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EXECUTIVE SUMMARY

INTRODUCTION

In February 1996, the Mmistry of Health (MOH) of Entrea mtroduced cost-shanng at all publIc
health facIhties on a user-fee basIs The cost-shanng scheme was desIgned to encourage patIents
to use pnmary care facIlItIes (except m emergencIes) and to encourage an mcrease m the supply
of health care from the pnvate sector The scheme provIdes substantIal SubsIdIes for pnmary
care, whereas patIents at hospItals (especIally m urban areas) are expected to pay all the costs of
theIr care In addItIon, the regIstratIOn fee for hospItal outpatIents and the room charge for
mpatients are lower for patIents who are referred from pnmary care facIlItIes

After the cost-sharmg scheme had been operatmg for 18 months, the MOH asked the BASICS
project to field a short-term health finance consultant for 1 month to-

• RevIew and assess the cost-shanng scheme regardmg the qualIty of care, efficIency,
eqUIty, and vIabIlIty

• Propose feasIble optIOns on how to Immediately InItIate cost-recovery for all medIcal
servIces on a user-fees basIs accordmg to mdividual's abIhty and wIllIngness to pay In
regard to efficIency and the qualIty of care provIded

The results of the assessment and the optIOns are presented below

Assessment

A Revenue

In 1996, health faCIlItIes collected a total of 8,340,811 bIrr ($1,174,762 at an exchange rate of 7 1
bm!$US), and the maJonty ofrevenue appears to be from hospItals Revenue was 14 percent
government recurrent expendItures for health care, whIch were 58,242,030 bIrr ($8,203,000) m
1996 ThIS IS the hIghest reported percentage for sub-Saharan Afnca

Revenue as a percentage of total expendItures at publIc health faCIhtIes IS lower than 14 percent,
because total expendItures Include donor recurrent expendItures and capItal costs EstImates
suggest that 1996 revenue would be 8 to 1°percent of total expendItures

The zones report that they are recovenng from 23 to 59 percent of expendItures for drugs, the
percentages for zones are lower than the natIonal total, because expendItures m zones mclude
donor funds for drugs and the natIOnal total does not
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B Efficiency ofthe Fee CollectIOn Method

In general, fee collectIOn IS operatmg smoothly The majorIty of fee collectors have been hued
and begun work, and facIlItIes are mstallmg safes

A mam Issue IS that the cost of the fee collectors' salary may be about the same as the revenue
collected from the regIstratIOn fee at some prImary care facIlItIes, especIally health statIOns At
the 1996 salary for secondary school graduates of 4,068 bIrr per year, the fee collectors' salary
was 20 to 30 percent of revenue collected at health centers and statIOns, and only I or 2 percent
of revenue collected at hospItals At the 1997 salary of 10,308 bIrr per year, the salary IS 50 to 80
percent of the revenue collected at health centers and statIOns

C EffiCiency oftlte Cost-sharmg Scheme

1 IntroductIOn

The effiCIency of the cost-sharmg scheme should be Judged relatIve to the goals It was deSIgned
to attam In addItIOn to raIsmg revenue, those goals are to 1) proVIde substantIal SubSIdIes for
prImary care, 2) charge patIents the full cost of care at tertIary care facIlItIes, and 3) encourage
patIents to use the referral system approprIately Two aspects of the scheme are assessed relatIve
to these goals prIces and patIent behaVIOr

2 Are the przces approprzate to attam the goals?

It IS clear that the regIstratIOn fees at health centers and statIOns prOVIdes a substantIal SUbSIdy for
curatIve care at those facIlItIes Further, the respondents to the qualItatIve mterviews reported that
the regIstratIOn fees have had a pOSItIve effect on patIents' attItude towards care For example,
patIents are more lIkely to take the full course of drugs when they pay regIstratIOn fees PatIents
are aware that the regIstratIOn fees at health centers and statIOns are less than they would spend
for drugs at pharmaCIes or rural drug vendors

Data are not aVaIlable to draw conclUSIOns about the prIces at tertIary care faCIlItIes

3 Have the deslred changes m patlent behaVIOr occurred?

After the cost-sharmg scheme was mtroduced, the monthly utIlIzatIOn data show a decrease m
utIlIzatIOn of care for WhICh fees are charged The number of new outpatIent VISItS decreased
begmnmg m February 1996 at hospItals, health centers, and health statIons HospItal dIscharges
also decreased at the same tIme, but mpatient dIscharges from health centers dId not MultIVarIate
regreSSIOn analySIS showed that these decreases were sIgmficant There was no comparable
decrease m utIlIzatIon of care that IS free of charge, such as new patIent VISItS for growth
momtorIng and antenatal care
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Respondents to the qualItatIve mtervlews said that most of the decrease was among patIents WIth
less severe Illnesses The decrease m utilIzatlOn was reducmg crowdmg at health faCIlItIes and
allowmg health workers to spend more tIme WIth patIents WIth severe Illnesses Some
respondents noted that the people who decreased theIr utilIzatlOn of care mIght mclude a small
number of patIents WIth severe Illnesses who were unable to pay for care

Health workers appear to be spendmg more tIme WIth patIents durmg repeat VISItS rather than
domg longer consultatlOns for each VISIt In additlOn, the utIlIzatIOn of care shIfted away from
curatIve care towards preventIve care at health centers and statIons, but not at hospItals
Comparmg data on the first SIX months of 1994 to the first SIX months of 1997, the total number
(new and repeat) of VISItS for growth momtormg and antenatal care mcreased substantIally at
health centers and statIOns, but not at hospItals

Fmally, It IS unclear whether or not the cost-shanng scheme IS encouragmg patIents to use the
referral system correctly

D Quallty ofeare

It IS Important to note that the scheme was not deSIgned WIth a specIfic lInk to Improvmg the
qualIty of care The cost-sharmg scheme m Entrea was Implemented m the context of a
government that IS commItted to Improvmg the health of the populatIOn, no fee retentIOn by
faCIlItIes, and very good drug aVailabIlIty

GIven that drug aVailabIlIty was good before the cost-sharmg scheme was mtroduced and that the
scheme was not deSIgned to Improve drug aVailabIlIty, It IS not surpnsmg that drug aVailabIlIty
dId not appear to have Improved after the scheme was mtroduced Respondents to the qualItatIve
mtervlews noted that ENDL drugs were aVailable before and after the scheme was mtroduced
Admmlstrators noted that the procedures to obtam ENDL drugs have been SImplIfied smce the
cost-sharmg scheme was mtroduced

Some respondents have suggested that the qualIty of consultatlOns may have Improved, as
faCIlItIes have become less crowded WIth patIents seekmg unnecessary care The utIlIzatIOn
statIstICS CIted above suggest that any Improvements m the qualIty of consultatIOns would be In
the form of patIents havmg more repeat VISItS rather than longer consultatlOns

E EqUity

1 Access to care

UtIlIzatIOn and consequently expendItures appear to be the same between households WIth access
to a health faCIlIty and those WIthout access SImIlar utIlIzatIOn IS the result of two factors that
offset each other 1) the InCIdence of Illness was greater In households WIthout access, and 2)
among people who were Ill, the probabIlIty of seekmg care was lower m households WIthout
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access AbIlIty to pay, measured by health care expendItures as a percentage of household
consumptIOn, also appears to be the same between households wIth access to a faCIlIty and those
WIthout access

For polIcy purposes, these results suggest that If health care were to be financed through an
annual prepayment or earmarked tax, the amount could be the same regardless of access ThIS IS
an Important result, because It would allow for a somewhat SImpler scheme, and the MOLG
emphaSIzed the Importance of SImplICIty for any polley that mIght be recommended

2 RelatIve economIC status

UttbzatIOn was conSIstently hIgher for households WIth hIgher economIC status For health care
expendItures and abIlIty to pay, the comparIsons are somewhat more complIcated In households
m whIch at least one person used care, expendItures were only 6 percent of consumptIOn for
households m whIch consumptIOn was greater than the medIan, m companson to 12 percent for
households m whIch It was less than the medIan, and these dIfferences across economIC status
were SIgnIficant In contrast, health expendItures were 4 percent of consumptIOn when averaged
over all households, and the dIfferences across economIC status were not SIgnIficant

For polIcy purposes, the questlOn.s whether or I10tthe cosl-sharmg scheme IS regresSIve, 1 e do
people who are poorer spend a hIgher percentage of theIr mcome for health care than people who
are better off financIally? The statIstIcs presented above show that the scheme IS at best neutral,
and definItely not as progreSSIve as Entrea's mcome tax rates From the perspectIve of someone
who IS Ill, the scheme IS regreSSIve, because the percentage of consumptIOn that people who are
poorer spend IS tWIce as hIgh as people who are better off finanCIally From the perspectIve of all
households, the scheme IS neutral, because everyone spends the same percentage of consumptIOn
The neutralIty reflects the fact that people who are better off are consummg more and spendmg
more

3 Poverty certificates

The current polley for poverty certIficates IS unclear The March 20, 1995 announcement SaId
that the local admInIstratIOn would Issue poverty certIficates to and pay the bIll of patIents who
are referred to the hospItal, but are unable to pay for care Local government offiCIals saId that
the VIllage admInIstratIOn Issues poverty certIficates however, patIents must also seek
authOrIZatIOn from the MmIstry of Labor and Human Welfare (MOLHW), whIch IS responSIble
for payment MOH admmIstrators have been dIscouraged from seekmg reImbursement for the
care proVIded to patIents WIth poverty certIficates

The absence of clarIty IS causmg problems for patIents, health workers, and the VIllage
admInIstrators Many patIents who seek care at hospItals have neIther money nor a poverty
certIficate Health workers face a conflIct between treatIng patIents and InSlstmg on payment or a
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poverty certIficate VIllage admInIstrators do not have umform standards for whIch patIents are
entItled to a poverty certIficate

OPTIONS

A Overview ofthe Economy and the Health Economy

Although only 27 3 percent of the populatIOn of Entrea hve In urban areas, the maJonty of
financial actIvIty for health care occurs In urban areas OpInIOnS dIffer on whether Maekel Zone
and urban areas contnbute more or less than they receIve, and a quantItatIve estImate IS beyond
the scope of thIs assessment The POInt IS that there are more publIc funds gOIng In and out of the
health In urban areas than In rural areas, and the volume of financIal actIVIty for health care In
urban areas IS lIkely to expand as Incomes Increase and the demand for health care Increases In
urban areas In contrast, the tax revenue from rural areas IS lower, as IS the potentIal for Income
growth, and they are lIkely to reqUIre substantial subSIdIes for health care for the foreseeable
future

B OptIOns for SOCial Insurance

Two optIOns WIth the most advantages are SOCIal msurance programs that finance care at both
publIc and pnvate faCIlItIes NeIther optIOn IS perfect, and there IS a tradeoff between an
msurance program WIth co-payments that dIscourages unnecessary care and one WIthout co
payments that does not reqUIre fee collectIOn at health centers and statIOns These optIOns are
generalIzatIOns, and It would be pOSSIble to deSIgn a SOCIal msurance system WIth co-payments at
hospItals (and pOSSIbly some health centers) where the cost of fee collectIOn IS relatIvely low, and
no co-payments at health statIOns (and pOSSIbly some health centers) where the cost of fee
collectIOn IS relatIvely hIgh

C RecommendatIOns

1 Sacral msurance system

The MOH should move towards recovery of a hIgher percentage ofthe costs of care m the
context of a SOCial msurance system, rather than through pnce mcreases withm the current
system A SOCial msurance system offers the opportumty to use all publIc finance optIOns to raIse
revenue for health care, rather than bemg lImIted to raIsmg all the revenue at the tIme that care IS
delIvered or withm the health sector For example, Entrea's mcome tax rates are progreSSIve and
could serve as a standard for the SOCIal msurance system

2 Short-run przce mcreases

Ifpnce mcreases withm the current system are necessary withm the short run, the pnce mcreases
should be dIrectly lmked to qualIty Improvements Further prIce mcreases m the absence of
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qualIty Improvements WIll cause further decreases m utIlIzatIOn, but It IS not clear that further
decreases are warranted on the basIs of efficIency A dIrect lmk to a quahty Improvement, such
as chargmg fees for drugs, can offset some of the decrease m utIhzatIOn and the correspondmg
decrease m revenue

3 Two types ofmsurance programs

The SOCIal msurance system should have two types of msurance programs one to address the
hIgh volume and dynamIC health finance Issues m Maekel Zone and urban areas, and the other to
finance pnmary health care wIth much more lImIted finanCIal resources m rural areas

4 Staged zmplementatlOn

OperatIOns research and ImplementatIOn of the SOCIal msurance system should begm as soon as
pOSSIble NatIOnal Insurance CorporatIOn of Entrea (NICE) has expressed mterest m entermg mto
a 50/50 partnershIp With the MOH to mitIate the msurance program

CIVIl servants and enterpnse employees are an Ideal populatIOn WIth WhIch to ImtIate the
program The mimmum nsk pool for a medIcal msurance program IS 5,000 people, whIch IS
more than satIsfied by the 20,000 CIvIl servants and 20,000 enterpnse employees, plus theIr
famIlIes Further, they can be enrolled as a group to aVOId problems of adverse selectIOn Fmally,
~IvIl ~~rvants Just receIved substantIal pay Increases and are finarlcmH11ll a pOSItIon IO pay socrat
msurance premIUms

RECOMMENDED TASKS

Cost-Sharmg Scheme

EstablIsh a umform polIcy and a SImple process for obtammg poverty certIficates

2 Introduce procedures for facIlItIes to report to the MOH on the value of servIces delIvered
to people WIth poverty certIficates and to emergency cases

3 EstablIsh routme procedures for fee collectors and the accountmg staff at zonal medIcal
offices to estImate faCIlIty costs Develop receIpts or other forms that lIst costs as well as
fees

4 Conduct a cost study at MHH WIth estImates of current costs and projected costs when
qualIty Improvements are completed

6



Cost-SharIng Scheme or Social Insurance

5 Include cost estImates, revenue, and utIlIzatIOn data m a comprehensIve budgetmg
process

6 Develop sImplIfied procedures for expendItures that lmk facIlIty revenue to qualIty
Improvements

7 Incorporate cost estImates and revenue projectIOns m the long-term plannmg process

8 Conduct operatIOns research to IdentIfy the most cost-effectIve ways to provIde care for
specIfic health problems or populatIOns

SocIal Insurance

9 Conduct operatIOns research on msurance program benefits

10 Conduct operatIOns research on reImbursement methods for provIders

11 In partnershIp wIth NICE, develop a busmess plan to ImtIate a socIal msurance program
for CIVIl servants and/or enterpnse employees

12 ImtIate a process WIth MOLG and VIllage health commIttees to develop commumty-based
SOCIal msurance m rural areas
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I INTRODUCTION

In February 1996, the Mmistry of Bealth (MOB) of Entrea mtroduced cost-sharmg at all publIc
health facIlItIes on a user-fee basIs Although fees were charged at some facIlItIes for some
serVIces pnor to 1996, the cost-shanng program marked the begmnmg of regIstratIOn fees at all
facIlItIes, as well as fees for drugs and diagnostIc tests at hospItals Cost-sharmg m thIS context
refers to user fees that do not recover 100 percent of health care costs, such as the nommal
reglstratIOn fees of 3 and 5 bm at health statIOns and health centers, respectlvely Cost-recovery
refers to user fees that recover all the health care costs, such as the fees for drugs at hospItals

The cost-shanng scheme was deSIgned to encourage patIents to use pnmary care facIlItIes (except
m emergencIes) and to encourage an mcrease m the supply of health care from the pnvate sector
The scheme provIdes substantIal SubSIdIes for pnmary care, whereas patIents at hospItals
(espeCIally reSIdents of urban areas) are expected to pay all the costs oftheu care In addItIOn, the
regIstratIOn fee for hospItal outpatIents and the room charge for mpatIents are lower for patIents
who are referred from pnmary care facIlItIes The hIgher fees at hospItals are also mtended to
encourage patIents to seek care from the pnvate sector, and the hIgher revenues at hospItals are
mtended to encourage people to mvest m the pnvate sector hospItals and clInICS For more
mformatIOn, see the MOB Cost-Sharmg Announcement, March 20, 1995, m AppendIx D

After the cost-sharmg scheme had been operatmg for 18 months, the MOB asked the BASICS
project to field a short-term health finance consultant for one month to-

• ReVIew and assess the cost-sharmg scheme m regard to the qualIty of care, effiCIency,
eqUIty, and VIabIlIty

• Propose feasIble optIons on how to ImmedIately InItiate cost-recovery for all medIcal
servIces on a user-fees baSIS accordmg to mdividual's abIlIty and WIllIngness to pay m
regard to effiCIency and the qualIty of care provIded

The terms of reference (TOR) and two letters modIfymg the terms of reference, dated August 4,
1997 and September 12, 1997, are m AppendIx A

As the final report of that consultancy, the results of the assessment and the optIOns are presented
m the followmg five sectIOns SectIOn II IS an overvIew of the methodology The results ofthe
assessment are reported m SectIOn III The optIOns for mItIatmg cost-recovery mvolve msurance
schemes as well as user fees, and these optIOns are proposed m SectIon IV Recommended tasks
to Improve the cost-shanng scheme and to mitIate a socIal msurance system are descnbed m
SectIOn V
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II METHODOLOGY

A IntroductIOn

As hsted In the TOR, the assessment and proposal are based on three sources ofmformatIOn 1)
qualItatIve mtervIews WIth MOH officIals, health workers, and other officIals of the Entrean
government 2) quantItatIve analysIs of secondary data, and 3) document reVIew The qualItatIve
and quantItatIve methods are summanzed below For the document reVIew, please see the
bIblIography m AppendIx C

B QualItative IntervIews

I talked wIth offiCIals at the MOH, MInIStry of Local Government (MOLG), MInIStry of Fmance
(MOF), and NatIOnal Insurance CorporatIOn of Entrea (NICE) I also mtervIewed the zonal
medIcal officer, a representatIve ofMOLG, and health workers m three of Entrea's SIX zones 1)
Anseba, 2) Debub, and 3) Maekel I also mterviewed the adnllnIstrator and chIef accountant at
Mekane HIwOt HospItal (MHH) The lIst of people contacted IS In AppendIX B Durmg the
IntervIews, respondents were asked questIOns about the follOWIng tOPICS

• Descnbe the current cost-shanng system
• Assess the strengths and weaknesses of the cost-shanng system
• Descnbe how expendItures are made for the faCIlIty
• Has the cost-sharIng system led to an Increase m resources aVaIlable to the faCIlIty?
• Are people aware of the dIfferences between the regIstratIOn fee and the cost of servIces?

Note that the cntena for selectIng the number ofzones to VISIt was whether or not I learned new
InfOrmatIOn at InterVIews, when the InfOrmatIOn became repetItIve, no VISItS to addItIOnal zones
were planned The zones VISIted were located close to Asmara, so some InfOrmatIOn about the
dIfficultIes of ImplementIng a cost-sharIng scheme at remote faCIlItIes may not have been
collected

C Quantitative AnalySIS

1 Time series data on utlllzatlOn

A programmer at SEMISH created a speCIal tIme senes data set WIth monthly utIlIzatIOn data by
level of facIlIty (hospItal, health center, and health statIOn) for each provInce for 1994 and 1995
and for each zone for 1996 and 1997 The data Included utIlIzatIOn of two servIces for whIch fees
were charged 1) outpatIent VISItS and 2) hospItal dIscharges Multivanate regreSSIOn analySIS was
used to test for changes In utIlIzatIOn before and after the cost-sharIng scheme was Introduced
As a comparIson, the data set also Included utIlIzatIOn of two servIces that are prOVIded free of
charge 1) growth mOnItorIng and 2) antenatal care
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Note that the local government m Entrea was restructured from 10 provmces to 6 zones m
January 1996 For four of the SIX zones, 1994 and 1995 utIlIzatIOn data from the two provmces
that were combmed mto one zone were added to correspond to the later data on zones For
hospItals and health centers (wIth one exceptIOn), the data on the two relevant provmces mcluded
the same facIlItIes as the zone ThIS was not the case for health statIOns, so those statIstIcal tests
were performed wIth natIOnal data rather than data by zone

2 Erttrean Household Health Status, UtlltzatlOn, and Expenditure Survey (EHHSUES)

EHHSUES data on utIlIzatIOn and expendItures were used to assess the eqUIty of the cost-shanng
scheme Two sets of compansons were made on the baSIS of access to health care and relatIve
economICS status AnalysIs of varIance (ANOVA) was used to test for dIfferences m utIlIzatIOn
and expendItures

Access was defined as IIvmg m a town or VIllage WIth a health faCIlIty Solomon Tsegay, who
performed the prelImmary analysIs of the EHHSUES data, adVIsed that the survey data on
dIstance and travel tIme to the nearest health faCIlIty were unrelIable Instead of usmg the survey
data, a programmer at SEMISH IdentIfied whIch of the towns and VIllages m the sample had a
health faCIlIty

Data on monthly household consumptIOn were used to IdentIfy relatIve economIC status
ConsumptIOn mcluded food that was purchased, produced and eaten, or receIved as a gIft dunng
the prevIOUS month It also mcluded one-thud of non-food expendItures durmg the prevIOUS three
months Households whose consumptIOn was greater than the medIan were defined as hIgh
status, and households whose consumptIon was less than or equal to the medIan were defined as
lower status

3 DemographiC and health survey (DHS)

Data m the DHS report proVIded natIOnal statIstICS on health status, health care utIlIzatIOn,
reSIdence (urban versus rural), and employment status

III ASSESSMENT OF THE COST-SHARING SCHEME

A Revenue

In 1996, health faCIlItIes collected a total of 8,340,811 bIrr ($1,174,762 at an exchange rate of 7 1
birr/$US) and the maJonty of revenue appears to be from hOSpItalS Total revenue by zone and
revenue data by level of faCIlIty for the three zones that I VISIted are reported m Table 1 As
shown, the maJonty of revenue was from hospItals, but 30 percent of total revenue was from
MHH
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Revenue for 1997 IS expected to exceed 1996 1996 revenue represents lIar fewer months of fee
collectIOn, because all facIlItIes dId not begm collectmg fees m February 1996, and some dId not
begm unttl Apnl 1996 In addItIOn, the capaCIty for fee collectIOn IS greater m 1997 than 1996
because more facIlttIeS have fee collectors and safes (see below) Rough estImates of 1997
revenue (revenue dunng the first SIX months multIplIed by two) suggest that 1997 revenue WIll be
20 percent greater than 1996 for two of the three zones that I VISIted, and about 40 percent greater
than 1996 at MHH

Revenue was 14 percent of government recurrent expendItures for health care In 1996, WhICh
were 58,242,030 bIrr ($8,203,000) ThIS IS the hIghest reported percentage for sub-Saharan
Afnca (Wang'ombe, 1997) Even for Kenya, whIch has been the SIte of a five-year, multI-mIllIon
dollar health finance reform project, It IS reported that 37 percent of non-personnel recurrent
expendItures are recovered at proVInCial hospItals, 20 percent at dIstnct hospItals and 21 percent
at health statIOns (Collms, et aI, 1996), compared to 32 percent of non-personnel recurrent
expendItures m Entrea

Table 2 presents three measures of revenue as a percentage of expendItures by zone Revenue IS
the same for each measure, but there are three dIfferent measures of expendItures 1)
expendItures for drugs, 2) government expendItures for personnel and other recurrent costs
(exdudmg drugs), and 3) total recurrent expendItures The zones report that they are recovermg
from 23 to 59 percent of expendItures for drugs, the percentages for zones are lower than the
natIOnal total, because expendItures m zones mclude donor funds for drugs and the natIOnal total
does not

Revenue as a percentage of total expendItures at publIc health faCIlItIes IS lower than 14 percent,
because total expendItures mclude donor recurrent expendItures and capItal costs Although data
on donor recurrent expendItures and capItal costs are not avatlable, one estImate (Yoder, 1995)
suggests that 1996 revenue would be about 8 percent of total costs and another estImate (World
Bank, 1997) suggests t~at It would be about 10 percent of total costs---

B EffiCiency of the Fee CollectIOn Method

1 DescnptlOn ofthe fee collectIOn method

Fee Collectors In the last 18 months, the MOH hIred full-tIme fee collectors for most faCIlItIes
TheIr Job IS to collect money, wnte receIpts, and depOSIt money at the local office of the
Treasury They are accountable for the money collected rather than health workers, and there are
stiff penalties for financIal IrregularIties (e g , a 10,000 bIrr penalty per mIssmg receIpt) Health
centers and statIOns have one fee collector per faCIlIty HospItals may have more than one fee
collector, and MHH has a total of eIght (seven fee collectors and one head cashIer)
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TABLE 1
1996 REVENUE COLLECTED BY LEVEL OF FACILITY

Zone

Anseba

Debub

Gash Barka

Maekel

HospItals

357,959(a)

896,562

MInI
HospItals

596,243

Health
Centers

218,836(a,b)

107,965

237,443

Health
StatIOns

197,556

286,115

Total

693,812

1,798,327(c)

710,010

597,563(d)

Northern Red Sea

Southern Red Sea

Subtotal for zonal hospItal, health center, and health statIOn

416,644

732,109

4,948,466(f)

Mekane HIwOt

Berhane Aym

KIdISty MarIam

Hazhaz

2,542,887(e)

540,374

35,349

273,736

Subtotal for referral hospItals

TOTAL

3,392,346(f)

8,340,811 (f)

a EstImate for 1996 based of 4th quarter 1996 revenue multIplIed by four
b Health centers and health statIOns not reported separately
c Total reported by MOH financIal officer was 1 57640307
d Includes 74005 2 for the quarantme center
e Total reported by MOH financIal officer was 274923832
f Subtotals and natIOnal total differ from amounts reported by MOH financial because of dIfferences noted

m c and e above
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The frequency wIth WhICh the fee collector deposIts money IS controlled by the number of
officIal receIpt books that he/she receIves from the Treasury, and vanes wIth the dIstance to the
local Treasury office Although fee collectors mltIally were reqUIred to make deposIts on a daily
or weekly basIs, the MOH and the Treasury subsequently agreed on less frequent deposIts for
some facl1Itles, takmg mto consIderatIOn the cost of travel (both the vehIcle and the fee
collector's absence from the facIlIty) to the Treasury office Fee collectors at the most remote
facIlItIes now make deposIts once a month Wall safes are bemg mstalled at faCIlItIes where
deposIts are made less frequently

Fee CollectIOn from OutpatIents The fee collectIOn method at health centers and statIOns IS

relatIVely SImple The fee collector collects the registratIOn fee from patIents and gives one copy
of the receIpt to the patIent and one copy to the health worker To msure that everyone who
receIves care has pmd (WIth the exceptIOn of emergencIes), the health worker calls patIents to a
consultatIOn by the name on receIpt

At hospItals, the fee collectIOn method IS more complex, because there are fees for dIagnostIC
exams and drugs m addItIOn to the regIstratIOn fee FIgure I shows the steps that may be reqUIred
dunng an outpatIent VISIt As shown, an outpatIent VISIt may reqUIre up to mne steps

Fee CollectIOn from InpatIents InpatIents at hospItals pay a depOSIt when they are admItted For
example, the schedule of depOSIts at MHH IS presented m Table 3 WhIle the patIent IS
hospItalIzed, the servIces he/she receIves and the pnce of the servIces are recorded m the patIent
record When he/she IS dIscharged, the fee collector prepares a receIpt WIth the total amount due
If the total exceeds the depOSIt, the patIent pays the addItIonal amount due, and If the total IS less
that the depOSIt, the patIent receIves a refund

SIck Reports For hospItal care, some patIents present a SIck report from theu employer, who
accepts finanCIal responsIbIlIty for ItS employees care In 1996, MHH bl1led 83 employers or
organIzatIOns for then employees' care, and receIved 269,717 bm ($39,988) or 106 percent of
MHH's revenue from them In 1996, the employers were pnmanly enterpnses Although some
people thought that Clvl1 servants also receIve SIck reports, most Clvl1 servants pay for care out
of-pocket, WIth a few exceptIOns, such as of employees of the MOH and the Mmlstry of Defense

2 Assessment ofthe fee collectIOn method

In general, fee collectIOn IS operatmg smoothly The maJonty of fee collectors have been hued
and begun work, and faCIlItIes are recelYmg and mstallIng then safes All of thIS has been
accomplIshed m a relatIvely short penod of tIme There are ObVIOusly some problems at faCIlItIes
where the fee collectors have not yet been hIred and the safes have not yet been mstalled Some
health workers are reluctant to take on the addItIOnal responsIbIlIty of collectmg fees m the
absence of a fee collector Some fee collectors and health workers are uneasy about keepmg
money at the faCIlItIes that do not have safes These problems should be resolved as the hmng of
fee collectors and the mstallatIOn of safes proceeds
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TABLE 2
REVENUE AS A PERCENTAGE OF EXPENDITURES

Zone

Revenue as %
of expendItures
for drugs

Revenue as %
of government
expendItures for
personnel and other
recurrent costs (a)

Revenue of%
of total
recurrent
expendItures

Anseba 36% 29% 16%

Debub 38 35 18

Gash Barka 23 42 15

Maekel(b) 34 17 11

Northern Red Sea na na na

Southern Red Sea 59 18 14

Mekane HIwOt 57 41 24

Other referral
hospItals na na na

TOTAL 66 (c) 18 14 (c)

a Other recurrent costs mclude pnmary health care expenditures m Anseba, Gash Barka, and Southern Red
Sea zones

b Expenditures for other recurrent costs for 1996 are estimated with the 1997 expenditures
c Percentages are lower In zones than the natIOnal total because expenditures In zones Include donor funds

for drugs and the natIOnal total does not
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FIGURE 1
PATIENT FLOW DURING FEE COLLECTION FROM HOSPITAL OUTPATIENTS

1 Pay regIstratIOn fee to fee collector

2 Consult wIth health worker

If health worker orders a dIagnostIc exam, then the patIent follows these steps
3 Go to laboratory where the techrucIan wntes the pnce of the exam on the order
4 Go to fee collector to pay for exam
5 Return to laboratory for exam
6 Return to health worker wIth the results of the exam

If the health worker prescnbes drugs, then the patIent follows these steps
7 Go to pharmacy where the pharmaCIst wrItes the pnce of the drug on prescnptIOn
8 Go to fee collector to pay for drugs
9 Return to pharmacy for drugs

TABLE 3
SCHEDULE OF DEPOSITS FOR INPATIENT CARE AT MHH

PatIent class

FIrst
Second

Surgery

300 bIrr
200

16

Non-surgIcal

200 bur
100



TABLE 4
1996 AVERAGE REVENUE BY LEVEL OF FACILITY

Zone

Revenue

Anseba
Debub
Maekel
Mekane HIwOt

HospItals

357,959
448,281

2,542,887

MIllI
HospItals

119,249

Health
Centers

15,424
29,680

Health
StatIOns

9,878
12,440

Health
Centers and
StatIOns

13,677
11,316
19,276

Fee collector's salary as a percentage of revenue (salary = 4,068 bur per year) (a)

Anseba
Debub
Maekel
Mekane HIwOt (d)

2%c
2 (c)

1

3 % (c) 21 %
11

33 %
26

24%
29
17

Fee collector's salary as a percentage of revenue (salary = 10.308 bIrr per year) (b)

Anseba
Debub
Maekel
Mekane HIwOt (d)

6%c
5 (c)

4

9 % (c) 56%
29

87%
69

63 %
76
45%

a Estimates based on the assumptIOn that 80 percent of health centers and statIons had fee collectors In 1996

b Estimates based on the assumptIOn that 1997 revenue at health centers and statIOns wIll be 20 percent
hIgher when all faCIlItIes have fee collectors

c It IS assumed that a zonal hospItal has two fee collectors and a mInI-hospItal has one fee collector

d The estImate IS based on the assumptIOn that the head cashIer earns a fee collector's salary
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A mam Issue IS that the cost of the fee collectors' salary may be about the same as the revenue
collected from the regIstratIOn fee at some pnmary care facilItles, especIally health statIOns
Table 4 shows the fee collectors' salary as a percentage of revenue At the 1996 salary for
secondary school graduates of 4,068 blIT per year, the fee collectors salary was 20 to 30 percent
of revenue collected at health centers and statIOns, and only 1 or 2 percent of revenue collected at
hospItals At the 1997 salary of 10,308 blIT per year, the salary IS 50 to 80 percent of the revenue
collected at health centers and statIOns Note that the calculatIOns reported m Table 4 only
mclude the fee collector's salary, but the that total costs of fee collectIOn also mclude travel costs
to depOSIt revenue and the capItal cost of the safes

From the patIent's perspectIve, another Issue IS the number of steps reqUIred to pay for care at
hospItals Fee collectIOn may double the number of steps reqUIred for an outpatIent VISIt at a
hospItal

C EffiCIency of the Cost-sharmg Scheme

1 IntroductIOn

The effiCIency of the cost-sharmg scheme should be Judged relatIve to the goals It was deSIgned
to attam In addItIon to ralSlng revenue, those goals are to 1) proVIde substantial SubSIdIes for
prImary care, 2) charge patIents the full cost of care at tertIary care faCIlItIes and 3) encourage
patIents to use the referral system approprIately Two aspects of the scheme are assessed relatlve
to these goals prIces and patIent behaVIOr

2 Are tlte prices appropriate to attam tlte goals?

ThIS questIOn addresses whether or not the regIstratIOn fees at health centers and statIOns offer
substantIal SubSIdIes for prImary care, and whether or not the patIents pay the full cost of care at
tertIary faCIlItIes To begm the assessment, Table 5 summarIzes the mformatIOn avaIlable about
current pnces relatIve to costs

It IS clear that the regIstratIOn fees at health centers and statIOns prOVIde a substantIal SUbSIdy for
curatIve care at those facIlItles The cost estImates that are aVailable (Yoder, 1995) suggest that
the average cost per outpatIent VISIt for curatIve care IS 31 blIT at health centers, compared to a
regIstratIOn fee of 5 bIrr and 15 bIrr at health statIOns, compared to a regIstratIOn fee of 3 bIrr
Although I have some reservatIOns about the cost estImates (the margInal cost IS a more
approprIate measure than average cost) and there IS conSIderable VarIatIOn In average costs across
facIlItIes, the dIfferences between the average costs and the regIstratIOn fees are large enough to
conclude that the care IS SUbSIdIzed

Further, the respondents to the qualItatIve IntervIews reported that the regIstratIOn fees have had a
pOSItIve effect on patIents' attItude towards care In some cases, patients value theIr care more
For example, patIents are more lIkely to adhere to treatment (take the full course of drugs) when
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TABLE 5
CURRENT PRICES RELATIVE TO COSTS

ServIces
PrIces
currently charged

Official
prIce lIst

Cost
estImate **

Referral hospItal
OutpatIent (per VISIt) na

WIth referral* 7 bm 7 bIrr
wIthout referral* 16 16

InpatIent (per day) na
wIth referral* 1 5 95
wIthout referral* 19

Zonal hospItal
OutpatIent (per VISIt) 18 to 36 bm

wIth referral* 6 6
wIthout referral* 11 11

InpatIent (per day) 54 to 82
wIth referral* I 5 95
wIthout referral* 19

DIStrICt hospItal
OutpatIent (per VISIt) 36 bIrr

With referral* 5 5
wIthout referral* 10 10

InpatIent (per day) 82
wIth referral* 1 5 95
wIthout referral* 19

Health Center
OutpatIent (per VISIt) 31

regIstratIOn fee 5 5
(mcludes drugs & lab)

InpatIent (per day) 1

Health StatIOn
OutpatIent (per VISIt) 15

regIstratIOn fee 3 3
(mcludes drugs & lab)
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Footnotes to Table 5

* PatIents pay for laboratory tests and drugs In addItIOn to the regIstratIOn fee

**
a Cost estImate for a zonal hospItal IS from World Bank Entrea FIrst Health Project Staff AppraIsal Report

Draft June I, 1997

The method for the estImate IS not reported

b All other cost estImates are from R Yoder Health Faclhty Cost EstImates Study 1995 BASICS
Techmcal DIrective 000 ER 00 0012

The cost estImates mclude MOH and donor expendItures for personnel, drugs, other recurrent costs and annual
deprecIatIOn cost of capItal

Note that the cost estimates are based on 1994 data Although the MOH total budget for 1994 (Includmg stIpends
for ex-combatants) IS roughly the same as the budget for 1996 (54 6 mIllIon blIT m 1994 versus 58 2 mIllIon In
1996), the allocatIOn of funds has changed A lower percentage of the budget was allocated to personnel and a
hIgher percentage was allocated to drugs and other recurrent costs In 1996 than In 1994

they pay regIstratIOn fees In other cases, patIents are more aware that care at publIc faCIlItIes IS
SUbSIdIzed For example patIents are aware that the regIstratIOn fees at publIc health centers and
statIOns are less than they would spend for drugs at pharmaCIes or rural drug vendors

Data are not currently aVaIlable to draw conclUSIOns about the prIces at tertIary care faCIlItIes
Table 2 shows that patIents at MHH are paymg 24 percent of the total recurrent costs of care It IS
not pOSSIble to IdentIfy whIch prIces are more or less than margmal costs, because a cost study
not been performed at MHH m recent years In addItIOn, It IS not pOSSIble to estImate the value of
care that was proVIded to people WIth poverty certIficates, because the accountmg personnel have
not had tIme to perform these calculatIOns m recent years

Although the costs of zonal and dIStrICt hOSpItalS have been estImated, these estImates are not
comparable to hospItal regIstratIOn fees The amount patIents pay for hospItal care mcludes fees
for drugs and dIagnostIC exams, as well as regIstratIOn fees The cost estImates are also subject to
the same CrItICIsms noted above for the estImates of costs at health centers and statIOns Also, It
was not pOSSIble to estImate the percentage of total recurrent cost recovered at zonal and dIStrIct
hospItal, because expendIture data were not avaIlable by level of faCIlIty

3 Have the deSired changes In patient heltaVlOr occurred?

After the cost-sharmg scheme was mtroduced, the monthly utIlIzatIOn data show a decrease m
utIlIzatIon of care for WhICh fees are charged As shown III FIgures 2, 3, and 4, the number of
new outpatIent VISItS decreased begmmng m February 1996 at hospItals, health centers, and
health statIOns, respectIvely HospItal dIscharges also decreased begInnmg at the same tIme, but
mpatlent dIscharges from health centers dId not MultIvarIate regreSSIOn analYSIS showed that
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these decreases were sIgmficant There was no comparable decrease In utlbzatIOn of care that IS
free of charge, such as new patlent VISItS for growth momtonng and antenatal care

The decrease In utlbzatIOn could be a source of Improved effiCIency or a source of concern
dependIng on whether the decrease was among patlents WIth less severe Illnesses or patIents WIth
severe Illnesses who were unable to pay for care Although the utIlIzatIOn data can not address
thIS questIOn, the respondents to the qualItatIve IntervIews Said that most of the decrease was
among patIents WIth less severe Illnesses The decrease In utIlIzatIOn was reducmg crowdmg at
health facl1Itles and allowmg health workers to spend more tlme WIth patIents With severe
Illnesses Some offiCials Said that the decrease was among resIdents of towns and VIllages that are
close to health facilItles, because people who lIve far from health faCIlItIes only seek care for
severe Illnesses

Some respondents noted that the people who decreased theIr utIlIzatIOn of care mIght mclude a
small number of patlents WIth severe Illnesses who were unable to pay for care Also, the
EHHSUES data mcluded mformatIOn about people who dId not seek care Among households m
whIch someone dIed m the last two years, one respondent (2 percent) Said that he/she dId not
seek care for the person who dIed because It was too expensIve, compared to 44 percent who Said
that he/she dId not seek care because the facIlIty was too far away Among households m whIch
someone WIth a chromc dIsease dId not seek care, 22 percent of the respondents Said that he/she
dId not seek care because It was too expensIve, compared to 20 percent who Said that he/she dId
not seek care because the faCIlIty was too far away

If the decrease m the number of new outpatIent VISItS IS allowmg health workers to spend more
tlme WIth people WIth severe Illnesses the health workers appear to be spendmg tIme WIth them
dunng more repeat VISItS rather than durmg a than longer consultatIOn tIme for each VISIt The
monthly utIlIzatIOn data also show an mcrease m the number of repeat VISItS for outpatlents, so
the decrease m the total number (new and repeat) of outpatIent VISIts IS much smaller than the
decrease m the number of new patIent VISItS For example, comparmg the outpatIent VISIts m the
first SIX months of 1994 to the first SIX months of 1997, the number of new patIent VISItS
decreased by 33, 23, and 9 percent, at hospItals, health centers, and health statIOns respectlvely
In contrast, the total number (new and repeat) of outpatIent VISItS decreased by only 12 and 9
percent at hospItals and health centers, respectIvely, and mcreased by 15 percent at health
statIOns

The utllIzation of care shIfted away from curatIve care towards preventIve care at health centers
and statIOns, but not at hospItals Agam, comparmg data on the first SIX months of 1994 to the
first SIX months of 1997, the total number (new and repeat) of VISItS for growth momtormg and
antenatal care mcreased substantIally at health centers and statIOns, but not at hospItals
Consequently, the total number (new and repeat) of patIent ViSitS for curatIve care and these two
types of preventIve care dId not change at health centers, but mcreased by 18 percent at health
statIOns
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Figure 2 TOTAL FOR ALL HOSPITALS, JANUARY 1994 TO JUNE 1997
Companson of utilization of fee-far-service and services free of charge
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Figure 3 TOTAL FOR A,LL HEALTH CENTERS, JANUARY 1994 TO JUNE 1997

Companson of utilization of fee-far-service and services free of charge
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Figure 4 TOTAL FOR ALL HEALTH STATIONS, JANUARY 1994 TO JUNE 1997

Companson of utilization of fee-for-servlce and services free of charge
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Fmally, It IS unclear whether or not the cost-sharIng scheme IS encouragmg patIents to use the
referral system correctly The outpatIents who are no longer seekmg care at hospItals could be
usmg care eIther from the prIvate sector or from health centers and statIOns At health centers and
statIOns, there could be some new patIents who would have gone to hOSpItalS m the absence of
the scheme at the same tIme that other people decrease theIr utIlIzatIOn because of the regIstratIOn
fees The data on the number new outpatIent VISItS at health centers and statIOns noted above
shows that the net effect of these two possIble changes IS to decrease utIlIzatIOn

D QualIty of Care

To assess the cost-sharmg scheme m relatIOn to the qualIty of care, It IS Important to note that the
scheme was not deSIgned WIth a specIfic lmk to Improvmg the qualIty of care ThIS IS m marked
contrast to other cost-sharIng schemes m sub-Saharan AfrIca, such as the Bamako ImtIatIve, that
are bemg Implemented m the context of deterIoratmg health care delIvery systems In other sub
Saharan AfrIcan countrIes, user fees are collected and retamed by faCIlItIes to finance qualIty
Improvements For example, when user fees finance drugs, there IS a dIrect lmk between user
fees and drug aVaIlabIlIty (See LItvack and Bodart, 1993)

The cost-sharmg scheme m ErItrea was Implemented m the context of a government that IS
commItted to Improvmg the health ofthe populatIOn, no fee retentIon by faCIlItIes, and very good
drug aVaIlabIlIty The government has IdentIfied health and educatIOn as one of the two sectors
that are elIgIble for mcreases m recurrent expendItures m the near future and mvested 877
mIllIon bIrr ($12 3 mIllIon) or 10 4 percent of capItal spendmg III the health sector III 1996
Lamg conducted a drug mdIcator survey m January 1996 and reported that 100 percent of the
drugs on the EssentIal NatIonal Drug LISt (ENDL) were aVaIlable m hospItals, 93 percent were
avaIlable m health centers, and 67 percent were aVaIlable m health statIOns (Lamg, 1996) He
also reported that 91 percent of 15 "marker" drugs were aVaIlable and concluded, "[ThIS] IS very
nearly the best reported m any AfrIcan survey"

GIven that drug aVaIlabIlIty was good before the cost-sharIng scheme was mtroduced and that the
scheme was not deSIgned to Improve drug aVaIlabIlIty, It IS not surprIsmg that It does not appear
to have Improved drug aVaIlabIlIty, respondents to the qualItatIve mtervIews noted that ENDL
drugs were avaIlable before and after It was mtroduced A comparable drug mdIcator survey has
not been repeated smce the scheme was mtroduced

AdmmIstrators noted that the procedures to obtam ENDL drugs have been SImplIfied smce the
cost-sharIng scheme was mtroduced The MOH has always encouraged admmIstrators to let them
know when there are shortages ofENDL drugs, even when the MOH recurrent expendIture
budget for drugs has been spent, m the SpIrIt of "WIll find a way to solve the problem"
AdmmIstrators noted that smce the MOH has been raIsmg addItIOnal revenue, less tIme and
effort IS reqUIred to solve the problem For example, admmIstrators can purchase drugs dIrectly
from Pharmecor, rather than through the MOH store
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Some respondents have suggested that the qualIty of consultatIOns may have Improved, as the
utIlIzatIOn of outpatIent VISItS have decreased and faCIlItIes have become less crowded WIth
patIents seekIng unnecessary care As noted In SectIOn me3 above, patIents appear to be haVIng
more repeat VISItS rather than longer consultatIOns It IS possIble that the duratIOn of consultatIOns
has Increased somewhat at hospItals, where there has been a decrease In the total number (new
and repeat) of VISItS for curatIve care and two types preventIve care, but not at health centers and
statIOns where the number of those VISItS has Increased

Respondents also noted that other aspects of the qualIty of care that have not changed smce the
cost-sharmg scheme was mtroduced and that they would hke to see Improved mcluded I) the
number of health personnel, 2) traInIng (contInuIng educatIOn) for eXlstmg for health personnel,
3) avaIlabIlity of drugs that are not on the ENDL, and 3) vehIcles

Fmally, the EHHSUES data mclude patIent ratmgs of the quahty of care, so It IS pOSSIble to learn
whIch aspects of the qualIty of care have been/are problems for patIents Note two caveats to
mterpretmg these data 1) the data were collected only once (after the cost-sharmg scheme was
mtroduced), so It IS not pOSSIble to assess the affects ofthe scheme on the ratmgs, and 2) the
questIOns were worded m such a way that It IS not pOSSIble to dlstmgUIsh whIch aspects were a
problem m the past and whIch ones are currently a problem

As shown m Table 6, the maJonty of patients (68 percent at hospItals, 62 percent at health
centers, and 61 percent at health statIOns) rated the overall qualIty of servIce as excellent or good
The most Important problems for patIents appeared to be access to care The maJonty of patIents
saId that they expenenced problems WIth I) the faCIlIty bemg too far away, 2) lack of transport to
the faCIlIty, and 3) a long walt at the faCIlIty A maJonty of hospItal patIents SaId that they had
expenenced problems WIth the prIce of care, but thIS was not the case for health centers and
statIOns About half of the patIents noted that they had experIenced problems WIth the aVaIlabIlIty
of medIcal supplIes

E EqUity

1 IntroductIOn

The cost-sharmg scheme IS ralSlng revenue and decreasmg UtIlIzatIOn, but are the effects on
utIlIzatIOn and expendItures are the same for everyone? To address thIS questIOn, I compared
households accordmg to two cnterIa access to care, and relatIve economIC status There were
two types of companson among people who were III and sought care, and among all households
The latter comparIson assumes that the lIkelIhood of bemg III IS the same for everyone, so that
experIences of the subset of households m whIch at least one person had been III m the last four
weeks can be extrapolated to all households
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TABLE 6
PATIENT RATINGS OF THE QUALITY OF CARE

HospItal Health Center Health StatIOn

Percentage who rated overall
qualIty of servIce as
excellent or good 68% 62% 61 %

Percentage who ever
expenenced the followmg
problems

Care too expenSIve 59% 31 % 23%

FacIlIty too far away 72 61 61

No transport avmlable 74 63 63

Long wmt 67 58 57

No medIcal supplIes 41 52 45

Rude and unhelpful staff 12 14 10

Too many separate tnps 26 24 25
reqUIred

Too duty 7 5 7

Lack of confidentialIty 2 1 2

Gender of health personnel 5 6 5

Sample SIze 505 504 390

Source State of Entrea MOH SEMISH and The World Bank EHHSUES data 1997
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EHHSUES data were used for the compansons As noted m SectIOn III D above the data were
collected only once (after the cost-shanng scheme was mtroduced), so the assessment addresses
the eqUIty of the scheme rather than changes m eqUIty before and after the scheme was
mtroduced Note that the statIstIcs on utIlIzatIOn and expendIture refer to treatment by any type of
provIder but about 80 percent of the people sought care from publIc facIlItIes

2 Access to care

UtIlIzatIOn and consequently expendItures appear to be the same between households wIth access

to a health facIhty and those wIthout access SImIlar utIhzatlOn IS the result of two factors that
offset each other 1) the mCIdence of Illness was greater m households wIthout access and 2)
among people who were Ill, the probabIlIty of seekmg care was lower m households wIthout
access As shown III Table 7, the percentage of households III whIch at least one person was III m
the last four weeks was 47 percent III households wIth access and 57 percent m household
WIthout access Among households where at least one person was Ill, at least one person sought
care m 79 percent of the households wIth access and III 71 percent of households WIthout access
Among all households, at least one person sought care m 38 percent of households WIth access
and m 40 percent of households wIthout access (Note that these utIlIzatIOn estImates are hIgher
than prevIOusly reported and Imply one epIsode of Illness WIth treatment per person per year )
ExpendItures for health care appear to be the same between households wIth access and those
wIthout access As shown m Table 8, the average expendIture per household III whIch at least one
person used care was 28 bIrr, and the dIfferences between households wIth and wIthout access
were not sIgmficant As shown III Table 9, the average expendIture per household when averaged
over all households was 11 bIrr, and the dIfferences between households wIth and wIthout access
were not sIgmficant

Consldermg abIlIty to pay, there IS no ObjectIve measure of abIlIty to pay, but I have proposed
usmg monthly health care expendItures as a percentage of household consumptIOn as a gUIdelIne
(Weaver, 1996) Accordmg to thIS gUIdelme, abIlIty to pay for health care also appears to be the
same between households WIth access to care and those WIthout As shown m Table 8, health
care expendItures were 9 percent of consumptIOn m households m whIch at least one person used
care, and the dIfferences between households WIth and WIthout access were not sIgmficant As
shown m Table 9, health care expendItures were 4 percent of consumptIOn when averaged over
all households, and the dIfferences between households WIth and WIthout access were not
sIgmficant

For polIcy purposes, these results suggest that If health care were to be financed through an
annual prepayment or earmarked tax, the amount could be the same regardless of access ThIS IS
an Important result, because It would allow for a SImpler scheme, and the MOLG emphaSIzed the
Importance of SImplICIty for any polIcy that mIght be recommended One caveat WIth thIS result
IS that the SIze of subsamples households III WhICh at least one person used care may not be large
enough for the statIstIcal tests to be relIable, but these are the best data aVailable
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TABLE 7
ILLNESS AND USE OF HEALTH FACILITIES BY ACCESS TO FACILITIES

Health faCIlIty III

town or vIllage
No health faCIlIty
III vIllage

Total
sample

Percentage of households 47% 57% 54%
III WhICh at least one person
was III III the last 4 weeks

Percentage of households 79 71 73
III WhICh at least one person
used a health faCIlIty among
those WIth someone III

Percentage of households 38 40 40
III whIch at least one person
used a health faCIlIty
among all households

Sample SIze 325 884 1209

Source State of Entrea MOH SEMISH and The World Bank EHHSUES data 1997
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TABLES
HEALTH EXPENDITURES AMONG HOUSEHOLDS IN WHICH

AT LEAST ONE PERSON USED A HEALTH FACILITY
BY ACCESS TO A FACILITY

Health facIhty In

town or vIllage
No health facIhty
In vIllage

Total
sample

Household transport fees 22 bIrr 3 3 bIrr 3 0 bIrr
In last 4 weeks among
households In whIch at least
one person used a facIlIty *

Transport fees as a 22% 83 % 67%
percentage of health
care expendItures *

Household health care 283 bm 268 bm 279 bIrr
expendItures In last 4 weeks
among households In

whIch at least
one person used a facIlIty

EstImated household 6242- 3993 bm 4567 bIrr
-

consumptIOn per month *

Health care expendItures as 6% 10% 9%
percentage of consumptIOn

Sample SIze 122 357 479

* DIfferences between subsamples IS sIgmficant at 05 level StatIstIcal tests performed WIth the natural log of the
vanable to adjust for extreme values

Source State of Entrea, MOH SEMISH and The World Bank EHHSUES data 1997
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TABLE 9
HEALTH CARE EXPENDITURES AMONG ALL HOUSEHOLDS

AS A PERCENTAGE OF TOTAL CONSUMPTION
BY ACCESS TO FACILITY

Health facIlIty III

town or vIllage
No health facIlIty
III vIllage

Total
sample

Household health care 10 0 bIrr 11 4 bIrr 109 bur
expendItures dunng last
4 weeks averaged
over all households

Estimated household 5626 bIrr 377 5 bIrr 4274 bIrr
consumptIOn per month *

Health care expendItures as 2% 4% 4%
percentage of consumptIOn

Sample SIze 325 881 1206

* DIfference between subsamples IS Significant at 05 level Statistical tests performed with the natural log of the
vanable to adjust for extreme values

Source State of Entrea, MOH, SEMISH and The World Bank EHHSUES data 1997
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3 Relative economic status

UtIlIzatIOn was consIstently hIgher for households WIth hIgher economIC status As shown m
Table 10, the mCIdence of Illness was greater and among people who were Ill, the probabIlIty of
seekmg care was hIgher tor households m WhICh consumptIOn was greater than the medIan than
m households m WhICh It was less than the medIan Among all households, at least one person
sought care m 44 percent of households m WhICh consumptIOn was greater than the medIan, m
comparIson to only 35 percent ofhouseholds m WhICh It was less than the medIan

For health care expendItures and abIlIty to pay, the compansons are somewhat more complIcated
As shown III Table 11, average expendItures per households In whIch at least one person used
care were 28 bIrr, and the dIfferences across economIC status were not sIgmficant ExpendItures
were only 6 percent of consumptIOn for households In whIch consumptIOn was greater than the
medIan, In comparIson to 12 percent for households In WhICh It was less than the medIan, and
these dIfferences across economIC status were SIgnIficant

In contrast, the results In Table 12 show that the average expendItures when averaged over all
household was 14 bIrr In households In WhICh consumptIOn was greater than the median and 8
bIrr In households In WhICh It was less than the medIan, and the dIfferences across economIC
status were SIgnIficant Health expendItures were 4 percent of consumptIOn when averaged over
all households, and the dIfferences across economIC status were not SIgnIficant

For polIcy purposes, the Issue IS whether or not the cost-sharIng scheme IS regreSSIve, 1 e do
people who are poorer spend a hIgher percentage of theIr Income for health care than people who
are better off finanCIally? The statIstIcs presented above show that the scheme IS at best neutral,
and definItely not as progreSSIve as ErItrea's mcome tax rates From the perspectIve of someone
who IS Ill, the scheme IS regreSSIve, because the percentage of consumptIOn that people who are
poorer spend IS tWIce as hIgh as people who are better off finanCIally From the perspectIve ofall
households, the scheme IS neutral, because everyone spends the same percentage of consumptIOn
The neutralIty reflects the tact that people who are better off are consummg more and spendmg
more

4 Poverty certificates

The current polIcy for poverty certIficates IS unclear The March 20, 1995 announcement [see
AppendIX D] saId that the local admInIstratIOn would Issue poverty certIficates to and pay the bIll
of patIents who are referred to the hospItal, but unable to pay for care Local government offiCIals
Said that the VIllage admimstratIOn Issues poverty certIficates, however, patIents must also seek
authOrIZatIOn from the MmIstry of Labor and Human Welfare (MOLHW), whIch IS responSIble
for payment In the absence of clarIty, MOH admmlstrators have been dIscouraged from seekmg
reImbursement for the care proVIded to patIents WIth poverty certIficates
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TABLE 10
ILLNESS AND USE OF HEALTH FACILITIES BY RELATIVE ECONOMIC STATUS

Household
consumptIOn
greater than
median

Household
consumptIOn
less than or
equal to medIan

Total
sample

Percentage of households 58 % 50% 54%
III WhICh at least one person
was III III the last 4 weeks

Percentage of households 76 70 73
III WhICh at least one person
used a health faCIlIty among
those WIth someone III

Percentage of households 44 35 40
III WhICh at least one person
used a health facIhty among
all households

Sample SIze 612 594 1206

Source State of Entrea, MOH, SEMISH and The World Bank EHHSUES data 1997
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TABLE 11
HEALTH EXPENDITURES AMONG HOUSEHOLDS IN WHICH

AT LEAST ONE PERSON USED A HEALTH FACILITY
BY RELATIVE ECONOMIC STATUS

Household
consumptIOn
greater than
medIan

Household
consumptIOn
less than or
equal to medIan

Total
sample

Household transport fees 3 1 bIrr 23 bIrr 27 bIrr
III last 4 weeks among
households III whIch at least
one person used a facIlIty

Transport fees as a 6% 7% 6%
percentage of health
care expendItures

Household health care 320 bIrr 220 bIrr 276 bIrr
expendItures III last 4 weeks
among households III

whIch at least
one person used a faCIlIty

EstImated household 670 1 bIrr 1844 bIrr 4567 bIrr
consumptIOn per month **

Health care expendItures as 6% 12 % 9%
percentage of consumptIOn *

Sample SIze 268 210 478

* Differences between subsamples IS sIgmficant at 05 level

** DIfference between subsamples IS sIgmficant at 05 level StatIstIcal tests performed WIth the natural log of the
vanable to adjust for extreme values

Source State of Entrea, MOH, SEMISH and The World Bank EHHSUES data 1997
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TABLE 12
HEALTH EXPENDITURES AMONG ALL HOUSEHOLDS

AS PERCENTAGE OF TOTAL CONSUMPTION
BY RELATIVE ECONOMIC STATUS

Household
consumption
greater than
median

Household
consumptIOn
less than or
equal to medIan

Total
sample

Household health care 140 bIrr 78 bIrr 109 bIrr
expendItures dunng last
A ~olr"", n o ....""f"'ToA,..,. 0 ....
"'t VV\;;I;;1\..e> aV\;;lal:;\;;U VV\;;l

all households*

Estimated household 6706 bIrr 1767 bIrr 4274 bIrr
consumption per month*

Health expendItures as 3% 4% 4%
percentage of consumptIOn

Sample SIze 612 594 1206

* DIfferences between subsamples IS sIgnIficant at 05 level StatIstIcal tests performed WIth the natural log of the
varIable to adjust for extreme values

Source State of Entrea MOH SEMISH and The World Bank EHHSUES data 1997
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The absence of clanty IS causmg problems for patIents, hospItal workers, and vIllage
admmIstrators Many patIents who seek care at hOspItals have neIther money nor a poverty
certIficate From the patIent s perspectIve, the process of obtammg a poverty certIficate from the
VIllage admInIstratIOn and authonzatIOn from the MOLHW IS cumbersome, especIally for
someone who IS III It IS unlIkely that many patIents are aware of the role of MOLHW, because
few health workers were aware of It Even IfpatIents were aware, the offices of the MOLHW are
not as accessIble as those of the VIllage admmIstratIOn

HospItal workers face a conflIct when patIents who need care have neIther money nor a poverty

certIficate HospItal workers have a profeSSIOnal responsIbIlIty to heal people, but at the same
tIme, they have an admInIstratIve responsIbIlIty to mSIst on eIther payment or a poverty
certIficate Respondents to the quantItatIve mtervIews Said that most hospItals workers are
honormg theIr profeSSIOnal responsIbIlItIes, although there are some exceptIOns

In the absence of a clear polIcy, VIllage admInIstrators do not have a UnIform standard for Issumg
poverty certIficates In some zones, respondents to the qualItatIve mtervIews descnbed examples
m WhICh the VIllage admmIstratIOn Issued poverty certIficates to most patIents, because domg so
IS popular WIth reSIdents and there are no costs to the VIllage admmIstratIOn In other zones,
respondents noted that thIS was a problem dunng the first year ofthe cost-shanng scheme that
was resolved through dIscussIOns between the zonal medIcal officer and local government
offiCIals

F ConclUSIOn

In the last 18 months, Entrea has Implemented a cost shanng scheme that IS recovenng 14
percent of government expendItures (personnel, drugs, and other recurrent costs) ThIS IS a
remarkable achIevement and one of the hIghest percentages of costs recovered m sub-Saharan
Afnca In addItIOn to raIsmg revenue, the scheme seems to be attammg some of ItS other goals,
such as provIdmg substantIal SubSIdIes to pnmary care faCIlItIes, dlscouragmg unnecessary care
and allowmg health workers to spend more tIme on senous cases and preventIve care

The assessment IdentIfied some Issues that should be addressed m the near future These Issues
mclude 1) patIent flow at hospItals and 2) unclear polIcy for poverty certIficates and the
cumbersome procedures to obtam one

The assessment sheds some lIght global Issues that should be addressed m the context of health
system reform rather than m the context of modIficatIOns of the cost-sharmg scheme These
Issues mclude 1) the effiCIency of fee collectIOn at pnmary care faCIlItIes, espeCIally health
statIOns, 2) the eqUlty of the cost-sharmg scheme, and 3) the relatIOnshIp between user fees and
qualIty Improvements
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IV OPTIONS FOR HEALTH FINANCE

A IntroductIOn

Although the MOH has done a remarkable Job of ImplementIng one of the best cost-sharIng
schemes m sub-Saharan Afnca It IS the first step m health finance reforms that WIll mclude 1)
recovery of all the costs of care, 2) expanSIOn of the supply of health care from the pnvate sector,
and 3) social msurance

In thIS sectIOn, I would lIke to focus on the future and begm wIth a bnef overvIew of the
prospects for the economy m general, and then place health economICS In that context Then I
wIll present some optIOns for health finance and recommendatIOns for a SOCial msurance system,
as well as a process for Implementmg the system

B OvervIew of the Economy and Health Economy

The economy of Entrea has grown at an average of 6-7 percent from 1994 to 1996 and IS
expected to contInue to grow at that rate over at least the next few years ThIS growth rate IS
ImpreSSIve for sub-Saharan Afnca or for anywhere In the world

Data on GNP by sectors of the economy suggest that much of the growth has occurred m the
Maekel Zone and m urban areas (Data on the dIstnbutIOn of GNP by zone or between urban and
rural areas over tIme are not aVailable) The rate of growth has been somewhat greater than
average In the mdustnal sector The rates of growth m dIstnbutIOn servIces and other servIce
sectors has been close to the average The rate of growth of the agncultural sector has been
slower than the other sectors

The dynaIfllcs of the overall economy suggest that the demand for health and health care has and
WIll contmue to grow In the Maekel Zone and urban areas One of the key facts of health
economICS IS that health tends to Improve WIth Income Data from the DHS support the Idea that
health status IS generally hIgher In the Maekel Zone and urban areas As shown In Table 13,
mfant and under-5 mortalIty are lower In Maekel Zone than In the other zones, and under-5
mortalIty IS lower m urban than In rural areas

Another key fact of health economICS IS that expendItures on health care Increase WIth mcome
As the mcome of a household mcreases, people are more lIkely to use health care ThIS was
demonstrated by the EHHSUES data reported In SectIOn llIE3 above As another example, the
DHS data In Table 14 show that the percentage of pregnant women who receIve antenatal care
from a phySICIan or nurse IS hIgher m Maekel Zone than m other zones, and It IS hIgher In urban
areas than m rural areas As the Income of a household Increases, people also demand treatment
for chromc as opposed to communIcable dIseases, and treatment for health problems that may be
associated WIth a hIgher mcome hfe-style such as automobIle aCCIdents or smokIng-related
Illnesses
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TABLE 13
INFANT AND CHILD MORTALITY RATES BY RESIDENCE AND BY ZONE

Infant MortalIty
(per 1000 bIrths)

Under-5 MortalIty
(per 1000 bIrths)

ResIdence

Subtotal- Urban 798 1289
Subtotal- Rural 744 159 a
Total 756 1525

Zones

Southern Red Sea 1068 2388
Northern Red Sea 934 1876
Anseba 70 3 146 1
Gash-Barka 874 190 1
Debub 71 a 1462
Maekel 573 922

Source NSO, Department of Macro PolIcy and InternatIOnal EconomIc CooperatIOn, Office of the PresIdent State
of ErItrea and Macro InternatIOnal Inc ErItrea DHS, 1995
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TABLE 14
ANTENATAL CARE PROVIDER BY RESIDENCE AND BY ZONE

Doctor

Nurse/
Tramed
MIdwIfe

TradItIOnal
BIrth
Attendant NoOne

ReSIdence

Asmara 457 43 1 3 105
Other towns 356 458 0 184
Subtotal- Urban 409 444 1 142

Subtotal- Rural 207 184 3 604

Total 250 239 3 507

Zones

Southern Red Sea 259 22 23 673
Northern Red Sea 147 23 1 3 620
Anseba 235 232 0 533
Gash-Barka 226 152 8 61 1
Debub 21 6 21 1 0 573
Maekel 426 429 2 140

Source NSO, Department of Macro PolIcy and InternatIOnal EconomIc CooperatIOn, Office of the PresIdent, State
of Entrea and Macro InternatIOnal Inc Entrea DHS, 1995
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TABLE1S
EMPLOYMENT WITH CASH EARNINGS BY RESIDENCE AND BY ZONE

Percent of men 10-64 years old
who are employed and receIve
cash earnmgs

Percent of women 10-64 years old
who are employed and receIve
cash earnmgs

ResIdence

Asmara 31 % 17%
Other towns 30 12
Subtotal- Urban 30 15

Subtotal- Rural 7 2

Total 14 6

Zones

Southern Red Sea 21 14
Northern Red Sea 16 4
Anseba 10 4
Gash-Barka 9 5
Debub 7 9
Maekel 27 14

Source NSO, Department of Macro Policy and InternatIOnal EconomIc Cooperation, Office of the PresIdent, State
of Entrea and Macro InternatIOnal Inc Entrea DHS, 1995
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Considenng pubhc finance, It appears that the Maekel Zone and urban areas resIdents' share of
tax revenue IS greater than theIr share of the populatIOn Data from the DHS suggest that the
maJonty of tax revenue IS from Maekel Zone and from urban areas, even though only 27 3
percent of the populatIOn lIve In urban areas (AgaIn, data on the dIstnbutIOn of government
revenue by zone or between urban and rural areas are not aVaIlable) As shown In Table 15, the
percentage of men and women who are employed and receIve earmngs In cash IS hIgher In
Maekel Zone than In other zones, and IS hIgher In urban areas than In rural areas In fact, 62
percent of the men and 69 percent of the women who are employed and receIve earmngs In cash
hve In urban areas Employed people wIth earnIngs In cash are most hkely to pay personal
Income taxes, as well as pay IndIrect sales taxes on goods and serVIces through theIr purchases In
cash In contrast less than 2 percent of tax revenue IS from the agncultural Income tax and land
use fees

ReSIdents of Maekel Zone and urban areas also receIve government health benefits In excess of
theIr share of the populatIOn AgaIn, data on the dIstnbutIOn of government benefits by zone or
between urban and rural areas are not aVaIlable, but a rough estImate shows the relatIve
magmtude of benefits between urban and rural areas In 1996,767 percent of the MOH recurrent
expendIture was for hospItal admInIstratIOn In August 1997, 65 5 percent of the outpatIents at
MHH were from Asmara, and at least 72 percent from urban areas Assummg the share of urban
reSIdents who are outpatIents at MHH IS the same for mpatIents and for patIents at other
hospItals, at least 55 percent of the MOH recurrent expendIture are for urban reSIdents (The
percentage of mpatients from Asmara and other urban areas IS hkely to be lower, as are the share
of benefits receIved) [Note that these estImates only address the recurrent expendItures for
publIc health care It IS unlIkely that the dIstnbutIOn of pnvate health care between urban and
rural areas dIffers much from publIc sector, because most prIvate clImcs and prIvate pharmaCIes
are located In urban areas The dIstnbutIOn may dIffer for mISSIOn facIlItIes and publIc capItal
Investment]

In summary, although only 27 3 percent of the populatIOn of Entrea lIve In urban areas, theIr
share of financIal actIVIty for health care IS much greater OpInIOnS dIffer on whether Maekel
Zone and urban areas contrIbute more or less than they receIve and a quantItatIve estImate IS
beyond the scope of thIS assessment The pomt IS that there are more publIc funds gomg In and
out of the health sector In urban areas than m rural areas, and the volume of financial actIVIty for
health care m urban areas IS hkely to expand as mcomes mcrease and the demand for health and
health care mcreases m urban areas In contrast, the tax revenue from rural areas IS lower, as IS
the potentIal for mcome growth, and they are lIkely to reqUIre substantIal subSIdIes for health
care for the foreseeable future

C SOCial Insurance OptIOns

I would hke to begm by explammg that there are countless optIOns for health finance Over the
last 50 years, a varIety of finanCial systems, rangmg from no health msurance to pubhc msurance
to commercial msurance have been Implemented m dIfferent countnes, and withm each finanCial
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system there are vanatIOns on charactenstIcs such as whether health care IS supplIed by the
publIc or pnvate sector or both, and whether provIders are reImbursed on a fee-for-servIce or
capItatIve baSIS

To frame the presentatIOn, I would lIke to compare four optIOns to the current system The
companson focuses on SOCIal msurance rather than commerCIal msurance because the MOH
plans to Implement a SOCIal msurance system In addItIOn, experts strongly recommend agamst
commerCIal msurance

One reform of the [ ] health system that would be most destructIve of Its proper
ObjectIve would be to allow the development of COMMERCIAL health msurance
Western countnes that use health msurance to finance theIr health sectors do so eIther
through publIc msurance or very tIghtly REGULATED, NON-COMMERCIAL SOCIal
msurance The only exceptIOn, the Umted States, IS desperately trymg to escape the
negatlve consequences of commerCIal msurance " (Evans R, et al , 1994)

There are four SOCIal msurance optIOns presented m FIgure 5 that are dIstmgUIshed by the
charactenstIcs of the msurance program 1) whether or not the program mcludes copayments to
manage utIhzatIOn and poverty certIficates to make care accessIble to people who are unable to
pay for It, and 2) whether the msurance finances care m publIc faCIlItIes or m both publIc and
prIvate facIlItles

Each optIOn IS revIewed m relatIOn to five CrIterIa that are clearly relevant to selectmg an optIOn
for ErItrea, based on the assessment m SectIOn III The cnterIa are 1) does It dIscourage
unnecessary care 2) does It prohIbIt use by people who are unable to pay, 3) does It foster growth
m the supply of health care from the prIvate sector, and 4) does It reqUIre fee collectIOn at health
centers and health statIOns, and 5) IS there potentIal for the system to be progreSSIve?

As shown m FIgure 5, an optIOn that reqUIres patIents to pay a nommal fee or co-payment
whenever they use health care wIll dIscourage unnecessary care An optIOn that has an effectIve
poverty certIficate program WIll make care accessIble to people who are unable to pay An optIOn
that finances care at both pubhc and pnvate faCIlItIes WIll foster growth m the supply ofhealth
care from the prIvate sector An optIOn that reqUIres patIents to pay a nommal fee or co-payment
wIll entaIl a somewhat mefficlent use of resources to collect fees at some health centers and
statIOns Fmally, as shown m SectIOn IIIE3, the current system IS regressIve or neutral, whereas
the SOCIal msurance system has the potentIal to be as progressIve as the mcome tax rates

As presented, the two optIOns WIth the most advantages are SOCIal msurance that finances care at
both publIc and prIvate facIhtIes NeIther optIOn IS perfect, and there IS a tradeoff between an
msurance program WIth co-payments that dIscourages unnecessary care and one WIthout co
payments that does not reqUIre fee collectIOn at health centers and statIOns These optIOns are
generahzatIOns, and It would be pOSSIble to deSIgn a SOCIal msurance system WIth co-payments at
hospItals (and pOSSIbly some health centers), where the cost of fee collectIOn IS relatIvely low,
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and no co-payments at health statIOns (and possIbly some health centers), where the cost of fee
collectIOn IS relatIvely hIgh

Focusmg on a socIal msurance system that finances care at both publIc and pnvate facIlItIes It IS
possIble to dIvIde each of those optIOns mto addItIonal optIOns that are dIstmgmshed by
charactenstics such as the benefit package or the reImbursement method for provIders
InformatIOn to compare the advantages and dIsadvantages of dIfferent benefit packages and
reImbursements m the context of the Entrean health care system IS not yet aVailable OperatIOns
research to obtam such mformatlon IS recommended m SectIOn V
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Figure 5
OPTIONS

SOCIal Insurance

SocIal Insurance
wIth Co-payment &
Poverty CertIficates

Cntena
Current System
(No Insurance)

PublIc
facIlItIes
only

PublIc
& pnvate
faCIlItIes

PublIc
facIlItIes
only

PublIc
& pnvate
facIlItIes

~
~

UtIlIzatIOn
a Dlscourag1e unnecessary care + - - + +

b ProhIbIt u(,e by people unable - + + + +to pay

2 Foster gro~.vth In supply of 0 - + - +health care from pnvate sector

3 EffiCIency of fee collectIOn at - + +
health centers and statIOns

4 PotentIal for progressIve - + + + +finance system

Key + IndIcate' an advantage, - IndIcates a disadvantage, and 0 IndIcates no dIrect Influence



D RecommendatIOns

1 Social Insurance system

The MOH should move towards recovery of a hIgher percentage of the costs of care m the
context of a socIal msurance system, rather than through prIce mcreases withm the current
system The characterIstIcs of the socIal msurance system are lIsted m Figure 6

Note m partIcular that the socIal msurance system should be financed pnmarIly through tax
revenue or a special ear-marked tax One of the reservatIOns that I have about reCoverIng all the
costs of care on a user-fee basIs IS that, from a publIc finance perspectIve, user fees are a tax on
people who are III The assessment of eqmty of the cost-sharmg scheme In SectIOn IIIE3 suggests
that the user fees are m some ways a regreSSive form of publIc finance, and at best a neutral one
A SOCIal msurance system offers the opportumty to use all publIc finance optIOns to ralse revenue
for health care, rather than bemg lImited to ralsmg all the revenue at the tIme that care IS
delIvered or withm the health sector For example, ErItrea's mcome tax rates are progressive and
could serve as a standard for the SOCIal msurance system

2 Short-run price Increases

If prIce mcreases withm the current system are necessary WIthm the short run, the pnce mcreases
should be dIrectly lmked to qualIty Improvements As shown m SectIOn me3, the cost-sharmg
system has caused decreases m utIlIzatIOn, and qualItatIvely, those decreases appear to be
assocIated With Improvements m effiCIency Further prIce mcreases m the absence of quahty
Improvements WIll cause further decreases m utIlIzatIOn, but It IS not clear that further decreases
are warranted on the baSIS of effiCIency A dIrect lmk to a qualIty Improvement, such as chargmg
fees for drugs, can offset some of the decrease m utIlIzatIOn and the correspondmg decrease m
revenue

3 Two types ofInsurance programs

The SOCIal Insurance system should have two types of msurance programs one to address the
hIgh volume, dynamIC health finance Issues In Maekel Zone and urban areas, and the other to
finance prImary health care WIth much more lImIted finanCIal resources m rural areas

ThIS dIstmctIOn between Insurance programs comcides WIth recent eVIdence on the two types of
msurance programs that are emergmg m developIng countnes As shown In FIgure 7, Type I
programs cover hIgh-cost, low frequency health problems and tend to be assocIated WIth hospItal
care Type II programs cover low-cost, hIgh-frequency health problems and have communIty
overSIght
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FIGURE 6
RECOMMENDED CHARACTERISTICS OF SOCIAL INSURANCE

1 ProvIde unIversal coverage

2 Fmance prImarIly through tax revenue or a specIal ear-marked tax

3 Include modest co-payments for patIents to dIscourage over-utIlIzatIOn

4 Offer a basIc health package

5 ReImburse prIvate and publIc prOVIders accordmg to a set fee schedule

Source Fuchs V (1996)

FIGURE 7
RISK-SHARING PROGRAMS

Type I Type II

HIgh-cost, low-frequency events Low-cost, hIgh-frequency

Tend to be hospItal owned Tend to be communIty owned

Tend to cover whole dIStrICt Tend to be based at the VIllage level

Use actuarial baSIS or varIable costs PremIUm set mamly accordmg to abIlIty to
for calculatmg premIUm pay

CommItted to meetmg certam deSIgnated CommItted only to raIsmg extra revenue for
costs servIces

Source Creese A and Bennett S 1997
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In Entrea, the Type I program serves as an outlme of an msurance program for Maekel Zone and
urban areas The program would recover most of the costs of care through socIal msurance
premIUms and co-payments, but some households may pay premIUms at SUbSIdIzed rates For
example, enterpnse employees and CIVIl servants mIght pay 100 percent of the actuanally fair
premIUm, self-employed people and employees of small busmesses mIght pay 80 percent of the
premIUm, and unemployed people mIght pay 60 percent of the premIUm Some urban famIlIes
would also be elIgIble for poverty certIficates

The Type II program serves as an outlme of an msurance program for rural areas The program
would reqUIre substantial SubSIdIes, but there should be some lInk between a vIllage's level of
contnbutIOn and ItS level of servIces Although the MOLO and VIllage health commIttees should
be mvolved m the deSIgn of the program, I recommend that they consIder an annual prepayment
that could be collected at the same time as the agncultural mcome tax

Two types of msurance programs should not lead to two types of health care, and the referral
system should serve as the hnk between care III urban and rural areas For the program III Maekel
and urban areas, the co-payments at the hospItal and to pnvate proVIders should be hIgh enough
to encourage the use ofpnmary care facIlIties, as m the current cost-sharmg scheme For the
program m rural areas, the prepayment should entItle reSIdents to hospItal care when referred
appropnately

4 Staged ImplementatIOn

OperatIOns research and ImplementatIOn of the SOCial msurance system should begm as soon as
pOSSIble It would be pOSSIble to begm ImplementatIOn m Maekel Zone WIth a SOCial msurance
program for CIvIl servants and enterpnse employees wlthm the next year or two NICE has
expressed mterest m entenng mto a 50/50 partnershIp WIth the MOH to mitIate the msurance
program As a publIc enterpnse NICE IS the appropnate mstItutIOn to serve as a SOCIal msurance
carrIer

CIVIl servants and enterpnse employees are an Ideal populatIOn WIth WhICh to ImtIate the
program The mlmmum nsk pool for a medIcal msurance program IS 5,000 people, WhICh IS
more than satIsfied by the 20,000 CIvIl servants and 20,000 enterprIse employees, plus theIr
famIlIes (The actual number IS somewhat smaller, because not all of these employees are located
m Maekel Zone) Further, they can be enrolled as a group to aVOid problems of adverse selectIOn
Fmally, CIvIl servants Just receIved substantial pay mcreases, and are finanCIally m a pOSItIOn to
pay SOCial msurance premIUms

ImplementatIOn of the SOCIal Insurance program for CIVIl servants and enterpnse employees In
Maekel Zone wIll serve as a model for natIonal ImplementatIOn FIrst, the program wIll set the
standard for the msurance program It IS Important to Identlfy the baSIC package and get some
expenence WIth financmg It m order to set premIUm rates for the rest of the urban populatIOn In
addItIOn, MOH staff, health workers, Umversity of Asmara professors, and others WIll gam

47



expertIse m desIgnmg and Implementmg the program so that they can serve as tramers for
ImplementatIOn m other urban areas

V RECOMMENDED TASKS

Recommended tasks are descnbed m below Some of the tasks apply to the current cost-sharmg
scheme, some apply to the socIal msurance system, and some apply to both of them

Cost-SharIng Scheme

EstablIsh a unIform polIcy and a sImple process for obtammg poverty certIficates

There IS a clear desIre on the part of both local government officIals and health workers to
address the Issue of poverty certIficates A polIcy should be desIgned that mcludes 1) a unIform
definItIOn of who IS elIgIble for poverty certIficates, 2) nammg a mmistry that wIll be financIally
responsIble for the care gIven to people wIth poverty certIficates, and allocatmg a budget to that
mmistry for that purpose, 3) a SImple process for obtammg a poverty certIficate, and 4) the
duratIOn of tIme dunng whIch a poverty certIficate IS valId

Note that the Entrean RelIef CommIttee has recently completed a vIllage study that could be used
to define elIgIbIlIty for poverty certIficates The standard should be fleXIble enough so that a
household's elIgIbIlIty can change when Its financIal CIrcumstances change (for example, when
the head of the household dIes or an adult chIld finds employment) and when economIC
condItIOns change (for example, durmg a drought)

2 Introduce procedures for facIlItIes to report to the MOH on the value of serVIces delIvered
to people wIth poverty certIficates and to emergency cases

Revenue data on each facIlIty are not currently aVaIlable, but they wIll be m the near future
Health facIlItIes and the zonal medIcal admmlstratIOn report revenue data to the Treasury on a
monthly basIs and to the MOH semI-annually Although the zonal medIcal admmistratIOn has
revenue data for each faCIlIty, only total revenue IS reported to the MOH In the future, monthly
revenue data wIll be reported to SEMISH for each faCIlIty The mformatIOn wIll mclude subtotals
for revenue from 1) regIstratIOn fees, 2) laboratory exams, 3) x-ray exams, 4) drugs, 5) mpatlent
fees for hotel expenses, and 6) other

Although the SEMISH data WIll be an Important Improvement m the MOH's financIal
mformatlOn, addltlOnal mformatIOn IS necessary to manage the cost-sharmg scheme and to
account for resource utllIzatlOn HospItals should keep track of the value of the care provided to
patIents WIth poverty certIficates, and all faCIlItIes should keep track of the value of care provIded
to emergency cases These data are necessary to venfY that the utIlIzatIOn statIstIcs correspond to
eIther revenue or the value of care for emergency care and poverty certIficate cases

48



HOspItals should also account for revenue from dIfferent sources, such as 1) fee for servIce, 2)
sIck reports, and 3) msurance Although MHH accounted for these revenue m the past, they have
been unable to contmue smce theIr accountmg staff was reduced m 1995

3 EstablIsh routme procedures for fee collectors and the accountmg staff at zonal medIcal
offices to estImate facIlIty costs Develop receIpts or other forms that lIst costs as well as
fees

Health workers and patIents need to have accurate mformatton about the cost of care Health
workers should be more cost-conscIOUS m theIr use of resources PatIents should be aware of the
value of theIr care, even If the pnce they pay reflects a substantIal subsIdy

The first step IS to regularly estImate the cost of care at each facIlIty Some costs, such as drugs,
do not vary across facIlItIes, but others, such as capItal costs and personnel costs, vary
conSIderably These costs depend on the SIze and age of the facIlIty or the number of staff and
theIr professIOnal qualIficatIOns Fortunately, capItal costs and personnel costs are relatIvely
constant over tIme, for most facIlItIes, personnel costs only need to be estImated once or tWIce a
year and bUIldmgs costs even less frequently

For health centers and statIOns, costs can be estImated by accountmg staff at zonal medIcal
offices and fee collectors The fee collectors at each facIlIty can be aSSIgned to collect the
necessary mformatton on staff, medIcal eqUIpment, and other capItal every year Durmg a routme
tnp to depOSIt revenue wIth the local Treasury office, fee collectors can meet wIth the accountmg
staff at the zonal medIcal office to make the cost estImates The accountmg staff wIll reqUIre a
short tramlllg to learn how to est1 111ate costs at health centers and statlons---'fhe accountmg staff
can also be responSIble for performmg annual cost estImates at zonal hospItals

The cost estImates for each facIlIty can be used to mform health workers about the cost of care
recorded on patIent receIpts or other forms For health centers and statIOns, It may be pOSSIble to
SImply wrIte the cost estImate on the officIal Treasury receIpts, or It may be necessary to desIgn a
specIal Treasury receIpt for health care

ModIfied receIpts or other forms would also Improve patIent flow at hospItals Prescnptton forms
that lIst all drugs and theIr pnces would be SImpler for the health worker to fill out, and would
elImmate the need for patIents to get pnce mformatton from the pharmacy before paymg the fee
collector for the drugs A SImIlar form could be developed for requests for diagnostIC tests

4 Conduct a cost study at MHH wIth estImates of current costs and projected costs when
qualIty Improvements are completed

A study of margmal costs at MHH IS necessary to assess whether or not Its prIces are approprIate,
as noted m SectIOn HIe2 ThIS study IS also an essentIal step before prIce changes can be
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recommended MHH IS scheduled for major renovatIOns m the next few years, so the cost study
should estImate the current costs, as well as costs when the renovatIOns are completed

Cost-Sharmg Scheme or SOCIal Insurance

5 Include cost estImates, revenue, and utIlIzatIOn data m comprehensIve budgetmg process

The MOH IS Implementmg a comprehenSIve budgetmg process m 1998, WhICh IS an opportumty
to mtroduce cost estImates, revenue, and UtIlIzatIOn data to the budgetmg process Each zonal
medIcal office wIll submIt a budget to the MOH that IS based on mformatIOn from facIlItIes
withm that zone Each zone wIll need to JustIfy Its budget to the MOH, whIch wIll III tum need to
JustIfy Its budget to the Budget Office ofthe PreSIdent Cost estImates, revenue, and utIlIzatIOn
data are Ideal tools for budget JustIficatIOns

In urban areas, a faCIlIty's budget should be closely lInked to Its revenue Even If 50 percent of
the budget at prImary care facIlItIes IS SUbSIdIzed, each facIlIty's budget should be roughly tWIce
ItS revenue FaCIlItIes WIth more revenue serve more patIents and need larger budgets An
exceptIOn IS a faCIlIty that serves a populatIOn WIth a hIgh percentage of people who are elIgIble
for poverty certIficates In thIS case, the budget JustIficatIOn should mclude the value of care
gIven to people WIth poverty certIficates (see Task 2 above) or utIlIzatIOn data Another
exceptIOn IS a faCIlIty that has unusually hIgh costs, such a remote faCIlIty WIth hIgh
transportatIOn costs In thIS case, the budget JustIficatIOn should mclude cost estImates

In a rural SOCIal msurance program WIth annual prepayments, the budget JustIficatIOn should rely
more on utIlIzatIOn data

6 Develop SImplIfied procedures for expendItures that lmk faCIlIty revenue to qualIty
Improvements

A closer lInk between revenue and the budgetmg process IS the first step towards creatmg
opportunItIes for qualIty Improvements Changes m the procedures for expendItures should
accompany changes m the budgetmg process The procedures should allow health workers at
each faCIlIty some dIscretIOn to make qualIty Improvements whIle mamtammg the mtegrIty of the
expendIture process Withm hospItals, departments should also have some opportumties to
mitIate qualIty Improvements Currently these InItIatIves are not pOSSIble, because the procedures
for expendItures reqUIre speCIalIzed personnel

7 Incorporate cost estImates and revenue projectIOns m the long-term plannmg process

DecisIOnmakers should conSIder finanCIal sustamabilIty, based on the cost estImates and revenue
projectIOns, when makmg long-term plans The MOH IS Investmg m two new hospItals m
Barentu and Mendefera that are estImated to mcrease recurrent costs by 25 to 30 mIllIon bIrr per
year, or 43 percent ofMOH recurrent expendItures (World Bank, 1997) There are plans to
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contmue to construct or renovate other faCIlItIes over the next several years The Human
Resources Development Plan for the MOH proposes a 77 percent mcrease m the number of
personnel, and an mcrease m personnel costs by 169 mIllIon bIrr per year, or 29 percent ofMOH
recurrent expendItures (MOH, 1996) (These estImates of personnel costs do not mclude the
recent salary mcrease for cIvIl servants) DeCIsIOns of thIS finanCial magmtude should be based
on a fairly clear understandmg of the recurrent costs and the sources of revenue to finance them

8 Conduct operatIons research to IdentIfy the most cost-effectIve ways to prOVIde care for
speCIfic health problems or populatIOns

The cost estImates and greater awareness about costs (see Tasks 3 and 4) should create
opportumtIes to conduct operatIOns research on cost-effectIveness MOH offiCIals, health

-----Workers, and researchers at the Umversity of Asmara could do thIS research The Umversity of
Asmara has a umversity-Imkage grant (funded by USAID) wIth three umversities m the Umted
States that could also contnbute to thIS research The three umversitIes are 1) Umversity of
CalIfornIa at Berkeley, 2) Johns Hopkms UmversIty, and 3) State Umversity ofNew York
(SUNY) at Albany

SOCial Insurance

9 Conduct operatIOns research on msurance program benefits

As background to thIS task, I want to offer a bnef explanatIOn about msurance When a person
purchases msurance he/she IS paymg a small amount over tIme to prevent a large finanCial loss
all at once For example, assume that the pnce of an epIsode of Illness WIth mpatIent care at
MHH IS 400 bIrr, and that one person m each household has an epIsode Illness WIth mpatIent care
each year An msurance program that covers mpatient care at MHH mIght have a premIUm of 40
bIrr per month, or 480 bIrr per year The annual premIUm IS greater than the pnce of mpatient
care, because there are admmistrative costs of runnmg the msurance program (Admimstrative
costs at NICE are about 25 percent)

In general, msurance benefit packages can be eIther comprehensIve or catastrophIc A
comprehensIve benefit package covers all types of care, mcludmg outpatIent VISItS, dental care,
and optometry, m addItIOn to mpatient care A catastrophIc benefit package may cover only
mpatient care or care that exceeds some maXImum pnce, such as 1,000 bIrr per epIsode of
Illness, or household expendItures that exceed some maXImum amount, such as 5,000 bIrr per
year

To deSIgn a benefit package there are two Issues about whIch more mformatIon IS necessary The
first Issue concerns the types of care and the pnces for whIch It IS worthwhIle to pay to prevent a
finanCIal loss At 400 bIrr for mpatient care, most people may prefer to borrow money from
famIly and fnends when an Illness occurs rather than pay for msurance throughout the year If
hospItal pnces mcrease by 5 or 10 tImes to recover all the costs of care (see Task 4), people may
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prefer to pay msurance premIUms to prevent havmg to pay 4,000 bIrr for mpatIent care all at
once

The other Issue IS to compare the cost of the fee collectIOn method to the admmistratIve costs of
the msurance program For outpatIent care at hospItals where the fee collectIOn costs are
relatIvely low, It may be more efficIent for patIents to pay out-of-pocket than to finance care
through a socIal msurance system SImIlarly, many enterpnses m Asmara have first-aId clImcs,
and It may be more efficIent to mamtam these clImcs than to finance thIS type of care through a
socIal msurance system In contrast, for care at health statIOns where the fee collectIOn costs are
relatIvely hIgh, It may be more efficIent to finance care through the socIal Insurance system

10 Conduct operatIOns research on reImbursement methods for proVIders

The chOIce of reImbursement methods depends somewhat on the care that IS covered by the
msurance benefit package (see Task 9) PotentIal reImbursement methods mclude fee-for-servIce,
tee per dIagnOSIS or dIagnostIc-related group, case-based reImbursement, and capItatIOn

11 Develop a busmess plan to mitIate a socIal msurance program for CIvIl servants and/or
enterpnse employees m partnershIp WIth NICE

The busmess plan should mclude 1) the employees covered, 2) the benefit package, 3) cost of
care, 4) premIUm, 5) method ofpaymg premIUm, 6) amount and method ofpaymg co-payments,
7) roles and responsIbIlItIes of each partner, and 8) trammg reqUIrements Much of thIS
mformatIOn wIll be aVaIlable from Tasks 3, 4, 9, and 10, but addItIOnal research WIll be necessary
on the costs of care m the pnvate sector and to calculate premIUms

Calculatmg premIUms WIll reqUIre estImates of health care expendItures by CIvIl servants and
enterpnse employees Health msurance compames reqUIre about five years of data (expenence)
to calculate premIUms Data for thIS duratIOn of tIme are not aVaIlable from patIent records, and It
WIll be necessary to base premIUms on survey data Although thIS mformatIOn could be collected
through a household survey m Maekel regIOn, SImIlar to the EHHSUES survey, the data may be
more relIable and less expenSIve to collect through a work SIte survey of CIVIl servants and
enterpnse employees that focuses on utIhzatIOn and expendItures of health care (Note that the
sample SIze reqUIred to calculate premIUms IS faIrly large If the mformatIOn IS collected through
a household survey, the sample should be stratIfied to over sample CIVIl servants and enterpnse
employees)

12 ImtIate a process WIth MOLG and VIllage health commIttees to develop communIty-based
SOCIal msurance m rural areas

It IS Important to begm ImplementatIOn of the rural SOCIal msurance program at the same tIme as
the program m Maekel Zone, because workmg WIth the VIllage admlmstratIOn and VIllage health
comnuttees IS a slower process that wIll take longer to deSIgn and Implement It would be best to
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begm ImplementatIOn m a zone that already has vIllage health commIttees that could address
health finance Issues For example, respondents to the qualItatIve mtervIews saId the vIllage
health commIttees m Anseba regIOn are able to begm workmg on health finance Issues In
contrast, respondents expressed concern about the abIlIty of the health commIttees m Debub to
oversee an msurance scheme on an on-gomg basIs (as opposed to theIr current role m short-term
oversIght of health facIlIty constructIOn)
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APPENDIXES



APPENDIX A

TERMS OF REFERENCE & LETTERS MODIFYING THE TERMS OF
REFERENCE



TOR FOR SHORT TERM HEALTH FINANCING
CONSULTANT

1 Re\leW and assess the cost shanng scheme InItlated by the MOH In

F~brud.ry 1996, In lIght of the qualIty of the ",ar~, ~Jlj"'I~n",y, equIly and
vtabJ1lty

2 Propose feasIble optIOns to the MInIster ofHealth on how to
ImmedIately InItIate cost recovery for all medIcal seJVlces on user - fees
baSIS accordmg to mdlvlduals' abIlIty and wIllmgness to pay m lIght of
effiCIency and quahty of care to be prOVIded

3 Propose optIOns on how to prOVIde and enSUle sustamable medIcal care In

hO~Plta]~ health center~ and health c;tatlOn~ a~~oclated With co~t recovery
schemes

4 suggest optIons to the MUllster on how health msurance scheme could be
InItIated and gradually developed nation-wide

AND/I
5 Study on the feaSIbIlIty ofhospItal finanCIal and admmIstratlve

auton )



b) TIME FRAME AND SUPERVISION

The 1VI0H ha5 detenIlmed that thIS WOI k ~hould cummence unmedlately
The estImated duratIOn of work IS 25 worlang days or one calendar month
whIchever l'i longer The con'iultant wtll he under the dtrect 'iupervt'ilOn of
Dr Iyob Tekle, Head of Planmng and Programmmg, MOH, and work.
closcly and supported by Mr TcVtoldc G/Ycsus Head of AdmInIstratIOn
Department and Mr Asemhey Yehlo Head ofFmance SectIOn ofMOH and
Dr Nosa Orobaton. BASICS ChiefofParty

c) CONTACTS/REPORTSIDATA TO BE USED

Resources avaIlable to the consultant for the successtul completIOn of thIS

work mclude but are not restncted to the followmg

1 Documents whIch descnbe the MOH polICIes and programs In Health
Fmancmg

2 Entrea DemographIc and Health Survey Report, and data set as
applicable

3 Household ExpendIture and Health Seelang BehavIOr Survej trom w~ .-#-"\
~~~~"'~-~ ('P~d-'~J

4 Health Profiles and Annual Reports of Regional Health Offices

5 ActIOn Health Plans of the RegIOns

G Cun5ultatl0n~ WIth ~eIl1Ul officeI5 and pulley mak.el~ 111 tht:: MOH

7 Con~u)tatlOnc;; WIth regIOnal med1cal ofhcer'i health workerc;;



8 consultatIons wIth selected heads of hospItals and health centers and
health statIOns

9 ConsultatIOns WIth semor officers and polIcy makers 10 Entrea MInIstry
of Fmance

10 ConsultatIOns WIth NatIOnal StatlStIcs Office, and SEMISH

11 Con~ullaLIon~ With NdLIondl In~uran",e CorporaLIon o[Enlrea (1-.JICE)
Ifapphcable

d) DELflERABLES

1 A preltmmary report ot tindmgl:i
2 A detaIled worlang draft report descnbmg the Issues and optIons
3 A report of delIberatIOns and dIScussIons of a 'Workshop 'W herem the

detalled findmgs ofthe consultatIOn
4 A final report detaIlIng the findmgs and mcorporat1Og recommendatIons

from the workshop

,
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The State of Eritrea
MINISTRY OF HEALTH
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August 04/1997;
J)->'" /1"3 1!?9~ 9'-::r
To: BASICS

Asmara

V,Te refer to Dr !\1arcta Wea,er s reply that '\as enclosed '''lth ~ our letter
dated I Alums! 1997

- -
From her letter It IS to be mferred that If a stud, 0n both the cost - shnnng
schemes and hospItal finanCIal and admIll1stratne anatom\ IS to be clone an
m-depth analysIs \\111 not be possIble

Therefore to make a relatIvely detaIled mvestIgatIOn that" 111 be helpful tor
Mlll1stD •s decIsIOn makmg we would lIke that the consultant focu~ on Cost
Shdnng and Co~l Re(,oven a~ mdl('dled m lLl:ffi':> No 1 2 of lhl: TOR V.hl(,h- ~

IS attached hereWIth tor her reterence

AI:, \\Ie have alread\ e"{pressed our concern on lIme \\ e \\ ould once agam
emphasIze that Dr l'v1arcla Weaverf.ConsultanilmltIate<; the \\ork 1n the
'ihortest tIme pOSSIble

Smcelel: :UU1~

SALEH ME
MINlSTEIl OF HEALTH

CC
USAID Office
Asmara
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September 12, 1997

To BASICS
Asmara

We refer to the TOR for Short Term Health Fmancmg Consultant

Note that sectIon d) hsts 4 delIverables 1) prelImmary report offindmgs, 2) detaIled workmg
draft report descnbmg Issues and options, 3) report of delIberatIOns and dIScussIons of a
workshop wherem the detaIled findmdg of the consultatIon are presented, and 4) final report
detaIlmg the findmgs and mcorporatmg recommendatIOns from the workshop

Smcerely yours,

At the request of the H E Saleh Mekv, Mmsister ofHealth, the workshop was cancelled
Consequently, the only delIverable reqUIred IS a final report that presents the assessment of the
cost shanng scheme and descnb ~ ns for InItIatmg cost recovery and SOCIal msurance
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Berhane G/Tensave
Head ofHealth ServIces Department

cc USAID Office
Asmara
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LIST OF PEOPLE CONTACTED

Mmistry of Health
H E Saleh Meky, Mimster of Health
Dr Berhane G/Tensaye, DIrector General for Health ServIces
Dr Iyok Tekle, Head ofPlannmg, Programmmg & EvaluatIon
Dr GhermaI Tesfasellase
Berhana Haile, DIrector SEMISH
Eyasu Hagdu, Program Officer
Tewolde G/yesus, Head of AdmmIstratIve Department
Asemehie YebIO, Head of Fmance
Dr GOltom Melorahtu, Commumcable DIsease DIvIsIOn
Dr Ephrem ZewoldI, MedIcal ServIces
Iyassu, PharmaceutIcal ServIces
Samuel GOltom, programmer SEMISH
Halle Mariam, programmer SEMISH
Eyob Zere Asbu, student at Health EconomICS Umt, Umversity of Cape Town

Mekone HIwOt HospItal
Dr MICael G/relwot, DIrector
Ghebremicael TestargghI, Admmistrator
Kidane Araya, CashIer
Tekht GhebrehIwet, ChIef accountant
Fessaye Dndemanam, Accountmg clerk
Saba G/Yesus, TypIst

Zoba Maakel
Dr Mmeab Sebhatu RegIOnal MedICal Officer
Lemlem HabtemarIam, accountant
Tedros Tewelde, Nurse FelegehIwet Urban Health StatIOn
Akberet Tesfin, Nurse FelegehIwet Urban Health StatIOn

Zoba Debub
Moharl TseggaI, VIce Governor, Zonal AdmmistratIOn
Dr Berhane Debru, RegIOnal MedIcal Officer
Dr Gob MIcoal, PharmacIst Mendefera ProvmcIal HospItal
Temesohen Halle, Laboratory TechnIcIan, Provmcial Mendefera HospItal

Zoba Anseba
Jossef AraIa VIce Governor, Zonal AdmimstratIOn
Dr Andom O/MarIOm, RegIOnal MedIcal Officer
ZekarIas, ProvmcIal HospItal Admmistrator
Alazar HaIle KIfle, Health ASSIstant, Elabered Health Center



MInIstry of Fmance
Dr GOltom, DIrector General of Inland Revenue

Mmistry of Local Government
H E Kidane Tsege, Mimster of Local Government

NatIOnal Insurance CorporatIOn of Entrea
Zeru Woldemichael, General Manager
MIsghna Nemaram, Head Underwntmg Department
Tuguabo Moba, Manager Marketmg

NatIOnal StatIstIcs Office
Solomon Tsegay, programmer for EHHSUES

USAIDIAsmara
Glen Anders, MIssIOn DIrector
Ann Hlrschey, Health AdVIsor
Yohanes Ghebrat, Health

BASICS
Nosa Orabaton, ChIef of Party
Jeremy Clark, Health InformatIOn System AdVIsor
Karobi Bhatta Charya, Commumty MobIlIzatIOn Consultant
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The State 01 Eritrea
MINISTRY OF H!Al.TH ..

March 20, i 995

F'INANCl~C OF l-ieALtH SeRViCeS

The MinIstry :If Health {MOH) has conducted e study to Inl-IBte a heatth
servIce fee suucture to finance the provIsIon 01 health care The aIm of the
study was to set-up S tee strucn.re so thst patients would be reQUJrec TO
pay for most of the heelth servIces which et present are prov'ded almOSt
free of Charge The study has bee approved by t.,e MmJstry of Local
Governments !r'ld the Provincial Health authorities It has already been
slJomrtted to G 0 E for offICIal approval and 15 expected to be In forcE' In the
very near f Jture

The nfghllghts o· thiS study whIch indIcates the government'S cornml~'T1ent

to establish a fees-tor-servlce polIcy. are hereunder summarized

More than 80% of the populatIon of Eritrea live In the rural areas and
depend I to a large exten~ on food aId for their surVival, They 5utfer from
deferent nutfl.lon and dIseases most of whIch are due to lack of proper
nutrition end poop sarl/tarlon I Unless tr,e economiC sItuation st"ows
SI..OStantla l Improvement ,,, IS unlikely that most of tt'!e rural popular/or
would be able to pay for heal~h serv'ces p'ovlded by Primary Haa th care
(PHC) programs or by HospItals
Howeve' I prOVldln~ free 1ealtn servIce In\Jolves e substantIal expefise on lhe
par~ cf the government Fu ther more, the reCipIents 01 free hea th care
'T'ay develoc so-ns negatIve attltJdes SUCh as a serse of depende"lCY ~:HiC1

also -nay "'Ot appreClste r"ie fact that free l-ealtrl servIces are actually palo
for by the government

8v s·ages all expenses on health servIces should have to be reH.. overeo
rhrowgh a system of user tees and aventuelly 8 health Insurance s:'ie'i1e

Patle,..,·,; reerred to nospltal but w-nable to pay the Charges Would be
requ'(ec ':c bring! letter from tnelf local admrnlstratlon !1tlrmlng tnet the
sa c loca\ 8Cimlnlst"atI0"1 wow d settle the r,ospltal bfll



Those suffering from cOMmunIcable diseases, sexually transml~·ec dl'~"It'a6es

and mental patIents will continue to receival free health care PsychIatric
patIents seekIng treatment as out-patlentS I however, wIll be required to ;:>ay

tor medIcatIon

It IS essential that the qL.lallty "f health service must Improve In terms of
dfe9n~stlc services, drug supplIes etc If the cost·recovery-scheme IS to
work satisfactorily It IS o'1ly then that the patIents would be prepared to

pay for the serVIces,

Registration fee nomlnel fee at PHC level) collected at all levels of the health
delivery system should not be !leN to the central treasury but should be lef'!'
to the tocal admlnI5tra~IOr, for the maintenance of the realth facilities
premises and to' the payment of fees for oestltut9 patients

FinancIng Schemes

For fInancing health servIces the followIng options are conSidered SUItable
tor ImMediate appllca'!"on

Ii' Charging a Nominal Fee for health services at the f'HC level

/1) Jser Fees to be collected by secondary and 'tertiary HospItals tor
tret,ltment dIagnostic servIces, medlc!tlon, In pS·lert ano out-
patlel'~ care and ai' Other serVices prOVided by a HospItal

III} The Irtroductlon of s limIted Heal'h Insurance Scheme It IS

understood tha' given the prevaIling 'evel Of economic
developmert of the country SUCh a scherr1e would be reeedy
applicable orly to civil servants, employees of
commerCial and Industrial establlsnme"1ts and

otner salisrleo people At present thiS ~Iass cCli'lpnses only a smart
percentage of the total oopulatlon

,v} The long term pia, Is to Institute a Compu sory NatIonal Health
Insuran:e Scheme.

Reglsrrat/or Fee h

At Healt"l Station
·A t l-Iealth Centers



.-

The reglst"atton card would be valid for repeat VISits for a penod of one
month

In patIents In Health centers would be cMarged 0,50 BIrr for a maxImum of
seven days If their condItion requires further hOspitalization they would be
referred to the provlrlclal hospltaf

Vacclr.atlon ,MCH and emergency servIces for the first 24 hours wIll
continue to be provided free of charge

User l:ees HospItals

Reports On expenditure on health indIcates that almost three·fourth of the
total out-lay on health services Is spent on hosplta!s , Ie. or, curative
services I" IS therefore necessary that a system to recover this cost should
be In place ThiS would best be done If the hospItals charge for all servIces
InCludlilg reglSTratJOn

In estabflshlng a tee structure for hospItals the "ollowlng were taken InTO

consIderation

I) All hospitals are located In urban areas urban dwellers are for the
most part, given servants and employees rn the prrvBte sector
wnc ."lave a fixed rncome Consequently they have the means
to pay for their ow~ health cere

oJ, II) Although no studies are available, the number of patients who seek
I"- tre!ltment, at a considerable cost, IS the only CHlvate hosplta J In

Asmara, In the pnvElie clinICS and those who purchase drugs at
private pnar'Tlacles seem to indIcate that the eXIsting capacity
to pay for health care IS QUite hIgh.

lid The govern'T1ert would be able to use some of the TU .,ds acquired
trQm nCSOltsls for the expanSion of the PHC services

IV ) Use~ Fees Charged by the hosOltalS would ca..Jse oatJents to seek
treatment at the Mealth StatIons and Hea'th Centers and
thLS e'"lcourage the publIC to fLolly benefIt from PHC services
ThiS would cOilslcerably reduce by-pas end hence the pressure
en '10spltals

v The addl?/oral cle~ cal and administrative work tMat will follow the
"traauctlon of a tees payment system car"! be h21fiCiled by tt!e



eXisting administrative personnel
addItIonal man-power

!nd therefore does net reQUlre

v i'he charging of fees for health services In government hospitals IS

expected to encourage indIvIdual Investors and non·governmental
•organizations to establish their non hospItals and cllnlos ThIs

would give tne prrvate sector an opportunity to play an Importan·
rcle ,n tl1e ::1evelopme"t of the health care business In Eritrea,

I 1 Reg/stratlon HospItal Bed riosp Bed
Examination (Generel) (specIal)

I

, r-:ospltaLSub-
1

4 7 968 '9 '6 -
~ province
.,;2 f-Josptral Regional I 5 8 958 19 15 33 09

II Cen"ral HospItal I 6 15 9 58 , S" 5 3309
i. 3 I

\ I


