that drag pricing policy can lead o overuse,
Health facilities e allowed o substantial mackup over their acquisition
costs for the sale of drugs, and, by the Tate 19805, average of 2.3 drugs
was preseribed per patient contact with the health systen nearly one-half
of all health expenditres inthe counuy was for drugs (Bumgarner 1992).
The issue that policy makers must face is how o charge for dimgs yvet limit
the incentive 1o overprescribe. On the demand side, iformation is

needed on how people assess quatlity and whether informagonal interven-
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tions are necded o counteract the idea that, when it comes to pharmaceu-

ticals, more is beter.

Incentive pricing. One rationale for the implementation ol user fees is
that a positive price will encourage more efficient consumption of health
services than a zero price. As stated above, there is no evidenee o dae
that suggests that the use that has been deterred through imposition of
user fees was not necessiy or desirable. The other costs facing potential

users of services e prohably safficient 1o deter superfluous use,

However, the siructure of prices across different wvpes ol fadilities does al-
fect patterns of uses Prices should therelore bhe used 1o encourage desived
patterns ol use by for example, rewarding or penalizing appropriate or in-
appropriate use of the referval network of factlivies (Bis 1987, . 096,
Barnum and Koo 1993, po 1540, Penalties, such as bypass chinges, are
not appropriate for people who happen to ive near ahospital and would
thus use this facility as a first contact point with the health svstemn, Mea-
sures to provide fist contact services inan elficient manner to this group

need o bhe developed.

For services provided by Afvican ainistries of health, fee levels are gener-
ally highestin Luge tertiary hospitals and lowest in the most peripheral fa-
cilities, as in Ghana and Zunbabwe. In Kenvacand Uganda, free hospital
services (and, i Kenva, hree health center services as well)y provided an in-
centive [or people to bypass lower-level services, which chinged a fee o
drags (McPake, Hanson, and Mills 19920 po 3D, Fven in Zimbabwe, where
fees for MO services are araded acearding to Lacihite complexity, the pres-
cnee of muniapallv-tunded health centers operating under different prie-
g rules has led o problems. Tnone town, for example, the price for an
outpatent consultation at the provincial (MO hospital s Jower than the

fee Tor a consultation at a nearby nanie ipal clinie. ™

Arelated issae concerns the coordination of prices among government
and non-government health facilities that seive overlapping populations.
In some countries, govermment health authorities regalate the level of
prices thin can he set by NGO facilities (Swazilind, lor exaonple), but this s
not e for all conmtries. Inregions where non-government providers play
an important role in service delivery, health authaorities should work with

these facilities to encowage price coordination. Examples of successiul



price coordintion dacross Lactities owned by different institutions are

necded 1o sugeest how this can be achieved.

Another aspect of efficiency in the consumption ol health services related
to pricing policy is that policies should be in place to inerease the use of
services that would otherwise not be adequately consumed because ol mar-
ket failures such as externalines or informational deliciencies, For ex-
ample, treatment of patients with communicable diseases henelits not only
the patient but also other members of the community who would have
catght the disease Hor example, tuberculosis, svphilis, or HIVY from these
paticnts i they had not been treated. One way 1o encotrage persons with
communicable conditions to be treated is to provide such services Tree ol

charge.

In many couniries (for exiample, Fthiopia, Ghana, Mali, Niger, and Zimba-
hwe), no fees e charged to teat wberewlosis in government healthe factli-
ties. However, all of these countiies charge for teatment ol sexually
tansntitted discases (STDs) which are also commumecable. 1 these
charges e causing persons with STDy to delav seeking cne G cmpirical
question), policy makers should consider waiving them becaunse the social
costs of not teating an STH case are far greater than any revenue lorgone

by exempung the case from paviment.
Risk Sharing

An increasing number of countiies e examining risk-sharing options as a
means (o ncrease cost recovery in health, improve the organization of ser-
vices, and expand aceess (Vogel 1990y Nevertheles,as indicated i,
Iealth instrance is not well-dovetoped e Mricas Since most health serviees
are heavily subsidized, covernments are imphcity covering an individual’s
risk of incuring a caastophic level of expendinnes, even though this cov-

crage s notactnalle hased.

Interpreted nthis ight government inance and provision of services isa
[orm of socal msuance, with anv user charges serving as 4 copaviment,
This svstenm limits the demand for more explict forms of health insurance,
High adimimstative costs and the Tack of strong imanagement skills o msti-
ttional premum collection mechanisms i taral areas alo inpede the
growth of health insurance in Abica Health imsurance s nsually organized

for emplovees working in the formal sector of the cconomy, and this tepre-
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Table 3.
Percentage of the Population Covered by
Health Insurance in Selected Countries

Country and Year | Population Percent
(millions) | Covered by
Insurance

Rurkina Faso, 1081 6.7 0.9
Burundi, 1980 4.9 1.4
Kenva, TUSS 21.2 11.4
Mali, 186 7.6 3.3
Nigern, 1986 103.1 0.04
Senegal, 1991 7.2 13.0
Upanda, 1991 10.8 0.0
Zambia, US| 5.0 0.1
Zimbabwe, JURT 8.7 4.0

Reprinted trom Shaw and Elmendort 1993, po119.

sents onlv o small percentage of Alvica’s population. Ina few countries,
most notably Zae, health insuwrance programs have been implemented for
persons. such as sell-cmploved farmers, working in the non-formal sector.
Expenience with these ninall population-hased (as opposed to cmploy-
menthasedy schemes s himted. but i saggests thae thes may have the po-

tental to make an mportant contibinon 1o health fimanding,

Should governments promote insurance coverage of formal sector work-
ers? There s considerable toom for expansion ol cniploviment-based insur-
ance m Ahcan conntnies, even though such msurance would mevitably he
Fimted to o mimonmy of the popalaton. Some studies have recommended
that governments promote this tope of health isurance hecause the
highcrmcome wroups that would he covered by amsirance would nse more
privately provided coares frecng up govermment resow ces that could then
be beter tngered o Tower income groups. Tt unght also he possible o
vse revennes rased throueh crnplovinenthased plans to fund Loge mrhan
tertiny hospitals hecanse, moman counties, most of the heneficianes
would hve i the same aivas the Lugest hospital- - potentially permitting

poverniment funds to he veallocated 1o more cost-elfective services,
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However, the Timited available evidence suggests that the result of such
meastres s not a greater concentration of government expenditure on
services provided to Tow-income groups, but the reverse. The reasons for
this have to do with the manner by which governments encourage expan-
ston ol insurance and the sowce of financing of the services consumed by
the insured. The equity problem is magniticd because the insured tend o
consume more sepvices as consequence ol the improved financial access
provided by insirance (this is olten referred to as moral hazaed). Because
of these problems, several authors reconmmend cantion when considering

expansion of insurance for @ relatively well-olf segment of the population.™

Under what circonistances will expansion of health msurance lead to -
creased provision of health services tor poorz - Governments can encourage
expanded health imsurance coverage of formal sector workers by making
contributions from cmplovers and cmplovees mandatory (Shaw and
Elmendort 1995 po TE A problenn iy that, i most Alrican countries,
government itsell is one of the largest emplovers and so it would be in-
creasing ity expenditures to benefit a group that is relatively advantaged

compared with most ot the popultion.

In Burundi, tor example, there are four tmes as many beneficiaries of the
insurance program for government emplovees and their dependents (the
Motuelle dela Foncton Publiue, or MEP) as there are emplovees Gand their
dependents)y in the formal private sector. The MIP has been the canse of
gross inequity m health care spending i Burandis Tn 1991, 1o example,
total reimbrnsements paid oar on behall of MET benehchuies were equiva-
lent to 68 percent of the Ministy of Health budger, vet MEFP beneficiaries
constitited less than six percent of the entive population. Morcover, gov-
criment was the source of 60 percent of MEP revenues through its so-
called crplover connibutions (World Bank 19930) 0 As acresult ol these
actons, o dispropariionate share tabout 50 percenty ol government health
expendittnes (MO plos govermment contributions o the MEP) was allo-

cated o services consumed by csmall and cconomically advantaged groap.,

Governments can also encotnage cmplovinent based private health insur-
ance throueh the s satem. In South Afvica and Zimbabwe, for exanple,
private insurance s nghlv sabsidized with s dedactions for emplover and
cmplovee contributions (Workd Bank 19934, po 121 While the ulamate
impact of these measures on cquity also depends on the souree of finane-

ing for the health services consumed by the insured groups, this method of



encouraging private health insurance, similar to programs that use direct
contributions from government (as in the Burundi exaample above), consti-
tates a government subsidy for o relativelv well-off segment of the popula-

tnon and is thus questionable on equity grounds.

Despite the problems discussed above, government support for insurance
ol lormal scctor workers in Afvican conntries mav be justified il newly in-
sured persons switch from publicly financed care o privately fimnced care
to such an extent that the magnitade of public vevenues freed ap from
this switching is greater than the covernment subsidies used o induce this
change. Unformmately, the Tunited evidence available onlv provides ex-
amples of where this has not ocomed. Ancimportant reason why insuring
onlvassmall part of the population has led to inequities is that such cover-
age mereases fimancial aceess to care for a group that ahready had bener
accesscand this has resalted mincoreased consumption of privately and
publicly finaneed care. This issue of casier access lor the insured 1o ser-
vices that remaim heavilv sabsidized must be addressed by African health
policv makers considering expansion ol fovmal sector emplovinent-hased

mnsurance coverage,

Policy miakers need o define the conditions under which expansion ol
health insuvance o formal sector emplovees will improve the trgeting of
government health expenditures on the neediest groups. Theyv then need
to determine the likelihood that those conditions can be met i their
county. These ave topies for which countiv-specific research is needed be-
fore procecdimg with policies to expand coverage. Hosulficient political will
can be mustered, govermments should consider measimees that would mini-
mize subsidies to msued sroups, such as charging instired persons in pub-
e Tacilines rates that would more than cover their costs of e, thus

allowing Tor some crossssubsidization of services provided (o the uninsured.

There is inde available documentation concerning private, cimplover-spon-
soved health nsaance i sub-Sahevan Arica. While the formal private see-
tor does provide some health insurance, in nean v all Alrican countries it is
not ol sullicient size to cover asignificant portion of the population. Nev-
crtheless governments mav be able o diaw Tessons from emplover-spon-
sored marance sestems, and the velationships between these svstems and
service providers, Another potential, but unexplored, area for government

imvolvementis in pooling together small mswance schemes, public and pri-
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vate. i theory, this could Tead 1o a reduction in administrative overhead,

ceconomies of scale, and expanded coverage,

Rural health insurance. Although health insurance is usually considered as
an option onlv for the population working i the formal sector, rural pre-
pavinent schemes are drawing increasing attention as o means ol linancing
and oreanizing health services within a distict setting. Indeed, Korte et al.
(1992, po Sy suggest that the development ol decentralized risk-sharing
schemes is of paramount importance for the sustinabilite of health services
in Abricas Interest in these schemes comes from then potental to generate
much greater tevenues than with user fees and o do soina manner that
has fewer demand-dampening eftects than o svstem based on charges

the point of service,

One important advantage of prepaviment is that it can limit the effects of
seasonal meome Hucnitions onaccess to care. The review of five country
examples of the BE noted that, in cach case, sirvey respondents indicated
that the seasonality of income was i important constraint on use (McPake,
Hanson, and Mills 1992, p 2710 By collecting a contribution when cash -
come is highest, financiad access can he guaranteed even during seasons
when much of the raral populition is cash poor. For exainnple, avillage-
level prepavinent scheme for diugs and basic services i Guinea-Bissau is
funded through annual collections made shortlv after the havest, when
cash s readilv available in the village (Chabot, Boal, and da Silva 1991, p.
18).

Similarly, in Zaire's Bwamanda health zone, annual collections for a prepay-
ment scheme for hospital services are made during the season when cash
incomes are highest (Shepard, Vian, and Klemman 19905, The success of
this approach is reflected i the enrollment vates a hieved in these volun-
tary schemes. Sevennc-five percent ol the aduh population was ciolled in
the villages studied in Guinea-Bissau, and 60 percent ol the population was
cnrolled in Bwamanda. ™ Those not covered by insarance were required to
pav the fall fees chaged achealth facilities. During periods of the year
when cash incomes were low, these fees were a particularly difficult eco-
nomic batrier (o access, Those who prepaid for thenr care cihrcumvented

this problem.

The prepavinent plan organized and managed by the Bwamanda health

zone in Zaire illustiates a number of features eritical to the short-and long-



term viabiliey of vurval health insurance in Afvicas Conversely, the voluntry
nationwide rarval health card scheme in Barandi (the Carte d'Asaioancee
Maladie, or CAND illustrates some ol the problems that canase with aru-
ral health msmance program if it not well-organized. Tn briel, beneficia-
ries of the Bwamanda plan are covered tor 8O percent of the existing fees
for hospral cue b thev were veterred from achealth center (where pa-
tents must pavi. The health zone and the prepavment scheme are man-
aged by the same entiv, which s heavilv supported by Beleran techmcal

assistane e,

In Brrondi, the CAM entitdes the card holder and his or her divecr depen-
dents hsted on the cand o free health careomcdadimg drags, i govern-
ment health centers and hosprtals. Unlike the Bwamanda plan, the cnd
can be purchased at anv e during the vears Despite these provisions,
however. onlv about 20 16 20 percent oo the populanion buss the card na
aiven vear (Woild Bank 199500 The expevience of these paral health -

stance programs iflostates several mportant lessens,

The Bwamanda msurance plan hos achieved muack berter financial perfor-
nance than Burandi’s CANM because of difterences in enrolliment rates,
preminn fevelsoand the vve of funds The celatvely high envollment rate
m Bwananda cm be avnbuted to aonumber of factorss Fastand perbaps
most nmportant most of the populaton behieves the scheme provides access
to good qualin health services. Second, high fees are charged at the hospi-
tal, so there s real fencal nsh assocted wath e illness vegqunmg hospi-
talization. Thud the premmun s aftordable o most of the population,
even though premums have beenmacased evervvear 1o keep pace with
high mtlaton vates by hinkimg the prce 1o the value of tvo kilograms of soy-
beans, a commonly produced crop. The tevenues hrom premunmns and
copavments dinectly finance the operating costs of the zone’s health racihi-

e,

In Burunds, gqualitv of caoe in public facibities is teported 1o be poor, with
drug stockouts acommon occnrrence . N sunvey of the raral populanon
found that this was the leading veason for naot boving o not senewing the
cardd. The need Tor the cond o also tndevimned Yy the very Jow fees
charged at health conters Contnibunion of the CAN s also Tnmated by the
low Tevel of the premmuom, whnch has not heen adjposted since the scheme
was mtroduced e T98 1 Finallv, revenues from CAM sades tevert o local

government authorities and thus do not finance healith services direatly,
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The consequence of cach of these factors was that tevenues rom CAM
sales tepresented onlv about three percent ol Ministiyv of Health vecmrent
expenditires e 1990 I Bwamanda, substantal revenues were generated
from the combmation of prepaviments and copavments from the prepas
ment scheme aned nsed to finance health senviees mothe zoae A hospieal
costs [or beneticnres were covered by premmun mcome e TOST and TUORS,
and cost recoveny e the hospind went from S percent e TS5 ihetore the

insuranee schemer 1o 79 percent e TUNS

The Baamanda plaa dlosnares hiow a finanomyg mechamsm can heaomeans
to oreamze distirct health services by enforcme stnct teferral requinements
and allocatme cosormoos o ense that adequare quabin s provided ae e
st contact ponit with the Tiealth seremns Eyvens thonsh the imsuance plan
does not cover heabibe conter conesthe phoacwdb ondy poy ton hospital caieal
ahenchonay hosboon relorred The moentve Lor v the appropinde
first contact fLoohny s thos Dol dinectdy oo s renmbinesetrent rales

Phese sndes are made caster to enbonce hecase the msmeer and the o
vidder manacer of core ton the distocr e the same ennny e diedt
tather thon thind paoec msarances T Booaned thie CAN s merclhy a finan-

aal mechanesa

A potental problenswith any voluntay msiance program s adverse selec-
ton-—the creater propetisin tooenroll those persons who espect o neeed
cares s problen o widesproad e can canse sovere B e ihalances
hecanse the seltwcleorcd enrollee s b el o o b creater costs than
would an avene memiber of the popalaon The Baananda plana
termpts to it adve e selortion i tuo s Poost, conollment s limned 1o
one pencd dovme e soa T B g vvons ol prrchase dhie C AN
Aty e doome the soan e oy would cneaoll post preon to hostaliza
tnore Scoond s covernaee e e Baaranda plie s for andivdvads e
than Lalics Bt gl oo foobe mcmber jone all st oo Flos provision

Pingds the ofbe o b adverse celoction

Nevertheless the eaned vecd hiospatal care ot nearly seven tines the vate
of the vmmsuecd s Pecanmoeds and thas s peobabbc due i poat o the
cnrollment of per o s e crod o o s advere e Alth event

Mont of oy dtferome e e oo e probhabde doe o the pieaner brancod
dccess o e tor nvcd poreans The sl e problom ol to e
plover has s hemes o conmes where convcnae oot i 1l

use patterns hetween the anaocd and vnnoesaned ditter nank cdly
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Critical Lactors contributing to the sustimabilie of the Bwamanda plan are
strong management and the provision of services perceived 1o be of high
quahitv. Both of these factors e Tacking i Bunondis Phe Baamanda plan
benetits rom several chatactensies that mav not he casy o replicate in
other settmes  Fost the plan’s management eam has, over tme, sained
the conbidence of the populanon. Strong management was developed
with the support of Belem techmeal assstaarce Ao stione community
heabth and commumn development compmtiees were ivolved s develop-

mg the scheme and spreadime awareness ob it among the population.

Second. essental dives procmed at Tow cosewere regulary available
Bawamanda, Thod the zone has one relerence hosprad and several geo-
graphicallv separate health conterss so there was hitle competinion among
providers o the zoneswhichmade i posable o reach a cnmcal mass of sub-
scrthers Fourth Tocal mstianons for the mvestinent of money wepe avail-
able tomvest colleated tevennes ata positnve teal miterest rare, and funds
were absavsed o prochase drogs imediately as o hedoe aeanst it laton,
Foadhe the zone s mbrastonc e was developed satficienty oo adlow for fre-
quent supenvston visits to perphecal facdities to montor qualing ac this

level
Lquity—DProtecting the Poor

Partof the above disoission ot veson ce maohilization focuses on the conse-
quences tor e b the poor of naplementmg ar s user charges. The
advent of contrecoveny momost cotnes of sub Sahoran AMoea, tovether
with dechmme GNP per ot i i of those conntes, makes poted
aon of the poor e cspecadls nnporimt e The devalieion ot the CEA
franc i ooy Pt yensabied this ssae Tor the conntnes e the CEFA
semeandd Tedb o cencrab andanon and Tacher proces for dings e partoue

RY

The cencrallh vecommended polhic o mteate the elfects of fees onaceess
for the poor s o csemp them brom pavang fees Y revienw of Tee exermpe
non policies e decclopime conmtres fored that most countrres mclude
pProvistone oy o v it m J oot fromm prov et ol Tees coverpnnen ll(i\])f
tals R aond Rz P 2 2o However there e also an -
rav ol othor cwampons that van contras tooeproy coalswnch as
excinpiions dor cral servantes anedb merabors of the anmed forcess For exe

ample o vey ol panents at Nager's contral vovernment hospital i



Niamey found that the median income of patients who were not entitled
to exemption from pavinent was less than the median for the entire
sanple of patients (Weaver, Handow, and Mohamed 1990). In some coun-

tries, therelore, fee exemption policies do not promote cquilty.

Fyen where exemption policies are designed in such acwav as to be elearly
pro-poor, actual pracice olten varies frons policy intent. Tt is administra-
tively difficult to accrately determine a patient’s income, particularly
when most income is generated through subsistence fiming and patients
have littde incentive to be trathiul about their cconomic status, ™ A review
ol five Bl-tvpe schemes found that exemption mechanisims had an ex-
tremely limited scope, were inelfective in practice, or, inone case, did not

exist (McePake, Tanson, and Mills 1992, p. 35).

Conversely, a review ol 23 tugeted social programs in Latin American
countrics concluded that (1) tigeted programs were more progressive
than general subsidies; (2) administrative costs were less than expected;
and (%) the most appropriate tugeting mechanisine depended on the lo-
cal sittation and implementation capacity (Grosh 1992, povii). Good -
aeting devices depend on sound project management and lTocal factors.
Records and accounting e very important for successtul targeting. Be-
cause administrative capaciiv is an importnt determinant of the effective-
ness ol targeting, Alvican countries are probably less successtul than those
in Latin America in implementing these measures. Exemption mecha-
nisims can casily lead o decapitalizaton, particulrly when they are admin-

istered mellectively.

The basic issues regarding exemptions are how o identily persons too poor
to pav fees and ensure that they have access to needed serviees while guae-
anteeing that the non-poor pav the designated fee. There isacdireet rela-
tionship hetween the accnracy of measures to target the poor for
exemption and the costand administative complexity of such measares,
Fxven if the administrative capaciv were in place, the costs of implementing
A SO means testing progrn might be greater than the revenues that
could he collected from fees, especially where fee levels are low. A cost-
henefit framewark conld be used to address this issue, and should explicitly
identify the tadeott betwveen aceuraey and cost. Unfortunately, little s

known about the costs of targeting and the means to improve is accuracy.
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For many Afvican countries that are in the process of so-called structural
adjustment, costrecovery mechanisms are being recommended and imple-
mented for a range of govermment services i additon 1o health, such as
cducation. Fees for different social programs mean that houscholds face
ancrray of nser charges tor basic social services, Crosssectoral work is
needed to geca better understanding of the burden of all social service
fees ficing, houscholds and to develop methods for cnsuring that the Jow-
est-income groups have aceess 1o basie educaton, nutrition, and health
programs. ldeallv, the same means testing method would be used for de-
termining fee exemptions lor a variewy ol services, including health, educa-

ton, and water and electriciny supply.

hnplementing a prospective means test to identifv those who are eligible
for free sevices is avery resource-intensive approach that can probably be
justificd onlv when the findings will be used to determine qualification for
arange ol services, Because many countries have programs in addition to
health for which only the poor qualify, ministries of health should not be
the government agendies responsible for implementing measures to con-
ducta prospective means test (Barnum and Kutzin 1993, pp. 227-29).
Where they exist, countries should use pre-existing means tests and have
them apply to pavinent for health services as welll In Jamaica, for example,
mdividuals identficd by local government authorities as qualifving for nu-
tritional assistance are recognized by Ministry of Health facilities as qualify-
g tor free treatment. More information is needed on means testing in

Afvican countries to determine if this is a relevant policy option,

While there e several veconnnendations in the literature for targeting
excemptions, very few have been assessed analviicatlve The 1993 World Devel-
opment Report identifies four mechanisis for targeting an essential package
of services to the poor: (1) individual assessiment of income, nutritional
status, or assets; (2) trgeting casilv identfiable subgroups, such as those
living in poor geographic regions:' (3 sell tirgeting, by charging o price
for certiin amenities or shorter waiting times, leaving those who do not
choose to pav with Tess costlv gn moncerany terms) or less convenient ser-
vices; and (1) tngeting services that e wsed disproportionately by the
poor. Unfortunately, this stndy does not provide much information on how
to implement anv of these options successfullv or on the conditions that
must be in place to have an elfective tirgeting method. Regardless of the
mechanism that s selected, the kev guestion for policv makers is how to

implement itwith an acceeptable degree of accuracy and ata cost that is
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considerably less than the amount of revenue that is expected to be recov-

cred through fees.
Institutional Issues—The Capacity for Health Policy Reform

This strategic framework has identified major policy issues in health financ-
ing and financial sustainabilitv. Unfortunately, identification of policy does
not mean implementation ol poliey. himplementation capacity cuts across
all aspects of the specific policies discussed carlier and can be categorized
as institutional sustainabiliv. Tmproving institciional sustainability involves
human resource development, with particulir emphasis on building finan-
cial management skills and the capacity to ase information for manage-
ment decisions. These skitls are not generally well developed in Africa,
and important issues velate o how rapidlv they can be generated and what
governments and donaors should do hefore these are in place. Institational
sustainability 1s of overriding concern to development in the health sector
becanse it influences all measures that may be taken o improve the lane-

tioning of a countrv's health services,

Building the institutional capacity 1o develop, implement, and manage
health poliey retorm is clearly o priority for the creation ol sustainable
health services in Africa. An important characteristic of sustainable health
systems is the capacity o use information for management and related
spending decisions. 1 takes time to build institutional capacity, but, unfor-
tunately, livde information is available on how to build this capacity. There
is no shortage of good ideas regarding policies to improve the financing
and operation of health sewvices in Africa. What is needed maostis the

means (o tanshite poliey into practice onabroad basis within cach country.
Replication of Policy Successes

A limitation on all of the health financing measures reported above that
have been successtully implemented is that they have received consider-
able support [rom donors and have been velatively sinall in seale. For new
policies or programs to be considered truly sustainable, they need to he
replicable bevond the pilot stage and successtul without vusing donor assis-
tance, The fact that there e few, it any, examples of successtul replica-
tion or scaling up withont the involvement ol external support speaks to
the institutional limitations of African ministries of health and the need for

the dissemination of basic management skills.
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For example, conditions for success in the collection and use of fee rev-
cnues in peripheral health facilives probably include having staff mained in
basic fiancial management, availabilite of Tocal banking arrangements, de-
velopment of audit procedures, and establishment ol community commit-
tees to oversee the use of revenues. For policv reforms or the lessons
learned from pilot projects o have a fasting unpact, baste skills and condi-

tions such as these have to he widelv available throughont a connury.
Decentralization

Manv African countries are moving to decentralize management within
health svstems, usuallv o the health distriec Tevel, The objectives of decen-
talization awre to nuprove management, efliciency, accountability, and re-
sponsiveness of health services—to increase the population’s exposure to,
and control of modern health cares The wavs 1o which decentralized msu-
tutions should be organized has not been clearly defined, however, “Two
possible problems that mav anse with decentralization wee thar (1) i will
resnlt i an mcrease rather than a decrease i admmistranon expendi-
tures, and (2) 10 will add more bureancrate lavers and bottdenecks in deci-

ston-making (Bossert 1995, pp. 1210,

Another potential problem area concerns the capacity of the central minis-
ty to plava supervisory and monitoring vole in a decentralized svstem, as
opposcd to the previous focus on direct serviee deliverve Finally, the soe-
cess of decentralization policies depends on the admistrative and mana-
gerial capacity of the unit to which responsibilite is devolved. For example,
decentralizanon to the distict tevel mav be going too L if suflicient man-
auement skills are not available a this Tevel il local mstititions e not well
developed, or if higher levels do not provide adequate sapport (Gilson and
Mills 1995, po 13).

Decentralization mav lead 1o morcased administiative costs if central level
costs cannot be redaced when decentralized administorative units are cre-
ated, Inother words, cconomies of scale in admmisaation that mev have

extsted prior to decennalization may be lost on iplementation of this re-
form. Rescarchis necded on the maemental adiministrative costs of de-

centralization, acconmting for creases at the Jocal Tevel and any decrease
that mav occur centrallve Such research will sssist governments 1o make

cost-cffectuve decisions vegarding decenualization (Bossert 1993).



The equity consequences of decentralization depend on the procedures
used to allocate resources to decentralized units. 1 formulae for allocating
resources to the different vnits are ansparent, the process can highlight
anv regional ineqguities and provide @ means to correct them (Gilson and
Mills 1993, Evahaing the equiy consequences of decentralization will
require that measures ol cquity be defined. A st approximaton of an
cquitable allocation might he resowree distribution that is divectly propor-
tional to the population share of cach region. However, conmtrv-specific
amalvsis is needed o develop allocation measures that address problems
such as previous inequities, lower-income regions, and regions with special
needs (for example, anarea with relativelv low population density may ve-
quire more resources to seive the same number of people as a higher-den-

SIHV region).

The unit of administradon to which management responsibility is decen-
tralized can have consequences lor sectoral efficieney. In particular, il the
decentralized administrative structure is not consistent with the organiza-
tion of the referral svstem benveen first contact and first relerral facilines,
the efficieney ol patient management will be compromised. In Nigeria, for
example, state governments are vesponsible for secondany care (ie., first
referral hospitals), and local govermments are responsible for prinioy care
(i.c., livst contact fadilities), Natgonal health poliey calls for an integrated
referral svstem, vet the sector’s organization inhibits this because the ad-
ministration of these two levels ol care is entirely separate. Also, because
state and local govermment budgets are distinet, there is no scope for are-

Alocation of 1esotrces actoss levels of care (World Bank 1993¢).

The administrative and nimagement skills needed o efficiently ran a de-
centralized prepaviment scheme (such as the Bwamanda prepavment plan
in Zaive) are the major constraint on their development. Svstematic evalu-
ation of existing raral prepaviment plans in Africais needed o identity the
IANAZCINENT Gspecs necessary 1o sustain such programs. ™ The review of
Bamako Initiative schemes in five African countries concluded that
strengthening the capacity of Tower levels of the health sestem s o prereqg-
uisite lor successhul decentralizaion (MePake, Hanson, and NMills 1992, p,
i), Defining nanacement and other institutional requirements is clearly a
priovity research and analvsis wea. Redated questions include defining the

sequencing of steps to implement decentralizaion once the institutional
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requirements have been identified, and investigating the potential for

NGOs to participate in government-namaged decentralized health systems,

Fvidence suggests that it is possible to build capacity for decentralized man-
agement with o sustained commitment. Ghana's Minisuy of Health has
cmphasized district-level capacite building through its Strengthening Dis-
trict Health Svstems (SDES) Initiative, which was hegun in TYS8 with sup-
port from WHO tnd other donors. Through asseries of workshops followed
by implementation and supervision, SDHS has helped stallat the disirict
level develop planning and management skills. Development of Ghana's
district health sestems veflects in part the nmportance of building the ca-
pacity to define imfornanonal needs, collect the velevant data, and use it
for deciston-makinge. Distrier statl have sained confidence imamanaging
their own services, and they have also heen able to influence regional and
national reforms (Hiscock 1993) 0 A USAID-supported project in Indonesia
achieved similar resalts by improving local ollicials” capacity to collect and
nse data o infornm management decisions (Bossert, Sochekt, and Kumara

IR 199 1),
Hhuman Resowree Needs

The potential benelits of alternative policies for resonrce allocation, cost
recovery, or cost containment discussed above are limited by the capacity of
Alrican ministries of health to design and implement such policies. Much
analviical work has heen done on health [inancing and resource allocation,
Less s known about cost-control measures and alimost nothing is known re-
garding interventions to build institutional capacity throughout a health
svstem, For example, itis not known what mix ol hunman resources is
needed o operate effecively a Lirgesscale cost recovery program  that is de-
signed o use tetained revenues to improve quality and aceess for the poor.,
The needs are dilficult to deline, and existing capacity does not Tend itsell

O Casy maoeastunementt,

The definition of iuman resource requirements depends on individual
country circumstances, but Table 4 provide s outline of the tvpes of skills
that should bhe in place artvarions policy and techinzal Tevels of accounty’s
heatth system, 1 financing measires are i place that o low some degree
of faciliv autonomy in the use of colleced fee revenes then factlity man-
agers must bave financial management skills as well as the capacity to de-

line spending priotities. Further comntry-specilic work is needed to
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Table 4. Skill Needs at Different Levels of the Health System

Decision level

Skill needs (type and level)

Top decision makers (Minister, PS, Awareness of contributions from cconomics, epidemiology,
Cabinet, health and related sectors) social, fegal, and politicai sciences.

budget

Directors of health sector planning and | Working technical competence in one or more of above: ability

1o assess technical material from others.

management team

National/regional health directors, Working competence i epidemiology, resource allocation
categorical programme chiefs, district | principles, management information svstems, personned,

logistics, cte.

heatth sector)

Specialist skills (inside or outside Health cconomics and financing, management accounting,

contract setting, organizational behavior, industrial relations, cle.

Source: WIHO 1993,

determine how broadiv these skills need to be disseminated throughout

the health system,

A related question concerns appropriate strategies for developing human
resource capacities. USAID has invested considerable amounts ol money i
long and short-tenm taining of health professionals, but there has heen
little systematic evaluation of naining results, Tnvestnent i African educa-
tional institutions, such as schools of public health, is e promising, but not

well-evaluated, strategy,
The Role of Donors

Much ol the work on sustainability has focused on the capacity of countries
to meet the recirent cost and management requitements ol projects be-
gun with donor support alter such support ceases. A paper on health
project sustainabilie in Central Americaand Alncanotes that e Meica eco-
norc deteriovation and weak covermment imsttations make for an unla-
vorable envivonment for project snstanabilie. This condusion applies to
the health sector as well as o projecis. Given this weak context, the
sustainability objecives need o be veconsidered. Inpatoadan forergn as-
sistance should take o Tonger-term view of sectoral development and ad-
dress these contextual issues by locusing on institutional development
(Bossert 1990, po 1018).




Assimilar conclusion is reached by the Save the Children Fund—ULK. i its
critique of the World Bank’s 1095 Wkl Develofpment Bepant: "They note thal
policy meastmes are unlikely to he successtul in comntries tha have very lime-
ned capaciy to implement pohiovand that priovie should be given to de-
veloping health sesteins and the capacin of government to detine and
muplement relevant policies (Save the Children T995h)Y . Bossert sngoests
that, unul the ccomomic and political development o counties s suflhi-
cient, donors will need o provide financial suppott for socral service activi-
tes. Sunika v, Save the Childen recommends that, in the poorest
countries, donors shoald provide coordinated support for recunrent fund-

mye ol vovernment healih senviees,

While donorsare gcencrally vesponsive 1o short-term goals and pressures,
the areation of somnd mstumtions is o long-term process. Desirous of dem-
omtating resulis, donors tend 1o fund activities that are not programmati-
callvoor weographicadhv well meerated mta overall institational
development efforis To the extent possible, donor institations should
move from o project oriented focus to o wider focus on the health secton,
and should seek o promote capacis bddimg within ministies of health,
espeaallv thien plannmeg units Lo help define such efforts, a clean defini-

ton of imdicators for imstitational development s needed.

Spectal mutves and verncal programs supported by danors have some-
times heen successtul e delnvernmyg nmportant seivices, such as imnmuniza-
tons, but s has come a the cost ol constaming the long-tenm
development of mrtegraed health swatems (Foltz 19920 Iadeed, the need
toreorganize tstiies o health o response to speatic donor imatives
st the Toted admmistianve capaciiies of sovermments, and the dis
raptive cears of these proutams s he sostmed Tong alter donor e
volverent cods Phs mhnbnes the oronth of sustaamable health sostems that
will have the capaciy o ettecnvels mamaae and coordinane donor mputs
(Save the Clhaldren 19900 The Tessonas that shiort tenm senvdce delivery
anns of donor funded projecs shoald nor be ponsued at the expense of

fong tenm development of mtegrated health sesters,
Lessons Learned-——Dissemination Priorities

Although health foancime Tas been stacded nach mose extensively than
have isues velated more speaficallv o sastmabiling the Latter is an impo:-

tant policy objecnve whitle the former constutites aomeans to that end.
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Given the waste and inefficieney existing in African health systems, the net
gains (o he had by reducing costs are likely to be greater than the gains
from improving cost recovery.' The available evidence on the revenue
and cquity cllects of cost recovery mechanisms and on the magnitude of
technical and allocative inetficiencies in the health sector ol Alrican coun-

tries lend support o this argument,

Putting the case in more basic terms, the top priority tor health sector deci-
sion makers in Africa is 1o doacbetter job of using the resources they al-
ready have vather than emphasizing clforts to generate additional revenues
through cost recovery o Larger budger allocations from the cenwal wrea-
surv. Therefore, emphasis should be placed on developing the capacity to
improve the efficiency of resomce management. The paradox is tha
much more s known about health financing policy than about measures to

improve the Capaditv o snanage resources inore elliciently.,

Thus, most of the findings that can e disseminated o health sector poliey
makers i Ahica concern costrecoveny and resource mohilizaton, rather
than meastves to improve institntional and finanaal sistainabilite. The fol-
lowing is a list of priotin messages with vegard o policy and institutional
development tor health finance and sustainabilioy that should be dissemi-
nated o dedsion-makers. (Phese findives are grouped i the siame -
coarics as those used for the more detailed review of the issues in Section

I, above s
Allocative and Technical Efficiency

¢ Nearly all cost-cffective health interventions are public health
measures or clinical interventions that can be delivered at or be-
low the level of the district hospital. Moreover, the kev character-
istic of a4 well-hmcnoning referral ssstem is acceptable quadity ol
care in Lialhities designed (o be the finst contact point between
the popualation and the health sestem Goe, health centers and

dispensariesy.

One of the principal concerns regarding government health ser-
vices in Aca s that peripheral Lacilities located dosest to the
poptlation are anderised, even when services e provided
there without charge, becanse the qualiny of care available is very

poor'’ ricing and resource allocation policies should be coordi-
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Resonrce

¢

nated to support quality in first contaet [acilities and appropriate
use of the provider network. “To achiceve this end, governments
should reallocate recurrent lunding from Lirge tertiany hospitals
to health centers and dispensaries. Another option is o use re-
tuned fee revenues to support these peripheral facilities, while

maintaining appropriate price incentives across lacilitics to users,

Identifying sources of waste and technical inefficiency and reduc-
ing their effects can extend the coverage and quality of health
services without the potentially negative equity consequences of
cost-recovery measures. The most innmediate gains can be had
by improving the perlormance ol drag selection, procurement,
distribution, and preserviption. The World Bank estimates that
manyv Alvican conntries get onlv S12 worth of good quality drugs
for every S100 spent.”™ Reducing these costs (e, inereasing the
supply of drugs available without an increase in expenditures)

wilth cnthance sector sustainability,

The success of community financing measures also relates 1o the
alfordability of charges Tevied for basie drugs. A key featre of
successtul programs s that the cosis ol procuring drugs have
been mmimized by measures that reduce losses and other forms
ol waste. Controlling costs s critical to the success of a sustainable
communinv-hnanced service. Inaddition to drags, Targe tertiny
hospitals should be the focus of cost-cutting measures because of
the Targe share of recurrent resources they absorb. Strong man-
agement, mcluding financial management skills, is needed to

control costs aned Keep services alfordable,

Mobilization

Revenues raised from user fees should be retained within the
health sector and used to improve or maintain the quality of care.
Hoprices are vaised without any commensurate improvement in
quality, the services will Tose the confidence of the population.
Using retained revenues to nmprove gqualine mav ultimately pro-
vide disproportionate benetits o the poor despite the presence
ol user fees, L prior to an inaease in fees, care ol aceeptable
quality was available onlyv at distant facilities or at expensive pri-

vate providers, many persons, especially members of low-income
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houscholds, mayv not have sought care when they were il I fees
at local factlities are ratsed and it the vevenues from these fees
are used o nprove the qualiny of care i aomanner that is per-
ceptible by the local population, use will increase it the total cost
of obtaining aceeptable qualiny services (the st ol time cost, the
monetary cost of travel to the hiealth factlity, and the user fee)
falls. Morcover, use mav increase most by the poorest segment of
the population because that segiment may have otherwise not

sought care at all.

User fees for government health services will not provide a sub-
stantial increment to national health resources. Nevertheless,
they can plav a crncial vole in sustaining commumitv-based facili-
ties by funding essential drags, and can provide facidity and dis-
rict level managers with important discretonary vevenue. NGOs
have generally recouped higher proportions of then costs than is
the case with government services—the reasons for this include
management and adminisoative advantages, heter perceived

quality, and, i some cases, external support.

Health financing mechanisms must account for the scasonality of
individual incomes, cspecially in riral areas. Decentralized rural
prepavinent schemes can limit the demand-imhibiting elfects of
seasos I income [luctations by collecting contiibutions diring a
petiod of the vear when incomes are highest. Strong manage-
ment of finances and patient circulation through the referval svs-
tem are critical to the success and sustainabiliny of decentralized
insurance schemes, Insurers must be actvelyv mvolved momanag-
ing the system rather than acting merelvas financial imtermediare-
ies. Thisis most casilyv achieved when the msurer and provider of
services are the sime entity (Gae, divect rather than thivd-party

insurance).

Adjustment of fee levels or insurance premium rates over time to
keep pace with inflation should be institutionalized, to the extent
possible, as an administrative action rather than be left to polit-
cal bodies 1o decide. This can perlaps be most casily achieved by
tying lee levels 1o price indices or, lor example, (o the value of a

fixed quantn of a staple food.



¢ Expanding insurance coverage for formal sector workers should
be supported only if sufficient political will can be mobilized to
generate prolits from the coverage ol the well-off-insured and
use them to cross-subsidize services for the uninsured. No study
has demonstrated that the theoretcal benefits of freed ap re-
sources have actuallv beenvealized as acconsequence ol ex-
panded coverage of high-mcome groups. For Ancan countries,
the kevowill be o determime the conditions under which expan-
stonr of heabth st ance e thie formal sector will support the
sectoral objectives of equity and efficiency and the likelihood tha

these conditions can be et
Equity—Protecting the Poor

¢ Fees should be consistent with ability to pay and should not pre-
vent access to essential services, Fyidence frons several studies
suggests that although the demand tor care with respect to price
is relativelv mcbsne, claston macases as income fallss and so the
poor are more deterved bya prce imcrease thanare the relatively
well-off. Policies to exempt the poor from pavinent ol fees exist
in most countries, but these policies have proven ditficult to
implement effecively and often exempt many categories of non-

poor persons, such as avib servants,

Inmany connbies, nser fees exist for a tanee of social services,
including health and education—calling for a method of means
testing that s vahid tor maduple sectors. The ministy of health is
probabh not the most likelv government body o mmplement such
ameans test Exemprions from user charges or mandatorny pre-
pavinent should be nade onlv an the hasis of poverty, except fon
services with nportant health externalines that wounld othenvise

not be adequately constmed.
Institutional Issues—The Capacity for Health Policy Reform

¢ Interventions to improve institutional sustainability require a long-
term commitment to achieve success. The cconomic, political,
and institntionad contextwithinn which Alvican govermmenis -
tempt to nnplement relorm s weaks s e experience ol

Ghana's support for districte-tevel decentralizanon demonstrates,
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a kev element in building instutanonal capacity s to stiengthen

the abilitey of managers 1o use mformaton to mahe decsions,

¢ Vertical programs and administrative stractures within ministries
of health undermine the development of sustainable, integrated
health services  Donors shoul favond the temptaaon to estabhish
parallel management sioncines ton the projects they fund where
covermment nplomontanon capaciy s weals s Sharttenm
project obpectnves shonld ot bhe prosued a the expense of long-

term development ol mtegrated hiealth systems,
Conclusions: Priority Topics for Research and Analvsis

As stated m the bacbaromed mformation aboves mcasires to nnprove imst-
tttonal ond foeoncrad sastarriabdis e tneentl needed i thie health seq
tors oF Mican conntaes, verrelaovels hiode s boovwn abont these tsues that
can uselull be diesemmarcd o thos e While miore e Foown about
Beabth fhnanome rieasores. many issaes relevant to bancne reman fon

\\’|llt Bomore swonk s e cded

Fhe st ol poons topcs tor reseanchand aadvas that follows s based on
Al estensine tevien ob existine licratmre cas veflected m Secnon L 7 Re-
vicw of Major Issoes™ e addinon to mterviens with experis i the hield and
consultative ceonp mectmos el e Washmeton: DO o Janany 1991
and Dabar, Sencoalb e Febany 19900 Pothe of these mectmes tnvolved
VOGOl poon topresasunaey ol that votmgs combinmeyg the twe

mectines, s attached s Anmes o

Conterna for determnnmon of prionn vesearchand analvsis topies Ton the
FIEIRAN Proqeci ane attached as Nnnes b These antena emphasize the
pertmence of the tapre oy dearaon tal crs, teastbiling of the sesearch and
anabvsis acivits and coirespondence of the praposed activin with the
strenoths of USAD fon vescanch e analvas csee Anes B "Stranaths of
USATD Retaocd ton Bovcone b aonedd Noadvas 0 e ol FHETRONV N e ivities
showdd complenene vahior than duphcate the vescarch Aarvd aradvaas of
other donors Anes 5 7 Recon and O Geonne, Reseaneh and Nadvas o
tvies, provides ey ol the curent mapon actnvities undertaken by

donors i bealth Boomomy aned sustanabibin



Proriy research and analysis topic areas determined by this process are the

folloswing ctopnes that have been chosen tor finanamg through the THHRAA

Project are marked sath an astensk |1

¢

Hospital autonomy  Under what condirons would cranting
manazert and famcnd saronomy to hospitais resaltm nn-
proved citicenoc quahin of coesand equitable delivery ol ser-
vicess What eorhie expenenee o date of developmg countries i
cranting aitononn to hospatalse Tuomost sub-Saharan countes
hosprals consume acdisproportonate stuae of health budgets,
compromisine tetorral sesems and continnmg 1o poor sevices
atlower fevel Lohies Taree hiospntads Tocated moarban centers
senve relatvelv s lbott sccments of the populanon wiale the
majorin of pabhie health problens can be addressed more effec-
tvely throve b the debhvery o o packaee o essential chimcal and
coucanonal ~orveesan the distnc hosptal Teveland helow. Real-
location ol pabhic yesonoes ta promany and secondary Tevels of
care sonld resadt s bochor Tevels ob efhiorenon ey, and quality
ol cae Rescanchs necded concermmng the prereqguisttes for
sticcesstullv mcreasams tovancnd and imanagenad aatonomy lor

fvee tnhan hiospatals

Resource mohbilization What we the revenue, cquits and elfi-
creteoy cHecr ol varrons tesonrce mabnlization schemes: Almost
cverv sty o hoalth and oy NGOSs an sub Sabaaan Afrea
are cnrrente patine mto place costrecoveny and other resowree
mwohthzaton oo Soveral options exist to collectrevenne
Brom corsmmers taes health sutance s prepaviment, and
copavinent e nene the posabihies soth wineh goverments
aned NGO e cnnonth s ntime Bot andenstaading of
the tade ot et ey cquane and revenmue ceneration anher-
et chbcorcnt o oo e hadizanon schemes s ol well devel-
oped  parncnbole b contesr ol difforent bvels af cane
cdhitferent packhaec ob cane e ool coononie and political

cinomuent ol whech do heahll cooe deliverns sestein s paat,

Pablic ~coran e chomeos ropnesent o partenlae challenge,
A they e pohimcdbe popmlar Tae conrcrcate serons cquity |nn|)~
fews Reseancbo s necded tonmilonm decraons vevandimg expan-

ston o hiealth msorance 1o public sector workerscand to formal
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sector workers in general. Under what conditions will the net
effect of measures 1o encourage insurance (or the direct Provi-
sion of health care by large emplovers) tor this refatively well-olf
group have benelicial equity elfed sz Inother words, under what
conditions will this result in public expenditures being coneen-

trated more on health services for the poors

Equity in the financing and provision of health care.® In the con-
text of cost recovery for health care, how can poor seaments ol
the population be identificd, and how can health svstems ensure
that the poor have access to velerence facilines: The recent
implementation of costrecovery sistems in the majorite of sub-
Saharan African connnies coincides with a time period when veal
per capitt incomes are declining in many of these comnries. To
date, manyv svstems designed 1o exempt the poor from pavinent
have proven to be too expensive or administratively hurdensome,
With the recent devaluation of the CEX carrency, and concomi-
tant increases in the cost of drugs and tansport, the countries of

West Alvica are particularly cone crned with equity problems.

Policy makers necd examples of mechanisims that accurately and
clicicntly target the poorest segments of the population for ex-
cmption from pavment. In particulan, alternative measures are
needed o reach the poorest, most remote populations, which
have little contact with modern health services, Associated re-
scarch should demonstrate explicithy any tradeold bhenwveen the

accuracy of the means-testing mechimism and s cost.

In many countries, cost recovery is not unigue to the health see-
tor; it is being uscd inaeasingly 1o help finance education, witer
and sanitation, and other critical social services, Tdentifving
mechanioms 1o consolidate identification of the pooris thus a
concern bevond the ministiv of healds Priority should be given
to crossssectoral solutions (o this problem-—solutions that would
be much more cfficient than for means-testing svstems for health

care alone,
Efficiency, equity, and quality implications of different types of

decentralization.” What e the consequences ol, and most ap-

propriate strategies for, decentralization within the health sector?
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What management skills need to be in place an the district level
for decentralization to work?  International donors and national
governments are increasingly advocating decentralization of the
health sector as ameans o niprove allocative and technical effi-
cienev and increase accountabiline to the Tocal population. De-
centralization, however, has been increasingly advimeed as a
generic, all purpose solution to mumerous problems in the health
sector, including so-called overcentralizaton and unsustainable
programs.  Advocacy for and implementation of decentralization
polices Lick specificity and grounding in empirical and theoreti-
cal analvsis, Health sector decentralization must occur as part of

a broader public sector framework.

Consumer preferences for different sources of health care.
Where does a given population seek health care, and what factors
mflucence consumer preferences for different somees ol carer
Most African ministries ol health are putting into place a package
ol essential health sevices, ipicallv based at the health district
level,as part of clforts to improve coverage ol their populations.
A kevcomponent of this essential package is that it responds 1o
consumer necds; the factors determining demand (indading fi-
nancial, sociological, and cultiraly are impoitant factors to con-

sider inredesigning health sestems o inerease coverage and use,

Another method ol ndreasing coverage is to cncourage private
sector providers (including naditional healers, NGOs, and private
clinies) to provide care thatis consistent with public health goals.
Effortss to work with the private sector, underway in many Alrican
countries, depend heavilv on veliable imformation about why
populations resort to these sources of cares Inomany cases, infor-
mation about why constmers prefer private provision can be used

to improve the gqualiny of cae i the public secton,

Reducing waste and technical inefficiencies in health services.
What costreducing or producivitv-ecnhancing measures are avail-
able o correct waste and incfficienov espeaiallv in drag procure-
mentand distribution svstems and i lnge tertiary hospitals?
Lessons rom successful essential drug programs need 1o he
widaiy disseminated. Another focus of this work should be the

Farge arban hospitals thar absorh Targe shares of government re-
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current expenditures. Policies for gradually reducing govern-
ment financing of these institutions need 1o be developed and

implemented.

There mav be scope for cooperation between the public and pri-
vitte sectors to achieve this end. Options that should be consid-
cred are hospital management awtonony and contracting out
specilic services for which a competitive market of supplicrs exists
in the private sector. Tewill be important to strengthen the ca-
pacity ol goverments to regulate the private sector il these re-
forms are to be effective. The potential for this ivpe of veform
and the conditions Onanagement skills, for example) that must
be in place for cither of these options needs to be analvzed and

disseminated.

Incentive measures for health workers and managers. Rescarch
is needed o identiy appropriate incontive measures that reward
vather than punish efficient resomrce management and cost re-

coverv in centrally budgeted health svstems.

The costs of AIDS and straiegies Tor care. More work is needed
to determine the cconomic and financial consequences of AIDS
and 1o develop optinial strategies for health swstems 1o cope with
the forecasted demands of panents sallerimg lrom this disease,
AIDS has abready had asienificant cconomic napact in some
countries and the erowth i the nmmber of cases thieatens 1o
overwheln the health seaters of many others. Despite the need
for more research, however, the problen demands an immediate

response even while waiting for the research resalts to aive,
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Annex 3. Recent and On-Going Research and Analysis
Activities

This annex is intended to provide an overview of current and planned re-
search and analvsis activities related o health financing and sustainability in
sub-Saharan Africa. This overview is not comprehensive, but provides a
general idea of research and analysis topics that are currently being em-

phasized in this field.
Activities Sponsored by USAID

In addition to the planned activities 1o be financed by USAID throngh the
HEIRAA Project (see Section IV for a deseription of these topics), research
and analvsis actvities in Africa supported by centrallv-funded USALD

projects inclnde:

¢ The Health Financing and Sustainabiliee (HES) Project, managed
by Abt Associates, is conducting several major applied rescarch
projects in Alrica in cost recovery, quality of care, and compari-
sons of public and private sector efficieney. In Niger the HES
Project is working with the government to implement cost recov-
ery, comparing prepaviment (tax with small copavinent) and fee
for service approaches in dilferent districts. A applicd research
project, designed to evaluate the vesults, includes elements of
quality of cave, use Tevels, and availability of drugs,as well as the

impact ol cach alternative on revenue and cquity.

¢ In Sencgal the HES Project has completed astdy ol use, costs,
ctliciency, and quadity of cae inthe public sector. A similar study
is wnderway for private health facilities and will produce data per-
mitting 4 comparative analyvsis of differences in elficieney and
quality in the public and private sectorse The HES Project will
conduct an overview stady ol the private health sectors in
Senegal and Tanzania, locusing on factors affecting the develop-

ment ol the private sector.

¢ The Data for Decision Making Project, managed by the Harvard
School of Public Health, has begun a study of the privace Tealth
sector in Zambia and Kenya, DDM has also developed aseries of

atalytic tools for promoting cost effectiveness and setting prioni-



ties, including burden of disease analysis and a methodology for
analvzing National Health Accounts—by sources, sanounts, and
spending patterns—which allows decision-makers to improve re-
source allocation. Other centrallv-tunded USATD projects that
have undertaken research and analvsis activities related 1o health
fiminmcing include the REACH Project, which has developed
methods for costing vaccination and primary health care services

i decentralized health sestems, PRICOR, and PRITECH.

USAID uissions v several connries have financed countv-specitic health
linancing studies and projects. A studv sponsored by USATD in Caaneroon
shows that user fees, when accompamed by mprovements in quality, can
ead to inareased use by the poor (Livack and Bodare 1992 discussed ear-
lievy, The USAID mission i Swaziland supported an assessment of the ef-
fecuveness ol nser fees e that country, Fhe assessnent pomted ot
problems relate-d to the non-paviment of mpaticnt feess principal recom-
mendations gcuded revising prices periodically in line with inflation and
allowing Lo retention of revenues for use by the facilities charging the fees

(Collins 1940y,

USAID has provided financial and technical support, through Manage-
ment Sciences for Health (MSED, to implement the Kenva Health Care Fi-
nancing Programe This program has established acostsharing svstem for
mattonal, provinoal, and distiice hospitals twith plans to mrodnce the sys-
tem at the health conter tevely o Sevenivtive percent of the revenues gen-
crated under this ssatem e retnmed ac the sttaton mowhich the fees
are generated; the venming 25 percent s used a the disuict levell Sinee
F99T the new swstem supported by management reforms and taining, has
resulted s considerable e cases morevenne at the Lacilities involved

(Collims e Flossem 1993,
Activities Sponsored by Other Donors

The K- Overseas Developiment Agenay (ODN) supports the Health Eco-
nomics and Fivancmge Programme, which is tocated within the Health
Policv Ut ol the London School of Thgiene and Tropicad Medicine, Ma-
jor work undertaken within abas program imcludes an evaluatiion of the
Bamako Trnatnve o ive Miican conntries (1992 discussed cathier. The
evaltianon defines wommmmom se ol cnteria for o Bamako Inttiative cost-

recovery scheme and points to the need o design effective exemption
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mechanisms o ensure equity and o develop management skills ac periph-
cral levels ina decentralized health sestem, The evaluation found tha
Banako Initanive activities have generated considerable tevenues o fi-
nance drag supplv and deserve contmued support,and that speaal atten-
tion should be given to gqualing supervision, alfordabiliey, aond commumiy

mvolvement,

Also under the Health Foonomes and Fianame Prociannne, the Tondon
School s conductme several studies on user fees, exemption mechanisime,
and the ase of tevenunes Commmn Hoancne thaouch health msarance
is another pnportant topteowath research indenvay e Gl o workshop
is planmed for nsk shome i health coe i West Neca For ssies telared
to the public prvate s collaboratnve research nenvork has hoen et

up: Ghoanae Malowe Sonh Mcas Linzaa Eaamdaaned Zimbubwe e all
part ob s nenvork and will He mvalved i cross conmnn rescan b Speati
callv, astuds of contractmy out and compentive tendermge s planned fon

Sonth Mo and Zunbalne

Sae the Children of Ko conducred o Bve countiy siudy cGhana, Nepal,
Pakistan, Ucanda, Vietnans oded Sustoanabihins o the Healdh Secron the
magon findinos ot whinch were discossed e a Mo 1o vwarkbshop The e
sudts conphesze the need for momasoment sbillowithoe e toes ol frealth
anred suoest that m vony poor conmtoes sochas Eoandas dorens shonld he
prepared o help fnance rocurront cons theat covernme it bandoc s e an
able tomect The audy also fonnd that oser fees do not covar achigh pes
centace of health costs wencralle vepresentmg Tess than o poreent ol tonal

health funde

I addvion o the World Dieclogion it B oot c B399 50 andd Bottor Healthe on A
1995 chonie discnssed canrler The World Benk s conrenth mvolved an
sexcral important stdies and analvas actnanes rebated o health fmancmg

aned sostarnababoy o At Thieso mchaede

4 An overveew aof beabth fononcme me Mocas focisime onaser fees
and health astnance whe case stdhies rome Znnbabae . T esotho,
Cohuna, Renv C oo Zane, and Caonea Bissan Anabvsas of
some of these coase stodes sncbudie the Renva stody Maabin,
Atnsworth and Nvaonete 19905 recmchded o this aratere frames

wot k.



¢ InTanzanta a social sector Gincduading health and education) s
vev that focuses on privite houschold expenditines and will he

used tomfonm fatte investiment decisions i the socal sector,

¢ Oncoing houschold sinvey research m several conmtiies, s pot
ol s poverie allevinton procrans, The World Bank s assecing

cotmnties to condoct hhousehold veseareh usime two odels:

9
() mregrared suvevss whinch e simlan o the Tivme Stndands
Meastwrenment Sunvey dESMS 0 and provade constmption mforma-
tons and 2o ponms siovess whinch e loss comprehensive and
have Luger somnple sizes Titearated sarvess e b and Cone
d'Ivone tollow from FSNS sonvess thae Bad alreads Becan
those conntres  Toodate, T conmmes o subh Salooon Mica have
become cnvaved nresearche caher iteaiated or praon s
vesstoand e hove protimmaes vosnbis The daa oo these
stnvess helone to the conmmres wcoss to e data theretone dee-
pends onreleae Tnothe connmy aurestion Wath the doea tha
will be released e Atca Technieal Deparnment of The Warld
Bank plons tocsiabhshe e hovsehobd dace ibrany Fmphases will

shilt tromn date collection to assistanee tor cotattes for analysis

and apphoation ob the duta

¢ A ovenviow ttled "Cost Recovery m Pablic THealtl Services in

SubSabiran Aloca” carrently bemg prepared by the Foonomi
Development histiate of the World Bank Ty document pro-
vides aosvnthess ol costrcecovery corts e 57 countries, with
broad compasons diawn hoween cxpertences e lnancophone
and anelophone conmes Goeneral concosions e that cost e
covery has e aeed the avaalabaliee of diies s and that costrecoy-
ey shonld e soenoe o complament oo o asubstitane Lo, other

sontees of findime bon Bealth e

¢ A [rapret o Thie oot bonpac e ot ATDS Shobs, |{('\})n||\('\
and Owrcomes cdiscossed canchers This paper prosades acone
coptual frooword tor mcasiome the coonomie npact of ATDS
o Mcasreaews ovidenoe ol ccomome npact Tovined i athier

stircves o steecesds o e for Boncther ceseanc b aned anadvsas,

The Waorld Tealh Oveaonzaton s coanventh sponsornie an analvas of exist-

ing data concermmg health expenditines, tocisinyg onssues of equuy and
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efficiency. WHO is also working divectly with ministries of health to resolve
countiv=specilic problems in health poliev veform in several countries, in-
cluding Benin, Chad, Ghana, Guinea, Zumbia, and Ugandi Upcoming
plans include support for three case studies an contracting out with, and
regulation of, the private sector, as well as research to studv the impact of
alternative health financing araneements on the demand for discase-spe-
cific services. During T99 T WIHO will begin a work progrant on hospital
cconomics and financing that will eenerate country case study naterial

highlighting issues of resonrce allocation and management.

The Bamako Initiative Management Unit (BINIUY of UNICEF, following
the 1992 evalnation andertaken by the London School of Hygiene and
Tropical Medicine, has developed avesearch agenda tocusing on the [ol-

lowing issues:
¢ qualdiv of care at peripheral levels,
¢ access to services and equity issues,
¢ community paticipation,
¢ health workars and thenr role,
¢ cssential drug arrangements,
¢ astems and management sustainability.

A program of 12 vescarch projects covering at fease 13 Afvican countries
including Zambia, Tanzania, Bening aonud Cameroon, and involving at least
6 research mstitutes from Aica, Larope, and North America, is carrently

heing established by the BINUD Research activities will beging fanuay 1994

In addition. o Loae hody of tesearch on health financmy and sustnabiliy
has been conducted ona conntvspecitic levelo olten related 1o miplemen-
tation of the Bamako Toitonve o other decentralized costrecoverny plans,
Fach of the donor agencies histed above has sponsored honsehold svess
and other pertiment countisspeaific researchs the Gennan Dilaterai ad
ageney GLZ has also plased an important tole i sponsoring country-sye-

cilic problem=solving reseamch,
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Annex 4. Strengths of USAID Related to Research and
Analysis

Perhaps the single most important strength of USAID related o research
and analysis is the presence of USAID missions and Large projects working
on a long-term hasis in African countries. Inoseveral countries, USATD s
financing lage, integrated primary health care and Lanily planning
projects that cniphiasize decentalization and cost recoverv. These projeats
are statled by echncally comperent long-term advisors and m-countiy na-
tionals. This prosence Tends et 1o research withim an on-goimg opera-
tional context, and o unplementation of rescarch resulis 1o resolve specitie

problems within programs,

USAID 1egional offices i Abidjan and Nairobi offer additional techmical
expertise i health tinancing and sustaiabihine and anaease the possibili-
ties oy comparable crosscountiy and regional stndies. Severad ESATD
projects, such as the BASICS project also have recional offices that can
help to comdimate and support crosscouny re canch, Centallv funded
projects also offer expetience and technical sKills, specializing i rechnical
assistance and research desten and exccution. These projects cancall onea
wide range of experts rom cooperatg agencies and mmversities. Fhe Al-
rica Burca of USAD, particula v the ARTS Office, provides oversight and

technical support for on-going research, analvsis,and operagons aciivities.,

USAID cooperation with and support for aovanet of A mstitanons
the regional and nanonal levels areates opportimnes for conductimg e

search and analvais activities in close collaboraton with Mcan mdivdnals
and organizations. The presence of tong-tenne residentadvisors facilitates
the identification of needs and appropriate channels for excoution of ace
tivities, Inoaddinon, USATD s mvolved in promoting parinerships with the
priviate sector m AMucas Social manrketng, promotion of healihand farnily
planning services throngh cmplovers” infrasnucnne, and ocal production
of pharmacentical products (such as ORS) e among USATD s intiatives

with the private sector
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Annex 5. Criteria for Assessing Rescarch and Analysis Topics
for HHRAA

T

~

~I

10,

Who is the research and analysis activity for and what questions are
being answereds The activite should he of sirategic importance to
African deasion-makers soed to USATD and other donors; resestreh

should provide results of nmmediae relevance to deciston makers,

To he most elfective, tesearch shionld he crosscounty o regional,
addressing speaitic problems found m more than one setting and in

more than one connny,

Perbaps most miportant, proposed topies for rescar h should be e
secrrchable==with realistic and leasible methodologies and time

rames,

How will the resulis be disseminated: Thnely and appropriate dis-
semitation of results and then impact on mmplementaton, are ke

factons in determining the success of research and analvsis actvities,

How witl 1esults be nseds Priovine should be civen to rescareh and
analvsis aotivities that provide solutions to practical problems, with

resulis duectly Iinked o implementaton.

I the research and analvsis topic appropriate for USATD, given
USAID'S strengihs and priorines velnive to other donorsz (See An-

nex L Stencths of USATD Related o Rescarch and Analvsis))

Research and analvsts actnvities should he able to he completed

within 2 to 21 months,

Rescarch and anabvsis acuvities should require minumal logistical

suppaort from SALD HITSSTOS,

Rescarch and analwsis activities shonld respond 1o gaps ininforma-
tion, takine mto acconnt the canrent and planned activities of gov-

crivnents and other donors,

Rescarch and analvsis acoivities should offer opportunities for in-
acased Ancan patiapation o the HETRAA unplementation pro-

NS,
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Annex 6. Overall Results of Consultative Group Voting

(Note: The lollowing table reflects the resulis of voting concernmg priority

rescarch and analisis topics at consultanve group meenngs held m Wash-
mgton, D.Co(Januay 1990 and Dakoan, Senceal (Februaey 19900 The
first mecting was entirely dedicated to Hlealth Finoncinge and Sustaimabili.
However, voting at the Dakar mectng also concerned Povite Secton

Health Development—a separate HHEIRAN strategic ramework aeas For
this reason, the combined results of the vote, shown below, mclude some

topics that we speafic to Prvate Sector Health Development.™)

Total TOPIC
Rank

1 Cross country study of hospital autonomy. including cffects on MOIH
budget allocation, quality, cthiciency.

2a Study of the efficiency. equity and quality implications of difterent

tie tvpes of decentralization,

2b Study of the factors (financial, sociological. cultural. traditional)

tic influencing consumer preferences for different sourees of care (modern
vs. traditional, seltf-care. private, cte.).

4 How to design and implement the package ol basic, cost effective
services to meet the needs of spectfic populations”  What s the cost of
doing so?

5 Poor segments ol the population: how 1o identify them?  How to ensure
that the poor will be have access to reference fucilities?

0a Research on public and private expenditures on health (national health

tie accounts approich).

Ob tie | Case studies of means testing/exemption systems.
6c tic | What are the revenue. equity and eftficiency effects of various resource
mobilization schemes?

9 Study of NGO experience with improving efticiency, pricing of

services, quality and means testing.,
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Total TOPIC
Rank
104 Traditional healers: what are the factors determining the demand for the
tie services ol the healers? What are the costs relative to the modern
sector?!
10b tic | Designing mcentives tor health workers and health system managers for
apphication ot technically efficient use of resources
I2 Test operational approaches for health insurance: evaluate ditterent
insurance schemes,
I3 What are the political factors and processes mtluencing resource
allocation: what are constraints to etticient allocation?
I4 Case studies of msututional development in ditterent countries
(including multi-disciplinary team in Niger), successes and failures,
Case studies of natural experiments in institution building.
15 Fvaluation of the cetticieney and eftectiveness of different traditonal
solidarity, isurance and risk-sharing systems,
16 Cross-country study ot methods of implementing health financing
meastres  not just the "what” but also the "how."
[ 74 Evaluation of training and capacity building efforts. including methods.
tie short vs. long-term.
17b tic | KAP studies of consumers concerning the basic package of services:
influence on health swatus and personal behavior,
19 How to ¢encourage the pharmaceutical sector to promote public health

objectives (soctal marketing)?
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Endnotes

Tor amore detatled description of the cconomic benelits of good health,
see World Bank 19930, pp. 17--21.

See de Fervann TS5 Jimenes TOST; Ak, Bivdsall, and de Ferrant 1987,
Gritfin 19890 Barnum and Kuzin 1993 World Bank 19934,

Seealso Jamison and others 1993,
‘Barnum and Kutzin 1993 po FEL See also fimenesz TIRT.
For example, see Bossert 1990,

“The Save the Childien Fund (19930, p. 1) used this deliniton for its re-

sedarch mto health sector sastainabiliy i live low-inceme commtries,
BrounerJaillv 1991,

Examples irom Zambi, Kenva, and Zimbabwe illustate the high pereent-
ages of recrent government health expendinnes devoted to Loge ter-

tiany facilities (Barnomm and Koz 1993 po 206,
“See, for example, Shaw and Flmendor? 1995, po 1L

Even with cood information, consumers will not forsake all cost-ineffective
interventions.  However, governments should not subsidize cost-ineffective

health senvices,
HCreese 1991 po 312
“Broomberg et all 1991, cited e Ainsworth and Over 1992, . 1L

PSee Over and Pioc TO93 pp. 500, 503 for a discussion ol cost-elfective case

management stategies,

Hin 1986 in Ghana, for example, most statutory exemptions frow payment
of user lees in government health facilities were granted to Mimnistry ol
Health ciiplovees and then dependents, The revenue that would have
heen collected il there were no exemptions was estimated to represent
about 21 percent of total collections for that vear (Waddington and

Envimayew 1990).
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"For an example from Zimbabwe, see Heeht, Overholt, and Holmberg

1992,

See Barnmm and Kutzin 1993, pp. 2H1-220, {or a discussion ol fee reten-

tion policies i a number of counmies,

“In theirreview of live counny case stadies (Burundi, Guinea, Kenva, Ni-
ceriit, and Ucanday of Bamako Intdative (B sehemes, MePake, Hanson,
and NOls o992 poa adentficd aser of minimmuomm cviteria that define the
nutiative. Featvres of BEprograms are community financing, conmunity
participatnon cconmmunity health development committeesy, and national
mvolvement to imtegrate Tocal programs mto natonal health poliev. The
anns of Bl schemes e to nprove qualinv and increase aceess, and
strengthenme management and acconntabnlie e the Kev soategic ele-
ments needed o mplement the BE eltecnvelss The review also deseribes
the price siuctie, poceseting mechamsins, and exemption pohicies in

cach ol the Bve countiies (p. 350,

McPakes Thnson, and Malls 19920 Packer and Knippenbery 19915 Shaw

and Flendort 1995 00 T Unger, Mbave, and Diao 1990, p. 372,
Chee dor example, Waddimgton and Fovimavew 1990, p. 305,

“Arelaed finding s thar to Keep community financing schemes atford-
able o waste and methicienov must be reduced, With Tower costs, less rev-
cnue is neededand dhns facilites can charge lower prices (Brunet-Jailly

1901 Chreese 199 Konte ot al, 1992y,

For examples hrom Tanzana and Uganda, see Mupmjcand Mabala 1992
and World Bank 1992h aespecively, and see Shaw and Flimendort 1993,

pp- =180 tor a cencral discussion,

ST Swazilind covermment and mission hospitals are yeguired o charge
the same fecs to patents. Public fachitios must return adl revenues to the
central teasiny, but mission facilities ase the revennes to meet recarrent
costs. Collins (1990) found that mission hospitals collect substantially more
revenues per patient and concluded that the difference e policies with
vegard to fee retention was an important cause of this difference i orey-

cnue petlommimee.

SSee, for example, Mwabu, Ainsworth, and Nvamete 1993,
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HSee, for example, World Bank 1993, p. 127, Korte etal. 1992, p. 3.

“Fven il the central governmment has as its objective the maximization ol
revenues [lowing to the central reasury, some retention of fees s war-
ranted to provide a colleciion incentive (Barnwm and Kazin 1995, pp.
152, 177-178). More important, vetention of fees lor health services can
be critically important for improving the qualiny ol care available and s vee-

ommended Tor this reason. This s discussed inmore detal below,
“See, for example, Waddington and Envimavew 1990, p. 305,

TAs Mwabu, Ainsworth, and Nvimete 1993, found (o be the case i the

Kenva's Meru disoict.

“See Gertler and van der Gaag 19905 Mwabu, Ainsworth, and Nvamete
1993 Mwabu and Mwangi 1986; and World Bank 1991,

“AKin, Birdsall, and de Ferranti (1987, p. 26) note this in their parentheti-
cal statement that “tme and tavel costs will probably do more than any

siall fee o discourage the rivolons nse of services”
“See Gertler and van der Gaag 1990 for an analvsis ol data from Peru,

TThe Health Financing and Sustainabilite Project funded by USATD is ex-
amining some of these issues in s major applicd research work i Niger.
The cost recovery svstems bemg evaluated and compared e afee per epi-
sode of illness and an mdividual tax accompaniced by asmadl copaviment
the point of service. The studv will allow for an evaluation ol the revenue

and equiy elfects o cach alternative (see Annex 3.
“David Collins, personal commmnnication, 1991

USee Epstein and Coaltas 1991 (p. 167) for a deseription ol events lead-
ing to the wemporary cessation of Kenva's nser fee program in September
19090,

DB and Kutzin (1993, pp. 140, 295-208) suggest that, conceptually,
hecause improving qualitv will often mean increasing supply-sicde costs
(c.g., by inaeasing the supply ol essential diags),infornmation is needed

on three elastian measures: (D elasticinn of demand with respect to price,
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(2) clasticity of cost with respect to quality, and (3) elasticity of demand

with respect to quahty.

“Author's observations during World Bank Mission to Zimbabwe, May 1992,
"See, for exinmple, Shaw and Elmendort 1993, pp. T18=121.

“For example, Kutzin and Barnwm 19920 po 71

“In Bwamanda health center mmses were given financial incentives to en-
roll members of their community i the prepaviment scheme. This prob-

ablv gave further mipetus to enrolhment in the zone,

"See Shepard, Vianand Kleman 1990 for o full deseription ol this and

other prepavinent plans operatimg in Zaire.

These problems e highlighted i Gilson's (1988, b 16) review of evi-

dence hrom the Tew stadies that have examined implementation ol exemp-

tion policies.

Based on then analvais of survey data from Cote d'hvoire and Pera,
Gertler and van der Gaag cF990) recommmend that, because identifving in-
dividual ncome s adimnmsoatvely difticalt, a usetul alternative would be to

charge Tower prices i lowancome regions,

“See Rovte ccal 1992, poo,

“This is the fundamental argument made by BranetJaillv (1991).

USee Mwabu TOS9 for an analvsis of panents” health caressecking behavior,
"Shaw and Flinendort 1995 10 H8.

“See the HEIRAN dacomen, Sthategee rameienk for Shengthening the Contri-
bittion of Nowi Govevimental Health Cave Provesion to Natwonal Health Goals in AJ-

vica, prepared by othe Datac for Decision Making Project,
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