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PROJECT AUTHORIZATION 

HEALTH SECTOR FINANCING PROJECT 
PROJECT NO. 497-0354 

1. Pursuant  t o  S e c t i o n  104 of t h e  Fore ign  Ass i s t ance  r a c t  of 1961, a s  
amended,and i n  accordance w i t h  t h e  a u t h o r i t y  delegat2d t o  me under  
Delega t ion  of Au tho r i t y  No. 652, 1 hereby a u t h o r i z e  t h e  Hea l th  S e c t o r  
Financing P r o j e c t  f o r  t he  Republ ic  of Indones ia  (Cooperat ing Country) 
i nvo lv ing  planned o b l i g a t i o n s  of no t  t o  exceed $ ~ S , O O O , O O O  i n  g r a n t  
funds o v e r  a  seven y e a r  per iod  from d a t e  of a u t h o r i z a t i o n ,  s u b j e c t  t o  
t h e  a v a i l a b i l i t y  of funds i n  accordance w i th  t h e  A.I.D.  all allowance 
p roces s ,  t o  h e l p  i n  f i nanc ing  f o r e i g n  exchange and l o c a l  cur rency  
c o s t s  f o r  the P r o j e c t .  The planned l i f e  of t h e  P r o j e c t  is seven 
y e a r s  from t h e  d a t e  of i n i t i a l  o b l i g a t i o n .  

The P r o j e c t  c o n s i s t s  of va r ious  e f f o r t s  designed t o  promote t h e  
development of i n s t i t u t i o n s  and p o l i c i e s  needed t o  ensure  t h e  
f i n a n c i a l  s u s t a i n a b i l i t y  of c h i l d  s u r v i v a l  s e r v i c e s  i n  Indonesia .  
Child s u r v i v a l  s e r v i c e s  a r e  t he  fo l lowing:  immunization, n u t r i t i o n ,  
d i a r r h e a l  d i s e a s e  c o n t r o l ,  family p lanning ,  mate rna l  and c h i l d  h e a l t h  
and c o n t r o l  of a c u t e  r e s p i r a t o r y  i n f e c t i o n s .  The P r o j e c t  w i l l  he lp  
i n s t i t u t e  reforms i n  t h e  h o s p i t a l  and pharmaceut ical  s e c t o r s  i n  o r d e r  
t o  reduce t he  government 's  f i n a n c i a l  burden f o r  c u r a t i v e  h e a l t h  
s e r v i c e s  and a l l o w  f o r  g r e a t e r  r e sou rce s  t o  be a l l o c a t e d  t o  c h i l d  
s u r v i v a l  programs. The P r o j e c t  w i l l  a l s o  s t i m u l a t e  t he  development 
of p r i v a t e  and p u b l i c  h e a l t h  i n su rance  i n  Indonesia  t o  h e l p  g e n e r a t e  
a d d i t i o n a l  r e sou rce s  f o r  bo th  p r even t ive  and c u r a t i v e  h e a l t h  c a r e .  

3. The P r o j e c t  Agreement, which may be n e g o t i a t e d  and executed by t h e  
o f f i c i a l s  t o  whom such a u t h o r i t y  i s  de l ega t ed  i n  accordance w i t h  
A.I .D.  r e g u l a t i o n s  and Delega t ions  o f  Au tho r i t y ,  d hall be s u b j e c t  t o  
t h e  fo l lowing  e s s e n t i a l  terms and covenants  and major c o n d i t i o n s ,  
t o g e t h e r  w i th  such o t h e r  terms and c o n d i t i o n s  as A.I.D. may deem 
app rop r i a t e .  

a .  Source and Or ig in  of Commodities, N a t i o n a l i t y  of Serv ices .  

Commodities f inanced  by A.I.D. unde r  t h e  Pzo j ec t  s h a l l  have 
t h e i r  source  and o r i g i n  i n  t h e  Cooperating Country o r  i n  t h e  United 
S t a t e s ,  excep t  as A.I .D.  may o therwise  a g r e e  i n  w r i t i n g .  Except f o r  
ocean sh ipp ing ,  t h e  s u p p l i e r s  of commodities o r  services s h a l l  have 
t h e  Cooperating Country o r  t h e  United S t a t e s  a s  t h e i r  p l a c e  of 
n a t i o n a l i t y ,  excep t  a s  A.I .D.  may o therwise  agree  i n  w r i t i n g .  

b. Condi t ions  Precedent  

P r i o r  t o  t h e  disbursement of any funds  t o  f i nance  t h e  l o c a l  
cur rency  c o s t s  of procurement of goods and s e r v i c e s  d i r e c t l y  by t h e  



Cooperating Country, o r  t o  t h e  i e r~uance  of any commitment documents 
w i t h  r e spec t  t h e r e t o ,  t h e  Cooperating Country s h a l l ,  excep t  a s  A.I .D.  
may o therwise  ag ree  i n  w r i t i n g ,  provide evidence t h a t :  

(1) t he  P r o j e c t  Management Uni t  (PMU) and P r o j e c t  Implementation 
O f f i c e s  (PlO's) have been formal ly  e s t a b l i s h e d ,  i nc lud ing  a 
d e s c r i p t i o n  of t h e  p o s i t i o n s  i n  each  u n i t ,  a l i s t  of t h e  names of 
persons  ass igned  on a fu l l - t ime  b a s i e  t o  such p o s i t i o n s ,  and an  
o u t l i n e  of t h e  g e n e r a l  r e s p o n s i b i l i t i e s  of such u n i t c  w i th  regard t o  
each  ma j a r  component of t h e  p r o j e c t ;  and 

( 2 )  a f i r s t  y e a r ' s  workplan f o r  t h e  RMU and each  PIO. 

c. Covenants - 
(1) The Cooperating, Country w i l l  develop a y e a r l y  d e t a i l e d  

implementation p l a n  f o r  t h e  p r o j e c t  which w i l l  d e s c r i b e  t h e  sequence 
of a c t i v i t i e s  t o  be undertaken i n  each  f i s c a l  year .  Unless  o therwise  
agreed by A.I.D., t h e  implementation p l a n  f o r  each y e a r  w i l l  be 
submit ted t o  A.I.D. f o r  review and app rova l  p r i o r  t o  s t a r t  of t he  
y e a r  covered by t h e  p lan .  

( 2 )  I n  o r d e r  t o  make g r e a t e r  r e sou rce s  a v a i l a b l e  f o r  c h i l d  
s u r v i v a l  programs, t h e  Min i s t ry  of Hea l th  and Bappenas w i l l  t ake  un to  
s e r i o u s  cons ide  r a t i o n  and adop t ,  a s  app rop r i a  te ,  t h e  po l i cy  
recommendations which r e s u l t  from t h e  r e sea rch  and demonst r a t i o n  
a c t i v i t i e s  t h a t  &re c e n t r a l  t o  t h e  p r o j e c t .  

( 3 )  The Cooperat ing Country w i l l  ag r ee  t h a t ,  by t h e  end of t h e  
p r o j e c t ,  it w i l l  i n c r e a s e  government expend i tu r e s  f o r  c h i l d  s u r v i v a l  
programs by 35 pe rcen t  i n  r e a l  terms o v e r  t h e  IFY87 pub l i c  s e c t o r  
c h i l d  s u r v i v a l  program expend i tu r e  l e v e l .  

(4) The Cooperat ing Country s h a l l  covenant  t o  fo rma l ly  
e s t a b l i s h  a Hea l th  Financing and P o l i c y  Analys i s  Uni t  w i t h i n  t he  
Bureau of P lanning ,  M i n i s t r y  of Heal th ,  w i t h i n  one y e a r  of t h e  d a t e  
of s i g n a t u r e  of t he  pro  jecr: g r a n t  agreement,  u n l e s s  o therwise  agreed 
by A.I.D. 

( 5 )  The Cooperat ing Country w i l l  ag r ee  t o  g r a n t  exemptions from 
e x i s t i n g  government r e g u l a t i o n s  and s t anda rd  procedures  t o  t h e  e x t e n t  
necessary  t o  carry out the p i l o t  a c t i v i t i e s  and l a r g e  scale 
demonst r a t i o n s  planned under the  p r o j e c t  . 

(6) The Cooperat ing Country w i l l  covenant t o  provide s u f f i c i e n t  
funds  t o  main ta in  and supply  equipment fu rn i shed  through t h e  p r o j e c t .  



4.  Based on the j u s t i f i c a t i o n  presented i n  Annex L of the Project Paper, 
I hereby approve a waiver df the pol icy  requirement contained i n  
paragraph 15.B.1. of A.I.D. Handbook 10 that the host country finance 
the internat ional  trave l  c o s t s  f o r  participant t rainaes trained under 
the project .  

/ Director 
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Cost. Total project  costa a r e  ae  follow^: - 

Grant $15,000 ,000 
Loan 

Sub t o t a l  

Host Country 

Government of Indonesia $ 5,220,000 
Indonesian Financial  I n s t i t u t i ons  $ 295,000 

Total  E&3im 

Purpose. The Government of Indonesia (GOI) has  reques ted USAID assis t a m e  
i n  expanding i ts program of chi ld  survival services  throughout the  country. 
!Che purpose of the  Health Sector Pi-mncing Project  i s  t o  develop the  
i n s t i t u t i o n a l  and policy context needed t o  ensure the  f inanc ia l  
su s t a inab i l i t y  of ch i ld  survival  programs. This w i l l  be achieved by 
improving eff ic iency and cos t  recovery f o r  services  which consume a large 
share of the  Ministry of Health's budget and by redirect ing the  savings t o  
chi ld  survival  programs. The achievement of the  purpose is consis tent  with 
the CDSS goal f o r  hea l th  and population and hence, the  goal f o r  t h i s  
project ,  which is t o  reduce f e r t i l i t y  and in f an t  and ch i ld  mortali ty.  

Description. To achieve the purpose, four major outputs a r e  expected: 

1- The f i r s t  output w i l l  be the  pro l i fe ra t ion  of soc i a l l y  financed heal th  
insurance programs i n  both the  public and pr ivate  sectors .  Project  
inputs  w i l l  f a c i l i t a t e  improvements of government operated hea l th  
insurance programs. Assistance w i l l  a l s o  be provided t o  p r iva te  groups 
seeking t o  e s t ab l i sh  hea l th  insurance plans i n  t he  pr iva te  s e c t ~ r .  Tbe 
G O 1  w i l l  be a s s i s t ed  t o  i n s t i t u t i o n a l i z e  the  capacity t o  coordinate the 
development of hea l th  insurance plans and t o  enact enabling l eg i s l a t i on  
which formalizes and supports growth of such plans. 

The second output w i l l  be a system f o r  improved management and 
fundamental e t ruc tu ra l  reforms i n  government hosp i ta l s  t h a t  w i l l  r e s u l t  
i n  greater  operational eff ic iency,  increased cost  recovery, and l e s s  
public subsidy t o  government hospi ta ls .  A thorough diagnosis of 
hosp i ta l  operations w i l l  be conducted t o  achieve a genuine 
understanding of t he  performance and management problems which impede 
eff ic iency and cost  recovery. A proGam of interventions w i l l  be 
designed and demonstrated i n  hosp i ta l s  i n  three  provinces. The three  
demonstration areas  w i l l  be evaluated t o  determine whether the  program 
of improved eff ic iency and increased cos t  recovery has resu1:ed i n  
reduced governent  subsidy t o  these  hospi ta ls .  



3. The t h i r d  output w i U  be improved e f f i c i e n c y  i n  t h e  procurement, 
d i s t r i b u t i o n ,  and use of pharmaceuticals making more reaources 
a v a i l a b l e  f o r  e a s e n t i a l  drugs which a f f e c t  c h i l d  survival .  

A focused ausessment of t h e  pharmaceutical s e c t o r  w i l l  be conducted t o  
i d e n t i f y  problem8 impeding the  e f f i c i e n t  use of t h e  present  
pharmaceutical budget. Data from the  assessment w i l l  be used t o  
formulate and test  management, t r a i n i n g ,  and communications 
i n t e n e n t i m a  for mare , ra t iomJ-  drug use. A comprehensive group of 
in tervent ions  w i l l  be demonstrated i n  a rep reaen ta t lve  sample of  
d i s t r i c t s ,  and evaluated f o r  t h e i r  impact upon prescr ib ing p a t t e r n s ,  
i n t e r n a l  al1,ocat ive s h i f t s  wi th in  the  pharmaceutical budget, and 
magnitude of expenditures on pharmaceuticals which d i r e c t l y  support  
c h i l d  su rv iva l  programs. 

4. The four th  output  w i l l  be t h e  f u r t h e r  development of h e a l t h  pol icy  
a m l y s i s  capac i ty  wi th in  the Bureau of Planning, Ministry of  Health 
(MOH) so t h a t  staff can b e t t e r  analyze t h e  policy impl ica t ions  of 
demonstration a c t i v i t i e s  and provide t h e  l inkage between p ro jec t  
a c t i v i t i e s  and decis ion  makers. 

Summary of P ro jec t  Analyses. The p r o j e c t  paper analyses conclude t h a t  t h e  
p r o j e c t  is techn ica l ly ,  s o c i a l l y ,  economically and f i n a n c i a l l y  f eas ib le .  
The f i n a n c i a l  a n a l y s i s  i d e n t i f i e s  the  source and magnitude of funds t h a t  can 
be d ive r t ed  t o  c h i l d  su rv iva l .  The economic a n a l y s i s  q u a n t i f i e s  t h e  
cos te /benef i t  of t h i s  approach versus  d i r e c t  investment i n  c h i l d  s u r v i v a l  
and concludes t h a t  g r e a t e r  b e n e f i t  w i l l  accrue using t h e  approach embodied 
i n  t h i s  projec t .  The implementation plan p resen t s  p r a c t i c a l  and e f f i c i e n t  
adminis t ra t ive ,  procurement and f i n a n c i a l  arrangements t o  manage t h e  p ro jec t  
e f f e c t i v e l y .  

Waivers. A waiver allowing p r o j e c t  funds t o  pay f o r  i n t e r n a t i o n a l  a i r f a r e  
and diem f o r  p a r t i c i p a n t s  has been approved. 

S t a t u t o r y  Requirements. A l l  s t a t u t o r y  requirements have been met. See 
Annex D f o r  the  s t a t u t o r y  check l i s t .  

3. BACKGROUND AND RATIONALE 

3.1 S i t u a t i o n a l  Analysis 

Indonesia 's  h e a l t h  s e c t o r  is now a t  a c r i t i c a l  juncture. During t h e  
pas t  15 years,  s u b s t a n t i a l  progress h a s  been made i n  reducing rates of 
f e r t i l i t y ,  and i n f a n t ,  c h i l d  and maternal mor ta l i ty .  Progress has  been 
poss ib le  because of an expanding economy which allowed f o r  l a r g e  publ ic  
sector a l l o c a t i o n s  t o  t h e  h e a l t h  budget. A t  t h e  same time, however, 
Indonesia 's  r a t e s  of i n f a n t  and chfld mor ta l i ty  remain high compared t o  
o t h e r  ASEAN countr ies .  I n f a n t  mor ta l i ty  i s  est imated a t  70 per 1000 l i v e  
b i r t h s  and c h i l d  mor ta l i ty  a t  17.8 per 1000 ch i ld ren  aged 1-4, with 
s u b s t a n t i a l  v a r i a t i o n  among regions  of the  country. Nearly 50% of a l l  



deaths i n  Indonesia occur among in f an t s  and children,  with tetanus,  
d iarrhea,  and resp i ra to ry  in fec t ions  a s  the primary causes of death and 
malnutri t ion act lng ae  a se r ious  underlying factor .  

I n  1985, f a l l i n g  world o i l  p r ices  owere ly  cur ta i l ed  revenues from 
Indoneaia'e l a r g e s t  source of income and foreign exchange. The a u s t e r i t y  
measures impoeed on a l l  government sec tors  a s  a r e s u l t  have profoundly and 
disproportionately affected hea l th  budgets, e spec ia l ly  t h e  MOH's a b i l i t y  t o  
provide the  preventive and promotive hea l th  earvice which most d i r e c t l y  
influence chi ld  ~ u r v i v a l .  Furthermore, projections f o r  f u tu r e  growth i n  t he  
Indonesian economy a r e  not encouraging. Economic growth i s  estimated a t  
only 2.6% per year f o r  the  period 1986-1988, and 9.4% f o r  the  period 
1988-1990. Debt service  w i l l .  consume 30% of the  1987188 budget, equeazing 
the development budget fur ther .  Thia economic scenario bodea poorly f o r  
f u tu r e  public sector  a l l ~ c a t i o n s  f o r  health.  The HOH m e t  thus maintain 
the momentum of i t s  assau l t  upon i n f an t  and chi ld  morta l i ty  i n  an atmosphere 
of dwindling public sector  f inancing f o r  heal th .  

Based upon analyses of the  country's major heal th  problems, the MOR h tg  
concluded t h a t  government resources should be focused on programs which 

' d i r e c t l y  impact in fan t  and ch i ld  morta l i ty  and promote ch i ld  survival .  The 
Ministry of Health has designated the  Expanded Program f o r  Immunizations, 
Nutr i t ion,  Diarrheal  Disease C ~ u ? : ~ o l ,  Family Planning, Maternal Child 
Health, and Control of Acute Respiratory Infect ions  a s  ch i ld  survival  
programs. However, programmatic p r i o r i t y  has  not been t rans la ted  i n t o  
budgetary support. A s  public sec tor  hea l th  budgets have dwindled, chi ld  
s u r v i l a l  programs have borne the  brunt of t he  budgetary axe. The recurrent  I 

cos t  mortgage of f ixed f a c i l i t i e s  and drugs f o r  curat ive  carc poses 
p r ac t i c a l  d i f f i c u l t i e s  i n  s h i f t i n g  budgetary a l loca t ions  t o  ch i ld  survival .  
Budgetary analyses done by the  MOH over the  p ~ s t  year have i l l u s t r a t e d  these 
f i s c a l  d i s p a r i t i e s  quant i ta t ively .  These a r e  summarized i n  the  following 
sect ion.  

3.2 Health Sector Financing Analysis 

Public sector  expenditures f o r  heal th  a r e  derived from f i v e  sources: 
(1) the  MOH cen t r a l  government budget, by f a r  the s i ng l e  l a r g e s t  source of 
funds; (2) the  non-MOH cen t r a l  government budget, primarily from the  
Ministry of Education and Culture f o r  t ra ining;  (3) s t a t e  en te rpr i ses  such 
a s  Bio Farma and Kimia Farma f o r  t h e  production of pharmaceuticals; (4) 
provincial  government budgets, both c a p i t a l  and recurrent;  ( 5 )  and G i s t r i c t  
government budgets f o r  both c a p i t a l  and recurrent  expenditures. Funds from 
the provincia l  and d i s t r i c t  government budgets are primarily devoted t o  
hosp i ta l s ,  hea l th  centers ,  and adminis t ra t ive  support cos t s  f o r  personnel 
and f a c i l i t i e s .  

h e  MOH cen t r a l  government budget is the  l a rges t  and most f l e x i b l e  
source of public financing i n  the  hea l th  sector ,  and general ly  r e f l e c t s  
a l l oca t i ve  trends and p r i o r i t i e s  f o r  the  heal th  sector  i n  general.  This 
s ing le  budgetary source provides a useful  microcosm f o r  public sec tor  heal th  
expenditures and general d i rec t ions  i n  hea l th  financing. 



There a r e  four components t o  the  MOH cen t r a l  government budget: (1) The 
development budget (DIP) is  used f o r  h o s p i t a l  construction, purchasing 
equipment and euppliee, t r a in ing ,  research,  and supervision. The cen t r a l  
budget is  a l s o  the  s m r c e  f o r  a l l  c a p i t a l  and rout ine  coats  f o r  Indonesiale 
Expanded Program on Immunization (cPI) ,  the  d ia r rhea l  disease con t ro l  
program (CDD) , the  na t iona l  n u t r i t i o n  program, and the  maternallchild hea l th  
program. (2) The rou t ine  budget (DIR) supports  maintenance, s a l a r i e s ,  
t r ave l ,  and yi~rrhases  of expendable supplies.  (3) m e  InPres budget, i s  a 
spec ia l  fund from the  President. It provides funds f a r  hea l th  cen te rs  and 
t he  majority of a l l  pharmaceutical supplieu. (4) !Ihe SBBO budget is a 
spec ia l  c en t r a l  government subsidy f o r  h o s p i t a l  operatioc? end maintenance. 

Table 1. MOH Central Government Health Expenditures i n  Indonesia 
1982 /83 - 1987/88 
( i n  "000 Ruepiah) 

Source i 1982/83 i 1 9 8 . ~ 8 4  i 198418s i 1 9 8 5 ~ 6  i 1986187 i 1987/885 
1 I I 

1. Development (DIP) i 111,541 i 100,442 i 101,720 i 94,759 i 65,244 i 22,900 
I I I I I I 

2 .  Routine (DIK) 1 7 8 ~ 7  I 02,428 i 93,527 I 116,767 i 138,823 i 140,200 
I I I I I I 

4. SBRO 1 6,452 1 8,143 I 8,200 I 9,483 I 99787 I 8,000 
I I I I I I 

Total: 1 294,970 1 297,463 1 301,897 1 335,561 1 328,406 1 247,300 
I I I I I I 

*I987188 f igures  represent budget a l l oca t i ons  and not  expenditures. 
( a l l  f i gu re s  i n  nominal terms) 

MOH cen t r a l  government hea l th  expenditures have declined 26% i n  nominal 
terms s ince  1989186. The Development (DIP) budget, from which t he  
overwhelming majori ty of preventive hea l th  and  child surv iva l  programs a r e  
funded, has susta ined t h e  most draccmian reductions, falling 75% in nominal 
Rupiah terms s ince  1985/86. A s  a r e s u l t ,  the  G O I ' s  a b i l i t y  t o  provide 
c a p i t a l  and recurrent  cos t s  f o r  ch i ld  surv iva l  programs has been severely 
compromised. By comparison, a l l  o ther  s ec to r s  combined sustained an average 
8% reduction i n  nominal rupiah terms i n  t h e i r  c en t r a l  government a l loca t ions  
s ince  1985186. 

The Bureau of Planning i n  the MOH has broken down pr ice  adjusted 
absolute  c e n t r a l  health expenditures by types of programs funded by t h e  
government over the  period 1982183 t o  1986/87. Total  government out lays  f o r  
hea l th  have declined s l i g h t l y  even though both papulatiou and GMP continue 



t o  grow. Hospitals have sustained only a modest decl ine  i n  r e a l  terms, 
consuming about 35% of t o t a l  public sec tor  hea l th  expenditures, with trends 
showing a s h i f t  i n  expenditures t o  more peripheral  administrat ive levels .  
Most s ign i f ican t ly ,  a s  a percentage of t o t a l  gwernment spending, ch i ld  
survival  hae declined from 13.5% t o  11.1% i n  r e a l  terms, a r e l a t i v e  
percentage decrease of nearly 18%. These analy.7es indicate  t ha t  although 
r a t e s  of in fan t  and ch i ld  mortali ty remain pe r s i s t en t ly  high and the  MOH has 
made t h e i r  reduction i t s  highest  p r io r i t y  i n  both its National Health System 
(SKN) and the  Long Range Plan f o r  Health, r e l a t i ve ly  small portions of the  
public sec tor  budget a r e  a l located toward those programs and services.  

The hosp i ta l  and pharmaceutical sec tors ,  which alone consume 50% of t he  
G O I ' s  annual expenditures on heal th ,  contr ibute  only incidental ly  t o  
reducing in fan t  and ch i ld  mortality. lhere  a r e  1,367 hosp i ta l s  i n  Indonesia 
of which 733 a r e  p r iva t s ly  owned and operated, and 634 a r e  publicly financed 
and operated. However, of the  110,426 beds, 69% a r e  i n  the  public sector.  
Recurrent cos t s  f o r  government hosp i t a l s  have r i s e n  marginally yet  
Pncrementally since 1984, a t  t he  expense of t he  communicable dieease control  
and t ra in ing  budgets. An estimated 33% of a l l  government hosp i ta l  
u t i l i z a t i o n  i s  by c i v i l  service  employees through the  gwernment heal th  
insurance 2rogram (ASKES). Revenues from these  pa t ien t8  cons t i tu te  only 
about 798% of cos t s  recovered from government hospi ta ls .  

In  1985186, the  recurrent  budget fo r  hosp i t a l s  represented 35% of a l l  
recurrent  budgets f o r  hea l th ,  and the  hosp i t a l  investment budget represented 
25% of t o t a l  investment i n  health.  Approximately 45% of t he  t o t a l  recurrent 
budget f o r  hosp i ta l s  i s  f o r  s a l a r i e s ,  46% f o r  drugs, supplies,  and other  
materials ,  7% f o r  maintenance, and 2% f o r  transport .  Between 1984185 and 
1986187 hosp i ta l  investment has  decl ine  i n  r e a l  terms by 65%, while t he  
recurrent  budget hes  remained constant a t  about Rp. 110 b i l l i on ,  This 
pat tern  of declining investment and constant recurrent  expenditures would 
ind ica te  the  need f o r  a sound pollcy t o  cu t  hosp i t a l  investment i n  the  face 
of f a l l i n g  gwernment revenues, and t o  protect  t he  operation of ex i s t ing  
f a c i l i t i e s  through support f o r  recurrent expenditures. However, with t h s  
ex is t ing  mortgage i n  government hosp i ta l s ,  i t  is doubtful  whether recurrent 
budgets can sus ta in  t he  recurrent  cos t  implications of these  f a c i l i t i e s .  

In  1986187 the  MOH spent Rp. 109 b i l l i o n  on pharmaceuticals. The 
source of these  expenditures and the  leading therapeut ic  categories procured 
v ia  the  public sec tor  pharmaceuticals budget a r e  depicted i n  Figure 1. Most 
drugs a r e  procured from the  InPres and AsKes accounts. Ant ibiot ics  a r e  
procured f a r  i n  excess of any other  therapeutic category. Public 
expenditures f o r  cough preparations equalled those f o r  vaccines. The 
leading product, t e t racy l ine ,  accounted f o r  wer 7% of public expenditures 
on drugs - more than was spent on vaccines. 



Figure 1. The Public Sector Pharmaceutical Budget by source 
of revenue and therapeutic categories procured 1986. 

Source of Revenue 

Routine and Development Budget 
ProvhciaI and District Routine and Development Budgets 

Therapeutic Categories 



Information from t h i s  and other  e tud ias  indicates  t h a t  s t r u c t u r a l  
problems impede the  attainment of maximum therapeutic benef i t  from 
pharmaceuticsls procured by the  public sector .  Some of these f ac to r s  arer  
(1) Antibiot ics  a r e  grosely overprescribed r e l a t i v e  t o  t h e i r  therapeut ic  
need and represent the  s ing le  moat coe t ly  d ra in  on the  pharmsceutical 
budget. Spec i f ica l ly ,  two of the  top  f i v e  drugs purchased i n  1984/85, 
oxytetracycline i n j ec t i on  and kanamycin, were an t i b io t i c e  which did not 
appear once on na t iona l ly  developed etandard treatment regimens. Nearly ae  
much was spent on oxytetracycline i n j ec t i ons  ae  was spent on a l l  vaccines 
combined. (2)  Regulatione which l i m i t  diepensing quan t i t i es  t o  3 daye 
supply encourage eub-therapeutic doses, pa r t i cu l a r l y  f o r  an t i b io t i c s .  (3) 
There is l i t t l e  associa t ion between epidemiologic need and quan t i t i e s  of 
drugs procured. Drugs a r e  usual ly  ordered incrementally, based upon the  
previous year ' s  u t i l i z a t i on .  (4) Reotr ic t ions  o r  exclusione of products 
which have l imi ted therapeut ic  benef i t  (e.g., kanamycin, oxytetracycline 
in jec t ion ,  chlorampi~enical) o r  no impact on public hea l th  (an t i tuss ives  and 
most i n j ec t ab l e  vitamin preparations) could conserve l a rge  poztions of the 
pharmaceutical budget. (5) There is an over-reliance on more expensive 
i n j ec t ab l e  drugs regardless  of therapeut ic  j u s t i f i c a t i on ,  e i t h e r  because of 
provider preference o r  pa t ien t  demand. 

3.3 Policv I m ~ l i c a t  ions  

f i e  budgetary r e a l i t i e s  described above have forced MOH planners t o  
make c r i t i c a l  assessments of resource mobilization po ten t ia l ,  coa t  
ef f ic iency,  and a l l oca t i ve  sf f ic iency.  And most important, these  r e a l i t i e s  
have created a pol icy environment i n  which t h e  MOH i s  recept ive  and, i n  
f a c t ,  eager t o  search f o r  p r ac t i c a l  a l t e r n a t i v e s  t o  the  t r a d i t i o n a l  methods 
of organizing and financing hea l th  ca r e  delivery.  It i s  no longer 
reasonable t o  expect incrementally l a r g e r  publ ic  a l loca t ions  f o r  hea l th  each 
year. Allocative p r i o r i t i e s  must lshift such t h a t  increased resources f o r  
chi ld  survival  programs come from o ther  hea l th  budget l i n e  items, and 
non-gwernment sources of f inancing must be generated f o r  cura t ive  and 
personal hea l th  care. Based on analyses by t h e  MOH's  Bureau of Planning, 
t he  most promising sources from which publ ic  funds can be diver ted a r e  the  
hosp i t a l  and pharmaceutical budgets. The MOH wants t o  explore means f o r  
reducing a l l oca t i ons  f o r  cura t ive  ca r e  and d iver t ing  more resources t o  chi ld  
surv iva l  recognizing t h a t  such rea l loca t ions  a r e  the  key t o  t he  
su s t a inab i l i t y  of ch i l d  survival  programs over t he  long run. 

Concrete evidence of MOH commitment t o  t h i s  a l l oca t i ve  s h i f t  is 
demonstrated i n  the  MOH cen t r a l  development budget over time over which t he  
MOH has  most control .  Hospital investment has  declined s ince  1979, while 
investment i n  community hea l th  and communicable disease  con t ro l  has r i s en  
s teadi ly .  In 1979, hosp i ta l s  received 48% of t he  development budget while 
the  Directorate  Generals f o r  Community Health and Communicable Disease 
Control (CDC) received only 36% combined. By 1986 a l l oca t i ons  had reversed 
en t i r e ly ,  with medical services  receiving only 20% and community hea l th  and 
CDC receiving 44%. For t he  MOH's c e n t r a l  development budget, although the  
p ie  i s  ge t t i ng  smaller ,  ch i ld  surv iva l  is receiving a l a rge r  piece. 



USAID, on the  other hand, has  been prwid ing  support f o r  c a p i t a l  
investment i n t o  Indonesia's ch i ld  eurvivnl program f o r  t he  pas t  15 yeare. 
While t h e  m e t a l n a b i l i t y  of such programs haa alwaye bean a concern, USAID 
has never helped the  GO1 i n  any systematic way t o  m l v e  the  pers i s ten t  
problem of recurrent  cos t  financing. Analytical  work undertaken over the  
l a s t  18 months has convinced the  Mission t ha t  fu r ther  investments i n  chi ld  
s t t ~ i ' f a 1  w i l l  not p rwide  sustainable,  long-term returns  u n t i l  t he  issue of 
f inanc ia l  su s t a inab i l i t y  is addressed. 

MOH plannere have developed several  policy optlone f o r  financing the  
need and demand f o r  hea l th  senr ices  and guaranteeing continued investment 
and recurrent  cos t s  f o r  ch i ld  survival  programs. lheee are:  

Obtain grea te r  government a l loca t ions  t o  t he  heal th  sector  commensurate 
with i ts  i n t e g r a l  importance t o  na t iona l  development. In  view of the  
f i e r c e  competition f o r  dwindling resources among the  various 
development sectors ,  t h i s  option holds  l imited po ten t ia l  i n  the  current 
environment. 

Effect  g rea te r  e f f ic ieneee  i n  ex i s t i ng  gwernment services ,  focusing 
p r io r i t y  upon the  hosp i t a l  and pharmaceutical sec tors  because of t h e i r  
l a rge  proportional a l loca t ion  and perceived opportunit ies f o r  
eff ic iency.  Savings achieved i n  t he  hosp i t a l  sec tor  could then be 
real located toward programs d i r e c t l y  supporting t he  G O I ' s  ch i l d  
survival  program. In te rna l  a l l .ocat ive  s h i f t s  within the  pharmaceutical 
sec tor  could r e s u l t  i n  subs tan t ia l  support f o r  ch i ld  survival  programs. 

Increase cos t  recovery f o r  government sponsored curat ive  hea l th  care  
oervices with a view toward decreasing the  gwernment's subsidy f o r  
cura t ive  care. 

E l i c i t  g rea te r  non-gwernment involvemont i n  financing and del iver ing 
hea l th  care  t o  f i l l  t he  gap created by diminished public resources f o r  
health. 

Promote prepaid capi ta ted hea l th  insurance t o  introduce grea te r  equity 
i n  financing the  demand f o r  hea l th  care. 

Economic exigencies demand t h a t  t h e  MOH does more with fewer resources, 
hence, t he  emphasis upon eff ic iency and cos t  recovery. More non-government 
resources must be mobilized, both t o  relievr; t h e  gwernment of some of i ts  
burden f o r  curat ive  care  and t o  make more resources avai lable  f o r  ch i ld  
sunrival .  The pr iva te  sec tor  has t r ad i t i ona l ly  played a prominent r o l e  i n  
p rwid ing  hea l th  and medical care  i n  Indonesia. The M O H t s  Bureau of 
Planning has estimated t ha t  f o r  1985/86, 63% of a l l  expenditures on heal th  
i n  Indonesia were i n  the  pr ivate  sector.  However, evidence indicates  t h a t  
t he  pr iva te  sec tor ' s  ac tua l  contribution toward improving r a t e s  of chi ld  
surv iva l  is probably negl igible  a t  present, but could be increased. 

In summary, t he  timing is excel lent  f o r  some fundaaental a l loca t ive  and 
s t r u c t u r a l  changes within the  MOH which w i l l  he lp  assure t ha t  na t iona l  



hea l th  development ob jec t ives  can be achieved through b e t t e r  marshnlling 
pr iva te  sec tor  resources and s h i f t i n g  public sec tor  budgetary a l l oca t i ons  t o  
favor ch i l d  survival  proy;rams. USAID and t h e  World Bank have collaborated 
with the  MOH i n  much of  he ana ly t i c a l  work which has led  t o  the  current  
pol icy environment, USAID, through t h i s  project ,  has the  opportunity t o  
support the  MOH i n  providing the  technical  ass i s tance ,  ana ly t i c a l  work and 
experimentation t h a t  w i l l  make these  policy changes a r ea l i t y .  

4. PROJECT DPSCRIPTION 

4.1 Project  Goal - 
The goal  of t h i s  p ro jec t ,  a s  wel l  as t he  goal  f o r  USAID's hea l th  and 

population program i n  general ,  i s  t o  reduce f e r t i l i t y  and in fen t  and ch i l d  
mortal i ty.  This goal  is based on a de ta i l ed  hea l th  and population sec tor  
assessment, conducted i n  preparation f o r  the  1989-93 CDSS, which 
demonstrated t h a t  decreasing f e r t i l i t y  and improving r a t e s  of ch i ld  survival  
should remain t he  p r inc ipa l  development concern i n  t h i s  sector.  

This s ec to r a l  goal ,  i n  turn ,  is supportive of t he  Mission's ove ra l l  
goal  which seeks t o  increase  employment and incomes by making important 
investments i n  t he  qua l i t y  and productivity of Indonesia's human cap i ta l .  
h'hile methodologically sound s tud i e s  on t he  relationrship between hea l th  and 
economic productivity a r e  cur ren t ly  no t  avai lable ,  t he  Agency's policy paper 
on hea l t h  ass i s tance  supports  t he  view t h a t  a heal thy population is an 
important ingredient  i n  economic growth and product ivi ty  and t h a t  improving 
r a t e s  of ch i l d  surv iva l  i s  one of the  Agency's most important goals. 

Four object ives  support the  s ec to r a l  goal. These are:  (1) t o  encourage 
g r ea t e r  p r iva te  s ec to r  involvenent i n  hea l th  and family planning, (2) t o  
ensure sustained l e v e l s  of recurrent  f inancing f o r  ch i l d  surv iva l  and family 
planning programu, (3) t o  improve publ ic  s ec to r  e f f i c iency  i n  ch i ld  surv iva l  
and family planning, and (4) t o  develop human resources f o r  hea l th  and 
family planning programs i n  t h e  publ ic  and pr iva te  sectors .  !the Health 
Sector Financing (HSF) Project  w i l l  inaugurate t he  new Mission hea l th  
s t ra tegy  by developing hea l th  f inancing po l i c i e s  which favor a strong 
p r iva t e  s ec to r  r o l e  and t h e  divers ion of public resources gained through 
enhanced e f f ic iency  and g rea t e r  cos t  recovery toward ch i l d  survival  programs 
t o  ensure t h e i r  sus ta inab i l i ty .  

Project  Purpose 

The purpose of t h e  p ro jec t  is t o  develop t h e  i n s t i t u t i o n a l  and policy 
context needed t o  ensure the  f i nanc i a l  su s t a inab i l i t y  of ch i l d  surv iva l  
programs. The pro jec t  purpose addresses the  f i r s t  two Mission object ives  
l i s t e d  above. It w i l l  encourage a l a r g e r  r o l e  f o r  non-government e n t i t i e s  
i n  the  provision and financing of personal hea l t h  care and helps  t he  GO1 
begin t o  rea l loca te  its resources t o  favor ch i l d  surv iva l  programs, many of 
which are d i f f i c u l t  t o  f inance pr ivate ly .  The budgetary crisis has 
se r ious ly  jeopardized t h e  a v a i l a b i l i t y  of t h e  recurrent  cos t  f inancing 



needed t o  susta in  e s sen t i a l  ch i ld  survival  services  i n  t he  long term. Short 
a f  e ign i f ican t  increases i n  ove ra l l  glovernment hea l th  budgets, considered 
highly unl ikely  f o r  t he  f orneeable future , ,  add i t iona l  reBources f o r  ch i ld  
surv iva l  must be diverted from other  public sec tor  hea l th  programs. The 
project  addressee the  p rac t i ca l  i s sues  of how t o  reduce the  GO1 subsidy t o  
hosp i ta l s  and e f f ec t  e f f i c i enc i e s  i n  both hosp i ta l  and pharmaceutical 
operationa i n  order t o  decrease t h e  need f o r  public financing of curat ive  
care  and rea l loca te  those resources t o  ch i ld  eurvival. Reallocating 
resources i n  t h i e  fashion has  f a r  reaching ramifications,  and thus requires  
ca re fu l  analysis ,  experimentation, and convincing evidence of f e a s i b i l i t y  t o  
support t he  MOH1s current  determination t o  make d i f f i c u l t  but necessary 
policy and a l loca t ive  decisions i n  t h i s  area. 

l he  l inkage between the  purpose and goal of t h i s  project  i s  d i rec t .  
Continued progress i n  reducing r z + w  of in fan t  and ch i ld  mortali ty w i l l  
depend on the  sus t a inab i l i t y  of ch i ld  survival  programs. The t o t a l  amount 
of resources f o r  hea l th  must be expanded by harnessing pr iva te  sec tor  
dynamism t o  finance cura t ive  care ,  allowing the  gwernment t o  focus its 
e f f o r t e  on ch i ld  survival .  

The end-of-project s t a tu s ,  which w i l l  allow the GO1 and USAID t o  
measure whether t he  project  has  accomplished i t s  purpose, w i l l  be a - 35% 
increase i n  t o t a l  government spending on ch i ld  survival  programs i n  r e a l  
terms compared t o  t o t a l  government spending on ch i ld  survival  i n  1987. The 
project  year ly  increasespin ch l ld  survival-spending i n  r e a l  terms during t he  
l i f e  of project  is  presented i n  Figure 2. 

Figure 2 .  Percentage Increase i n  Real Government Expenditures on Child 
Survival  Compared with Base Year IFY 1987188. 
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Real G O 1  expenditures on c h i l d  su rv iva l  have been dec l in ing  s i n c e  
1982. ( see  Financia l  Analysis).  The p ro jec t  p ro jec t s  t h a t  t h i s  t rend w i l l  
probably continue i n  1988, but  with t h e  percent  decrease i n  r e a l  c h i l d  
s u r v i v a l  spending moderating t o  only 5% when compared with 1987. By 1989, 
with p ro jec t  a c t i v i t i e s  coming on l i n e  and da ta  reaching pol icy  makers, t h e  
f o r e c a s t  is f o r  a r e v e r s a l  of t h e  dec l in ing  trend.  A r e a l  inc rease  i n  c h i l d  
s u r v i v a l  spending of 5% per year is projec ted  between 1989 and 1992. During 
t h e  f i n a l  two years of t h e  p ro jec t ,  by which time e f f i c i e n c y  and hea l th  
f inancing reforms pioneered through t h e  p ro jec t  should begin a f f e c t i n g  t h e  
system, a r e a l  inc rease  of 10% per year i n  c h i l d  su rv iva l  spending can be 
expected . 

This  a l - locat ive  s h i f t  w i l l  be supported by t h e  following condit ions:  
(1) v i a b l e ,  se l f - f inancing s o c i a l  insurance schemes w i l l  be functioning 
which demonstrate the  value of a p l u r a l i s t i c  h e a l t h  c a r e  f inancing system, 
(2)  fundamental p o l i c i e s  w i l l  have been adopted with r e spec t  t o  h o s p i t a l s  
which w i l l  l ead  t o  a decrease i n  the  G O 1  subsidy t o  pub l i c  h o s p i t a l s ,  (3) 
p o l i c i e s  and procedures governing pharmaceutical procurement, d i s t r i b u t i o n ,  
and use w i l l  be i n  p lace  t o  improve the  the rapeu t i c  impact of  G O 1  drug 
expenditures,  and (4)  a da ta  base and a n a l y t i c a l  capaci ty  needed by MOH 
pol icy  makers t o  make r a t i o n a l  a l l o c a t i v e  decis ions  w i l l  be i n  place. 

The HSF Pro jec t  r ep resen t s  a depar ture  from t r a d i t i o n a l  AID c h i l d  
s u r v i v a l  p r o j e c t s  which e s t a b l i s h  performance t a r g e t s ,  e.g., number of 
ch i ld ren  immunized, number of h e a l t h  workers t r a ined ,  t o  ach?.eve the  g ~ a l  
and purpose of the  p ro jec t .  This  p r o j e c t  seeks t o  improve performance i n  
the  h e a l t h  s e c t o r  through s t r u c t u r a l  changes i n  the  o rgan iza t iona l  format of 
h o s p i t a l s ;  i n  t h e  procurement, s e l e c t i o n ,  d i s t r i b u t i o n  and use of 
pharnaceuticals;  and i n  s t r a t e g i e s  t o  f inance t h e  demand f o r  c u r a t i v e  care .  

The planning approach embodied by t h i s  p r o j e c t  f e a t u r e s  a number of 
s t r u c t u r a l  in t e rven t ions  and pol icy  changes needed t o  improve performance i n  
t h e  h e a l t h  s e c t o r  i n  genera l ,  and i n  p a r t i c u l a r  with r e l a t i o n  t o  c h i l d  
su rv iva l .  It avoids preconceived no t ions  of what those s t r u c t u r a l  
in t e rven t ions  should be, seeking i n s t e a d  t o  conduct a thorough ana lys i s  of 
problems t h a t  h inder  e f f i c i e n c y  i n  t h e  pub l i c  h o s p i t a l  and pharmaceutical 
s e c t o r s ,  and then designing,  t e s t i n g ,  and evaluaring t h e  s t r u c t u r a l  
in t e rven t ions  t h a t  can have the  g r e a t e s t  impact. The u l t ima te  ob jec t ive  is  
t o  develop a po l i cy  framework t h a t  can i n s t i t u t i o n a l i z e  t h e  s t r u c t u r a l  
in t e rven t ions ,  eventual ly  r e s u l t i n g  i n  g r e a t e r  r ecur ren t  c o s t  f inancing f o r  
c h i l d  su rv iva l .  Mechanisms are i n  p lace  t o  channel f i n d i v z s  generated by 
t h i s  p ro jec t  t o  decis ion  makers a t  appropr ia te  l e v e l s  wf2hin both t h e  MOH 
and o the r  government agencies who make pub l i c  pol icy  as it concerns 
f inancing the  G O I ' s  h e a l t h  program. 

4.3 Pro jec t  Outputs 

4.3.1 Development of Socia l  Financing Schemes 

Socia l  f inancing is defined as the  spreading of r i s k  f o r  incur r ing  
out-of-pocket c o s t s  f o r  h e a l t h  se rv ices .  It is genera l ly  synonymous with 
hea l th  insurance.  Health insurance programs mobilize resources  f o r  t h e  



h e a l t h  s e c t o r  and p r o t e c t  households fmm l a r g e  f i n a n c i a l  losses .  They can 
a l s o  r e l i e v e  t h e  gwernment budget of t h e  h igh c o s t  of expensive c u r a t i v e  
c a r e ,  and reduce the government's burden of f inancing and providing c u r a t i v e  
h e a l t h  s e r v i c e s  t o  those  who can a f f o r d  t o  pay. 

A convergence of economic, s o c i a l  and p o l i t i c a l  f a c t o r s  makes t h i s  an 
opportune time t o  -. f o s t e r  t h e  expansion of t h e  pre-paid h e a l t h  insurance 
s e c t o r  i n  Indonesia. This p r o j e c t  w i l l  f a c i l f t a t e  t h a t  expansion by (1)  
providing t h e  t e c h n i c a l  a s s i s t a n c e ,  f e a s i b i l i t y  e t u d i e s  and o ther  c o s t s  
a s soc ia ted  wlth i n i t i a t i n g  o r  improving a v a r i e t y  of s o c i a l  f inancing 
schemes f o r  h e a l t h  and (2) developing t h e  G O I ' s  capaci ty  t o  guide t h e  
development of s o c i a l  f inancing schemes. 

Curr rent ly  t h e r e  is a small  but  expanding segment of t h e  populat ion 
covered by s o c i a l l y  f inanced insurance programs. The l a r g e s t  of thcoe is 
t h e  publ ic  employees h e a l t h  i ~ i s u r a n c e  program c a l l e d  ASKES, which purchases 
c a r e  f o r  Indonesia 's  3 mi l l iou  c i v i l  s e rvan t s  and t h e i r  dependants ( a  t o t a l  
en ro l l ed  populat ion of 1 5  mi l l ion  members) through a 2% payro l l  deduction. 
A similar program, c a l l e d  ASABRI, p r w i d e s  care f o r  m i l i t a r y  personnel  and 
t h e i r  dependants. The gwernment h a s  a l s o  introduced a h e a l t h  insurance 
p lan  f o r  p r i v a t e  s a l a r i e d  employees c a l l e d  PKTK, which h a s  launched p i l o t  
p r o j e c t s  i n  J a k a r t a  and s e v e r a l  o t h e r  c i t i e s .  In t h e  p r i v a t e  s e c t o r ,  
s e v e r a l  l a r g e  l i f e  insurance companies have d i v e r s i f  i cd  i n t o  h e a l t h  
insurance,  and groups of providers  have organized group p r a c t i c e s  which 
o f f e r  c a r e  on a c a p i t a t e d ,  pre-paid basis .  

Growth i n  t h i s  s e c t o r  h a s  been random and unfocused, and h a s  l a r g e l y  
r e s u l t e d  i n  indemnity-type, p r i v a t e  s e c t o r  h e a l t h  insurance p lans  f o r  t h e  
wealthy. I n  order  t o  expand h e a l t h  insurance coverage t o  o the r  income 
groups and t o  avoid t h e  negat ive  consequences which have accompanied t h e  
uncontrol led growth of h e a l t h  insurance i n  o t h e r  s e t t i n g s ,  t h e  MOH h a s  
developed guiding p r i n c i p l e s  f o r  h e a l t h  inuurance c a l l e i  DURM. Through t h i s  
p r o j e c t ,  t h e  MOH w i l l  develop t h e  capac i ty  t o  a c t  a s  a c a t a l y s t  f o r  t h e  
development of a v a r i e t y  of pub l i c  and p r i v a t e  s o c i a l  f inancing schemes that: 
emphasize h e a l t h  maintenance and c o s t  containment, and a t  t h e  same time 
provide  consumer p ro tec t ion  by regu la t ing  q u a l i t y  and s e t t i n g  s tandards  -. f o r  
care.  - 

Expansion of h e a l t h  insurance. This  component w i l l  improve pub l i c ly  
owned and managed h e a l t h  insurance programs and s t imula te  t h e  growth of 
p r i v a t e  h e a l t h  insurance  schemes. Two p u b l i c  s e c t o r  programs w i l l  r ece ive  
a s s i s t a n c e  through t h i s  p ro jec t  : 

ASKES: This program generated Rp. 67 b i l l i o n  i n  revenues f o r  t h e  - 
gwernment i n  1986187, and i ts  members were responsib le  f o r  about 33% 
of h e a l t h  s e r v i c e  u t i l i z a t i o n  a t  gwernment h e a l t h  f a c i l i t e s .  Howe,<er, 
ASKES opera tes  e s s e n t i a l l y  as an  indemnity insure r ,  and cont inues  t o  
s u f f e r  from high u t i l i z a t i o n  and uncontrol led c o s t  i n f l a t i o n .  
fnadequate d a t a  exist a t  present  t o  eva lua te  t h e  program's f i n a n c i a l  
performance and prospects  f o r  f i s c a l  solvency. f i e  p r o j e c t  w i l l  a s s i s t  
ASKES t o  undert&e a c r i t i c a l  review of i t s  program with a view toward 



improved eff ic iency,  reforms i n  the  del ivery and financing of care ,  and 
eventual self-sufficiency. 

With project  fundo ASKES w i l l  a c tua r i a l l y  asuess its present benef i t  
package and premium s t ruc tu re  wit:h a view toward designing the  
necessary reforms. me project  w i l l  a l s o  explore and evaluate new 
financing and del ivery mechanisms, e.g., capi ta ted payment t o  both 
public and pr iva te  providers, which incorporate providers i n t o  the  r i sk  
sharing arrangement t o  replace t he  present fee-for-aervice 
reimbursement system. These finaticing arrangements w i l l  be p i l o t  
t e s t ed  and evaluated i n  a circumscribed geographic area. 

The project  w i l l  a l s o  a s s i s t  ASKES t o  imprwe i t s  management 
information system t o  b e t t e r  monitor service  u t i l i z a t i o n ,  personnel, 
inventory and financing, and w i l l  provide t r a in ing  f o r  ASKES s t a f f  i n  
a c t u a r i a l  analynis,  claims processing, f i nanc i a l  control ,  and 
u t i l i z a t i o n  revtew. These a r e  areas  i n  which ASKES s t a f f  a r e  
inadequately t ra ined ,  but they a r e  e s s e n t i a l  functions f o r  improving 
t h e  management of the  ASKES program. 

(2) PKTK: This is a jo in t  program sponsored by the  Ministry of Health and 
Ministry of Manpower t o  p r w i d e  a comprehensive range of preventive and 
cura t ive  hea l th  se rv ices  f o r  t h e  wage-baaed population. m e  Ministry 
of Manpower's Workmen's Compensation Program ( ~ s ~ e k )  is responsible f o r  
t he  insurance aspect  of t he  scheme (i.e. , marketing, enrollment, 
co l lec t ion  of premiums, and reimbursement f o r  se rv ices ) ,  and the  
Ministry of Health is  responsible f o r  p rwid ing  primary and secondary 
care. 

A PKTK p i l o t  scheme was inaugurated i n  Jakarta i n  1985. The program 
expanded t o  eleven addi t iona l  c i t i e s  i n  September 1987 with fu r the r  
expansion scheduled f o r  four addi t iona l  c i t i e s .  The p i l o t  project  has  
faced problems i n  r ec ru i t i ng  su f f i c i en t  numbers of enrol lees  t o  make 
the  program viable.  

The HSF project  w i l l  begin with a comprehensive review of a l l  PKTK 
p i l o t  a c t i v i t i e s  i n  s i x  c i t i e s ,  focusing upor. management, cos t  
recovery, benef i t  packages, premlum ra t e s ,  and marketing and enrollment 
s t ra teg ies . '  This assessment w i l l  lead t o  t he  design of a model f o r  I 

PKTK which w i l l  be used t o  make program imprwements i n  t he  s i x  
cities. This model should contain c r i t e r i a  f o r  developing premium 
r a t e s  and benef i t  packagea; a marketing s t ra tegy;  design of 
administrat ion,  management, and i n f o ~ . . t i o n  systems; and a t ra in ing  
plan. The project  wj .11  support development cos t s  f o r  rep l ica t ing  t h i s  
model i n  the  s i x  c i t i e s ,  and w i l l  evaluate these  programs a t  year 3 of 
t h e  project. Using its own resources, PKTK w i l l  use t he  model f o r  
expansion i n t o  t he  remaining c i t i e s ,  which w i l l  be completed by the  end 
of t h i s  project. The UNDP w i l l  a l s o  p r w i d e  a $350,000 grant t o  
support improved management of t he  AsTek program t o  he lp  
i n s t i t u t i o n a l i z e  t he  reforms made through t h i s  project .  



f ie  project  w i l l  a l s o  encourage t he  growth of non-government heal th  
ineurance echemes through wage-baeed groups, community groupe, small and 
l a rge  male en te tpr ieee ,  and o ther  o r g a n i ~ a t i o n e  which provide the 
opportunity t o  expand soc i a l  financing of hea l th  care  and experiment with 
d i f f e r en t  organizational models. This w i l l  include an ana lys i s  of 
non-gwemment and pr ivate  service  providers and how t h e i r  r o l e s  can be 
enchanced. Aseistance provided w i l l  f a l l  i n t o  two categories  a s  follows: 

Dana Sehat: These a r e  voluntary hea l th  care  purchasing cooperatives a t  
t h e  v i l l a g e  l e v e l  which a r i s e  through spontaneous i n i t i a t i v e s  by 
v i l l age r s .  !Che Dana Sehat c o l l e c t  contributions monthly, which a r e  
then used t o  purchase medicines, f inance a water system, o r  purchase 
care  a t  a hea l th  center,  The Dana Sehat represent an organized focus 
f o r  reaching the  r u r a l  community groups, 

The project  w i J . 1  attempt t o  l i n k  government hea l th  se rv ices  t o  
community groups by experimenting with pre-paid soc i a l l y  financed 
hea l th  schemes organized through t h e  Dana Sehat. The Dana Sehat i n  a 
s u b d i s t r i c t  w i l l  be organized i n t o ,  a p o o l e d l i s k  , pre-paid hea l th  
ineuraace echeme with primary care prwided  through l o c a l  p r w i d e r s  and 
the  hea l th  center ,  and secondary ca re  provided by the  d i s t r i c t  hospi ta l .  

The concept of Dana Sehat confederations w i l l  be t r i e d  i n  f i v e  
s u b d i s t r i c t s  c h o ~ e n  because of t h e  existence of functioning Dana Sehat, 
t he  progressive nature of t h e i r  hea l th  and development programs, and 
the  existence of re l ig ious  groups o r  c ~ o p e ~ r a t i v e e  t h a t  can p rwide  t he  
organizational focus f o r  managing a prepaid hea l th  insurance program. 
Ihe Dana Sehat i n  these a reas  w i l l  have e i t h e r  a geographical focus, o r  
can be organized around un i ta  of s imi la r  productive en te rpr i se  such a s  
farmers, fisherman, etc. 

Pr iva te ly  managed ,heal th  insurance FrogramtI: m e r e  is c l e a r l y  great  
i n t e r e s t  and po t en t i a l  f o r  developing s o c i a ~ l y  financed hea l th  
insurance programs which a r e  owned rind managed by pr iva te  groups. The 
project  w i l l  provide a foca l  point  f o r  information, technical  
ass is tance,  and other resources which can be accessed by pr iva te  groups 
in te res ted  i n  s t a r t i n g  hea l th  insurance programs. !this w i l l  allow the  
government t o  s t imulate  and coordinate the  development of these  
programs. 

A Pr iva te  Health Insurance Unit which i s  so l e ly  responsible f o r  t h i s  
t ask  w i l l  be developed by the  MOH through t h i s  project .  The un i t  w i l l  
ac t ive ly  promote t he  concept of hea l th  insurance and seek t o  iden t i fy  
groups in te res ted  i n  exploring t h e  developmen,t of prepaid hea l th  
insurance programs. There a r e  four  major t a rge t  groups with whom t h i s  
u n i t  w i l l  probably i n t e r ac t  t o  s t imulate  in te res t .  These are:  (1) 
l a r g e  l i f e  i ~ s u r a n c e  companies which have c a p i t a l  and a r e  in te res ted  i n  
d ivers i fy ing  i n t o  hea l th  insurance, (2) groups of providers o r  
hosp i t a l s  in te res ted  in developing group practices which can o f f e r  care  
on a capi ta ted,  prepaid bas i s ,  (3) i n d u s t r i a l  companies with l a rge  
numbers of employees and possibly ex is t ing  self-financed hea l th  



programs fo r  t h e i r  euployees who a r e  in teres ted i n  converting ex is t ing  
heal th  financing s t ruc tures  i n to  a capi ta ted,  premium-based system 
which shares r i s k  among c l i e n t s  and providers, and (4) cgan ized  
community groups such a s  farming or  da i ry  cooperatives which would l i k e  
t o  provide heal th  care t o  t h e i r  members on a capitated prepaid basis.  

The uni t  w i l l  proactively canvass organizations among the t a rge t  groups 
t o  iden t i fy  those interes ted i n  exploring the f e a s i b i l i t y  of s t a r t i n g  a 
heal th  ineurance plan. In te res ted  groups w i l l  be able  t o  access the 
project ' s  resources on a se lec t ive  bas i s  using c r i t e r i a  of 
e l i g i b i l i t y .  The following types of ass is tance w i l l  be made avai lable  
t o  them by the unit :  information about d i f f e r en t  configurations fo r  
capi ta ted prepaid heal th  insurance: programs; development of f e a s i b i l i t y  
s tud ies  and business plane; i den t i f i ca t i on  of su i t ab l e  consultants and, 
where indicated,  funding f o r  technical  assistance;  provision of 
commodities, par t i cu la r ly  fo r  information management; i den t i f i ca t i on  of 
cap i t a l  requirements; and brokering access t o  cap i ta l .  This un i t  w i l l  
develop spec i f i c  c r i t e r i a  t o  determine which groups would be e l i g i b l e  
f o r  project  ass is tance,  and the types of ass is tance which w i l l  be 
provided. Once e l i g i b i l i t y  has been established,  i t  is  ant ic ipated 
t h a t  ass i s tance  fo r  feasibility s tud ies  w i l l  be avai lable  f o r  a l l  
groups. Other types of ass is tance w i l l  be dependent upon the  
e l i g i b i l i t y  c r i t e r i a  which the hea l th  insurance un i t  w i l l  e s t ab l i sh  
once the  project  haa commenced. 

Additional technical  ass is tance w i l l  be accessed through the  Pr ivate  
Enterprise Development Services (PEDS) project  , a cen t r a l l y  funded 
project  of the  Pr ivate  Enterprise (PRE) Bureau and the Mission's 
planned, N 88 Financial Markets Project .  PEDS can make TA avai lable  
e i t he r  f o r  f e a s i b i l i t y  s tudies  o r  f o r  technology t ransfer .  Where 
indicated, p ro jec t  funds can be used t o  obtain technical  ass i s tance  
through the  PEDS project. 

Several venues w i l l  be explored t o  access capi ta l .  Promising ventures 
with viable  business plans w i l l  be re fe r red  t o  Bank Niaga, a foreign 
exchange l o c a l  bank which has been established i n  Jakar ta  a s  a PRE 
f inanc ia l  intermediary making loans t o  small and medium sized business 
ventures. Exist ing PRE loan guarantee f a c i l i t i e s  allow t h i s  - 

i n s t i t u t i o n  t o  assume the r i s k  associated with lending t o  smaller 
business ventures. Equity investment f o r  promising business 
enterpr ises  might a l so  be accessed through the  PRE Non-Bank Financial  
I n s t i t u t i ons  program should such a f a c i l i t y  be established i n  
Indonesia. In  t h i s  instance, PRE loans c a p i t a l  t o  l o c a l  non-bank 
investment companies which function a s  venture cap i t a l  firms and make 
equity investments i n t o  promising business opportunities. 

A f i n a l  source of venture cap i t a l  which w i l l  be explored through the 
project  is ex is t ing  spec ia l  i n t e r e s t  groups possessing c a p i t a l  pools 
which might r e a l i z e  some economic benef i t  from the pro l i fe ra t ion  of 
pre-paid hea l th  insurance plans i n  the  pr ivate  sector.  Examples of 
such groups are l i f e  insurance companies, medical equipment and supply 



companies, and pharmaceutical companies,, The Pr ivate  Health Insurance 
U n i t  art11 ac t i ve ly  seek t o  i den t i fy  groupa who might be in te res ted  i n  
p r w i d i n g  c a p i t a l  t o  f l edg l ing  insurance companies, and r e f e r  po t en t i a l  
hea l th  insurance scilemes with promising business plans t o  these  sources. 

With respect t o  the  non-gwernmment hea l th  insurance schemes, it is 
important t o  note t h a t  schemes have not  been pre-designed. The project  
w i l l  provide a mechanism f o r  seeking out in te res ted  organizations and 
making avai lable   he technical  aes is tance o r  s t a r t - u p  cos t s  necessary 
t o  i n i t i a t e  and aaonltor the performance of such ~chemee. The spec i f i c  
construct  of each scheme w l l l  depend on t h e  nature  of the  i n s t i t u t i o n s  
involved, t he  na ture  of the  c l i e n t  group, t he  a v a i l a b i l i t y  of heal th  
care  p r w i d e r ~  i n  the  a rea  and so  on. Some may be f a i r l y  simple, and 
o thers  highly sophist icated.  The idea is  t o  f ind  out what works i n  a 
va r i e ty  of circumstances and how the  gwernment can continue t o  p rwide  
t h e  support and encouragement f o r  continued growth i n  t h i s  area. 

Development of (GO1 capacity t o  coordinate and f o s t e r  hea l th  insurance. 
There are two aspects  t o  developing the  G O I ' s  capaci ty  t o  coordinate t he  - - 
dwelopment of hea l th  insurance f o r  which t h i s  project  w i l l  p r w i d e  
assistance.  The f i r s t  is the  a b i l i t y  t o  monitor and evaluate heal th  
insurance plans i n  order t o  make sure  t h a t  benef i t  packages, qual i ty  of 
care,  and i n t e r n a l  management, information and report ing capac i t i es  meet a 
set of minimum standards. I[he second is developing the  l e g i s l a t i v e  
framework t o  ensure t ha t  t he  gwernment is ab l e  t o  coordinate and influence 
t he  shape of hea l th  insurance i n  Indonesia. 

It is important, a t  t h i s  point, t o  understand the  major pr inciples  of 
t he  MOH's concept of hea l th  insurance (ca l led  DuKM). DUKM is an evolving 
concept but a l s o  one which seeks t o  s t imulate  d ive r s i t y  and increase general  
access t o  hea l th  insurance. These pr inc ip les  are:  

o Health insurance should be encouraged i n  both t he  public and 
pr ivate  sectors.  

o Services provided v i a  hea l th  insurance programs should be oriented 
t o  hea l th  maintenance and therefore  include, whenever possible,  
preventive, promotive and cura t ive  services.  

o Services should be prwided according t o  need and should meet 
minimum standards of quali ty.  

o Health insurance programs should support t he  G O I ' s  na t iona l  
object ives  i n  hea l th  s o  t h a t  they can eventually r e l i eve  the  
gwernment of i ts  burden f o r  p rwid ing  personal hea l th  se rv ices  t o  
t he  public a t  large.  

o H e d t h  insurance programs ahould be funded on a pre-paid capitated 
premium basis. 



Health insurance should promote more equitable access t o  heal th  
uervices with healthy a s  well as  s ick pereons contributing toward 
support of the heal th  system. 

Coverage of health insurance should eventually be nat ional  i n  
scope. A t  some point ,  every person i n  Indonesia should have access 
t o  heal th  services through some form of heal th  insurance. 

Health insurance programs should be coordinated under the auspices 
of government t o  guarantee standards of qua l i ty  and cost. 

There should be enabling l eg i s l a t i on  which formalizes the  
pr inc ip les  of DUKM and a coordinating body which can oversee 
adherence t o  these pr inciples .  

The project  w i l l  support the  development of a mul t idiscipl inary board 
which can oversee and coordinate developments i n  the heal th  insurance sector  
according t o  the  pr inciples  of DUKM. The HOH an t ic ipa tes  es tabl ishing the 
board i n  three  phases: (1) Phase I: formation of a Task Force responsible 
t o  the  Secretary General i n m u i s t r y  of Health. The Task Force w i l l  
design t h e  organizational s t ruc tu re ,  s t a f f i ng ,  i n t e rna l  administration and 
funct ional  operating mechanisms f o r - t h e  board. (2)  Phase 11: formation of 
an i n t e r sec to ra l  coordinating body, by President ia l  Decree, which w i l l  
function as determined i n  Phase I. Membership w i l l  comprise representatives 
from the  MOH, Bappenas (the nat iunal  planning board), other government 
departments, and pr ivate  organizations act ive  i n  heal th  insurance. This 
body w i l l  serve an interim r o l e  a s  provided by the President ia l  Decree i n  
an t ic ipa t ion  of a permanent s t r u c t u r a l  body during Phase 111. (3) - Phase 
111: formation of a permanent Health Insurance Coordinating Board which - 
r e t a i n s  the  multidisciplinary composition of t he  Phase I1 board and which is 
entrusted,  by law, with accredi t ing and cer t i fy ing  heal th  insurance plans. 
The project  w i l l  provide the  technical  ass is tance,  some t ra in ing ,  and other 
l o c a l  cos t s  designed t o  support t he  a c t i v i t i e s  of the  task force  a s  i t  
evolves toward the s tage of becoming a permanent board. 

To help develop the  enabling l eg i s l a t i on  fo r  DUKM, the  project  w i l l  
provide the  MOH with ana ly t i ca l  and technical  ass is tance needed t o  d r a f t  
t h i s  l eg i s l a t i on .  A preliminary concept paper which describes the  
l e g i s l a t i o n  has been submitted t o  t he  MOH. The project  w i l l  support the MOH 
l ega l  team which has been assembled t o  transform the preliminary concept 
paper i n t o  a l e g i s l a t i v e  proposal fo r  submission t o  the  President and 
Parliment. Enactment of t h i s  l eg i s l a t i on  w i l l  be a pre requis i te  fo r  the 
formation of the s t ruc tu ra l  Health Insurance Coordina.ting Board. While i n  
terms of cost ,  these inputs a r e  small i n  the  overa l l  project  budget, they 
represent important measures f o r  developing the  s t ruc tu ra l  changes which 
w i l l  serve t o  st imulate the  pro l i fe ra t ion  of heal th  in.surance i n  Indonesia. 



4.3.2 Huopital Sector Reforms 

me second output of t h i s  p ro jec t  w i l l  be a syetam f o r  lmprwed 
management and fundamental s t r u c t u r a l  reforms i n  gwernment hosp i t a l s  t h a t  
w i l l  r e s u l t  i n  g r ea t e r  operational  e f f i c iency ,  increased coet  recovery and 
l e e s  government subsidy t o  public hosp i ta l s .  Unless reforms a r e  introduced 
i n  the  hosp i t a l  sec tor ,  r i s i ng  hosp i t a l  co s t s  w i l l  continue t o  squeeze the  
GOI1e already compromised a b i l i t y  t o  a l l o c a t e  funds f o r  preventive and 
promotive ch i ld  surv iva l  eervicee. This component of the p ro jec t  w i l l  
i n i t i a t e  t h e  process of iden t i fy ing  ways t o  check t h e  inexorable increase i n  
publ ic  sec tor  a l l oca t i ons  t o  hosp i t a l s  by explor i rg  ways t o  increaee 
e f f i c i enc i e s  and recover a g rea te r  percentage of costs .  The project  w i l l  
a l s o  inves t iga te  the  p r iva te  secto,:'s po t en t i a l  f o r  re l i ev ing  the  gwernment 
of some of i ts  burden t o  p rwide  secondary and t e r t i a r y  care. The Ministry 
of Health w i l l  explore ways t o  improve e f f ic iency  and coet  recovery i n  
pub1j.c hosp i t a l s ,  and an expanded r o l e  f o r  p r iva te  hosp i ta l s ,  a11 with the  
object ive  of reducing the  (201's subsidy f o r  hoepi ta ls ,  a  hallmark of i ts  
proposed Repel i ta  V ( the  f i f t h  f  ive-year na t iona l  development plan) s t r a t egy  
i n  the hosp i t a l  sector.  

A subs t an t i a l  body of evidence e x i s t s  which documents hosp i t a l  
inefficiency, however, the  reasons are l e s s  c lea r .  Several  causes can be 
deduced: over s t a f f i n g ,  absence of appropr ia te  management and information 
systems, and inadequate t ra ining.  lhere may be l e s s  apparent impediments t o  
e f f i c i e n t  performance such a s  r e s t r i c t i v e  regulations,  lack of d iscre t ionary 
budget resources, o r  no e f f ec t i ve  incent ive  s t ructure .  

It i s  c l e a r  t h a t  e f f ec t i ve  remedies f o r  hosp i t a l  ineff ic iency cannot be 
prescribed u n t i l  t h e  causes have been diagnosed. Consequently, t he  project  
w i l l  conduct a thorough diagnosis of h o s p i t a l  operations a s  a precursor t o  
designing any intervent ions .  The subject  of t h i s  diagnosis w i l l  be 
"secondary care  systemsw i n  t h r ee  provinces, each system cons i s t ing  of a 
c l a s s  B h o s p i t a l  a t  the  provincia l  l e v e l ,  a pr iva te  hosp i t a l  a t  t h e  
p r w i n c i a l  l eve l ,  and a c l a s s  C and c l a s s  D hosp i t a l  a t  more per ipheral  
administrat ive l eve l s ,  a l l  of them l inked geographically. The diagnosis 
w i l l  concentrate upon a "secondary ca r e  system" r a the r  than individual  
hosp i t a l s  because of t he  interdependence and r e f e r r a l  l inkages among 
hosp i t a l s  i n  t he  same geographic area. Inef f ic ienc ies  i n  a s i ng l e  hosp i t a l  
may only be apparent when viewed i n  t he  context  of t h a t  hosp i t a l ' s  r o l e  i n  
t he  system. 

Experienced h o s p i t a l  adminis t ra tors  w i l l  be placed a s  
obsenrers/counterparts t o  hosp i t a l  management s t a f f  i n  t he  f a c i l i t i e s  i n  
each of the  th ree  systems f o r  a period s u f f i c i e n t  t o  achieve a genuine 
understanding of t h e  performance and management/administration problems i n  
these  i n s t i t u t i ons .  This diagnosis w i l l  be s imi la r  t o  a hosp i t a l  audi t  
which at a minimum w i l l  focus upon t h e  following fea tures  of hosp i t a l  
operations: 

o t he  h o s p i t a l ' s  organizational  s t r uc tu r e ,  r e spons ib i l i t i e s ,  and 
standard operating procedures. 



a cos t  accounting ana lys i s  which determines t he  r e a l  cos t s  f o r  
providing spec i f i c  services. 

t he  hosp i ta l ' s  po ten t ia l  t o  recover cos t s  based upon an economic 
p ro f i l e  of i t s  c l i e n t  pool. 

s t a f f i n g  pa t te rns  and practices.  

medical and pharmaceutical services  and standards of care. 

support services  such a s  food services ,  maintenance, 
transportation,  l inen ,  e tc .  

hosp i t a l  management systems and managerial capacit ies.  

regulations and po l ic ies ,  both from the  HOH and the  l o c a l  
gwernment, which govern hosp i t a l  operations. 

Following t h i s  in tensive diagnost ic  work, t he  consultant teams, along 
with counterparts  from the  MOH, w i l l  design a program of pragmatic 
i n t e r r en t ions  which apply t o  t he  "secondery care  systemsw being s tudied,  and 
hence may apply t o  both public and pr iva te  hospi ta ls .  'Ihese intervent ions  
w i l l  be aimed both a t  improving e f f ic iency  and increasing cos t  recovery. 
Once a comprehensive packet of in tervent ions  has  been designed, they w i l l  be 
preteoted,  evaluated, and then demonstrated i n  t he  th ree  secondary ca re  
systems which have been chosen a s  in tervent ion a reas  f o r  t h i s  project .  

To da t e  gwernment hosp i t a l s  have enhanced cos t  recwery  by opening 
spec ia l  p r iva te  wings which c a t e r  t o  wealthy c l i e n t e l e  o r  by adjust ing f e e  
s t ruc tu re s  f o r  more a f f l uen t  pat ients .  Prospects f o r  successful  cos t  
r ecwery  i n  gwernment hosp i t a l s  w i l l  be v a s t l y  improved i f  a l a rge  pa r t  of 
t he  demand f o r  services  by these  hosp i t a l s  can be soc i a l l y  financed. Health 
insurance obviates t he  need f o r  s ingle ,  large,  out-of-pocket payments, 
provides wider and more equi table  access t o  services ,  and grea t ly  
f a c i l i t a t e s  the  co l lec t ion  of fees. It is l i k e l y  t h a t  a hospital-baaed 
s o c i a l  financing scheme w i l l  be one intervent ion proposed t o  imprwe cos t  
recwery.  This a c t i v i t y  w i l l  be c losely  coordinated with the  soc i a l  
f inancing component of t h i s  project. 

There is an i n t r i n s i c  interdependence between eff ic iency and cos t  
recwery.  It is  l i k e l y  t h a t  an e f f i c i e n t  hosp i t a l  p rwid ing  a high qua l i ty  
of se rv ice  is a pre requis i te  f o r  g rea te r  cos t  recovery. Increased 
e f f ic iency  is d i f f i c u l t  unless an organizational format ex i s t3  such t h a t  
t he re  is  some incentive f o r  management t o  perform i n  ways which improve 
efficiency.  A motivated management which imprwes eff ic iency and recovers 
more of its cos t s  must have some mechanism t o  benef i t  from the  success of 
i ts  endeavors. 

Recovering more of i ts c o s t s  allows a hosp i t a l  t o  generate g rea te r  
resources which it can re inves t  i n t o  more e f f i c i e n t  and higher qua l i ty  
se rv ices  only i f  it is allowed t o  r e t a i n  its revenues. Current regulations 



do not allow hosp i ta l s  t o  r e t a in  t h e i r  revenues, although t h i s  i e  being done 
by hoepital. administratote i n  Jakarta and Surabaya with a vary favorable 
impact upon hosp i t a l  efficiency.  In  ordez for t h i s  p ro jec t  t o  experiment 
with d i f f e r en t  sfflc ' lency and coat  recovery modalities, t he  hosp i t a l s  which 
have been included within the  study a reas  of t h i s  project  must have 
f l e x i b i l i t y  t o  experiment with d i f f e r en t  f e e  echedulee and r e t a i n  revenues 
generated i n  t h i s  fashion. For t h e  hosp i ta l s  par t i c ipa t ing  i n  t h i e  study an 
exemption w i l l  be obtained from ex ie t ing  f e e  s t ruc tu re s  and regulatione 
which prohibi t  re ta in ing  revenues. In t h i s  way the  project  w i l l  be able  t o  
simulate organizational formats i n  these  hosp i t a l s  such t h a t  appropriate 
incent ive  s t ruc tu re s  which reward e f f ic iency  w i l l  be daveloped. 

The th r ee  demonstration areae w i l l  be evaluated t o  observe whether t he  
e f f i c i enc i e s  and improved cos t  recwery  have resul ted i n  reduced government 
subsidy t o  these hospi ta ls .  %ese finding0 w i l l  be reported through 
appropriate policy channels f o r  consideration of t h e i r  long-term policy 
impact . 
4.3.3 Pharmaceutical Sector Reforms 

The th i rd  output w i l l  be  reforms i n  t he  way pharmaceuticals a r e  
ordered, managed, perscribed, and d i s t r ibu ted ,  which w i l l  r e s u l t  i n  improved 
e f f ic iency  (greater  therapeutic impact f o r  money invested) and more - - 
resources ava i lab le  f o r  e s sen t i a l  drugs which have an impact on chi ld  
survival .  WHO est imates t h a t  reforms i n  t he  pharmaceutical sec tor  i n  
developing countries,  which a r e  centered upon r a t i ona l  prescribing of 
e s s e n t i a l  drugs could save up t o  70% of a country's pharmaceutical budget. 
Preliminary analyses i n  Indonesia ind ica te  that '  subs tan t ia l  operational 
e f f i c i enc i e s  could be effected t o  maximize therapeutic benef i t  of the  
pharmaceutical budget and reduce costs.  Similar t o  t he  hosp i t a l  sector ,  
there  is considerable speculation regarding reasons f o r  i ne f f i c i en t  drug 
use, but l i t t l e  hard evidence upon which successful  in tervent ions  can be 
planned. 

The project  w i l l  seek t o  obtain  t h i s  hard evidence through a focused 
assessment of t he  public pharmaceutical sector.  The assessment w i l l ,  a t  a 
minimum, c w e r  t he  following areas: 

product se lec t ion  and procurement planning a t  t he  provincia l  and 
d i s t r i c t  administrat ive levels .  

s to rage  and d i s t r i bu t ion  a t  the  d i s t r i c t  level, the d i s t r i c t  
hospi ta ls ,  and hea l th  cen te r  levels .  

Prescribing and dispensing pract ices  i n  hosp i t a l s  and hea l th  
centers ,  especial ly  t h e i r  re la t ionsh ip  t o  diagnosis and conformity 
with standard treatment protocols. 

f a c t o r s  Influencing the  prescribing pat te rns  of providers. 

f a c t o r s  influencing community expectations f o r  prescribing drugs a t  
hosp i ta l s  and hea l th  centers.  



I h o  focused aeeeeement w i l l  be daeigned t o  iden t i fy  probleme whlch 
impede e f f i c i e n t  use of the present pharmaceutical budget. POF example, an 
excessive amount of money is being epent f o r  an t ib io t i ce  which does not 
appear on any nat ional  etandard treatment protocols, and on non-eoeential 
drugs euch as vitamins and ant i tueeivea which have l i t t l e  o r  no therapeutic 
benefit .  Conversely, very l i t t l e  is  being spent on vaccines, ORT, Vitamin 
A, and i ron  oupplemente. The reasons f o r  t h i s  dichotomy w i l l  be 
investigated t o  determine whether they r e l a t e  t o  se lect ion,  procurement, 
d i s t r i bu t ion ,  o r  use. 

Based upon these  da ta  the  project  w i l l  formulate and test management, 
t ra in ing  and communicatione intervent ions  t h a t  w i l l  overcome these  probleme 
and lead t o  more r a t i ona l  drug use. For example, i f  research revealo t h a t  
providers a r e  no t  well  informed about MOH standard norms of treatment, a 
newsletter  may be developed t o  communicate with them d i r e c t l y  about ra t iona l  
prescribing. O r  i f  t he  research reveal6 t h a t  overpreecription of 
a n t i b i o t i c s  responds t o  pa t ien t  expectations r a the r  than good medical 
pract ice ,  communications programs might be qeeigned t o  b e t t e r  inform and 
educate t he  public about appropriate pharmaceutical consumption and use 
patterns.  

There is no singlti intervention t h a t  can address the  cons te l la t ion  of 
causes t h a t  a f f e c t  r a t i ona l  drug use. Ihe  project  w i l l  design a range of 
in tervent ions  and t e s t  and evaluate these  on a small scale.  Interventions 
w i l l  include workshops and t r a in iug  packages f o r  physicians, use of modem 
marketing and communications techniques t o  change pa t ien t  expectations, 
improved drug supply management and eo on. lhese  packages w i l l  be 
demonstrated i n  a representative sample of s i x  d i s t r i c t s .  f ie  composition 
and timing of deoonstration packages.wil1 have t o  be care fu l ly  worked out on 
the  bas i s  of experience gained i n  developing and t e s t i n g  t he  various 
packages. 

The packages of in tervent ions  i n  these demonstration areas  w i l l  be 
evaluated t o  determine whether drugs are being more r a t i ona l ly  prescribed, 
whether expenditures f o r  t he  d i f f e r en t  therapeut ic  categories  of drugs have 
been changed t o  r e f l e c t  i n t e rna l  rea l loca t ive  s h i f t s  within the drug budget, 
and whether l a r g e r  expenditures a r e  being made on pharmaceuticals which 
d i r e c t l y  support ch i ld  survival  programs. Results  of the  demonstrations 
w i l l  be presented t o  decision makers through appropriate policy channels f o r  
consideration of t h e i r  long-term policy impact. 

4.3.4 Health Sector Financing and Policy Analysis C a p a c i t ~  

B e r e  is a subs tan t ia l  research, development, and policy emphasis 
i n  t h i s  project  which w i l l  require  oversight,  coordination, monitoring, and 
analysis. The Bureau of Planning has  assembled a Health Sector Financing 
Working group which conducted t he  in-depth analysis  of public and pr iva te  
financing f o r  hea l th  and coordinated a l l  preliminary assessments undertaken 
preparatory t o  t h i s  project. The Faculty of Public Health (FKM/UI) and 
Faculty of Economics (LD/UI) from the  University of Indonesia, t he  



Indonmian Medical Association (IDI), and t h e  Indoneniun Public HeaJ.th 
Association (IAKMI) have a l l  p a r t i c i p e t e d  In  t h l e  working group. 

%a pro jec t  w i l l  bui?+d upon t h e  p r w e n  a n a l y t i c a l  capaci ty  of t h i s  
group t o  h i l o p  o h e a l t h  e c o ~ o m i c s  a n a l y s i s  c a p a c i t y  wi th in  t h e  Bureau of 
Planning, which the  following r a s p o n s i b i l i t i a s :  

o maintain an on-line d a t a  base which can,, on an annual bas i s ,  t rack  
a l l  publ ic  and p r iva te  revenues and expenditures f o r  h e a l t h  by 
source and admin i s t r a t ive  l e v e l ,  geographic a rea ,  type of se rv ice ,  
and type of expenditure. 

o conduct independent s t u d i e s  t o  determine s e r v i c e  u t i l i z a t i o n  l e v e l e  
i n  both t h e  publ ic  and p r i v a t e  s e c t o r s ,  average u n i t  c o s t s  of 
s e r v i c e  outputs ,  and household ].eve! and p a t t e r n  of s e r v i c e  use and 
expenditure. 

o oversee a l l  s t u d i e s ,  assessments, p i l o t  tests, and demonstration 
p r o j e c t s  which have been proposed under t h i s  projec t .  

o analyze t h e  policy impact of a c t i v i t i e s  and demonstratione 
conducted under t h e  projec t .  

o make po l i cy  recommendations based upon d a t a  generated from t h i s  
p r o j e c t  t o  appropr ia t e  persons i n  t h e  MOH, Bappenas, t h e  Ministry 
of Finance, and o t h e r  agencies which make publ ic  pol icy  a s  i t  
r e l a t e s  t o  hea l th .  

Projec t  i n p u t s  w i l l  s t rengthen t h e  Bureau of Planning's present  
a n a l y t i c a l  capacity.  Resources w i l l  be p r w i d e d  t o  t r a i n  personnel i n  d a t a  
c o l l e c t i o n  and a n a l y s i s  techniques,  bc th  on a long- and s h o ~ t - t e r m  bas is .  
Funds w i l l  be made a v a i l a b l e  f o r  primary and secondary d a t a  a n a l y s i s  t o  
collect t h e  information needed to  maintain h e a l t h  f inancing d a t a  bases. 
Technical a s s i s t a n c e  w i l l  be p r w i d e d  t o  t h e  Bureau of Planning t o  a s s i s t  
with d a t a  analyses ,  d a t a  management, and po l i cy  analys is .  

4.4 Projec t  Inputs  

f i e  p r o j e c t  w i l l  have s i x  major i n p u t s  which a r e  descr ibed bfslow: 

4.4.1 Technical Assistance ($5,815,000) 

Because of t h e  na tu re  of t h i s  p r o j e c t  and i ts  emphasis upon 
research ,  development, and pol icy ,  a s u b s t a n t i a l  t e c h n i c a l  a s s i s t a n c e  input  
i o  e s s e n t i a l .  In addi t ion ,  h e a l t h  f inanc ing  is  a r e l a t i v e l y  new emphasis 
a r e a  f o r  t h e  MOH f o r  which experienced and q u a l i f i e d  in-house capac i ty  does 
no t  ye t  e x i s t .  !he e x p e r t i s e  of domestic and i n t e r n a t i o n a l  consu l t an t s  w i l l  
be u t i l i z e d  t o  assist t h e  NOH t o  c l a r i f y  and d e f i n e  problem a r e a s ,  i d e n t i f y  
and test in te rven t ions  which result i n  t h e  changes proposed under t h i s  
p ro jec t ,  demonstrate and eva lua te  t h e s e  in te rven t ions  i n  l a r g e  geographical  
a reas ,  and analyze t h e  pol icy  impl ica t ions  of t h e  r e s u l t s .  



The project  w i l l  p r w i d e  four long-term in te rna t iona l  advisors f o r  a 
t o t a l  of 16 person yearn, and four-long term domestic advisors f o r  a t o t a l  
of 19 person yeare. An expa t r ia te  Project  Technical Coordinator w i l l  be 
aeeigned t o  the  project ' s  Central Secre ta r ia t  t o  a s s i s t  the  MOH Project 
Director t o  oversee a l l  aspects of t h i s  project .  A long-term expa t r ia te  and 
domestic advisor, functioning a s  a team, w i l l  be aee imed t o  both the  
hosp i t a l  and eoc ia l  financing components of the  project .  An expa t r ia te  long 
term advisor and two domestic long-term advisors w i l l  be aarligned t o  t he  
pharmaceutical management component of the  project .  

The project  w i l l  a100 p rwide  135 person months of short-term domestic 
technical  ass is tance,  and 66 pereon month6 of shor t  term in te rna t iona l  
technical  assistance.  The short-term technical  ass i s tance  w i l l  support t he  
a c t i v i t i e s  of t he  long-term advisors, expa t r ia te  and domestic, by providing 
specia l ized exper t ise  i n  t echnica l  a reas  r e l a t ed  t o  s o c i a l  financing, 
hosp i t a l  management, cos t  recovery, pharmaceutical supply management, and 
hea l th  sec tor  financing s t a t i s t i c s  and da ta  management. 

me project  w i l l  p r w i d e  t h e  funds necessary t o  conduct a l l  
analyses, f i e l d  t e s t s ,  demonstrations and evaluations required t o  achieve 
s t a t e d  outputs. This w i l l  include: 

a l l  ana ly t i ca l  work needed t o  design, t e s t ,  and demonstrate new 
approaches under consideration f o r  ASKES, PKTK, and Dana Sehat. 

f e a s i b i l i t y  s tud ies  and business plans needed t o  develop new hea l th  
insurance schemes. 

development a c t i v i t i e s  of t he  Health Insurance Coordinating Board 
and enabling l eg i s l a t i on  f o r  DUKM. 

l o c a l  support f o r  t he  diagnostic phase i n  hospi ta ls .  

design, t e s t i ng ,  and demonstration of in tervent ions  i n  t he  h o s p i t a l  
sector.  

an inventory of non-govarnment hea l th  organization, and analyses of 
how the  MOH can improve i ts  a b i l i t y  t o  achieve na t iona l  hea l th  
goals through these  organizations. 

s t a r t - u p  cos t s  necessary t o  demonstrate o r  i n i t i a t e  a hea l th  
insurance scheme associated with a r u r a l  cooperative o r  enterprise.  

focused assessments of pharmaceutical management system. 

design, t e s t i ng ,  and demonstration of in tervent ions  i n  
pharmaceutical supply management. 



eupport costa f o r  da ta  co l lec t ion ,  management, and analysie by the  
hea l th  aconomics policy un i t  i n  t he  Bureau of Planning, MOH. 

coete f o r  t ra in ing  when it i e  an i n t eg ra l  component of an 
intervention designed through t h i s  project. 

workehop cos t s  which support t he  analysis ,  design, t es t ing ,  and 
demonstration of in tervent ions  through t h i s  project .  

Trainin& ($1,555,000) 

The a c t i v i t i e s  i n  t h i e  project  w i l l ,  i n  many cases,  require  s k i l l s  
and exper t i se  t ha t  a r e  s t i l l  under development i n  Indonesia. ahe t ra in ing  
input w i l l  prepare perscnnel with t he  s k i l l s  i n  eoc i a l  financing, hosp i ta l  
manqgement , pharmacoutlcal supply management, information management, and 
marketing t h a t  t h i s  p to jec t  w i l l  require. The following t r a in ing  inputs a r e  
expected under the  project: 

Long-term training.  This w i l l  be done both overseas and i n  Indonesia. 
Two pereons w i l l  receive masters degrees i n  hosp i t a l  administration 
overseas t o  support a c t i v i t i e s  i n  t he  hosp i t a l  sector.  In order t o  
develop the  Bureau of Planning'e capacity i n  hea l th  economics policy 
and analysis ,  two Masters degree fellowshipe w i l l  be provided i n  the  
U.S. and three  masters degree fellowships i n  Indonesia. 

Short-term t r a i n i s .  Ae organized courses of study e x i s t  f o r  only very 
few of t he  s k i l i s  needed f o r  t h i s  project ,  there  w i l l  be a g rea te r  
emphasis on short-term t ra ining.  Funds from t h i s  project  w i l l  support 
two types of a c t i v i t i e s :  

o overseas training: par t i c ipan ts  w i l l  a t tend organized courses o r  
work externships. 3he work externship w i l l  place par t ic ipan ts  into 
ac tua l  work s i t u a t i o n s  i n  hea l th  insurance plans, hea l th  
maintenance organizations,  insurance accred i ta t ion  bodies, o r  
hosp i t a l s  f o r  071-the-job training.  

o in-country trafning: where su f f i c i en t  need e x i s t s ,  the  project  
w i l l  organize apecial  in-country t ra in ing  programs t o  support 
elements of t h i s  project .  ,B program of project  support t ra in ing  
w i l l  be orgatlized f o r  t he  pharmaceutical supply management 
component t o  create a core  @mup of s t a f f  from the d i f f e r en t  
bvo lved  Direcurates who car work productively wer the  l i f e  of 
t he  project .  lhe  t r a in ing  program w i l l  focus upon operations 
research and computer s k i l l s  f o r  pharmaceutical management. A 
s imi la r  project  support t ra in ing  program w i l l  be developed t o  t r a i n  
ASKES personnel i n  information management and claims processicg 
techniques f o r  hea l th  insurance plans. 



(3) Study tours. Many of t he  a c t i v i t i e e  proposed i n  t h i e  project  a r e  
already being done i n  other  se t t ings .  Funde w i l l  be p rwided  f o r  study 
toure which obeeme heal th  ineurance coordinating bodies and t h e i r  
l e g a l  baeis,  hosp i ta l  management, pharmaceutical management, heal th  
insurance, and hea l th  policy ana lys i s  capacity. 

4.4.4 Commodities ($860,000) 

Funds w i l l  be avai lable  f o r  computere t o  support t he  information 
management needs of t h i s  project  and o f f i c e  equipment f o r  administration. 
Given the  research and development nature  of t h i s  project ,  there  must be a 
strong da ta  analyeia and information management component t o  t h i s  project. 
Computers w i l l  be needed a t  a l l  hosp i t a l s  included i n  t he  th ree  study s i t e e ;  
f o r  t h e  d i s t r i c t s  where demonstrations i n  pharmaceutical management w i l l  be 
conducted; f o r  ASKES, PKTK and the  Health Insurance Coordinating Board; and 
f o r  t he  Bureau of Planning Health Financing and Policy Analyeis Unit. 
Office equipment consis t ing of a computer, typewriter, photocopy machines, 
and anc i l l a ry  o f f i c e  eqtiipment w i l l  be prwided t o  t he  Project  Management 
Unit (PMU) and the  th ree  Project  Implementation Offices (PIO) t h a t  w i l l  
oversee the  s o c i a l  financing, hosp i t a l ,  and pharmaceutical components of 
t h i s  project. 

4.4.5 Local Costs: ($1,550,000) 

Funds w i l l  be ava i lab le  f o r  s a l a r i e s ,  t rave l ,  communications, and 
supervision cos t s  f o r  t h e  cen t r a l  Project  Management Unit and the  three  
Project  Implementation Offices. A l l  personnel receiving s a l a r i e s  w i l l  aver 
t he  l i f e  of the  project  be f u l l  time pro jec t  s t a f f .  The cen t r a l  PMU w i l l  
have a d i rec tor ,  two a s s i s t an t  d i rec tors ,  a financi'al o f f i c e r  and two 
secretar ies .  Each PI0 w i l l  have a d i r ec to r  and two adminis t ra t ive  s t a f f .  
The project  w i l l  have yearly seminar8 t o  present da ta  generated through t h i s  
project .  These seminars w i l l  provide a channel f o r  disseminating 
information t o  decision makers i n  t he  MOH and other gwernment agencies. 

Annual implementation workshops w i l l  a l s o  be held t o  plan a c t i v i t i e s  f o r  
each year. 

5. RELATIONSHIP TO AID AND G O 1  POLICY AND OTHW DONOR PROGRAMS 

5.1 GO1 Policy and P r i o r i t i e s  

The National Health System (SKN), which is  the  cons t i tu t iona l  bas i s  fo r  
a l l  hea l th  a c t i v i t i e s ,  recognizes t h a t  gwernment alone cannot meeS 
the  t o t a l  heal th  needs of the  Indonesian population. In the  delivery and 
financing of hea l th  services ,  the  SKN c l e a r l y  i d e n t i f i e s  t he  pr iva te  sec tor  
a s  an important par t i c ipan t  i n  t he  e f f o r t  t o  achieve na t iona l  hea l th  goals. 
In more recent  policy pronouncements, t h e  MOH has declared t he  importance of 
mobilizing resources f o r  hea l th  and focusing the  use of gwernmeat resources 
on t he  most c r i t i c a l  goals of reducing in fan t  and ch i ld  mortality. 



Throughout the development of t h i s  project ,  it has been c l ea r  tha t  the MOH, 
p a r t i cu l a r l y  senior  policy makers, a r e  committed t o  the  pr inciples  embodied 
i n  t h i s  project. 

A graphic example of the G O I 1 s  commitment t o  pol!cy reform, which 
supports the pr inciples  of t h i s  project ,  was the  MOH1s recent decision t o  . 
fund a l l  vaccines from t h e  InPree budget r a the r  than the  cen t r a l  development 
budget (APBN-DIP). A s  s t a t ed  $u Section 3.2 of t h i s  paper, it is t h i s  
budget which has been cut  most d r a s t i c a l l y  s ince  1985/86. Because vaccines . 
and other chi ld  survival  pharnaceuticals are funded from the  APBN-DIP, the 
MOH's a b i l i t y  t o  purchase them has been severely compromised. The InPres 
budget, from which most non-child surv iva l  pharmaceuticala a r e  purchased, 
fared much be t te r .  Wlth the MOH's recent decision t o  s h i f t  vaccine 
procurement t o  the InPres budget, i t  w i l l  s implify resource rea l loca t ion  
s h i f t s  from a n t i b i o t i c s ,  vitamins and an t i tuss ives  t o  vaccines and ORT, 
elnce a l l  procurement w i l l  now o r ig ina t e  from the  same budget source. 

The l a t e r  s tages  of project  development have coincided with the  
planning a c t i v i t i e s  f o r  the next five-year National Development Plan 
(Repeli ta V ) .  I n  order t o  ensure t h a t  the  d e t a i l s  of t h i s  project  t r u l y  
r e f l e c t  the policy in tent ions  and fu ture  program direct ions  of the MOH, 
USAID and MOH s t a f f  s e t  up working groups t o  develop vartous elements of the 
project .  Issues  were debated, plans and ideas  drawn up, feedback s o l i c i t e d  
from policy makers, and f i n a l l y ,  spec i f i c  elements negotiated over a 
three-month period a f t e r  the PID was made f i n a l .  This highly i t e r a t i v e  and 
col laborat ive  p ro jec t  development process resu l ted  i n  confidence on both 
s ides  t h a t  goals and project  object ives  were shared, which is of c r i t i c a l  
importance i n  a p ro jec t  of t h i s  nature.  The MOH has made it c l ea r  t h a t  they 
intend t o  use t h i s  p ro jec t  a s  a means f o r  accomplishing spec i f i c  objectives 
during Repel i ta  V, which begins i n  1989. A t  t h i s  juncture it appears highly 
l i k e l y  t ha t  the  plan w i l l  r e f e r  t o  the  MOH's determination t o  have public 
hosp i ta l s  function with less G O 1  subsidy through increased cos t  recovery, 
primarily through s o c i a l  financing. The plan w i l l  most l i k e l y  explain the  
pr inciples  of DUKM and the  government's de s i r e  t o  use heal th  insurance a s  a 
means f o r  making hea l th  care more affordable and more access ible  f o r  greater  
numbers of people. And f i n a l l y ,  the MOH w i l l  be s e t t i n g  f o r t h  plans 
out l in ing how i t  w i l l  continue i ts a l l oca t i ve  trend i n  favor of programs 
that reduce i n f an t  and ch i ld  mortal i ty.  

The National Development Planning Board (Bappenas) was brought i n t o  the  
project  development process ea r ly ,  and has been supportive of both its 
content and d i rec t ion .  Bappenas recognizes t h a t  po l ic ies  within the  MOH and 
other min is t r i es ,  Finance and Home Affai rs  i n  par t i cu la r ,  hamper more 
r a t i ona l  resource a l loca t ion .  It has a l so  been vocal i n  support of budget 
and policy reform, espec ia l ly  i n  the  hosp i t a l  and pharmaceutical sectors .  
The MOH and Bappenas view t h i s  p ro jec t  a e  t he  first phase i n  t h e i r  e f f o r t s  
t o  reform r e s t r i c t i v e  po l ic ies  t h a t  impede hosp i ta l  ef f ic iency,  cos t  
recovery, f e e  re ten t ion ,  and r a t i ona l  se lec t ion ,  procurement, d i s t r i bu t i on  
and use of pharmaceuticals. They a r e  using the  Health Sector Financing 
Project  and the upcoming (1989) World Bank project  complementarily t o  
achieve the  desired policy reform. The HSF Project  w i l l  be used f o r  the  



up-front ana ly t i ca l  work needed t o  iden t i fy  problems snd design 
interventions.  Both projects  w i l l  demonstrate in tervent ions  designed i n  the  
HSF project  i n  l a rge  geographical areas.  Bappenas has  already obtained 
agreement from the Miniotries of Finance and Home Affairs  t o  re lax  ex is t ing  
regulat ions  and grant exemptions t o  es tabl ished procedure8 i n  t he  provinces 
where t he  large-scale demonstrations funded by the  HSF Project  and the  World 
Bank pro jec t s  w i l l  be conducted, s o  t h a t  in tervent ions  requir ing policy 
change can be demonstrated i n  a r e a l  se t t ing .  Bappenae involvement and 
s t rong  support f o r  t h i s  project  provide an addi t iona l  guarantee t h a t  
f indings  from the  HSF Project  w i l l  reach the  appropriate policy makers i n  
t he  MOH and other  min is t r ies ,  and t h a t  t he  policy implications w i l l  be 
considered i n  t he  appropriate G O 1  forum. 

While the  resources represented by t h i s  project  a r e  qu i te  small, t he  
object ives  of the  project  address what t he  MOH considers t o  be t he  p r i o r i t y  
problems facing the  sec tor  during t he  next  decade. !he Ministry of Health 
and other  relevant G O 1  agencies a r e  unusually progressive i n  t h e i r  
wi l l ingness  t o  t ack le  these  complex hea l th  sec tor  f inancing issues  head-on 
and make the  d i f f i c u l t  policy and budgetary a l loca t ion  decisions t o  ensure 
t h e  wise use of scarce  resources. 

5.2 A I D  Policv and USAID's CDSS 

While AID'S hea l th  policy emphasizes ch i ld  surv iva l  a s  the  primary 
focus f o r  its hea l th  programs, both t he  A I D  hea l th  policy and et ra tegy 
documents emphasize t he  importance of developing and supporting programs 
which a r e  sustainable.  Ihe i s sue  of su s t a inab i l i t y  i n  ch i ld  survival  
programs i s  c ruc i a l  because progress made i n  improving r a t e s  of chi ld  
surv iva l  w i l l  not  be maintained unless programs can become in s t i t u t i ona l i zed  
and r e l i a b l e  methods found f o r  supporting the  recurrent  cos t s  of such 
programs. The 1986 Health Sector Policy Paper places pa r t i cu l a r  emphasis on 
"improved a l loca t ion  of resources, cos t  containment and organization i n  t he  
s ec to r  t o  ensure sustained l e v e l s  of recurrent  f inancing of ch i ld  survival  
~ e r v i c e s " ,  

In the  USAID d r a f t  CDSS f o r  1989-1993, increasing employment and 
incomes is the  overa l l  goal. Within t h a t  goal,  USAID recognizes t he  
importance of .Lnves'cmeuts iu improving the qual i ty  of Indonesiavs human 
c a p i t a l ,  including hea l th  s t a t u s ,  given the  experience of neighboring 
countries,  I n  the  new hea l th  sec tor  s t ra tegy ,  ch i ld  survival  w i l l  be a key 
objective. However, ins tead of so l e ly  continuing t o  fund ch i ld  survival  
programs d i r e c t l y  a s  t he  Mission has  been doing i n  t he  past ,  t he  new 
e t ra tegy  recognizes &he c r i t i c a l  i s sue  of t he  f i nanc i a l  su s t a inab i l i t y  of 
ch i ld  survival  programs. Furthermore, t he  s t ra tegy  states tha t  addi t ional  
investments tu chi ld  surv iva l  programs w i l l  not have subs tan t ia l ,  long-term 
development impact unless the  sus t a inab i l i t y  i s sue  is addressed f i r s t .  Tne 
Health Sector Financing Project begins t he  new Mission hea l th  s t ra tegy  t o  
develop hea l th  financing po l i c i e s  t h a t  favor a strong pr iva te  sec tor  r o l e  
and the  real locat ion of budgetary resources i n  favor of ch i ld  survival .  



Other Donor hsaistance 

Two other  donors a r e  current ly  ac t i ve  i n  supporting a c t i v i t i e e  re la ted  
t o  t h i s  project .  The World Health Organization has prwided funding f o r  
heal th  care  cos t  and u t i l i z a t i o n  s tud i e s  a s  well  a s  some technical  
ass is tance f o r  the  studies.  The World Bank, however, has been a prime mover 
behind e f f o r t s  t o  obtain hard da ta  on hea l th  expenditures i n  Indonesia. 
f ie  Bank has  a l so  been very a c t i v e  i n  encouraging the  expansion of heal th  
insurance and improved cos t  recovery i n  hospitals .  USAID has provided World 
Bank representat ives  with copies of much of t he  ana ly t i ca l  work the  Mbd and 
USAID have undertaken f o r  t h i s  p ro jec t  and prwided periodic updates on 
plans and progress. 

A s  s t a t ed  i n  Section 5.1, t he  World Bank has a policy reform project  
scheduled f o r  commencement i n  19.89. In t he  area  of hea l th  financing the  
project  w i l l  look a t  operational and policy issues  which a f f e c t  recurrent 
cos t  financing of p r w i n c i a l h o s p i t a l s ,  and w i l l  be implemented i n  two 
provinces East Kalimantan and West Nusa Tenggara. f i e  project  invest igators  
have begun preliminary analyses of h o s p i t a l  expenditures and revenues. 
However, t he  project  does not  have t he  mandate t o  adequately analyze and 
assess  eff ic iency and cos t  recovery i s sues  t o  design po t en t i a l  
interventions,  but does have resources t o  t e s t  in tervent ions  on a province 
wide basis.  For t h i s  reason Bappenas and the  MOH have planned the  IBRD and 
the  HSF project  i n  tandem t o  address policy reform i ssues  i n  the  heal th  
sector.  The HSF Project w i l l  be used by the  G O 1  t o  do t he  research and 
developmental work f o r  policy reform i n  hosp i ta l s ,  pharmaceuticals, and 
hea l th  insurance. Both the  World Bank project  and the  HSP Project w i l l  
p r w i d e  f i e l d  laborator ies  t o  demonstrate interventions on a wide scale. 
While the  HSF Project  focuses on hosp i t a l s ,  pharmaceuticals, and hea l th  
insurance, the  IBRD project  w i l l  look a t  policy reform i n  manpower, 
t ra in ing ,  and information management a s  well. Bank representat ives  have 
been in te res ted  i n  and supportive of the a c t i v i t i e s  proposed f o r  the  project  
and agree w i t h  the importance of shar ing information and col laborat ing on 
spec i f ic  a c t i v i t i e s  a s  t h e i r  plans f o r  1989 a r e  fu r the r  defined. 

6. SUMMARY OF PROJECT ANALYSES 

6.1 Technical Analysis 

Ihe  f u l l  technical  ana lys i s  found i n  Annex P presents the  technical  
f e a s i b i l i t y  i s sues  which were analyzed during the  design of the project  and 
p rwides  more information on the  background s tud ies  which were used t o  
construct  the  components of t he  project  i t s e l f .  It a l so  explains the  
inter-re la t ionship among the  major project  components and the  ra t iona le  f o r  
se lec t ing  the  kinds of "s t ructural"  interventions which a r e  so  cen t r a l  t o  
t he  design of the  project. 

In summary, t he  key f indings of t he  f u l l  technical  ana lys i s  are: (1) 
Ihe baseline s i t ua t i on  with respect  t o  soc i a l  f inancing in Indonesia 
demonstrates t ha t  a rapid growth i n  hea l th  insurance is possible  i f  the  



government can develop i ts a b i l i t y  t o  encourage and guide such growth and i f  
funds a r c  ava i lob le  t o  undertake t h e  f e a s i b i l i t y  s t u d i e s  and provide the  
t echn ica l  a s s i s t a n c e  necessary t o  s t i m u l a t e  the  p r iva te  sec tor .  In  the  long 
run, it is a n t i c i p a t e d  t h a t  growth i n  pre-paid  h e a l t h  insurance,  e s p e c i a l l y  
i n  the  p r i v a t e  s e c t o r ,  w i l l  he lp  dramat ica l ly  l e s sen  the  investment t h e  G O 1  
must make i n  providing subsidized personal  h e a l t h  s e r v i c e s  and a l low t h e  MOH 
t o  focus its sca rce  resources on c h i l d  s u r v i v a l  programs. ( 2 )  Analyses of 
t h e  country 's  h o s p i t a l  system have l e d  e x p e r t s  t o  conclude t h a t  c e r t a i n  
important s t r u c t u r a l  reforms a r e  necessary i n  o rde r  t o  inc rease  e f f i c i e n c y  
and improve c o s t  recovery i n  pub l i c  h o s p i t a l s .  The G O 1  would l i k e  t o  f i n d  a 
way t o  decrease  t h e  publ ic  subsidy f o r  h o s p i t a l s  i n  order  t o  f r e e  up 
resources  f o r  c h i l d  su rv iva l .  Ihe  p r o j e c t  o f f e r s  an exce l l en t  opportunity 
f o r  t h e  G O 1  t o  p i l o t  test new p o l i c i e s  which seek t o  make h o s p i t a l s  more 
s e l f - s u f f i c i e n t .  (3) Pharmaceuticals consume a l a r g e  por t ion  of t h e  MOH 
budget each year  and y e t  expenditures a r e  f a r  from cos t -ef fec t ive .  Modest 
changes i n  pub l i c  s e c t o r  drug procurement and management p r a c t i c e s  could 
r e d i r e c t  s u b s t a n t i a l  resources toward drugs such a s  vaccines  and ORT which 
have an impact on c h i l d  survival .  (4)  Ihe  p r o j e c t  components a r e  i n t e g r a l l y  
l inked  and cannot be undertaken i n  i s o l a t i o n .  The component devoted t o  
bui ld ing t h e  h e a l t h  f inancing and po l i cy  a n a l y s i s  capac i ty  of t h e  MOH is t h e  
g l u e  which holds  t h e  o t h e r  t h r e e  components together  i n  terme of n a t i o n a l  
policy.  Ihe development of MOH capac i ty  t o  do t h i s  kind of a n a l y s i s  w i l l  
a l s o  h e l p  it compete more e f f e c t i v e l y  f o r  increased sha res  of t h e  n a t i o n a l  
development budget. 

In conclusion, while t h e  p r o j e c t  may be one involving s l i g h t l y  h igher  
r i s k  than more t r a d i t i o n a l  p r o j e c t s ,  t h e  p o t e n t i a l  impact on t h e  n a t i o n ' s  
h e a l t h  system i s  such t h a t  t h e  r i s k  is  w e l l  worth t h e  investment. P ro jec t  
design was preceeded by two yea r s  of prepara tory  s t u d i e s  and ana lyses  which 
have l a i d  a s o l i d  foundation f o r  p r o j e c t  a c t i v i t i e s ,  both t e c h n i c a l l y  and 
from t h e  pol icy  perspective.  

6.2 Financia l  Analvsis  

The f i n a n c i a l  a n a l y s i s  (Annex G) documents t h e  budget crisis i n  t h e  
h e a l t h  s e c t o r  s i n c e  198211983 and q u a n t i f i e s  i ts  impact upon pub l i c  
resources a v a i l a b i l i t y  ?or c h i l d  survival .  The a n a l y s i s  a l s o  p r o j e c t s  t h e  
annual s h o r t f a l l  i n  c h i l d  s u r v i v a l  funding, and es t imates  t h e  ex ten t  t o  
which e i t h e r  r e a l l o c a t i o n s  can be made from t h e  h o s p i t a l  and pharmaceutical 
budget t o  c h i l d  s u r v i v a l  o r  a d d i t i o n a l  funds can be r a i s e d  from 
non-government sources through s o c i a l  f inancing t o  augment t h e  c h i l d  
s u r v i v a l  budget. 

Following b r i s k  growth during t h e  19708, Indonesia's economic growth 
h a s  slowed t o  2-3% dur ing t h e  1980s. In  r e a l  terms, t o t a l  c e n t r a l  
government expenditures have s tagnated  dur ing t h e  period,  dec l in ing  
s u b s t a n t i a l l y  i n  1986187 fol lowing t h e  f a l l  i n  o i l  prices.  Tota l  nominal 
expenditures on h e a l t h  have r i s e n  marginally during t h i s  time, but  have 
f a l l e n  from 2.7% of GNP i n  1982 t o  2.2% of GNP i n  1986. Current d a t a  
suggest t h a t  Indonesia spends much l e s s  on h e a l t h  c a r e  a s  a percent  of GNP 
than any country i n  South East Asia ( see  Attachment I, Annex G). Indonesia 



spende about $8.88 per  c a p i t a  on hea l th  annually.  O f  t h i s  amount, 63.7% was 
funded through p r i v a t e  eources,  and 36.3% through t h e  pub l i c  eec tor .  The 
G O 1  spends about $3.22 per c a p i t a  on hea l th  per year ,  o r  about -68% of GNP. 
The ana lys i s  concludes t h a t  Indonesia a s  a  whole spende r e l a t i v e l y  l i t t l e  on 
h e a l t h ,  with government expenditures being p a r t i c u l a r l y  lean.  

The d i s t r i b u t i o n  of publ ic  s e c t o r  h e a l t h  expenditureu among 
admin i s t r a t ive  l eve le  r evea l s  t h a t  c e n t r a l  expenditures account f o r  70% of 
a l l  spending, wi th  t h e  p rov inc ia l  and d i s t r i c t  gwernments con t r ibu t ing  t h e  
remainder, mainly f o r  r o u t i n e  expenditures.  Centra l  h e a l t h  expenditures,  
cons i s t ing  of the  development budget, rou t ine  budget and s p e c i a l  
p r e s i d e n t i a l  account,  dec l iced  by 33% over t h e  i n t e r v a l  1982183 - 1986187, 
wi th  a s i z a b l e  por t ion  of the  dec l ine  occurring i n  the  most recent  year when 
expenditures i n  r e a l  terms decl ined by 19% from l e v e l s  i n  1985186. The 
development budget, which provides the  l a r g e s t  source of d i sc re t ionary  
h e a l t h  spending and which se rves  a s  a major source f o r  both c a p i t a l  and 
recur ren t  spending f o r  c h i l d  s u r v i v a l ,  decl ined by 62% i n  r e a l  terms over 
t h e  e n t i r e  period,  and s u f f e r e d  a dec l ine  of n e a r l y  50% i n  r e a l  terms 
between 1985/86 and 1986187. 

P r i c e  adjusted c e n t r a l  government h e a l t h  expenditures by type of 
program between 1982183 and 1986187 revea l  a  modest dec l ine  i n  t o t a l  
h o s p i t a l  expenditures accompanied by a s u b s t a n t i a l  s h i f t  away from 
cen t ra l - l eve l  expenditures t o  t h e  p rov inc ia l  and d i s t r i c t  l e v e l s .  This 
a n a l y s i s  a s s e r t s  t h a t  the re  i s  less t o  squeeze out  of the  c e n t r a l  h o s p i t a l  
budgets than o r i g i n a l l y  envisioned; however, p rov inc ia l  and d i s t r i c t  
h o s p i t a l  budgets o f f e r  oppor tun i t i e s  f o r  savings. Spending on c h i l d  
s u r v i v a l  i n  constant  p r i c e s  has  decl ined by 20% over t h i s  i n t e r v a l .  A s  a  
percentage of government spending, c h i l d  s u r v i v a l  has  decl ined from 13.5% t o  
11.1%, a r e l a t i v e  percentage decrease of 18% during t h e  period s tudied .  

The f i n a n c i a l  a n a l y s i s  es t imates  t h a t  a  35% i nc rease  i n  r e a l  c h i l d  
s u r v i v a l  spending w i l l  be needed during t h e  seven-year l i f e  of the  p ro jec t  
t o  reach ch i ld  su rv iva l  coverage t a r g e t s  s e t  by t h e  GO1 f o r  1994195. This  
w i l l  r equ i re  revenue enhancement of the  c h i l d  s u r v i v a l  budget by Rp. 55 
b i l l i o n  per year. The a n a l y s i s  p ro jec t s  t h a t  a s  a r e s u l t  in t e rven t ions  
introduced through t h e  p ro jec t ,  ex t ra  funding f o r  c h i l d  su rv iva l  w i l l  
o r i g i n a t e  from: 

o 16-24 b i l l i o n  Rupiah per  year  as a r e s u l t  of increased e f f i c i e n c y  
and cos t  recovery f o r  h o s p i t a l  se rv ices ;  

o 2-4 b i l l i o n  Rupiah per  year a s  a  r e s u l t  of g r e a t e r  e f f i c i e n c y  i n  
Crug procurement, d i s t r i b u t i o n ,  and use,  and; 

o 22-49 b i l l i o n  Rupiah per year a s  a  r e s u l t  of s o c i a l  f inancing of 
the  demand f o r  h e a l t h  care. 



6.3 Economic Analysis 

Because t h e  Health Sector  Financing Projec t  is not  a  t y p i c a l  d i r e c t  
"performance" in te rven t ion  p ro jec t  but ins t ead  involves " s t ruc tu ra l "  changes 
which w i l l  e f f e c t  e f f i c i e n c y  and resource  flow8 wi th in  t h e  h e a l t h  ca re  
system, t h e  usual  human-capital type c o s t l h e n e f i t  o r  c o s t  e f f e c t i v e  annlysee 
a r e  not  a s  d i r e c t l y  appl icable .  f i e  o the r  unique f e a t u r e  of t h i s  p ro jec t  i s  
t h a t  t h e r e  are two l e v e l s  of b e n e f i t s  which must be considered i n  analyzing 
c o s t s  and p o t e n t i a l  benef i t s .  A t  t h e  most important l e v e l ,  p r o j e c t  
designer8 looked a t  the  cos t -benef i t  impl ica t ions  of choosing a s t r u c t u r a l  
in t e rven t ion  type of p ro jec t  and evaluated t h e  cos t -benef i t  of t h e  s t r a t e g y  
which aims t o  inc rease  government spending f o r  c h i l d  s u r v i v a l  programo. 'Ihe 
second l e v e l  a n a l y s i s  examines t h e  broader impact of t h e  p r o j e c t ,  i.e., its 
impl ica t ions  f o r  t h e  longer-run b e n e f i t s  on t h e  n a t i o n ' s  h e a l t h  s e r v i c e s  
s e c t o r  i n  r e l a t i o n  t o  t h e  p r o j e c t  investment. Tne fol lowing paragraphs 
provide a b r i e f  summary of t h e  f i n d i n g s  of each of these  analyses. Annex H 
p resen t s  t h e  economic ana lys i s ,  inc luding t h e  r a t i o n a l e  f o r  t h e  kind of 
tests app l i ed  and t h e  aseumptions made. 

The f i r s t  round a n a l y s i s  examines t h e  cost-benefi t  impl ica t ions  of 
r e a l l o c a t i n g  resources  i n  favor  of c h i l d  s u r v i v a l  programs. It examines t h e  
a d d i t i o n a l  investment t o  c h i l d  s u r v i v a l  from t h e  perspect ive  of deaths  
ave r t ed ,  us ing  t h e  immunization program (EPI)  a s  an example because of the  
a v a i l a b i l i t y  of r e l i a b l e  d a t a  on t h i s  program's coverage and impact. Taking 
i n t o  cons ide ra t ion  t h e  c o s t  and performance of t h e  E P I  program, t h e  
c a l c u l a t i o n  reveala  an equivalent  b e n e f i t  va lue  of $0.45 per year  f o r  each 
death  ave r t ed  from childhood d i sease .  An i n t e r n a l  r a t e  of r e t u r n  ( IRR)  
c a l c u l a t i o n  produced a 97.5% IRR i f  t h e  p r o j e c t  is f u l l y  success fu l  i n  t h e  
resource  r e a l l o c a t i o n  l e v e l s  p ro jec ted  i n  t h e  f i n a n c i a l  a n a l y s i e  and a 582 
IRR i f  t h e  success r a t e  is  only 50%. An a l t e r n a t i v e  a n a l y s i s  was a l s o  done 
t o  s imula te  c l i e n t s ,  w i l l ingness  t o  pay should 100% of t h e  program c o s t s  be 
borne p r i v a t e l y ,  a s  a proxy measure of cost-worthiness. Again, based on 
average incomes, t h e  gross burden would amount t o  about 0.62% o r  l e s s  of 
annual household income. By any of t h e s e  ca lcu la t ions ,  t h e  p r o j e c t  is 
judged t o  be w e l l  worth t h e  investment. 

In t h e  second round a n a l y s i s  of t h e  c o s t s  and expected b e n e f i t s ,  
s i m i l a r  cos t -wor th iness  t e s t s  were app l i ed  t o  t h e  h o s p i t a l  and s o c i a l  
f inancing components t o  eauge t h e  broader b e n e f i t s  f o r  t h e  population groups 
a f f e c t e d  by p r o j e c t  a c t i v i t i e s .  For t h e  h o s p i t a l  component, t h e  n e t  present  
v a l u e  (NPV) ca lcu la t ion  was about Rp. 55.0 b i l l i o n  with a l a r g e  IRR of about 
88.7%, o r  i f  extremely conservat ive  assumptions a r e  made about t h e  n e t  
savings i n  t h e  h o s p i t a l  s e c t o r ,  an IRR of about 66%. For t h e  s o c i a l  
f inanc ing  component it i s  more d i f f i c u l t  t o  produce abso lu te  f i g u r e s ;  
however, t h e  cost-worthiness of each insurance scheme w i l l  undergo t h e  l e a s t  
t h e o r e t i c a l  and most p r a c t i c a l  test i n  i ts  at tempt t o  a t t r a c t  and maintain 
members who must decide on an ind iv idua l  b a s i s  whether t h e  c o s t s  a r e  worth 
t h e  benef i t s .  



6.4 Administrative Analysis 

f i e  adminietrativa analyeir is incorporated i d to  t he  Implementstion 
Plan, Bection 7.1 Adminlstrativs Arrangements and Analyeime That eect ioa  
discusses the  administrat ive mechaniems which have been chosen, t h e i r  
f e a e i b i l i t y ,  and the  administrat ive capabi l i ty  of the  s t r u c t u r a l  and 
functional un i t s  which w i l l  manage the  project .  

6.5 Social  Soundness Anal.ysis 

The f indings  of t he  eoc ia l  eoundnese analgeie ( h n e x  I) are only 
eummarized i n  t h i s  section.  In Annex I, t h e  project  benef ic ia r ies  a r e  
described, soc i a l  f e a s i b i l i t y  i s sues  a r e  discussed, the  l ikelihood of 
project  innwat ions  spreading a r e  considered, and the  s o c i a l  impact 
ant ic ipated.  

The primary project  benef ic ia r ies  w i l l  be the  in fan ts  and young 
chi ldren of Indonesia and t o  a secondary degree t h e i r  mothere. It is t h i s  
group of people who suf fe r  a disproportionately high r i s k  of disease  and 
death i n  l a rge  par t ,  due t o  d i f f i c u l t l e a  t h e  gwernment experiencee i n  
p t w i d i n g  high qua l i ty  curat ive  and preventive care t o  everyone. By 
red i rec t ing  gwernment expenditures t o  support f o r  ch i ld  surv iva l  programs 
and by providing a l t e rna t ive  ways f o r  fami l ies  t o  receive dependable, 
susta inable  and managed hea l th  services ,  t he  qua l i ty  of l i f e  of t h e  young 
chi ldren of Indonesia should be improved and t h e i r  chances of suntiving 
childhood increased substant ia l ly .  The secondary benef ic ia r ies  w i l l  be the  
r u r a l  and urban poor, who waste a s i gn i f i can t  proportion of t h e i r  resources 
on purchasing hea l th  care  services  on an unplarined, fee-for-service basis  
and on services  o r  products which have minimal long-term e f f e c t s  on t h e i r  
hea l th  s ta tus .  

The soc i a l  f e a s i b i l i t y  i s sues  a r e  most prominant i n  t he  s o c i a l  
f inancing component of t h e  projec;. While t h e  notion of pre-payment f o r  
hea l th  care  is not widely accepted ye t  i n  Indonesia, there  i s  some evidence 
from s tud ies  undertaken t h a t  current  hea l th  seeking behavior does not  ru l e  
out the f e a s i b i l i t y  of introducing the  concept (see  Annex I). l'hese s tud ies  
show t h a t  there  i s  an ac t i ve  r u r a l  medical marketplace characterized by 
s ign i f ican t  decision making by households regarding var ious  providers and 
how t o  use them. Some pre-payment schemes on a small s ca l e  a r e  f lour ishing 
and show potential .  Pre-payment and installment payments fo r  other  consumer 
goods and se rv ices  a r e  widely practiced. 

Project  innovations, again primarily with respect  t o  soc i a l  financing, 
a r e  l i k e l y  t o  spread beyond t h e  o r ig ina l  s i t e a  i f  new schemes a r e  successful  
a t  a t t r a c t i n g  and maintaining membership. Because of the  emphasis on 
sel f - re l iance and beneficiary par t ic ipa t ion ,  t he  cont inui ty  of t he  schemes 
beyond the  l i f e  of t he  project  is much more highly l i k e l y  than with more 
t r a d i t i o n a l  hea l th  care  projects. 

And f i n a l l y ,  increased investments i n  ch i ld  survival  throughout the  
l i f e  of the  project  w i l l  d i r e c t l y  e f f e c t  on t he  population group which i s  



genera l ly  a t  h ighes t  r i s k  f o r  mor ta l i ty  due t o  childhood i l l n e s s e s  and who 
s u f f e r  moat from lack  of access  t o  immunization aervices  and d i a r r h e a l  
diaoase con t ro l  programs. The o the r  p ro jec t  analyees have d e a l t  with the  
increased c h i l d  s u r v i v a l  program coverage which can be an t i c ipa ted  given the  
higher l e v e l  of G O 1  (and p r iva te )  investment i n  t h i s  a rea .  

6 . 6  Pro jec t  Impact on Women - 
The HSF w i l l  have a h igh ly  favorable impact on women, both because 

women and t h e i r  ch i ld ren  a r e  among the  primary b e n e f i c i a r i e s  and because 
women i n  the  Ministry of Health occupy some of the  key managerial pos i t ions  
i n  the  p ro jec t  a t  the  c e n t r a l  l e v e l .  I n  the  f i e l d ,  i t  is  a n t i c i p a t e d  t h a t  
women w i l l  be a c t i v e  p a r t i c i p a n t s  i n  managing p r o j e c t  r e l a t e d  a c t i v i t i e s .  

The s o c i a l  soundness ana lys i s  d e d s  with the  way i n  which women and 
t h e i r  f ami l i e s  benef i t  from pre-paid h e a l t h  ca re  and t h e  protec t ion  from 
having t o  pay unant ic ipa ted ,  l a r g e  b i l l s  f o r  c u r a t i v e  care .  Because small 
c h i l d r e n  a r e  s o  f requent ly  ill and the  mothers normally bear the  burden of 
c h i l d  ca re ,  being covered by h e a l t h  insurance is  both a f i n a n c i a l  and 
psychological  benef i t .  The o v e r a l l  assessment f o r  the  impact of the  p ro jec t  
on women i n  Indonesia is very favorable.  

7. IMPLEMENTATION PLAN 

7.1  Administrat ive Arrangements and Analysis 

This  p ro jec t  w i l l  be administered through t h e  Office of the  Secre tary  
General, Minis t ry  of Health. An o rgan iza t iona l  c h a r t  is presented i n  
Figure 3. 

The Secre tary  General of the  HOH, a c t i n g  a s  the  P ro jec t  Direc tor ,  w i l l  
have o v e r a l l  r e s p o n s i b i l i t y  f o r  t h i s  p ro jec t .  He w i l l  be a s s i s t e d  by a 
Pro jec t  Advisory Board whose membership w i l l  c o n s i s t  of the  Director  General 
f o r  Medical Services,  the  Director  General f o r  Community Health, the  
Direc tor  General f o r  Food and Drugs, and appropr ia te  r ep resen ta t ives  from 
t h e  Min i s t r i e s  of Home Af fa i r s  and Finance, and Bappenas. The Advisory 
Board w i l l  s e t  pol icy  gu ide l ines  f o r  t h e  p r o j e c t ,  p e r i o d i c a l l y  review t h e  
pace and q u a l i t y  of p ro jec t  implementation, review pol icy  impl ica t ions  of 
f ind ings  from the  d i f f e r e n t  elements i n  the  p r o j e c t ,  and make pol icy  
recommendations t o  t h e  P ro jec t  Director  and Minister  of Health based upon 
t h e  r e s u l t s  of the  p ro jec t .  

The Chief,  MOH Bureau of Planning, i n  h i s  capaci ty  a s  P ro jec t  Of f i ce r ,  
w i l l  supervise  r o u t i n e  implementation of t h e  p ro jec t .  A l l  p ro jec t  a c t i o n s  
w i l l  be i n i t i a t e d  and undertaken through h i e  auspices.  He w i l l  be a s s i s t e d  
by a Projec t  Management Unit (PMU) which w i l l  coordinate a l l  p ro jec t  
inpu t s .  The PMU's s p e c i f i c  r e s p o n s i b i l i t i e s  w i l l  be: 



Figure 3. Organizational Chart for Health Sector Fj.nzncing Project 

1 I I Project I 
I Project Mrector I I Advisory I 
I Secretary General (UOH) I--- I Board I 

1 I i I 1 International contractinn 1 
i Project Officer i i Project I _ _ _  i Agency (FX costs) -I 

I - Chief Planning Bureau 1- - - I Mana~ement (PMU) 1 I Domestic Contractinn I 

1 
I I 
1 Galth Financing C I 
I Policy Analysis Unit I 
1 1 
1- 

1 
I 
1 
1 

- - 
I I I Unit I I Agency (Local costs) I 
I I I 

I 1 Steering Committee 1 I 1 Steering Committee 1 
I I 

i Project Implementation i i pro ject ~mplementationi i Ptoject Implementation i - - 
I office- (PIO) I I - office (PIO) I I office (PIO) 

Hospitals 
I 

I Pharmaceuticals I I I I SocialFinancSng I 



t o  develop yearly workplane f o r  oech component of the  project  

t o  aeeure timely commitmmt of USAID and G O 1  funde i n  accordance 
with yearly workplane 

t o  develop mcopee of work f o r  ehort  term domeetic and uverseae 
technical  aeeietanca needed by each component of the  project  

t o  coordinate procurement of a11 commoditiaa 

t o  determine t ra in ing  neede and iden t i fy  su i tab le  t r a in ing  
opportunit iea t o  eupport each component of the  project  

t o  coordinate design and implementation of project  re la ted  research 

t o  oversee f inanc ia l  aanagement and control  

t o  monitor project  implementation 

t o  report  the  progress of project  implementation t o  the  Project 
Off icer  and the  Project Advisory Board on a regular  basis .  

'Ihe PMU w i l l  be s ta f fed  by f u l l  time p e r s o n ~ o l  and w i l l  include a 
Director, two Assistant  Directors, a Finance Officer and a secretary.  
A long-term in te rna t iona l  advisor ( the  Project  Technical coordinator) w i l l  
be placed i n  t h i s  un i t  t o  a s s i s t  t he  Director. 'Ihe PMU w i l l  in te r face  with 
t he  in te rna t iona l  and domestic contract ing agencies which w i l l  provide a l l  
technical  ass is tance,  procure commodities, arrange a l l  overseas t ra in ing  
opportunit ies,  and provide funding f o r  research. 

For t he  f i r s t  th ree  projact  components, t he  MOH w i l l  e s t ab l i sh  a 
Project  Implementation Office (PIO), responsible d i r e c t l y  t o  the  Project 
Management Unit, which w i l l  supervise project  implementation i n  each project 
component. Each o f f i c e  w i l l  contain a Director and a secretary,  and w i l l  be 
a s s i s t ed  by a long-term expa t r ia te  advisor,  a long-term domestic advisor, 
and both in te rna t iona l  and domestic short-term technical  ass i s tance  a s  
needed. Discrete a c t i v i t i e s  i n  each project  component w i l l  be supervised by 
an Activity Coordinator whose service  w i l l  terminate when individual  
a c t i v i t i e s  have been completed. 

The Project  Implementation Office w i l l  have t he  following 
respons ib i l i t i es :  

o develop yearly workplans f o r  t he  individual project  components 

o make yearly funding and equipment requests t o  the  PMU 

o supervise implementation of a l l  a c t i v i t i e s  i n  the  individual 
project  components 



o ouhmit financo and a c t i v i t y  reporte  t o  tho PMU 

o monitor the prograeo of project  impleaantation. 

ProjecL funds w i l l  be used t o  pay f o r  s a l a r i ee  of f u l l  time pereonnel 
i n  the  PMU nnd PIOs. In cases where such personnel a r e  MOH employeee, and 
t h e i r  employment would r e su l t  i n  t h e i r  rece ip t  of s a l a ry  supplements, such 
employment w i l l  not be approved Sy AID u n t i l  the appropriateness of such 
aupplements is specificn.l ly approved i n  accordance with Mission Order 1900.2 
dated July  MI, 1987. Soleriee w i l l  be de t e rdned  i n  accordance with 
se t sb l i shed  Bappenas r e g u l s t i ~ n e ~  There are MOH procedures which must be 
followed t o  make such project  secondments o f f i c i a l .  GO1 o f f i c i a l s  and a l l  
project  personnel w i l l  receive project  funded t r ave l  and per diem, again i n  
accordance with guidelinee established by Bappenas fo r  minis t r ies .  

The Project Implementation Offices f o r  Hospitals and Pharmaceuticals 
w i l l  each be a s s i s t ed  by a Steering Committee comprising recognized 
technical  experts i n  the  respective f i e l d s .  The Steering Committees w i l l  
provide technical  guidance t o  the Project  hplementation Director, review 
yearly worlcplane, and assist with the  development of research agendae. 

The Project  Implementation Office fo r  Social Financing w i l l  be ass i s ted  
by a Task Force with representation from varioue functional un i t s  i n  MOH 
formed by decree of the  Secretary Cl?neral f o r  Health. In addit ion t o  
providing technical  guidance t o  the  Project  Implementation Office, the 
Social  Financing Task Force w i l l  play an ac t i ve  operational r o l e  i n  three 
elements of the s o c i a l  financing component of the  project .  The three  
elements and the  Social  Financing Task Force's r o l e  i n  each a t e  described 
below: 

Development of a Health Insurance Coordinating Mechanism: .- the  Task 
Force w i l l  be entrusted with much of the  developmental and ana ly t i ca l  
work of i n s t i t u t i ona l i z ing  t h i s  capacity within t he  G O I .  Specif ical ly ,  
i t  w i l l :  

o design the  organizational s t ruc ture ,  s t a f f i ng ,  i n t e rna l  
administrat ion,  and op2rating systems fo r  the Health Insurance 
Coordinating Board. 

o serve a s  a Secre ta r ia t  f o r  the  In te rsec tora l  Coordinating Body 
es takl ished by Pres iden t ia l  Decree t o  function a s  an interim 
Coordinating Board during Phase 11. 

Enactment of Enabling Legislat ion f o r  DUKM: the Task Force w i l l  
d i r e c t l y  oversee t h i s  a c t i v i t y ,  and provide the  linkage between the  
Coordinating Mechanism f o r  Health Insurance and the  development of the 
enabling l e g i s l a t i o n  which authorizes i ts  existence. 

Development of R i v a t e l y  Managed Health Insurance Plans: A spec ia l  un i t  
w i l l  be established within t he  Project  Implementation Office fo r  Social 
Financing with so le  respons ib i l i ty - for  t h i s  task. Its charge w i l l  be 



t o  promote t h e  concept of hea I t h  insurance and t o  ~ d e n t i f y  groups i n t e r e e t e d  
i n  developing hea l th -  ineuxance plans. When p r i v a t e  groups approach the  u n i t  
with proposals f o r  daveloping c a p i t a t e d  pro-paid h e a l t h  c a r e  plane, these  
yropoeals  w i l l  be screened by t h e  Taslk Force t o  al lcertain e l i g i b i l l t y  and 
types  of a se ie tance  which can be provided. 

A Health Financing and Policy Analysie Unit w i l l  be e s t ab l i shed  by t h e  
MOH a8 a func t iona l  u n i t  responsib le  t o  t h e  &rlef,  Bureau of Planning. This 
u n i t  w i l l  be an outgrowth from t h e  Health Sector  Financing Workhe Group i n  
t h e  Bureau of Planning, an ad-hoc group organized t o  analyze secondary d a t a  
on h e a l t h  f inancing and coordinate  t h e  c o l l e c t i o n  of primary data. I t a  
Di rec to r  and s t a f f  w i l l  be drawn from e x i e t i n g  a t a f f  i n  t h e  Bureau of 
Planning. The Health Sector  Financing and Policy Analysie Unit w i l l  a a s i e t  
t h e  Bureau of Planning t o  f u l f i l l  i t s  04rganiza t ional  r e s p o n s i b i l i t y  t o  
analyze d a t a  aud formulate pol icy  i n  t h e  h e a l t h  sec tor .  I t e  s p e c i f i c  t a ske  
w i l l  be: 

t o  conduct an in-depth review of h e a l t h  f inlincdng policy i n  t h e  
MOH, with p a r t i c u l a r  emphasis on i t s  conformity with n a t i o n a l  
pol icy  and adherence wi th in  MOH. 

t o  maintain an on-line deLa base which can, on an annual b a s i s ,  
t r a c k  a l l  publ ic  and p r i v a t e  revenues and expenditures f o r  h e a l t h  
i n  Indonesia. 

t o  develop an annual research  agenda and terms of reference  f o r  the  
c o l l e c t i o n  of a d d i t i o n a l  primary d a t a  r e l a t i n g  t o  h e a l t h  s e c t o r  
f inancing . 
t o  tender  research  s t u d i e s  funded d i r e c t l y  by t h e  Health Financing 
and Polfcy Analysis u n i t  t o  co l l abora t ing  research  i n s t i t u t e s  and 
oversee t h e i r  implementation. 

t o  monitor a l l  s t u d i e s ,  t r i a l s ,  and demonstrations conducted under 
t h e  He.alth Sector  Financing Project .  

t o  make pol icy  recommendations based upon da ta  generated from the  
Health Sector  Financing Projec t  t o  t h e  Projec t  Of f i ce r  and Projec t  
Advisc-ry Board. 

t o  a s s e s s  f ind ings  from p r o j e c t s  supported through o the r  funding 
sources f o r  t h e i r  pol icy  impl ica t i ans  and advise  t h e  aid, Bureau 
of Planning accordingly. 

t o  publish and disseminate d a t a  on h e a l t h  s e c t o r  f inancing through 
appropr ia t e  channels. 

t o  conduct an annual n a t i o n a l  workshop which p resen t s  h e a l t h  s e c t o r  
f inancing d a t a  t o  an  i n t e r s e c t o r a l  and n a t i o n a l  audience. 



Although not funct ional ly  responeibla t o  the PMU, tho Health Financing 
and Policy Anelyeis Unit w i l l  coordinate tha developmant of annual project  
implementation plaus and make funding requeeta through t he  PMU f o r  purpoaee 
of project  coherence and cootdlnation. 

Several fac to rs  were coneiderad i n  dosigning the  organizational  
s t r uc tu r e  nad administrat ive arrangements f d r  t h i e  project .  m e  scope of 
t he  p ro jec t  requires  diverse organizat ional  involvement from the Ministry of 
Health. F i r s t ,  bureaus and Directorates  from three  Director Generals and 
tha  Office of the Secretary General f o r  Health have funct ional  
reepoae ib i l i ty  f o r  a c t i v i t i e s  i n  t he  hosp i t a l ,  pharmaceutical, and heal th  
insurance sec tors ;  the project  must  be ab l e  t o  access resourcee from a l l  of 
them. Second, the  policy implications of the  s t r u c t u r a l  in tervent ions  
proposed v i a  the  project  requ i re  access  t o  the  policy making process. 

The Office of the Secretary General i n  the Ministry of Health is 
idea l l y  s i tua ted  organizat ional ly  t o  f u l f i l l  both requirements. H i s  
funct ional  respons ib i l i ty  t o  oversee the a c t i v i t i e s  of the  f i ve  Director 
Generals p rw ides  t he  mandate t o  coordinate t he  r equ i s i t e  involvement from 
t h e  var ious  bureaus and directorates .  Hie d i r e c t  access t o  the  Minieter of 
Health w i l l  p rw ide  a l inkage t o  t he  policy making process t ha t  i e  c r i t i c a l  
t o  the success of the  project .  

With respons ib i l i ty  f o r  short-  and long-term planning, resource 
a l l oca t i on  and budgeting, the  Bureau of Planning must work across  Director 
Genera1.s and Directorates. Hence, i t  i s  a l s o  idea l ly  s i t ua t ed  t o  coordinate 
t he  var ious  elements of t h i s  project .  Impetus f o r  t h i s  p ro jec t  arose from 
t h e  Bureau of Planning. It has had t o  reorganize a l l oca t i ve  p r i o r i t i e s  
subsequent t o  the  severe budgetary curtai lment of 1985/86, and undertook a l l  
of the  preliminary analyses which l ed  ;co the  deve:lopment of t h i s  project .  
The information generated by the  HSF Project w i l l  be used by the  Bureau of 
Planning t o  inform decision makers of a l l oca t i ve  a l t e rna t i ve s  which 
equi tably  support the object ives  of the  MOHv 

The Project  Management Unit has  been chosen a s  the  administrat ive 
construct  f o r  several  reasons. F i r s t ,  ex i s t i ng  s t r u c t u r a l  d iv i s ions  within 
t h e  Bureau of Planning have ne i t he r  the  organizational  mandate nor the  e t a f f  
t o  coordinate the  implementation of t h i s  project .  The formation of a 
func t iona l  un i t  with r e spons ib i l i t i e s  confined t o  the  management of t h i s  
p ro jec t  w i l l  guarantee t h a t  t h e  Bureau of Planning can p r w i d e  adequate 
oversight  and management c m t r o l .  Second, the  t asks  of t he  Project  
Management Unit extend through t he  l i f e  of project  only; hence, t h e i r  
placement i n  a funct ional  un i t  which w i l l  disband upon project  termination 
is  a reasonable and p rac t i c a l  management strategy.  Third, the  PMU/PIO 
format prwkdes a f l e x i b l e  mechanism f o r  managing pro jec t  a c t i v i t i e s  t h a t  
must necessar i ly  span Directorates,  Bureaus, and Director Generals. 
Final ly ,  the  PMU/PIO format, coupled with the  L~ - h i c a l  ass i s tance  and fund 
disbursement s t r a t e g i e s  proposed f o r  t h i s  project ,  w i l l  allow the  MOH t o  
assume a grea te r  adminis t ra t ive  and management r e s p m s i b i l i t l e s ,  and w i l l  
r e l i eve  USAID'S adminis t ra t ive  and management burden a t  a time of impending 
s t a f f  reductions. 



Although po l i cy  nnalys ie  is the  func t iona l  r e s p o n s i b i l i t y  of the  Bureau 
of Planning, t h i s  capaci ty  does no t  e x i e t  a t  present  wi th in  e x i s t i n g  
e t r u c t u r a l  d i v i s i o n s .  The h e a l t h  s e c t o r  work pioneered by t h e  Bureau of 
Planning was an ad hoc c o l l e c t i v e  e f f o r t  t o  analyze e x i s t i n g  d a t a  on h e a l t h  
f inancinf j  t o  a o c e r t a i n  impl i ca t ions  f o r  resource  a l l o c a t i o n .  The Health 
Finance and Pol icy  Analysis Unit w i l l  b u i l d  upon t h i e  embryo. The research  
and development na ture  of t h i e  p r o j e c t  and the  impact t h a t  the  s t r u c t u r a l  
interven, t ione can have upon h e a l t h  f inancing  pol icy  r e q u i r e  t h e  s p e c i a l  
a t t e n t i o n  t o  monitoring and po l i cy  a n a l y s i s  t h a t  t h i e  u n i t  w i l l  provide. 

There i s  adequate assurance t h a t  t h e  admin i s t r a t ive  arrangements w i l l  
funct ion  a s  envisioned. The Bureau of Planning has served a s  t h e  MOH 
counterpar t  during p ro jec t  development. It has  e s t ab l i shed  ad hoc 
committees which mir ror  the  PMU and PI0  t o  develop d e t a i l s  of each cosponent 
of t h e  p ro jec t .  T h c a ~  committees have managed t o  a t t r a c t  tec t ln ica l  
resources  from t h e  va r ious  Di rec to r  Generals t o  formulate comprehensive 
p lans  of a c t i o n  and t o  coordina te  t h e i r  p a r t i c i p a t i o n  i n  t h e  p ro jec t  
development process.  'me Bureau of Planning's  Health Sector  ad hoc Working 
Group has  accumulated and analyzed an impressive a r r a y  of d a t a  on h e a l t h  
s e c t o r  f inanc ing  i n  Indonesia. These groups a r e  precursors  t o  t h e  
f u n c t i o n a l  u n i t s  which the  MOH w i l l  e s t a b l i s h  t o  manage t h i s  p ro jec t .  Their 
perforu~ance t o  d a t e  provides s u f f i c i e n t  assurance of t h e  Z e a s i b i l i t y  of the  
admin i s t r a t ive  arrangements proposed f o r  t h i s  p ro jec t .  

USAID h a s  ass igned a P ro jec t  Of f i ce r  who w i l l  spend an est imated 35% of 
he r  time managing t h i s  p ro jec t .  Because of t h e  PMU s t r u c t u r e  t h a t  has been 
crea ted  and because of the  presence of t h e  TA con t rac to r  wi th  broad 
r e s p o n s i b i l i t i e s ,  t h i s  p ro jec t  w i l l  be l e s s  s t a f f - i n t e n s i v e  from USAID's 
po in t  of view than  more t r a d i t i o n a l  h e a l t h  and populat ion p ro jec t s .  The uee 
of a  PMU with func t ions  which inc lude  developing d r a f t  PILs, e s t a b l i s h i n g  
p ro jec t  implementation schedules,  d r a f t i n g  scopes of work f o r  consu l t an t s  
and ao  on, h a s  been used very s u c c e s s f u l l y  i n  another  USAID-funded projec t .  
The HSF Pro jec t  is  benef i t ing  from and bu i ld ing  on t h i s  experience.  There 
a r e  a l s o  p lans  t o  h i r e  l o c a l l y  a . .  P r o j e c t  Implementation A s s i s t a n t  using 
p r o j e c t  t e c h n i c a l  a s s i s t a n c e  funds t o  assist with t h e  heavy workload during 
t h e  f i r s t  few years  of t h e  p ro jec t .  This  w i l l  f r e e  up t h e  USDH Pro jec t  
Of f i ce r  t o  focus  on t h e  t echn ica l  and managerial i s s u e s  i n  t h e  p ro jec t  and 
w i l l  he lp  a c c e l e r a t e  implementation. 

7.2 A c t i v i t v  Schedule 

A l l  p r o j e c t  planning, a c t i v i i i e s  and funding w i l l  ope ra te  on year ly  
c y c l e s  which coinc ide  with the  Indonesian f i s c a l  year t o  f a c i l i t a t e  
coordina t ion  of A I D  and G O 1  funds f o r  t h i s  p ro jec t .  P r o j e c t  funding w i l l  be 
d isbursed  on a yea r ly  b a s i s  subsequent t o  G O 1  and USAID approval  of annual 
implementation plans and budgets. The sequence of events  f o r  an 
i l l u s t r a t i v e  year ,  IFY 1989190, t h e  f i r s t  year i n  which t h e  p ro jec t  and G O 1  
planning and funding cycles  w i l l  co inc ide ,  i s  presented i n  Figure 4. 

P ro jec t  a c t i v i t i e s ,  however, are expected t o  commence dur ing  I M  
1988189. The schedule of major a c t i o n s ,  est imated completion d a t e s ,  and the  
r e spons ib le  p a r t y  f o r  a l l  a c t i v i t i e s  planned during t h a t  per iod  is presented 
i n  Table 2. 
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Table 2. Schedula of Major Actions, IFY 1988/89 

En timated -- - - .. -~ 

Completion Date Reoponsibility Act ion - 

Project Agreement signed 
Initial conditions precedent satisfied 
Domestic and external technical assistance 
contracting completed 
Long-term coneultants in place 
Project Officer, Advisory Boards and Policy 
Analyeis Unit established via ministerial decree 
First meeting of Project Advisory Board 
Project Implementation Office and Policy 
Analysis Unit formulate 1988/89 and 1989/90 
Workplans and budgets and submit to PMU 
Formulation of comprehensive project 
implementati qn plan for 1988189 and 
1989190 by PMU 
Project Planning Meeting to finalize 1988/89 
project implementation plan and review 
1989/90 comprehensive implementation plan 
Submit 1988 /89 implementation plan to USAID 
Approval of 1988/89 implementation plan 
Commitment of 1988/89 project funds 
1989 190 project implementation plan approved 
by Project Officer 
Project Advisory Board meeting .to review 
1989/90 implementation plan 
Comprehensive project implementation plan 
submitted to Planning Bureau, MOH 
Review of 1989/90 project implementation plan 
at Bureau of Planning annual planning 
meeting (Konsultasi Perencanaan Pusat-Daerah) 
Submission of 1989/90 implementation 
plan to USAID 
Approval of 1989 /go implementa tion 
plan by USAID 
Commitment of all 1989190 project funds 

February 1988 
March 1988 

AID/GOI 
GOI 

~une* 1988 
July 1988 

March 1988 
April 19 88 

June 1988 

July 1988 
Ju 3.y 1988 
August 1988 
August 1988 

GO1 
GO1 
AID 
AID 

September 1988 AID 

October 1988 

November 1988 

January 1989 

February 1989 

March 1989 
April 1989 

AID 
AID/GOI 

*A delay of six months for competitive selection is anticipated 
if an 8-A firm capable of undertaking the scope of woik is 
not available. - 



Figure 5. Planned Implementation Schedule 

1988189 1989190 1990191 1991192 1992193 1993194 1994195 
I I I I I I 1 I 

1. Social  Financing - I 1 I I I I I I 
I I I I I I I I 

ASKBS 
Actuarial  
Capitation 
Info system 
Traiuing 

PRI?[ 
Dana mat 
Private Health Insurance 
Legislation 
Ins t i t u t i ona l i za t ioa  
of Coordinating Function 

2. ~ o s p i t a l  Sector I I I 1 I I I I 
I 2.1 Hospital Diagnosis I I I I I I 1 - 

I T i I I I I 
P r o b l e ~  ,Analysis 

Intervention Design 

Field Test and Demonstration 

Evaluation* 

Training 

*Evaluation here  r e f e r s  t o  evaluation of a c t i v i t i e s  i n  each component. 
Hajor w e r d  project  evaluations (mid-term and f i n a l )  a r e  described i n  Section 8. 
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1 I 1 I I I .  I 
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I 
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I 
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3.2 Intervention Design 1 I I I 1 I 
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I I T  I I I I 
3.3 Field Test 1 I 1 I I I I I 

I I I I I 1 I I 
3.4 mahation* I I I I I I 1 1 

I I I I I I 1 I 
3.5 Internention Package Design 1 1 I 

I I I 
3.6 Demonstration I I I I i I i 

I I I 1 1-1 I 
3.7 H d t o r i n g  & Evaluation I I I I I I I I 

! I I I I I I I 
I I I I I I I I 

4. Health Financing and I I I I I 1 I I 
Policy Analysis I I I I I I I I 

I I I I I 1 I 1 
4.1 Policy Review I I I 1 1 I 1 

I I 
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I 
4.2 Secondary Data Analysis I 

I 1 I 1 I 
I I I i I I I 
I I I I I I 

4.3 Research 
I I 
I I I I I I I I 
I 1 I 1 I I I 

4.4 Project Monitoring I I I I I I I .  I 
I I I I I I I I 

4.6 Policy Recommendations 1 I I I I I I I 
I I I I I I I I 

4.7 eLPn-1 Workshop I -- 1 -  I I - \ - .  1 -  1 -  1 -  1 I I I I I I I 
4.8 Training I I I 1 I 1 I I 

I 1 I I I I I I 



Major Implementation 
Events f o r  L i f e  of the Project  

1988 1989 1990 1991 -1992 1993 199 4 
I I I I I I I I 

Problem Analysis in Hospital  
and Pharmaceutical Sectors  

Intervention design s tage  
f o r  Hospital and Pharmaceu- 
t ical Sectors 

Fie ld  Test Interventions f o r  
Hospital and Pharmaceutical 
Sectors 

Assistance of AsKes h Dana 
Sehat 

Assistance t o  PKTK 

Hid Term Evaluation 

Pr ivate  H e a l t h  Instrrance 

Demonstration of Hospital  
and B a m a c e u t i c a l  Sector 
Interrreut ions 

Fiaal Project  Evaluation 



Projec t  a c t i v i t i e e  i n  the  four major components of the  p ro jec t  a r e  
projec ted  t o  commence i n  August 1988. The planned implementation echedule 
f o r  a l l  pro jec t  a c t i v i t i e e  i n  each p ro jec t  component during the  l i f e  of 
p r o j e c t  i s  preeented i n  Figure 5. 

7.3 Procurement Plan 

I n  order  t o  minimize the  amount of USAID and MOH s t a f f  time required t o  
manage projec t  a c t i v i t i e s ,  a major USAID d i r e c t  t echn ica l  a s s i s t a n c e  
con t rac t  w i l l  be u t i l i z e d  f o r  the  procurement of most of t h e  commodities and 
se rv ices  required fo r  the  p ro jec t .  Currently,  i t  is envisioned t h a t  t h e  
prime c o n t r a c t  would involve two sub-contracts  t o  one US and one Indonesian 
organiza t ion .  The con t rac to r  would be responsib le  f o r  providing a l l  long- 
and short-term teclltlical a s s i s t a n c e  personnel f o r  the p r o j e c t ,  both 
Indonesian and e x t e r n a l  consul tants ;  placing p a r t i c i p a n t s  i n  overseas 
t r a i n i n g  programs and externships  and ar ranging f o r  s tudy tours ;  arranging 
f o r  s p e c i a l  s t u d i e s  and p ro jec t  assessments; procurement of mcst projec t  
commodities; and u n d e r t ~ k i n g  i n - c a u a t r y  t r a i n i n g  sess ions ,  and o ther  
a c t i v i t i e s  r e l a t e d  t o  information dissemination.  The con t rac to r  w i l l  work 
under t h e  d i r e c t  supervision and guidance of USAID and t h e  Chief of the  MOH 
Bureau of Planning. Personnel provided through the  c o n t r a c t  w i l l  be placed, 
i n  the  r e l evan t  d i rec to ra te8  i n  the  MOH; however, a l l  components of the  
p ro jec t  w i l l  be coordinated by t h e  Pro jec t  Management Unit loca ted  i n  the  
Planning Bureau. A l l  major implementation a c t i o n s  tak,en by t h e  cont rac tor  
( e  .g., r e c r u t i n g  projec t  personnel,  r e l e a s i n g  funds f o r  a tud ies  , arranging 
f o r  t r a i n i n g ,  e t c .  ) w i l l  be c l ea red  i n  advance by the  Chief of the  Bureau of 
Planning and USAID. The con t rac to r  w i l l  a l s o  be responsib le  f o r  submitting 
t e c h n i c a l  progress and q u a r t e r l y  f i n a n c i a l  r e p o r t s  t o  USAID and the  MOH. 

It is  a n t i c i p a t e d  t h a t  t h e  con t rac t  w i l l  be negot ia ted  on a 
non-competitive b a s i s ,  under t h e  8(A) program with a q u a l i f i e d  Grey Amendment 
f i rm, a f t e r  a review of t h e  c a p a b i l i t i e s  of a number of  e l i g i b l e  Grey 
Amendment f i rms.  ~ I ~ / W a e h i n g t o n  has  been asked t o  assist i n  a market search 
f o r  such q u a l i f i e d  f irms.  I f  no qualif4ed Grey Amendment f i rms a r e  
i d e n t i f i e d ,  the  cont rac tor  w i l l  be competi t ively s e l e c t e d  under the  FAR 
procedures. Whether o r  not  t h e  con t rac to r  is a Grey Amendment firm, i t  is 
a n t i c i p a t e d  t h a t  sub-contracts w i l l  need t o  be arranged t o  handle s p e c i f i c  
elements of the  p ro jec t .  It i s  a l s o  e s s e n t i a l  t o  involve one o r  more 
Indonesian non-government organiza t ions  with s t rong  admin i s t r a t ive  and 
f i n a n c i a l  c a p a b i l i t i e s  t o  work with t h e  US f i rm t o  manage l o c a l  c o s t s ,  
prepare f i n a n c i a l  r epor t s  and i d e n t i f y  and h i r e  l o c a l  consul tants .  The 
performance of t h e  cont rac tor  w i l l  be assessed p e r i o d i c a l l y  during t h e  
p r o j e c t  l i f e  t o  determine i f  changes a r e  required. Prepara t ion  of a 
d e t a i l e d  PIO/T descr ib ing the  requirements is underway and w i l l  be i ssued 
s h o r t l y  a f t e r  t h e  p ro jec t  is ob l iga ted  and t h e  i n i t i a l  condi t ion  precedent 
met. 

The Pro jec t  Implementation Ass i s t an t  pos i t ion  d e ~ c r i b e d  i n  Section 7.1 
w i l l  be r e c r u i t e d  and h i red  l o c a l l y  on a d i r e c t  personal  se rv ices  cont rac t  
f o r  a two year period. This  w i l l  be ou t s ide  of the  TA c o n t r a c t  t o  permit 



dircact supervieion by the Projec t  Off icer .  Project: sva luot ione  w i l l  a l s o  be 
cont rac ted  d i r e c t l y  by the  USAID Mieeion on e cnmpotitjve baeiu 
independently of the  prime TA c o n t r a c t o r ,  

Goods and se rv ices  procured through t h i s  p ro jec t  w i l l  conform t o  
Geographic Code 000 (U.S.) o r  Indonasion source and o r i g i n .  It is  
a n t i c i p a t e d  t h a t  the  cont rac tor  w i l l  procure most of the  commodities on 
behalf of the MOH, including the  personal  computers, off-the-shelf i n  
Indonesia, The computere w i l l  be procured i n  two batchee. The f i r e t  set of 
about 10  PCe will be pwcherred i n  advance of the o there  because they w i l l  be 
needed immediately f o r  a c t i v i t i e s  which a r e  scheduled t o  begin i n  Ju ly .  The 
o the r s  w i l l  be purchased a f t e r  a d e t a i l e d  procurement plan i e  developed 
which analyzes the  s p e c i f i c  kinds of computers and software needed, when 
they should be procured, the  t r a i n i n g  programs requl red  and eo on. It is  
planned t h a t  a l l  commodities and equipment, except perhaps veh ic les ,  w i l l  be 
procured under AID Handbook 11, Chapter 3, hos t  country procurement 
procedures. In  keeping with USAID's normal p rac t i ce ,  veh ic les  w i l l  l i k e l y  
be procured d i r e c t l y  by USAID on a competitive bae i s  i n  the  l o c a l  market 
under t h e  a n t i c i p a t e d  renewal of the  b lanket  waiver a u t h o r i t y  from AID/W. 

Financia l  Plan 

Method& of Implementation 

Method of 
Implementation 

Technical Assistance 
( I n s t i t u t i o n a l  c o n t r a c t )  

TA AID - PSC 
TA Evaluation/Audits 
( I n s t i t u t i o n a l  c o n t r a c t )  

Commodities 
( I n s t i t u t i o n a l  con t rac t )  

Studies/Assessments 
( I n s t i t u t i o n a l  c o n t r a c t )  

Training 
( I n s t i t u t i o n a l  c o n t r a c t )  

Local Cost 

Contingency 

Method of Approximate 
Financing Amount ($000) 

Di rec t  Pay 5,515 

Direc t  Pay 

Direc t  Pay 

Direct  Pay 860 

Di rec t  Pay 3,950 

Direc t  Pay 1,555 

HC Reimbursement 1,550 

Direc t  pay/ 1,270 
HC Reimbursement 



The diebutearnant methode und El.nnncioZ monngament eyetame f o r  t h i n  
p ro jec t  w U 1  f o l 1 . 0 ~  normal procedurarr amployed by the  GO1 and USAID. 

Because of the  need f o r  quick dlebureement, some of the  l o c a l  
procuremant w i l l  ba included I n  the  techtt ical  a s s i s t a n c e  con t rac t .  Ati 
described i n  Section 7.3, one l a r g e  t echn ica l  ass4.etance con t rac t  w i l l  be 
developed which w i l l  cover a c t i v i t i a e  ranging from the  provision of a l l  
t echn ica l  a s s i s t a n c e  personnel t o  commodity procurement. Two aub-contracts 
a r e  envieioned; one with a U.S. f i rm with experience i n  pharmaceutical 
supply management and another  with an  Indonesian f i rm with s t r o n g  f i n a n c i a l  
management c a p a b i l i t i e s .  The con t rac to r  w i l l  be reimbursed f o r  t h e  c o s t  of 
a c t i v i t i e s  approved i n  advance by the  MOH and USAID. On a q u a r t e r l y  b a s i s ,  
coneolidated f i n a n c i a l  r e p o r t s  w i l l  be submitted by t h e  prime con t rac to r  t o  
be reviewed by t h e  USAID Pro jec t  Off icer  before  review, c e r t i f i c a t i o n  and 
payment by USAID'S Off ice  of Finance. 

Financing f o r  o the r  l o c a l  c o s t s  w i l l  be made a v a i l a b l e  through Pro jec t  
Implementation L e t t e r s  (PILE) t o  be ,, ,ued on an annual b a s i s  and providing 
funding f o r  reimbursement t o  'he G O 1  f o r  i ts  expenditures f o r  l o c a l  
procurement of goods and s e r v i c e s  and o t h e r  l o c a l  c o s t s  (with t h e  provision 
of advances no t  t o  exceed 90-day requirements, i f  needed). The kind of 
a c t i v i t i e s  which w i l l  be included i n  the  annual  PILE w i l l  be the  following: 
opera t ing  expenses f o r  the  PMU and PIOs inc luding o f f i c e  ma te r i a l s ,  suppl ies  
and communications; workshops f o r  developing annual implementation p lans ,  
pol icy  formulation o r  dissemination,  p resen ta t ion  of d a t a  o r  f indings  from 
pro jec t  a c t i v i t i e s ,  and t r a v e l  and per  diem expenses f o r  G O 1  s t a f f  and 
o f f i c i a l s  who a r e  making regu la r  supervis ion  o r  monitoring t r i p s  t o  f i e l d  
sites. 

The p ro jec t  a u d i t s  and evaluat ions  w i l l  be undertaken through 
independant f i rms accessed through an IQC mechanism o r  a buy-in t o  a 
c e n t r a l l y  funded p ro jec t .  In  add i t ion ,  one d i r e c t  personal  s e r v i c e s  
con t rac t  with an ind iv idua l  r e c r u i t e d  h i r e d  l o c a l l y  is envisioned t o  
funct ion  a s  a Pro jec t  Implementation Ass i s t an t  a s  described i n  Sect ion  7.1. 

I n  order  t o  ensure  t h a t  t h e  f i n a n c i a l  personae1 involved, both 
con t rac tua l  personnel and MOH r egu la r  f i n a n c i a l  s t a f f ,  a r e  f a m i l i a r  with t h e  
f i n a n c i a l  management system f o r  t h i s  p r o j e c t ,  a two-day workshop w i l l  be 
he ld  a s  soon as poss ib le  a f t e r  t h e  con t rac to r  is  on board t o  review t h e  
procedures involved and make s u r e  t h a t  a l l  s t a f f  understand t h e  requirements. 

o/PH has a f u l l  time f i n a n c i a l  a n a l y s t  on its s t a f f  who w i l l  provide 
per iodic  reviews of how w e l l  t h e  p ro jec t  is being managed f i n a n c i a l l y  and 
w i l l  make s u r e  t h a t  any new s t a f f  a r e  adequately b r i e fed  on t h e  requirements. 

The budget summary, c o s t  es t imate ,  and yea r ly  p ro jec t ions  of 
expenditures a r e  shown i n  t h e  budget t a b l e s .  (Please  r e f e r  t o  Annex K f o r  
d e t a i l e d  budget t a b l e s ) .  AID funds w i l l  be used i n  accordance with p ro jec t  
inpu t s  (described i n  Sect ioa  4.4). Counterpart c o s t s  provided by the  G O 1  
w i l l  be f o r  a n c i l l a r y  supp l i e s  f o r  use wi th  a l l  commodities purchased 



through thiri pro juct ;  a n l a r l e e  fo r  a l l  long- ilnd abort:-term trnlnlny, 
p a r t i c i p a n t s  during t h e i t  t r a i n i n g ;  funding f o r  the  cont inuat ion  of t r a i n i n g  
programs developed throuf i  t h i n  pro jec t  e s p e c i a l l y  f o r  ASKES, PKI'K, and 
hoep l t a l s ;  provision of facilities t o  house the  PMU and each PIO; 
counterpar t  con t r ibu t ions  i n  t h e  form of e t a f f ,  f a c i l i t i e s ,  t rnnepor tn t ion  
and u t i l i t i e s  fo r  s t u d i e s  and assesamente conducted through tho p ro jec t ;  n 
counterpar t  con t r ibu t ion  f o r  s t a f f ,  technica l  a s e i s t a n c e ,  and t r a i n i n g  f o r  
the  expansion of the  PKTK program i n t o  13 c i t i e e ;  and c a p i t o l  which w i l l  he 
r a i sed  i n  Indonesia t o  launch new h e a l t h  insurance programs. 

7.5 Audit Proceduren 

Assistance financed by A I D  i s  sub jec t  t o  a u d i t .  In order  t o  minimize 
v u l n e r a b i l i t y ,  the  Miasion Contro l ler  w i l l  conduct pe r iod ic  examinations of 
records ,  and a s  p a r t  of i t s  voucher examination program, w i l l  review GOT 
accounting procedures and docurncntation r e l a t i n g  t o  t h e i r  d i r e c t  procurement 
f inanced under the  projec t .  P ro jec t  funding is a l s o  a v a i l a b l e  f o r  aud i t  of 
hos t  country and A I D  d i r e c t  c o n t r a c t s ,  following gu ide l ines  from the A I D  
Inspector  General 's Office.  This a u d i t  coverage w i l l  be performed by 
a u d i t o r s  through local r e p r e s e n t a t i v e s  of  U.S. c e r t i f i e d  public  accountant 
f i rms,  with a s s i s t a n c e  from t h e  Regional Inspector  General - Audit Division 
i n  Manila. F z s e  s e r v i c e s  w i l l  be procured with p r o j e c t  funds by A I D  d i r e c t  
con t rac t  following d i r e c t  payment procedures. 
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Tabla 4 .  Summary Coat Estimate and Financia l  Plan 
(~.8.$'000) 

I I A I D  I HOST COUNTRY I 
SOURCE: 

I 
I 1-1 I TOTAL 1 
I I Fx 

1 LC I PX I LC I I 
1 1 I I I I 
I 
1 1. Technical Aesietance 1 4,980 1 835 1 

1-1 
I - I 5,815 I 

I 1 I 0 I I I 
1 2. Commoditiee I - 1 860 1 1 172 1 1,032 1 
I I I I I I I 
1 3. Studies  1 - 1 3,950 1 1 3,460 1 7,410 1 
I I I I I I 1 
I 4. Tra in ing i 1,035 I 520 I 1 1 , 2 4 5  1 2,800 1 
1 I I I I I I 
1 5. Local Coste 
I 
i 6. Contingency 1 6 3 5 1  6 3 5 1  I - 1 1 , 2 7 0 1  
I I I I 1 I I 
I I' I I I 

Table 5. Projec t ion  of Expenditures by U.S. F i s c a l  Year 
(u.s*$'ooo) 

i i AID Grant i GOI I TOTAL I 

I 1. U.5. FY 1988 
1 2. U.". FY 1989 
I 3. U.S. FY 1990 
1 4. U.S. FY 1991 
1 5 U S .  FY 1992 
1 6. U.S. FY 1993 
1 7. U.S. FY 1994 
1 8. U.S. PY 1995 

i Total:  1 '5s000 
1 5,515 1 2 0 , 5 1 5  1 

I 1 I - I 



8 MQNT,TOR.I.NG AND EVALI1ATIOW P I A N  

Respone ib l l i t y  f o r  p r o j e c t  monitor ing r e e t e  with t h e  P r o j e c t  Management 
Unit  under t he  d i r e c t i o n  of t h e  GO1 P r o j e c t  O f f i c e r .  Ths PMU w i l l  have 
a c c e s s  t o  information from a l l  p r o j a c t  components through its P r o j e c t  
Implementation Off icee ;  hence, i t  w i l l  be i n  t h e  most a d v a n t a ~ e o u s  p o s i t i o n  
t o  c o l l e c t ,  ana lyze ,  and r e p o r t  t h i s  information.  

A p r o j e c t  monitor ing system w i l l  be e s t a b l i s h e d  by t h e  PMU. The system 
w i l l  provide a  r e g u l a r  f low of d a t a  t o  monitor progreso of p r o j e c t  
implementation i n  ach iev ing  t h e  deoi red  ou tpu t s .  Each s e p a r a t e  a c t i v i t y  
w i l l  be monitored through a t r a c k i n g  system which w i l l  s p e c i f y  d a t e s  by 
which s p e c i f i c  benchmarks are expected t o  be achieved. While t h e  p r o j e c t  
w i l l  need t o  be somewhat f l e x i b l e  i n  i t s  assignment of temporal parameters  
w i t h i n  which benchmarks a r e  t o  be accomplished, t h e  Di rec to r  of t b s  kMU and 
those  persons r e spons ib l e  f o r  i n d i v i d u a l  a c t i v i t i e s  w i l l  need t o  maintain a  
r e g u l a r  exchange of in format ion  on progress  toward t h e  completion of each 
a c t i v i t y .  Wl~i le  t h e  PMU w i l l  monitor progress  toward achiev ing  p r o j e c t  
ou tpu t s ,  t he  Health Financing and Po l i cy  Analys is  Uni t  w i l l  monitor r e s u l t s  
of i n d i v i d u a l  s t u d i e s  and demonstrat ion p r o j e c t  t o  a s s e s s  t h e i r  po l i cy  
imp l i ca t ions .  

The focus  of t h e  p r o j e c t  monitoring system w i l l  be t h e  fou r  p r o j e c t  
ou tpu t s .  For monitor ing purpoces,  i n d i c a t o r s  of progress  and benchmarks 
have been developed f o r  each output .  These are shown i n  Table 6. The 
benchmarks f o r  monitor ing t h e  p r o j e c t ' s  succes s  i n  progress jng  toward t h e  
end-of-project s t a t u s  of a  r e a l  i n c r e a s e  of 35% i n  ChFld Surv iva l  spending 
is shown i n  Table 7. 



Table 6. Indicators  of Prcgress and Benchmarks t o  Monitor Progress Toward Achieving Project  Outputs 

O W I J T S  I INDICATORS OF PROGRESS 1 BENCHMARKS 
I 

1, Development of social  i 1.1 ASKES progrm has  been assessed 1.1.1 Assessment of benef i t  /premium package completed 
f i n a c l n g  schemes I and pr@posals have been tes ted  t o  11.1.2 New financing and del ivery mechanisms t e s t ed  

1 imprave t r a i n h g ,  information 11.1.3 Management information system developed 
1 management, and f e e  collection.  11.1.4 Training program f o r  ASKES s t a f f  completed 
I 1 
11.2 X d e l  f o r  PKTK expansion tes ted  11.2.1 PKTK p i l o t  scheme i n  Jakar ta  reviewed and 
1 in  six c i t i e s  and expanded t o  11 I evaluated 
I] c i t i e s .  11.2 .2 Marketing s t ra tegy  designed 
1 11.2.3 Mansgement systems designed 
I 11.2.4 Training plan designed 
I 11 -2.5 ~remium/benef it package designed 
i I 

Health f iaancing scheme has been 
t e s t ed  i n  f i v e  sub-dis t r ic ts  which 
link a confederaton of Dana Sehat 
to primary and secondary care 
f a c i l i t i e s .  

Privately owned hea l th  insurance 
plans which conform t o  t h e  
@ n c i p l e s  of DUKM a r e  providing 
heal th  care t o  consumers. 

Multidisciplinary board has beea 
established which can coordinate 
developments in the  hea l th  
insurance sector.  

11.3.1 Health financing package designed 
1 1.3.2 Dana Sehat groups iden t i f i ed  and organized 
1 1.3.3 Training package designed 
11.3.4 Management systems designed 
11.3.5 Confederation of Dana Sehat model t r i e d  i n  one 
1 d i s t r i c t  
I 
11.4.1 U n i t  es tabl ished within PI0 f o r  Social  Financing 
I t o  s t imulate  development of p r iva te  hea l th  
1 insuraace plans 
11.4.2 Private groups in te res ted  i n  developing hea l th  
1 insurance plans i den t i f i ed  
11.4.3 Feas ib i l i t y  s tud ies  done on 9romising plans t o  
1 determine business v i a b i l i t y  
11.4.4 S ta r t -up  ass i s tance  provided f o r  promising 
I business ventures 
I 
1 ~ ~ 5 . 1  Task Force responsible t o  Secretary General, 
I Ministry of Health formed 
11.5.2 Organizational s t ruc ture ,  s t a f f i n g  requirements, 
I In te rna l  administration,  and operating mechau4.ems 
I of t he  i n t e r sec to ra l  board designed 
11.5.3 Tntersectoral  board formed by Pres ident ia l  decree 
11.5.4 Health Insurance Coordinating Board with 
I s t r u c t u r a l  s t a t u s  es tabl ished 
I 
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13,3 
i 
I 
t 
I 

4. kvelopaent  of a 14.1 
health financing and I 
poHcy analysis 1 
capacity within t h e  i 
k r e a u o f  P l a n n i n g ,  14.2 
XUB I 

1 
I 
I 
I 
I 
I 

Hansgement and communications 1 3.2.1 Individual in tervent ions  chosen to  address 
in tervent ions  have been designed I problem areas  i den t i f i ed  during focused assessment 
and t e s t ed  t o  address problems 13 . 2- 2 In te rven t io rs  f i e l d  t e s t ed  i n  se lec ted  r u r a l  
i den t i f i ed  during the  focused I a reas  
assesssent.  13.2.3 F ie ld  tests evaluated t o  determine most 

I e f fec t ive  intervent ions  
1 3.2.4 Comprehensive packet of in tervent ions  formulated 
1 f o r  large-scale demonstration 
I 

Compretsmive package of 
in tervent ions  has been demonstrated 
i n  s i x  d i s t r i c t s .  

Formation of Health Financing and 
Policy Analysis hit a s  funct ional  
u n i t  i n  t he  Bureau of Planning. 

An on-line data  base has been 
es tabl ished which can t rack a l l  
publ ic  and pr iva te  expenditures 
f o r  hea l th  on a year ly  basis.  

13-3 .1 kmonstra t ion sites chosen 
13.3.2 Provincial  and d i s t r i c t  teams formed 
1 3.3 -3 Requisi te t r a in ing  completed 
13.3.4 Demonstrations commenced 
I 
1 4.1.1 k c r e e  promulgated by t h e  Secretary General, 
I Ministry of Health, es tab l i sh ing  Health 
I Financing and Policy Analysis Unit 
I 
14.2.1 Information system developed which can t rack  
1 public expenditures from APBN, InPres, APED I, 
I and APB D I1 
1 4.2.2 Annual research agendas formulated t o  complement 
I secondary data 
1 4.2.3 Research commissioned and completed 
1 4.2.4 Annual workshop held  t o  disseminate f indings  
I 

Policy recommendations have been 14,,3.1 A review of ex i s t i ng  MOH pol icy as it concern8 
made to  t he  Project  Advisory Board 1 h ea l t h  f inancing has  been completed 
based upon data generated from 1 4.3.2 Findings from individual  s tud ies  monitored 
t h i s  project. 1 contincusly f o r  pol icy implications 

14.3.3 Evaluation design f o r  hosp i ta l ,  pharmaceutical, 
I and s o c i a l  financing components of t he  project  
I have been completed 
1 4.3.4 Project  evaluation ample t ed  
I 



Tabla 7. Donchmrk t o  Monitor Program Toward Achieving 
Fad of Projec t  S ta tua  

(u.s*S'ooo) 

I End of p ro jec t  S t a t u s  I Benchmark 
I I 

I 
I 

I CUMULATIVE REAL INCREASE (%I OVER 1987 1 
1 EXPENDITURES ON CHILD SURVIVAL I 
I I 

1 35% r e a l  inc rease  i n  1 
I t o t a l  government spending 1 1988 5% Decrease 
I on c h i l d  
1 t o  t o t a l  
I spending 

I in 
I 
I 
I 
I 

s u r v i v a l  compared 
government 
on c h i l d  s u r v i v a l  

1989 Equal t o  1987 

1990 5% Increase  

1991 10% Increase 

1992 15% Increase  
I 

1 1993 25% Increase  
I 

1 1994 35% Increase  

8.2 Evaluation 

The Yealth Financing and Policy Analysis Unit w i l l  oversee t h e  o v e r a l l  
eva lua t ion  of t h i s  p ro jec t .  mere w i l l  be a mid-term formative evaluat ion  
which w i l l  a s s e s s  progress  toward achieving outputs  and benchmarks, and a 
f i n a l  summative evaluat ion.  Both evaluat ions  w i l l  be conducted by a n  
experienced team of i n t e r n a t i o n a l  and domestic consu l t an t s ,  none of whom 
have had a d i r e c t  a s s o c i a t i o n  with p r o j e c t  implementation. 

Mid-term Evaluation. 'his evaluat ion  w i l l  t ake  p lace  i n  FY 1991/92. 
Its primary focus w i l l  be t h e  degree of progress t h e  p ro jec t  h a s  made toward 
meeting es t ab l i shed  benchmarks i n  each of t h e  componehts. The evaluat ion  
w i l l  a l s o  assess t h e  admin i s t r a t ive  arrangements e s t ab l i shed  f o r  t h i s  
p r o j e c t ,  t h e  p r o j e c t  management systems es tab l i shed  by t h e  PMU, and t h e  
expenditure r a t e s  f o r  d i f f e r e n t  p ro jec t  elements. Recommendations w i l l  be 
made t o  t h e  Projec t  Di rec to r  and h i s  Advisory Board on t h e  process of 
planning, executing and monitoring p r o j e c t  a c t i v i t i e s .  

F i n a l  Evaluation. The f i n a l  evaluat ion  w i l l  be c a r r i e d  out  during t h e  - 
l a s t  year of p r o j e c t  implementation. Ihe  f i n a l  evaluat ion  w i l l  be 
coordinated by t h e  Health Financing and Policy Analysis  Unit of the  Bureau 



of Planning. It w l l l  focua on the  dagreu t o  which policy rocomrnondations 
havo bean accepted, new idaae  i n e t i t u t i o n a l i z a d  and the  degree t o  which 
i n d i v i d u a l  p r o j e c t  outputa have been achieved. 

An evaluat ion  coorponen,t hae bean included i n  a l l  elements of t h i e  
project. Its purpooe w i l l  be t o  oesess  the  impact achieved through a l l  
demonstration p r o j e c t s  with r e spec t  t o  intended p ro jec t  outputs .  
The evaluat ion  i n d i c a t o r s  which w i l l  be used f o r  each component a re :  

S o c i a l  Financing: t h e  eva lua t ion  w i l l  a e c e r t a i n  t h e  number of members 
who have been enro l l ed  i n  t h i r d  p a r t y  pre-paid h e a l t h  ineurance plans 
which conform t o  t h e  p r i n c i p l e s  of DUKM. The evaluat ion  w i l l  a l s o  
a s s e s s  t h e  degree t o  which t h e  Health Insurance Coordinating Board is 
opera t ing  a s  an i n t e r s e c t o r a l  body t o  a c c r e d i t  h e a l t h  insurance plans 
which conform t o  t h e  p r i n c i p l e s  of DUKM. 

Hospitals:  the  evaluat ion  w i l l  measure t h e  ex ten t  t o  which publ ic  
s e c t o r  subs id ies  t o  the government h o s p i t a l s  i n  demonstration a reas  
have been reduced through t h e  e f f i c i e n c y  and c o s t  recovery measures 
introduced through t h e  p ro jec t .  Basel ine measurements of publ ic  s e c t o r  
subs id ies  t o  t h e  h o s p i t a l s  i n  t h r e e  study provinces w i l l  be made p r i o r  
t o  t h e  demonstration of p r o j e c t  e f f i c i e n c y  and c o s t  recovery measures. 
f i e  f i n a l  evaluat ion  w i l l  compare post- intervention subs id ies  t o  
pre-intervention subs id ies  i n  t h e  t h r e e  demonstration provinces. 

Pharmaceuticals: the  eva lua t ion  w i l l  measure t h e  i n t e r n a l  s l l o c a t i v e  
e f f i c i e n c y  of publ ic  pharmaceutical expenditures i n  s tudy d i s t r i c t s  t o  
a s c e r t a i n  whether: 

o pharmaceuticals a r e  being more r a t i o n a l l y  prescr ibed,  

o expenditures f o r  t h e  d i f f e r e n t  the rapeu t i c  c a t e g o r i e s  have been 
changed t o  r e f l e c t  i n t e r n a l  a l l o c a t i v e  s h i f t s  wi th in  t h e  drug 
budget, 

o whether l a r g e r  expenditures a r e  being made on pharmaceutics such a s  
vaccines ,  ORT, Vitamin A and i r o n  f o l a t e  which d i r e c t l y  support 
c h i l d  s u r v i v a l  programs. 

A pre- tes t /pos t - tes t  evaluat ion  design w i l l  be used i n  t h e  study a reas  
where p r o j e c t  in te rven t ions  w i l l  b e  demonstrated. 

Resu l t s  of the  f i n a l  evaluat ion  w i l l  be analyzed and i n t e r p r e t e d  by t h e  
Health Finance and Policy Analysis Unit f o r  t h e i r  relevance t o  h e a l t h  
f inancing policy.  A l ist of pol icy  recommendations w i l l  be drawn up and 
presented t o  t h e  Project  Advisory Board f o r  its considera t ion .  The Project  
Advisory Board w i l l  review these  recommendations and present  them t o  t h e  
P ro jec t  Direc tor  and Ministry of Health. 



9. CONDITIONS AND COVENANTS 

Conditions Precedent 

P r i o r  t o  di!jbursement of any funds t o  f inance the  l o c a l  currency c o s t s  
of procurement of  goods and s e r v i c e s  d i r e c t l y  by the  Cooperating Country, o r  
t o  the i ssuance  of any commitment documents with r e spec t  t h e r e t o ,  the  
Cooperating Country s h a l l ,  except  a s  A.I .D.  may otherwise agree  i n  wr i t ing ,  
provide evidence tha t :  

(1) t h e  P ro jec t  Management Unit (PMU) and Pro jec t  Implementation 
Off ices  ( ~ 1 0 ' s )  have been formally e s t ab l i shed ,  including a desc r ip t ion  
of t h e  pos i t ions  i n  each u n i t ,  a l i s t  of the  names of persons assigned 
on a fu l l - t ime b a s i s  t o  ~ u c h  p o s i t i o n s ,  and an o u t l i n e  of the  genera l  
r e s p o n s i b i l i t i e s  of such u n i t s  wi th  regard  t o  each major component of 
t h e  p ro jec t ;  and 

(2)  a f i r s t  yea r ' s  workplan f o r  t h e  PMU and each PIO. 

9.2 Specia l  Covenants 

(1) The Cooperating Country w i l l  develop a year ly  d e t a i l e d  
implementation p lan  f o r  tht,. p r o j e c t  which w i l l  described t h e  sequence of 
a c t i v i t i e s  t o  be undertaken i n  each f i s c a l  year. Unless otherwise agreed by 
A.I.D.,  t h e  implementation plan f o r  each year w i l l  be submitted t o  A.I.D. 
f o r  review and approval  p r i o r  t o  s t a r t  of t h e  year covered by t h e  plan. 

(2) I n  o rde r  t o  make g r e a t e r  r e sources  a v a i l a b l e  f o r  c h i l d  s u r v i v a l  
programs, t h e  Minis t ry  of Health and Bappenas w i l l  t ake  unto s e r i o u s  
cons idera t ion  and adopt,  a s  appropr ia t e ,  t h e  pol icy  recommendations which 
r e s u l t  from t h e  re sea rch  and demonstration a c t i v i t i e s  t h a t  a r e  c e n t r a l  t o  
t h e  p ro jec t .  

(3)  The Cooperating Country w i l l  ag ree  t h a t ,  by the  end of t h e  
p ro jec t ,  it w i l l  i nc rease  government expenditures f o r  c h i l d  s u r v i v a l  
programs by 35 percent  i n  real terms over t h e  IFY87 pub l i c  s e c t o r  c h i l d  
su rv iva l  program expenditure l e v e l .  

(4) The C ~ o p e r a t i n g  Country s h a l l  covenant t o  formally e s t a b l i s h  a 
Health Financing and Policy Analysis Unit wi th in  t h e  Bureau of Planning, 
Ministry of Health, wi th in  one year  of t h e  d a t e  of s igna tu re  of t h e  p ro jec t  
grant  agreement, unless  otherwise agreed by A.I.D. 

(5) The Cooperating Country w i l l  agree  t o  grant  exemptions from 
e x i s t i n g  government r egu la t ions  and s tandard  procedures t o  t h e  e x t e n t  
necessary t o  c a r r y  out  the  p i l o t  a c t i v i t i e s  and l a r g e  s c a l e  demonstrations 
plannea under t h e  p ro jec t .  

(6) The Cooperathg Country w i l l  covenant t o  provide s u f f i c i e n t  funds 
t o  maintain and supply equipment furnished through t h e  p ro jec t .  



Exr*pt f o r  tha writing of t h i e  Projac t  Paper t o  conform with the  
prescribed AID documentation syetam, the  deeign of t h l e  projec t  has bean 
undertaken by t h e  Indonesian Government. Three Task Forces, r ep resen t ing  
var ious  re levant  Direc tora tes  within the  Ministry of HedLth, wero convened 
t o  agree  on the  th ree  major p ro jec t  components and t o  deeign the  d e t a i l e d  
a c t i v i t i e s  t o  be undertaken i n  each. These Taui Forces were guided by t h e i r  
r e spec t ive  Director  Generals and by the  Secre tary  Genera11 f o r  Health. The 
Bureau of Planning served aa  the deuign e e c r e t a r i a t  and chief  l i a i e o n  u n i t  
wi th  USAID. 

Given t h a t  tho  p ro jec t  was designed i n  a  h ighly  ca l l abora t ive  manner 
and with maximum p a r t i c i p a t i o n  by both sen io r  and mid-'level o f f i c i a l s  wi th in  
t h e  Govenment of Indonesia, w e ' a n t i c i p a t e  no d i f f i c u l t i e s  i n  concluding an 
agreement as soon us t h i s  p ro jec t  is authorized.  

10.0 Environmental k a l v e l s  

During the  prepara t ion  of the  PID i t  was determined and approved by the  
Mission Director  t h a t  an I n i t i a l  Environmental Examination was not  requi red  
i n  accordance with 22 CFR Par t  216.2 ( c ) ( 2 ) ( v i i i )  and 216.3(a)( l) .  While 
the  HSF Pro jec t  has  changed s l i g h t l y  s i n c e  t h e  PID, i t  does not  have an  
e f f e c t  on t h e  n a t u r a l  o r  physica l  environment and i t  i s  a program involving 
n u t r i t i o n ,  hea l th  ca re  o r  populat ion and family planning s e r v i c e s  which does 
not  d i r e c t l y  a f f e c t  the  environment. Therefore,  it s t i l l  meets t h e  c r i t e r i a  
f o r  c a t e g o r i c a l  exclusion under 22 CFR P a r t  216.2 ( c ) ( 2 ) ( i )  and ( v i i i )  and 
no I n i t i a l  Environmental Examination, Environmental Assessment, o r  
Environmental Impact Analysis i s  required.  



ANNEXES 

PID Facesheet, AID/~pproval Cable, Miseiun Response Cable 

Project Logical Framework 

Request for Assistance 

Statutory Checklist 

Environmental Analysis 

Technical Analysis 

Financial .halysf s 

Economic Analysis 

Social Soundness Analysis 

Scopes of Work for Long-Term Advisors 

Detailed Financial Tables 

Waiver for Participant Training 



A e i a  Near East 1. C04 I1 ------.-.------ ----.-.----A. --------- 
6. ESTlhlATEI) FY OF AlJ'FI1ORl%h'l IOh'/O~LICr\TION/COhIPLETION 

- 
C Host Country -- 
D, Other Donorid . , I - 

--- T O T A L  *- 1 22 ,om 
8. PROPOSED BUDGET AID FUNDS ($000) - 

C. PRIMARY TECH. CODE D. lST FY 88 E LIFE OF  PROJECT - 
2. Lour 

- 
1. Grant 2 Lorn 1. G n n t  2 Loan 

510.- 560 5000 2000 10,000 3 ,  UUU 
(2) 

-- 

To create the experiential base and policy context needed to initiate 
and sustain the process of shifting greater GO1 resources toward child 
survival programs. r 

\- 1 I I I I I 
T O T A  L S  

9. SECONDARY TECHNICAL CODES (moiini.rn 6 code, o/J podiolu roc& 5000 
2000 

530 I 520 I I 1 .  I 

- 
IS. RESOURCES REQUIRED FOR PROJECT DEVELOPhlENT . . 

Joy Riggs-Perla, OPH Project Officer ' 
Thomas R. ~'Agnes, Consultant 
Dr. Paramita, MOH 

J 
Dr. E. Voulgaropoulos, Chief, OPH 
Reach Project , ~ ~ / ~ e a l t h  
PD&S Funds 

I 
10,000 5,000 

520 
11. SPECIAL COXCERNS CODES (moximum 7 codes of 4 bositiolu coch) 

/ 
14. 
ORIGIN.4TLYG 

OFFICE 
CLEAR4h'CE 

Signature b fll . I  15. DATE DOCUMENT kECEnrED CI 
James M. Anderson AID/&', OR FOR AIDI\V 30CU 

rille - -  MEirrTS, DATE OF  DISTRIBUTlOh' 
Date Signed 

Acting Director M;\! DD W 
lolr 10~718~7' 1 LUI DD W 

17. COhQIESTS 

19. ACTIOX REFERENCE k 20. ACTION DATE 

16. PROJECT DOCUllEST ACTlOx TAKEN 
S Suspended CA Conditionally Approved 0 A -  Approved DD r Decision Deferred 
D Disapproved 

Am IS30-2 (8-79) 
I lhLY 1 D; 1 3 -  

A iP 
I 

18. 
ACTION 

APPROVED 

BY 

Signature 

-- 



hIDBC ! ,  . 

X . Q ,  12255: N / A  
T . 1 3 S :  N i A  
S U B J Z C T :  EiXXLT? STZTOR Z I N h ! l i I N G  P R O J Z Z T  (197-3334) P I 9  
R 3 V  I3:v 

RE'S:  ( A )  JAKI1,YTb 1 7 1 7 a : ( 9 )  S T A T E  252143 

1, STIMMAXY : B ' U R ~ A U  P H O J X C T  i i O 1 l I S %  COPIMITTE3 ( ? t ( ~  ) RE'C 
N O V W B E X  17, 1 9 E 7  T O  R E V I 3 V  RZZ. A R 4 S P 9 t . i S 3  TO I S S U X S  
A N D  C G N C I R N S  D E S C R I i 3 3 3  R R F  B. 3 R C  R 3 C C ? W 7 N U E D  A F P 3 0 V A L  
AND A A / A i 4 3  A 1 P R O V Z 3  PYX P I D .  BUBHXO C 3 W S X I S  M I S S I O I  ON 
T 3 I S  I N N C V A T I V P  EXXS1MP:JT A I Y X D  AT I M P 3 O V I N ;  T E 3  
F I N X X C I A L  S U S T X I N A S I L I T Y  O F  C 3 I L D  SU37IVXL P S O G ~ A I Y S .  
EUXYAU A ? F R S C I A T 3 S  US A I D ' S  C L A F i I l I C A T I 3 N  ON EOY T H I S  
F B O J Z Z T  F I T S  W I T S I N  YCUii  NE'J DR.4r"T H 3 A L T 9  S S C T 0 9  C D S S  A N D  
Y 3 U R  E X T E t i S  I V 3  D 1 S C ; J S S I O N  O F  a % L A T S D  P 4 0 J E C T  I S S U E S .  W3 
D O ,  HOYEVZX, E X P E C T  T E X T  T i i 6  PP W I L L  C C N T S I N  M3hSU3A3LX 
P b R P O I i M A N C E  I N D I C X T O a S  802 E X T S C T Z D  2 T S C U 2 C Z  S H I F T S  FOfi 
C a I L D  S U S V I V A L  A N D  3'93 R B L A T Z D  P O L I C Y  S H I P T S *  WE AaS A L S O  
CO&C2BXED A 3 0 U T  T X 3  P I F E L I N Z  I M X I C A T I O # S  05' T X I S  NULTI- 
CSMPONEXT PBOJ73CT THAI! V I L L  L I 1 3 L Y  B3 S L O Y  D I S B U a S I Y S .  
OT33il I S S U E S  CP CONCZRN TO T 3 X  P B C  AXE NOTZD BZLGV 3'08 
USA 13's C C N S 1 D Y ' ; I I T I O K  IN Pa.G?'ARIE;Z FtIX P?. END SlWlASY.  

2. TSE PBC ILXOF!?IXN3EG A S F R O J A L ,  A M 9  T93 AA/AN;(: A P P Z G V T D  

EZ PTD. TI2 M I S S I O N  MAY N O J  P S O S E E D  ' Y I T ~  T 3 E  COP?LZTIC?N 
A N D  A T P Z O V A L  O P  T 3 3  PSOJ3C.T PAPSR A T  P O S Y .  

* 

3. TEE a U i 1 3 A U  A P P ~ A ' J D S  G O 1  AND USAID'S EBFOZTS hBD 
F O 3 Z S I G B T  I N  D E S I S F I N G  A P R O J E C T  T E A T  B R Z h X S  NEY G J O U N D  
T O  ENEiAXCE: T E E  LOKC-TSRM F I N A ~ C I A L  V I A E I L I I Y  O F  C E I L D  
S U R V I V A L  P R O G R A 3 S .  T 5 3  BUREAU A G X E E S  WITH TRE 
1 3 E N T I T I C A . T I O N  OF T E R $ B  T A 3 G E T  A R E A S  IN T Z B  C D S S  FOR 
P O L I C Y  REPORN IN T Z I  H E X L T i i  AKD POP'LTLATION S E C T 3 9 :  T i 3 3  
P R I V X T I Z P . T I O N  O F  AS Y A K S  FgNCT I O N S  A S  P O S S I 3 L . 8 ,  GR3AT3X 
P U 3 L I C  RZSOURC3 A L L O C ? , T I C N  T 3 ' i A S D S  C r i I L n  S U R ' J I ' J X L  

' :  P 3 0 G R X M S ,  AXD I XCi25ASZ3 O,DE'IATICh!XL E r " ? I C I E i $ C I 3 E  I N  
P U B L I C  EiXALTii A 8 D  F X h I L Y  PLAiI id1N.S Pa3GBAYS.  T O  T H S S  ."I 
E N D S ,  T 3 3  B U i t 3 4 U  V 3 L C O H E S  T E Z  T B A U S T  AXD D I R S C T I O N  OF TE5 - 
PROPOSSD P R O J S C T  AS h P C S I T I T E  I N I T I A T I V E  I& T H 3  EIA.LTi?  
F O L I C Y  D I A L Q G U S  !AT,ZVX, VE R 2 C O G t J I Z . 3  TEZ F 3 O J E C P  T O  BX !.IT 

-- I ? I ? C 3 ? 4 N T  G G I  D Z I F Z N  E X P S R I Y 3 N T  IN S Y S T 3 A I C  ST35CTJ39L 



A3JDSTKZldTS INTENDED TO IMPAOVZ TnE PEHEOEMAKCE OF TiiE 
BXALTH PAHKET 51 1 ; M H A N C I N Q  TEX INCkNTlVkS AND 
OPPORTUNf T I E S  W f  THIN TilE SAKE KARKET. WE ALSO APPLAUD 

6 POnR FROFOSAL TO USE PL 48@ T I T L L  I RESOUACES TO 
SUPPLRMZNT 410H CHILD SURVIVAL PROGRAMS VRILP THIS PhOJEC1 
5JfLDS A ,410PE SUSTAINASLP STHlTCTUR4L EASZ IN THE: EL'DC%T* 

6 
4 .  THZ PEC NOTED TnAT USAID HAS NQT Y2T IDENTfEIED 
A P P R O P ~ I A T E  PZRPORHANCE INDICATORS TO MEASURP FR93RESS 

b TOWARDS ACEIEVTNG POLICY OBJECTIVES. OP PARTICULAR 
1 4  LONCEHN IN THIS RSOARD I S  f4ONITORINQ TflE S R I F T S  OF 

R3SOUZCES. IN FAVOR OF CEILD SUilVIVAL PROGRAMS A S  WSLL A S  
INTb3MhSIhTE PR04RESS FADE TO$!ARDS T3ESE S E I F T S .  WE ALSO 
hCTfD TZAT TEE OUTPUTS HELATIM3 TO POSSIBLY S U B S T A N T I A L  
rCON0MIJ ( ~ r i D  TilEIiAPBUTIC) Z F F I C I E N C I E S  IN THE ~ A N X C E Y & K T  - 

C 7  CF FEARNACE'JTICALS IN P'JSLIC EEALTB ALSO LACK t4SASURXELE 
INDICXTOhS A N D  TAR3ETS. YE EXPECT TaLT SUCH INDICATORS 
CF STRUCTURAL CSkKGS KILL EE IDENTIFIED DURING 

c ?R2FliEhl'ION OP TEE 3P, ALONG .'r:ITR A CLEAX METEOPCLOSY O N ,  
-SOW SllCZ FSkPG2MGKCE X I 5 L  BE MOhITORED. l'85 BUhELU ALSO 
EXFECTS TEAT APPROPRIATE EVALUATION PLAKS FOR MID-C03RSE 

c f UIXM OF 3FiOC3,ESS WILL BE CLZARLY F O R K U L A T E D .  . RE3ULAR 
- T,OKITilBIKG EEVIEVS OF PEBFOBMANCE IKDICATORS # I L L  ALSO BE 

IfiPGaTkNT. WE ASSUME TKAT SHOULD ADEQUATE FERFGRYANCE 
6 TOh'tRDS ACHIEVING OBJSCTIVES NOT BE A C E I U E D  AT S P T C I F I E D  

INTEZVALS DURING TEE L I F E  OF THE PROJECT, TEE MISSION AhD 
CCI WILL DISCUSS EXVISION OF TEE PROJ3CT AS APFROPXIATE* e 
5. PROPI THZ POIKT OF VIEW OF !4IhZRlZINC PIPELINX LNVELS, 
T2E EUfi3AU COltSIGZRS IT DXSIRXSLE TO PROVIDE A S E H S I E L 3  

C CJOTE EBEAK UHOUC?E IK PSCJECT PKASING, FOR EXAt"iPL3, 
BPTXEEN AN I K I T I A L  2-3 YEAR PERIOD CF 

C ~ N ~ Y S I S / C L ~ O I ~ S T R ~ T I @ N  Ah'D A LATER ONE OF APPLYING TBESE 
- RCSGLTS TO IE^,PROY ING PUBLIC ECSPITAL EFFICIENCY, 

- r e  . r r r . r  rl'! -.-a- - 1 - 7  r"P.ifiGZ2'u'Ti CAL K 6  l&SZ;/rZfiT A H 2  Ecrrrriuaru~ ur E a n ~ r s  bnnb 
PItiLKCiHS SCEEEES . hZ BELIEVE OELIGATICI4 LEV3LS SE3ULD 
N I T  6 X C 2 Z D  TZE FUN31 NC H30OIHZ!4ENTS W K I C H  TEE FIbiANCIAL 
FLhN OE TEE P? J U S T I F I E S  FGH '2'61s I N I T I h L  FXRIGD ( S h y  NO 

C PL!BS TiAN DOLS 7-8 M I L L I O N )  A N D  TEAT A N  TVLLUATICN OF 
I h I S I h L  b C T I V I T I Z S  bNC GGI COXYITKENT TO GPPLYINS 
XVhLU!TIGS hZSULTS SEGULD BE REQEIXED REPOF!E OBLXCATING 

C b 3 9 I Y I C F A L  FUK3S. EWZVXZ,  I F  AT A E Y  TIME I T  CAN RE 
SEOLR TEAT ;GI REkZIN7ES TO 3hChDLY IYPLEMENT STfiUCTUhAL 
C3kWGZ IN TEE EELZTH SECTOF? 3 S  PROCESDING FASTER TABN 

C tr N ' I I C I F ~ . F ~ I ~ ,  TEEN CELIZhTICN L E W L S  CO'JLD BE ACCELEBATED 
- CCYE?ff:S?!Eh1ELY T C  SCFPOHT SUCa CA15NGgS ., KE Ah'TICIPbTE 

m r  -3r.T ?EJ FP FINXKCILL P L A l  VILL PROVIDS AN hFPRC?EIATE 
TShNBKGTiti C G N S l  STSST K I T E  FHUGElsT FINkRZI  hL '"IbNASSMEh'T 
RtdD E'bk SfCTIGN €11 A ZCNCZZRS. 



C 
CONS11:C'ilATYON I N  F I N h L I 2 I N O  TflY P P  ARE TBG FCLLOYI NG: 

A )  #EAT IS  THE ROLE ilAICB THE PRIVATE SBCTOA PLAYS IN 
" THE P9OCURkMMT, ~ A R K R T I N C ,  WEiOLESAtE A N D  R E T A I L  SALES Ob' 

P?AF,I?4CXTICALS? A STUDY TO XXPLORE T H E  PUBLI C-PA f V A T 6  
0 L I N d G s S  IN ThIS RPJAHD WAS SUGOPSTED AS BEING I t l C R L Y  

BCNEllICIAL, TO THE OBJGCTIVES C F  THE PROJECT. 

0 8) BOX WILL GO1 ENCOURAGE PUBLIC HOSPITALS TO MOVE 
TOWARD PRIVATIZATION OF FUNCTICNS APPROPRIATELY MANAGED 
Y I T a I N  T H X  PRIVATE SECTOR? FOR EXAMPLE, ARE THZRE 

C GPPOKTUIITIES TO CONTRACT CUT CATBRIlG OR EGUSEK2EPIWC. 
OYBRATICNS A S  A WhT TO IMPRGVE PUBLIC EOSFITAL I 

P 3 9 I C I X C I E S ?  
(7 

@ c Vfi.sT I S  TXB AMOUMT, rlV.4ILASILITY AND POTPKTIAL 
SOliitC5S CE CAFITAL TSAT WILL BP RECUIRED FOX 

0 1:STAiLISBMLkT AND EXPANSION 0 1  PRIVATE HEALTH CARE 
FINhhCIt iG FLANS? W3AT I S  THE LILELISOCD TEAT THE 

/-. B3ZUL.kTCRY I",GCEkRISM TO BE ESTkaL I S ~ E D  WILL PER?IIT 
P A ~ T I C ~ F A T I C N  OF EXISTING INSUR4NCE INSTITUTIOi<S AND 
IKV3SSTKZNT CF SU!??LUS 'JEALTH PLAN FUNDS IN F R I V A T E  SEICTCR? 

C D) C ~ Y  F U B L I C  E M F L C Y ~ ~  HEALTE PLANS EE V E A N E D  FBOY 
POGLIC EOSPITAL SUBSIDY AND PL9CED ON A EOUPL FOOTING 
YITA PRIVATE PLANS EY 55ING CSARGED ON A FULL 

0 FXE-FOR-S1.1FICE i3bSIS?  TO WEhT EXTENT C A N  PUELIC - . -  IWLOYYBS' EF:ALTd NEEDS 33 YET TSROUGH PRIVATE INSUEiASCE 
FLANB P YE1 TZEEAD 
P T  
#m?a 
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a n  * - "NQR:.\i;*.,iG ,32;2>- 
Sn'FJECT: EFALTH SSCTOR Fl'NI\.#C Il!G PP,C)J'ECT ( 43'74354, )  

: ( A ' )  ,a? S T 4 T Z  389770; (B) A'CTIDN tlEYO?lAND'JM TO 
A A / A N F  O N  SUBJECT P I 9  

1. MISSION Ci)"lPLETE3 THE EXECUTTV'E COMMITTEP REVTFY 0" 
SUPJFCT P ?  O N  JANUASY 19 AN9 APPBOVZT THE P P  AND 
AtlTEOBIZED TEE PROJFCT ON TFSRU4SY 9. COPTFS OF TEE 'Ii? 
TNGSUPING T 9 Z  ANNETFS WILL EP POUCEE3 T3 A I D / W  AS SOON A S  
P O S S I B L Z .  WE WILL CABLE !.PVICP WHSN SENT. 

, 2. TFrl PU9POSE O U R I S  CAB13 I S  TO RESPOFID TC! THE ISSVES 
' E A I S E C  EY AID/W IN REFTPL A P4R.4SR4PllS 2 ,  5 b.ND 6 A N D  TO 

FT?L!-IN EOY THEY WERE HANDLED IN T 8 5  ?Po 

- . APFROPRIATE PSRFOFVANCE INDICAT3RS:.  TUF.ING TBF: 
CO!JRSE OF TEP P?  DESIGN,  S f  E C I F I C  PZRFQRYANCE INDICATORS 
W R S  DTVEL3PPD AND AGREED 3PON B Y  USAID AND T9E G O I .  T 9 3  
P 9 0 J 9 C T  OUTP'JTS,  I N D I C ~ T O R S  OF P S O S o F S S  A N D  BENCFI?lAF.!CS 
TO? EACH OF TH2 PROJECT COHPONENTS AEE LISTED IN TEE 
EONITCRINC AND FVALUATIOfi PLAN 33' TEE PP.  AT T9E PROJSCT 
PVRP3SE LEVEL,  BASED ON CGTA!LZD F I N b N C I A t  AND ECONOMIC 
FNALSSES, A 35 PERCENT E E b L  INCREASE IN CHILD SURVIVAL 
S?ENDINC BY TBS MOE EAS BEFN ESTABLISSED A S  TBE TA9GST. 
!.S A RESULT OF T E P  EXECUTIVE 20?lf?ITTE!3 REYIFW, 
INVERMEDIATE INDICATOSS TO 3EISURS PSOGRESS TOWABD 
AC!?ITVING T E I S  RESO'iTRCE S H I T T  YERE YSS3TIATED A N D  ART 
FXPLAINFD IN D E T I I 5  IN THE P?. 

USAID' I S  ALSO CilRRBNTlT RECRUITING A FULL TIYE: H E l l T B  

F?IS/EEB DUTIES WILL UE MONITORING THE RESOURCZ 
EFALLOCATION PROGRESS OK THE HSF PROJECT A N D  ADVISIb!G % 
I F  TEE R O E  I S  NOT LIVING UP TO I T S  EVD OF T S I S  BARSAIN- 
IF A? 4 N Y  P 3 1 N T  3URIMS PROJECT IMPLSYENTATION BUT 
FSPYCI  P.LLY AFTSB THE F I R S T  YAJCS EV9 LUATION SCAEDULED "3 
1991, TET PROJECT I S  NOT ACHIEVING T9T RESOURCE 
RFbLLOCI.TION T A X T T S ,  A RESTSUCTV2ING OF TEE PSOJECT # I L L  
PP COYSIDEBED Ca A DISCOVTINUhTION I F  Y9RRANTED. 

- B.  P I ? E Z I N E  LXVELS ANL! PROJ9CT P H 4 S I Y 3 :  T 9 E  
H I S S I O N  IS PLANNING ON OBLISATING D3LS. 5.1 MILLION I N  F? 



UNCLASSITIED JARASTA 1886/@1 

P e  W R Z C E  WILL BE COYMITTED IN T H E  F I R S T  19-YOt-!Tf?S OF THE 
PSOJECT.  W F '  WOULD EXPECT T O  BQINQ THIS UP TO D O L S .  9 
M I L L I O N  17 1991 TO MEET REQUIREMENTS IINTIL THE F I R S T  
EVALUATIO,EI. EVEIiy EFFORT 9AS REPN TAPEN TO EXPEDITE 
E7PBNDSTURES IN TPF PROJECT kND A V O I D  ANY "COWNTIYE" 
AFTER T ~ E  I N I T I A L  O B L I G A T I O N .  THE YOU I S  C U ~ E N T L Y  Wrn 
OQS-4NIZED TO BFGIN IYPLEYRNTATION AND IN FACT EAVE BEFN 
IPPATIFNTfiY AWAIT1N"USAID IPPROVAL OF T x E  PROJECT. TRR 
PBOJYCT G4AfJT hGREEMENT I S  BEING DRAFTED A N D  WILL SOON BE 
r l v A ? T D  TER3UCH TEE MISSION.  THE FIRST PIO/T  FOB TEE 
SOKTk.4CT HAS RE3N DRAFTED AKD I S  AWAITINS SISNATURE 09 
V F F  P90AG. LPTTESS TO YEET T 3 F I R S T  CONDITION PRECFDEYT 
A W  DSAFTED A N D  YAITINS THE P If OAS R O B  SISNATURE. 

OPLIGATION OF VJNPS BF'YOVD TEE DOLS. 9 YlLLION I S  
- SC'PEDTtLEI! FOR IY 32 !.FTES THE F I R S T  MAJ3R PROJECT 

FVk;LUATION. IN TKAT SENSP,  TEE PR33FCT I S  PEASED. TEFRE 
I S  N O  PHASING, BOWEVER, OF l'HE PROJECT IN TEE MANNER - SVCCESTED IN PEF E, I . E . ,  INTO A RESEARCH A N D  
pWONSTRATIOY PHASE AND A WIDESPREAD APPLICATION PRASE. 
T F I S  SUG4ESTI3N I S  INAPPROPRIATE G I V T N  TEB FAST TEAT TEE - FNTI!?? PROJECT I S  IN F-4CT A RESEARCH AND DEVELOPMPNT 
FPFOPT. THF ULTIYATE OUTCOMES ARE CEkNSES Iii POLICY 
WIcH SET T E E  STAGE FOR STRUCTUSAL REFORYS IK TEE 
OSG!YIZA?ION Af4D VIN.4NCING OF THE HFALTF CARE STSTEY' 
TTERT I S  N O  NATIONAL 2EPLICATION PHASE FINANCE9 R Y  THIS 
PQOJTCT NOR I S  SUCH PIYANCING NFCESSARY. THE SCEEDULIN: 
OF A C T I V I T I E S  WITHIN EACH COMPONENT FOLL3Y A PATTERN OF 
SFGINKING WITH ANALYTICAL/DIASNOSTIC STEPS FOLLOYED 3 Y  
PILOT T E S T I N S / D P M O N S T R A T I O N  EFFORTS. HDWFVER THF T Y N G  
I S  D I P F E u F K T  FOR EACH COMPONENT. THESE IS NO NATJRA. 
WPAKPOINT AT hfKICH TO DIVIDE TBE PROJECT. DETAILED 
Y?DGSTS EAVE BEEN WOSKED OUT B Y  THE M09 DESI3Y COMMITTEE 
IN COLLAEOEATION VITH USAID STAFF BASED ON TEE ACTIVITIES 
I N  EhCB COV'GNENT. USA13 DO35 NOT f F f L  THAT TRBRF A9E 
A N Y  FAA b?CTlON 611A CONCERNS REMAINING. - C .  I M P ~ R M A T I O N  RE~ARDIN: THE F 0 3 B  ADDITIONAL ISSUES 
IV PbXh 6 OF EEFTEL I S  AS FOLL3WS: 

- - FUNDS kR9 ALREADY INCLOCED IN TEE PEARMACEUTICAL 
COP?PONFNT TO EIPLOSE TEE ROLE OF T E 3  PRIVATE DRUG SECTOR 
Y I T E .  RESPECT TO IMFROVING EFFICIENCY AND CEILD SUSVIVAL 
IMPACT UP G O 1  EXPENDITUBESc 
RT 

if1895 
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- - ' . V A L Y S I S  OF TEE FUNCTIONS O w  PUBLIC HOSPITALS 
VT!XCX CCIILD BE COgTRACTED OUT T3 PRIVATE I N S T I T U T I O N S  TO 
tNf'RFA5E ETFTCIENCY WILL BE PART OT TEE D I 4 3 V O S T I C  S T E P  
I N  THY P I L O T  AREAS AS DESCRIFED IN THE BOSPITAL SECTOR 
RYFORY COMPONENT OF THE PBOJTCT.  TEE PROJ3CT WILL WORT 
W O  Cl.\NCZ POLICIFS WFIICH A,FFECT EOSPITAL E F F I C I S N C T  FROP 
TBE FINANCIA% POINT OF V I S W  IN ORDER TO ENSURZ REDUCaED 
OCBTRNVFNT S t F N D I N G  IN T f l I S  SECTCR. F R 3 J E C T  FUNDS WILL 
NOT BE USED TO TRY TO IMPROVE HOSPITAL CATERING O R  
~ O U S E S S P P I N O  OPERdTIONS DIRSCTLT.  

- - THX QUTSTION OF ACCESS TO CAPITAL FOR 
T S T A B I T S H I N G  AND FSPAEDING INSURANC'E SCBEMES I S  AN ISSIX3 
WRICB U S h I D  BAS IEEN DISCUSSING WITH PRE BUREAU. THF PP 
DESCRIBZT HOW THE PROJECT WILL HELP YROIER ACCSSS TO 
CAPIT-41 TH93UCU THE ?RE BUREAU'S PRIVATE XNTE'IIPRI5E 
DFVELOP?IENT SFXVICES (PXDS)  PROJECT A N D  USRID'S PROPOSFD 
Ff NANCTAL MABEETS PROJXCT, TXISTING PRE LOAN GUARANTEE ' 

T4CILTTISS 1N JAKA3TA WTXL &IS0 BE TAbPED AS REQUIRED- 
F09 VANY I N S T I T U T I O N S ,  ClIPITlZ WfZE NOT BE A PROBLEM ' 

(INSTRANCE TZEMS, P L A N T A T I O N S ,  LAEGF CORPORATIONS) .  YP 
, \ N T I C I P b T E  TSAT I T  MIGKT B? AN I S S U E  FOR SMALLER 
SNTiIEPRPNFPRS LIKE P S Y S I C I A N S  I N  GR3UP PRACTICES 3R 
FYAZLZR COMPANIES A N D  COOPS . 
- - THE ?3OJECT WILL BE EXPERZYENTING WITH YEAT I S  
SUGSTSTEC IN TBE FIYAL PARASRAPB OF R'SFTEL. FOR EXISTING 
GOVERNMENT HEALTH INSURANCE SCBSMZS, T 9 E  PROSXC? X I L L  

! DEVFLOP AND TEST ALTXRNAT~YXS VHICE ACCESS PRIVATE 
PSACTITIONFRS INSTSAD OF PUBLIC F A C I L I T I E S  a CONSUMER 
DISSATISFACTION WITE T E S  PUESIC F A C I L I T I E S  IS  WELL 
D O C U ~ N T E D  A Y  D R E C O G N I Z E D  BK T H E  S ~ H E Y E  A ~ M I N  I S T R X T O R S  
WHO ART, SAGER TO TEST TiIE ALTERNATIVES. TECKNICAL 
E S S I S T A N C E  FROM THE PROJECT WILL BE USED TO PLAN T R E S E  
CHP-NGES. YOLFOWITZ 
PT 
#I996 
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PROJECT LOGICAL FRAMEWORK ANNEX B 
Eloluation 
for P a i d ;  

PROJECT L W C A L  FRAMEWRX 
-- 

HEALTH SECTOR FINANCING PROJECP 497-0354 Proioct Title: - 
Program or Sector Goal: 

To reduce f e r t i l i t y  and i n f an t  and 
chl id  mortality.  

Project P u ~ ~ o s e :  

To develop the i n s t i t u t i o n a i  and policy 
context needed t o  ensure the f inanc ia l  
sus ta inabi l i ty  of chi ld survival  programs. 

Outputs: - Prol i fe ra t ion  of soc i a l i y  financed 
heal th Insurance programs. - Program and policy reforms i n s t i t u t ed  
i n  the hosp i ta l  sector.  - Drug sec tor  r e f o m s  in s t i t u t ed  t o  
increase chi ld surv iva l  proram impact. - W I  capacity developed f o r  heal th  
sector  financing and policy analysis.  

Inputs: ($000) 

Technical Assistance 5 , 8 U  
Coamodi t i e s  860 
Studies/~emos 3,950 . 
Training I, 555 
Local cos t s  1,550 
Contingency 1,270 

15,000 
-nw-  

OBJECTIVELY VERiFlABLE INDICATORS -- 
Moaruror of Goal Achiovmmat: 

Xeductioa i n  f e r t i l i t y  and infan t  
and ch i ld  mortal i ty  ra tes .  

Condihns Expected at End of Proiect: 

A 35% increase i n  t o t a l  government 
spending on chiJd survival  programs. 

Mapnitvds of Ovtpvts: - Ten viable ,  self-financing soc i a l  
insurance schemea in  operation by 
1995. - Pol ic ies  adopted t o  decrease GO1 
subsidy t o  public hospi tals .  - Pol ic ies  and procedures in placc 
t o  increase chi ld surv iva l  impact 
of GO1 expenditures on drugs. - A data  base and ana ly t ica l  capacitj  
needed by MDR policy makers t o  
make r a t i ona l  a l loca t ive  decisions. 

Implccnentotim Schedule (Torget Dotes): 

Act iv i ty  
Sign Prcject  Agreement 
TA Contract signed 6/88 
Hospital diagnost ic  

phase complete 3/89 
Focussed drug assessment 

complete 3/90 
MlKH l eg i s l a t i on  in place 7/90 
F ina l  evaluation 2/95 

- an increase in use of chi ld survival  
services  w i l l  reduce infant  and ch i ld  
m r t a l i t y  . 

- The G@I vill continue t o  be rec ip t ive  
t o  making policy and program changes 
based on evidence generated by the 
project  t o  do so. 

- The GO1 vill continue t o  favor a 
p l u r a l i s t i c  heal th  system. 

- E c o n d c  conditions vill renain s tab le ,  
making consumer part ic ipat ion h 
financing heal th care feasible .  - Other min is t r ies  w i l l  support HOil 
policy changes f o r  cost  recovesy f o r  
hospi tals  and heal th care f i n s a d n g  
schemes. 

- ~ ~ p r o p r i a t e l ~  qual i f ied TA w i l l  be 
available.  - Suitable candidates f o r  t ra ining w i l l .  
be available.  - A loca l  i n s t i t u t i on  can be idenfif ied 
t o  help with project  administration. 

- Project  wahatloas. 

- Budget dllocarfcxt trends. 

- Project evalnaticas. 

- Project  Poaitoring a d  ffsl 
observatian. -. 

- Project  d a c t a t L a p .  - Evfdence of t r a h i q  
TA cos t rac t s ,  etc.  



ANNEX C 

MINISTER OP HKALTH 
R6PUBLlC O f  lNOONf!SlA 

Nr : 126/Menkes/I I/1988 

Re : Health Sector Financing 

Project .  

Jakarta, February 24, 1988 

M r .  David M e r r i l l  

D i rec to r  USAID Mission 

c/o American Embassy 

J1. Medan Merdeka Sel atan 3-5 

JAKARTA. 

Dear M r .  Me r r i l  1  . 
The purpose o f  t h i s  l e t t e r  i s  t o  request a  grant  o f  up t o  15 m i l l i o n  

Uni ted States Do1 l a r s  (US $ 15.0 m i l  1  ion)  f o r  the Health Sector F i  - 
nancing Pro jec t  which we have developed i n  co l laborat ion w i t h  USAID. 

The Government o f  Indonesia and other local  orga'nizat.ibns wi.11 .contr.i bute 
the Rupiah equ iva lent  o f  US $ 5.515 m i l l i o n  i n  cash and i n  k ind  t o  

support t h i s  p ro j ec t  through the per iod ending i n  March o f  1995. 

The purpose o f  the Health Sector Financing Pro jec t  i s  t o  develop the 

i n s t i t u t i o n a l  and pol i c y  context needed t o  ensure the f i nanc ia l  

susta inab i l  i t y  o f  c h i l d  surv ival  programs. The p ro j ec t  w i l l  help 

.support the M i n i s t r y  o f  Heal th 's  e f f o r t s  dur ing the next  sevenye6i.s 

t o  improve e f f i c i e n c y  and cost  recovery o f  government services and 

r e d i r e c t  savings t o  increase support f o r  chi1 d  surv iva l  programs. 

The outputs of the pro jec ts  are : 

(1 )  A system f o r  improved management and s t ruc tu ra l  changes i n  

government hosp i ta l  s  resul t i n g  i n  greater operat ional e f f ic iency,  

improved cost  :recovery, and 1  ess government subsidy t o  hospi ta l  s. 

( 2 )  Modi f icat ions i n  pharmaceutical management and d i s t r i b u t i o n  

which resu l  t i n  improved e f f ic iency,  greater  therapeutic benef i t ,  

and more resources f o r  essent ia l  drugs which impact on c h i l d  

su rv i va l .  

(3 )  Development o f  heal t h  insurance schemes which adhere t o  the 

p r i nc i p l es  o f  DUKM. 
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REPUBLIC OF INDONESIA 

( 4 )  Devel opmen t o f  heal t h  f inanc ing  and pol  i c y  anal ys i s capaci t y  
w i t h i n  the Bureau of Planning o f  t h 2  M i n i s t r y  o f  Heal t h .  

The p r o j e c t  w i l l  be implemented by the M i n i s t r y  of Health. , 

We look forward t o  your favorable cons idera t ion  f o r  this request .  

~ i n i s t e r l o f  Heal t h  Republ i c  
o f  Indonesia. 



Health Sect o r  Financing Projec t  
Project  No. 497-0354 

ANNEX R 

SC(3.1 - OUNTRY CHECKLIST 

Lis ted  below a re  s t a t u t o r y  c r i t e r i a  
appl icable  to:  (A) FAA funds gener3 l ly ;  
(B) (1) Dtvalopment Aseietance funds only; 
of (B)(2) t h e  Economic Support fund only. 

A. GENERAL (XITERIA FOR CDUN'I'KI kL1I;lBLLLTY 

1. FY 1988 Continuing Resolut ion Sec. 
526. Has the  President  c e r t i f i e d  - 
t o  t h e  Congrese t h a t  t h e  
government of t h e  r e c i p i e n t  
country i e  f a i l i n g  t o  t ake  
adequate measures t o  prevent  
na rco t i c  drugs o r  o the r  c o n t r o l l e d  
substances which a r e  c u l t i v a t e d ,  
produced o r  processed i l l i c i t l y ,  
i n  whole o r  i n  pa r t ,  i n  such 
ZO.G iit ..-'-"-'e-" ..L--..-L 

rrauoyvr r s u  LIILUUC~LI 

such country, from being s o l d  
i l l e g a l l y  within t h e  j u r i e d i c t i o n  
of such country t o  United S t a t e s  
Government pereonnel o r  t h e i r  
dependents o r  from e n t e r i n g  t h e  
United S t a t e s  unlawfully? 

FAA Sec. 481(h). (This provis ion  
a p p l i e s  t o  a s s i s t ance  of any kind 
provided by g ran t ,  s a l e ,  loan,  
l ease ,  c r e d i t ,  guaranty, o r  
insurance,  except a s s i s t a n c e  from 
the  Child Survival  Fund o r  
r e l a t i n g  t o  i n t e r n a t i o n a l  
n a r c o t i c s  cont ro l ,  d i s a s t e r  and 
refugee r e l i e f ,  o r  t h e  provis ion  
of food or medicine.) I f  t h e  
r e c i p i e n t  is a "major i l l i c i t  drug 
producing country" (defined a s  a 
country producing during a f i s c a l  
year  a t  l e a s t  f i v e  me t r i c  tons  of 
opium o r  500 metric  tons  of coca 
o r  marijuana) o r  a "major 
drug-t r a n s i t  country" (defined a s  
a country t h a t  is  a s i g n i f i c a n t  
d i r e c t  source of i l l i c i t  drugs 
s i g n i f i c a n t l y  a f f e c t i n g  t h e  United 
S t a t e s ,  through which such drugs 
a r e  t ransported,  o r  through which 

No. 



eignificant aums of drug-related 
profite are laundered with tho 
knowledge or complicity of the 
government), hao the President in 
the March 1 International 
Narcotic8 Control Strategy Report 
(INSl%) detarmined and certified 
to tle Congress (without 
Congceesional enactment, within 30 
daye of continuous seseion, of a 
resolution disapproving euch a 
certification), or ha8 the 
President determined and certified 
to the Congress on any other date 
(with enactment by Congress of a 
reaolution approving such 
certification), that (a) during 
the previous year the country has 
cooperated fully with the United 
States or taken adequate steps on 
its own to prevent illicit drugs 
produced or proceosed in or 
transported through such country 
from being transported into the 
United States, and to prevent and 
punish drug profit laundering in 
the country, or that (b) the vital 
national interests of the United 
States require the provision of 
such assistance? 

3. Drug Act Sec. 2013. (This section 
applies to the same categories of 
assistance subject to the 
restrictions in FAA Sec, 481(h), 
above.) If recipient country is a 
'major illicit drug producing 
countrym or 'major drug-transit 
countrym (as defined for the 
purpose of FAA Sec. 481(h)), has 
the President submitted a report 
to a Congress listing such country 
as one ( a )  which, as a matter of 
government policy, encourages or 
facilitates the production or 
distribution of illicit drugs; 
i b )  in which any senior official 
of the government engages in, 
encourages, or facilities tha 
production or distribution of 
illegal drugs; (c) in which any 
member of a U.S. Government agency 
has suffered or been threatened 

(a) Yes. 

(a) No. 

(b) No. 

(c) No. 



with violance inflicted by or with 
the complicity o!! any goveenmont 
officer1 or ( d l  which fails to 
provide roaeonable cooperation to 
lawful activitiee of U.8. drug 
onforcemen agents, unlesa the 
President has provided t h * ~  
required certification t.1, Congress 
pertaining to U.S. national 
intereete and the drug control and 
criminal prosecution efforte of 
that country? 

4 .  FAA Sec. 620(c). If assistance is 
to a government, is the government 
liable as debtor or unconditional 
guarantor on any debt to a U.S. 
citizen for goods or services 
furnished or ordered where (a) 
such citizen has exhausted 
available legal remedies and (b) 
the debt is not denied or 
contested by such government? 

5. FAA Sec. 620(e)(l). If assistance 
is to a a government, has it 
(including any government agencies 
or subdivisions) taken any action 
which has the effect of 
nationalizing, expropriating, or 
otherwise seizing ownership or 
control of property of U.S. 
citizens or entities beneficially 
owned by them without taking steps 
to discharge its obligations 
toward such citizens or entities? 

6. FAA Secs. 620(a), 62O(f ), G20~; 
FY 1988 Continuing resolution 
Secs. 512, 554. Is recipient 
country a Communist country? If 
so, has the PResident determined 
that assistance to the country is 
important to the national 
interests of the United States? 
Will assistance be provided to 
Angola, Cambodia, Cuba, Iraq, 
Syria, Vietnam, Libya, or South 
Yemen? WIll assistance be 
provided to Afghanistan without a 
certification? 

(d) No. 

(a) No. 

(b) No. 

No. 

No, 

N/A. 

No. 

No. 



FAA Sec. 620( llao t h e  country 
permitted, or i l e d  t o  take 
adequate meaeurae t o  prevent , 
damage or  des t ruc t ion  by mob 
ac t ion  of U.9, property? 

FAA Sec. 62O(l). Haa tho  country 
f a i l e d  to  en te r  i n t o  an investment 
guaranty agreement with OPIC? 

FAA Sec. 620(0); Fishermen's 
P ro tec t ive  Act of 1967 (ae  
amended) Sec. 5. (a) Hae the  
country seized,  o r  imposed any 
penal ty  o r  sanction aga ins t ,  any 
U.S. f i sh ing  vesse l  because of 
f i s h i n g  a c t i v i t i e s  i n  
i n t e r n a t i o n a l  waters? (b) If so,  
has any deduction required by t h e  
Fishermen's P ro tec t ive  Act been 
made? 

10. FAA Sec. 62C;q); FY 1988 
Continuing Resolution Sec. 518. 
(a)  Has t h e  government of t h e  
r ec ip ien t  co in t ry  been i n  d e f a u l t  
f o r  more than s i x  months on 
i n t e r e s t  or  p r i n c i p a l  of any loan  
t o  t h e  country under t h e  FAA? (b) 
Has t h e  country been i n  d e f a u l t  
f o r  more than one year on i n t e r e s t  
o r  p r i n c i p a l  on any U.S. loan 
under a program f o r  which t h e  FY 
1987 Continuing Resolut ion 
appropr ia t e s  f unds? 

11. - FAA Sec. 620(s). I f  contemplated 
ass i s t ance  i e  development loan  o r  
from Economic Support Fund, has  
t h e  Administrator taken i n t o  
account t h e  percent of t h e  
country 's  budget and amount of t h e  
country's fo re ign  exchange or 
other resources spent .on m i l i t a r y  
equipment? (Reference may be made 
t o  t h e  annual "Taking I n t o  
Consideration" memo: "Yes, taken 
i n t o  account by t h e  Administrator 
at time of approval of Agency 
OYB," This approval by t h e  
Administrator of t h e  Opera t ional  
Year budget can be t h e  basis f o r  
an a f f i rma t ive  answer dur ing  t h e  
f i s c a l  year unless s i g n i f i c a n t  
changes i n  circumstances occur. ) 

No. 

Indonoeia hae an Investment 
Guarantee Bilateral  w i t h  the 
U. S. w h i c h  entered i n t o  fo rce  
January 7 ,  1967 (TIAS 6330). 

(a)  No. 

(b) N / A .  

(a) No. 

(b) No. 

N/A. 



12. & 8e6. 620(tk llaa the country 
severed diplomatic relatione with 
the United Rtatea? Lf oo, have 
relatione been reoumed and have 
new bilateral assistance 
agreements been negotiated and 
entered into eince euch resumption? 

13. - FAA Sec. 620(uk What is the 
payment status of the country's 
U.N. obligatiorrs? If the country 
is in arrears, were euch 
arrearage8 taken into account by 
the A.I.D. Administrator in 
determining the current A.I.D. 
Operating Year Budget7 (Reference 
may be made to the Taking into 
Consideration memo.) 

14. FAA Sec. 620A; FY 1988 Continuing 
Resolut i CAI Sec. 576. Has the 
presideit determi~,?d that the 
recipient country grants sanctuary 
from prosecution to any individual 
or group which has committed an 
act of international terrorism or 
otherwise supports international 
terror ism? 

15. ISDCA of 1985 Sec. 5523b). Has 
the Secretary of State determined 
that the country is a high 
terrorist threat country after the 
Secretary of Transportation has 
determined, pursuant to section 
1115(e)(2) of the Federal Aviation 
Act of 1958, that an airport in 
the country does not maintain and 
administer effective security 
measures? 

16. FAA Sec. 666(bI. Does the country 
object, on the basis of race, 
religion, national origin or sex, 
to the presence of any officer or 
employee of the U.S. who is 
present in such country to carry 
out economic development programs 
under the FAA? 

No. 

Indonesia's U.N. Payments etatus 
waa taken into consideration by 
the Adminiattator in determining 
the IT88 OYB. 

No. 

No. 

No. 



. Iv / .  ---.-d-..=&-,-L FAA Bece. 669 670 Ha8 the 
country, after Auguek 3, 1977, 
delivered to any other aountry or 
teaeived nualear enrichment or 
reproceooing equipment, materiala, 
or technology, without epeaified 
arrangements or eafeguarde, and 
without epecial certification by 
the Preeidsnt? tlae it traneferred 
a nuclear exploeive device to a 
non-nuclear weapon stat%, or if 
euch a state, either received or 
detonated a nuclear oxplo8ive 
device? (FAA Sec. 620E permits a 
epecial waiver of Sec. 669 for 
Pakistan.) 

1 .  FAA Sec. 670. If the country is a 
non-nuclear weapon state, has it, 
on or after August 8, 1985, 
exported (or attempted to export) 
illegally from the United States 
any material, equipment, or 
ta~iifioluyy which wouii contribute 
significantly to the ability of a 
country to manufacture a nuclear 
explosive device? No. 

No. 

No. 

19. ISDCA of 1981 Sec. 720. Was the 
country represented at the Meeting Indonesia was represented at the 
of Ministries of Foreign Affairs meeting. Its position regarding 
and Heads of Delegationfj of the the conununique was considered 
Non-Aligned Countries tn the 36th by the Administrator at the time 
General Assembly of the U.N. on of apprwal of the FY88 OYB. 
Sept. 25 and 28, 1981, and failed 
to disassociate itself from the 
communique issued? If 80, has the 
President taken it into account? 
(Reference may be made to the 
Taking into Consideration memo.) 

20. FY 1988 Continuing Resolution Sec. 
528. Ha8 the recipient country - 
been determined by the President 
to have engaged in a consistent 
pattern of opposition to the 
foreign policy of the United 
States? 

21. FY 1988 Continuing Resolution Sec. 
513. Bas the duly elected Head of - 
Government of the country been 
deposed by military coup or decree? 

No. 

No. 



FY 1980 Cfont inrrCn~Resolrrt ion 2 2  * . ..- i..- ..,.*.. * .-.&.- .. -- Y * ,L,---4 -- LA 
Seot4ion_pz$. Doe$ the  count-ry ---.-- 
include ae part oE ite population 
planning programe I n  vol~mtary 
abortion or sterilization) 

FUNDING SOURCE CR I TEH I A FOR COUNTRY * I--* ' ---a -.- 

1. Develppment Aesiekance GoUntrl 
I." 

Criteria. 

FAA Sec. 116; PY 1988 Continuing 
,.a 

Resolution, Sec. , 5 1 1 .  Has che 
Department cf state determined 
that this government has engaged 
in a consietent pattern of gross 
violations of internationally 
recognized human rights? If so, 
can it be demonstrated that 
contemplated assistance will 
directly benefit the needy? 

2. Economic Support Fund Country 
Criteria. 

FAA Sec. 502B. Has it been 
determined that the country has 
engaged in a consistent pattern of 
gross violations of 
internationally recognized human 
rights? If so, has the President 
found that the country made such 
significant improvement in its 
human rights record that 
furnishing such assistance is in 
the U.S. national interest? 

No. 

No. 

N / A .  

Not ESF-funded 



Lieted helow are etatutory crikeria 
appliaable to yrojeate. Thie eection i e  
divided into two parts. Part A. includea 
oriteria appliaahle to all projecte. Part 
8. applies to projeate funded from specific 
ooutcee only! R(1) applies to all projects 
funded with Development Aeeibtance; B ( 2 )  
applies to projects funded from Development . assistance loans; and B ( 3 )  applies to 
projects funded from ESP. 

4 CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO 
DATE? HAS STANDARD ITEM 
CHECKLIST BEEN REVIEWED 
FOR THIS PROJECT? 

A. GENERAL CRITERIA FOR PROJECT - 
FY 1988 Continuing Resolution 
n ,, 
O=L. 5231  FAA SEC. 634A.  Describe - 
how authorization and appropriations 
committees of Senate and House have 
been or will be notified concerning 
the project. 

FAA Sec. 611(a)(l). Prior to 
obligation in excess of $500,000, 
will there be (a) engineering, 
financial or other plans necessary 
to carry out the assistance and (b) 
a reasonably firm estimate of the 
cost to the U.S. of the assistance? 

FAA Sec. 611(a)(2). If legislative 
action is required within recipient 
country, what is basis for 
reasonable expectation that such 
action will be completed in time to 
permit orderly accomplishment of 
purpose of khe assistance? 

FAA Sec. 611(b)t FY 1988 
Continuing Resolution Sec. 501. If 
project is for water or 
water-related land resource 
ccnstruction, have benefits and 
costs been computed to the extent 

Yes. 

A CN has been prepared. Obliga- 
tion will occur following 
expiration of the Congressional 
notification period without 
objection. 

(a) Yes. 

(b) Yes. 

No further legislative action 
is required. 



praakloable in accordance with the 
ptinaipleer etandarde, and 
proolrduree established pursuant: to 
the Watat Reeeurces Planning Act 
(42  U.S.C. 1962, &-I? (See 
AID Handbook 3 for new guidelinee.) 

FAA Sea, 611(el. If project ie 
--.I 

capital aseietance (e.g., 
oonetruotion), and all U.9. 
asoiotance for it will exceed 
01 million, has Hission Director 
oertdfird and Regional beiotant 
Adminietrator taken into 
coneideration the country's 
capability effectively to mairrtain 
dnd utilize the project? 

FAA Sec, 209. Is project - 
eueceptible to execution part of 
tegioaal or multilateral ptojec t? 
If 80, why ia project not so 
executed? Information and 
conclusion whether assistance will 
encourage regional development 
programs. 

FAA Sec. QCi(a). Information and 
conclueions whether project will 
encourage efforts of the country 
to: (a) increase the flow of 
international trade; <b) foster 
private initiative and competition; 
and (c) encourage development and 
use of cooperatives, and credit 
unions, and savings and loan 
associations; ( d l  discourage 
monopolistic practices; (el improve 
technical efficiency of industry, 
agriculture and commerce; and (f) 
strengthen free labor unions. 

FAA Sec. 601(b). Information and 
cmclusions on how project will 
encourage O.S. private trade and 
investment abroad and encourage 
private U.S. participation in 
foreign assistance programs 
(including ose of private trade 
channels and khc services of U.S, 
private mtcrpr ise). 

No. 

N/A. 

(a> N/A. 
(b)  and ( c )  Project will encourage 

and provide funkis for 
growth of healtt 
insurance through 
private companit;s coops, 
and other orge:rizations. 

The Project will finance long 
and short-term technical 
assistance from the United 
States. 



9, QM flea, 612(h), 636(h)l PY 1908 
Continuing Reoolution~ac. 909.  
Deecribe rcegr taken to aaeute 
that, to the maximum extent 
poooible, the country ie 
contributing local currencise to 
meet the coat of contractual and 
other aervioes, and foreign 
aurrsnciee owned by the U.S. are 
utilized in lieu of dollare. 

10. FAA Sec. 612(dL, noee the 0 . 8 .  own 
excese foreign currency of the 
country and, if so, what 
arrangements have been made for L, 7 

release? 

11. PY 1988 Continuing Resolution Sec. 
522. If assistance ie for the - 
production of any commodity for 
export, is tho commodity likely to 
be in eurplus on world markets at 
the time the resulting productive 
capacity becomes operatlva, and is 
such assistance likely to cause 
substantial injury to U.S. 
producers of the same, similar or 
competing commodity? 

12. FY 1988 Continuing Resolution Sec 
552. (as interpreted by conference - 
report). If assistance is for 
agricultural development activities 
(specifically, any testing or 
breeding feasibility study, variety 
improvement or introduction, 
consultancy, publication, 
conference, or training), are such 
activities (a) specifically and 
principally designed to increase 
agricultural exports by the host 
country to a country other than the 
United States, where the export 
would lead to direct competition in 
that third country with exports of 
a similar commodity grown or 
produced in the United States, and 
can the activities reasonably be 
expected to cau3e substantial 
injury to U.S. exporters of a 
similar agricultural commodiky: or 
(b) in support of research that is 
intended primarily to benefit U.S. 
producers? 

The GO1 will provide Lhe 
eguLvelant of over $5 .0  million 
for the project, mostly for 
local coete .  

No. 



13. IrY 1988 Continu-ool~rticn- 
3 Wi 11 the aeeietancs (except 
I- 

for program8 in Carribbean Basin 
Initiative counrrieo under U . f i .  
Tariff Schedulea Section 807,' 
whloh alXawn reduced tariffs on 
articles aceembled abroad from 
0.6. -made companente) be ueed 
directly to procure feasibility 
studiee, grefeasibility etudies, or 
project prof ilea of potential 
tnveotrnent in, or to aoeiot the 
e~trbliehment of facilitiee 
epecifically designed for, the 
manufacture for export to the 
United States or to third country 
markets in direct competition with 
U.S. exports, of textiles, apparel, 
footwear, handbags, flat goods 
(such as wallets of coin purees 
worn on the pereon), work glovos or 
leather wearing apparel? 

14. FAA 118(c). Does the assistance 
comply with the environmental 
procedures set forth in A.I.D. 
Regulation 163 Does the assistance 
place a high priority on 
conservation and sustainable 
management of tropical forests? 
Specifically, does the assistance, 
to the fullest extent feasible: 
(a) stress the importance of 
conserving and sustainably managing 
forest resources; (b) support 
activities which offer employment 
and income alternatives to those 
who otherwise would cause 
destruction and loss of forests, 
and help countries identify and 
implement alternatives to 
colonizing forested areas; (c) 
support training programs, 
educational efforts, and the 
establishment or strengthening of 
institutions to improve forest 
management; (dl help end 
destructive slash-and-burn 
agriculture by supporting stable 
and productive farming practices; 
(el help conserve forests which 
have not yet been degraded, by 

No. 

Yes. See Annex E. 



helping to inorehae produation on 
land8 already cleared or degraded 
: ( t )  aonuervs Coreeted water#hmda 
and rehabilitate those which have 
been Qetoreetedr ( 9 )  support 
training, research, and other 
action6 which lead to suetainable 
and more environmentally eound 
practioen for timber harveeting, 
cemoval, and processing: (h) 
eupport research to expand 
knowledge of tropical foceste and 
identify alternatives which will 
prevent forest destruction, loss, 
or degradation; (i) conserve 
biological diversity in forest 
areas by supporting offorts to 
identify, establish, and maintain a 
representative network of protected 
tropical forest ecosystems on a 
worldwide basis, by making the 
establishment of protected areas a 
condition of support for activities 
involving forest clearance or 
degradation, and by helping to 
identify tropical forest ecosystems 
and species in need of protection 
and establish and maintain 
appropriate protected areas; Zj) 
seek to incrrdse the awareness of 
U.S. government agencies and other 
donors of the immediate and 
long-term value of tropical 
forests; and (k) utilize the 
resources and abilities of all 
relevant U.S. government agencies? 

16, FAA Sec. 119(g)(4)-(6). Will the 
assistance (a) support training and 
education efforts which improve the 
capacity of recipient countries to 
prevent loss of biological 
diversity; (b) be provided under 
long-term agreement in which the 
recipient country agrees to protect 
ecosystems or other wildlife 
habitats; ( c )  support efforts to 
identify and survey ecosystems in 
recipient countries worthy of 
protection; or (dl by any direct 
or indirect means significantly 
degrade national parks or similar 
protected areas or introduce exotic 
plants or animals into such areas? 

( f )  N ~ A .  

(I&) N I A *  

(i) NJA, 



17. , P P S _ l d l .  f f  Rthhal project ,  
haa a datbrminatinn hmn meAa that 
tha  hoot, government  ha^ an adfaquato 
oyetem for aaoaunting far and 
controlling recelpt and expenditure 
of project lunda (either dollwe or 
loan1 currency gensraked therefrom)? 

8, PUNDING CRITERIA FOR PHOJECZ 
-ll 

1. DevalopmenJt A~aietance Project 
Criteria 

FAA Bec. 1021a), 111, 113, 281(a). a *  -u.----- 

Deacrlbe axtent to which activity 
will ( a )  effectively involve the 
poor in development by extending 
access to economy at local level, 
Increasing labor- 
intensive production and the use of 

(a) The poor will benefit 
from increased GO1 
expenditures for child 
survival programe. 

appropriate technology, dispersing 
investment from cities to urnall 
towns and rural areas, and insuring 
wide participation of the poor in 
the benefits of development on a 
sustained basis, using the 
appropriate U.S. institutions; ( b )  (b) N/A. 
help develop cooperatives, 
e~pecially by technical assistance, 
to assist rural and urban poor to 
help themselves toward better life, 
and otherwise encourage democratic 
private and local governmental 
institutions; (c) support the 
self-help efforts of developing 
countries; (dl promote the 
participation of women in the 
national economies of developing 
countries and the improvement of 
women's status; and (el utilize and 
encourage regional cooperation by 
developing countries? 

(c) The project directly 
addresses the problem of 
recurrer-t cost f i:;ancing 
of health care to promote 
self-sufficiency. 

(d) Women and their pre- 
school children are primary 
project beneficiaries. 

. FAA Sec. 103, 103A, 104, 105, 106, 
120-21. Does the project fit the 
criteria for the type of funds 
(functional account) being used? 

Project fully meets the criteria 
for FAA Section 104. 



P M  Sea. 107. .- 
placed on uee 

Ie emphaoirr 
o f  appropriate 

toohnology (rrlakively 
smllet ,  coat-eauing, 
labor-urhg taohnofogiee that 
are generally most appropriate 
for the emall farme, #mall 
busineeaee, and emall incomee 
of the poor)? 

FAA Sec. 110, 12,4(d. Will 
the reaipient country provide 
at least- 25 percent of- the 
coeto of the program, project, 
or activity with reegect to 
which the aeeietance ie to be 
furnished (or be the latter 
cost-sharing raquirement being 
waived for a 'relatively least 
developeda country)? 

FAA Sec. 120(b). If the 
activity attempts to increase 
the institutional capabilities 
of private organizations or 
the government of the country, 
or if it attempts to stimulate 
8cienti:i.c and technological 
research, has it been designed 
and will it be monitored to 
ensure that the ultimate 
beneficiaries are the poor 
majority? 

FAA Sec. 281(b). Describe 
extent to which program 
recognizes the parLicular 
needs, desires, and capacities 
of the people of the country; 
utilizes the country's 
intellectual resources to 
encourage institutional 
development; and supports 
civil education and training 
in skills required for 
effective participation in 
governmental processes 
essential to self-government. 

Yes. 

Yes. 

The project design is based on 
2 years of analytical work 
which explored local capabilities 
to carry on the activities within 
the project; local capabilities 
will be used to the maximum extent 
feasible to implement project 
activities. 



g. FY 1988 Continuing Resolution 
Raa. 538. Are any of the 
tunde to be ueed for the 
porformanae of abortions ae a 
mathod of trmily planning or 
to motivate or coeroe any 
gereon to practice abortione? 

Are any of the fundo to be 
used to pay for the 
performance of involuntary 
eterilizstion a8 a method of 
family planning or to coerce 
or provide any financial 
incentive to any person to 
under go sterilizations? 

Are any of the funds to be 
used to pay for any biomedical 
research which rel~tes, in 
whole or in part, to mgthods 
of, or the perforaance of, 
abort ions or involuntary 
sterilization as a mean8 of 
Eami ly planning? 

h. FY 1988 Continuing ResoPution. 
Is the assistance being made 
available to any organization 
or program which has been 
determined to support or 
participate in the management 
of a program of coercive 
abortion or involuntary 
sterilization? 

If assistance is from the 
population functional account, 
are any of the funds to be 
made available to voluntary 
family planning projects which 
do not offer, either directly 
or through referral to or 
information about access to, a 
broad range of family planning 
methods and services? 

i. FAA Sec. 601(e), Will the 
project utilize competitive 
selection procedures for the 
awarding of contracts, except 
where applicable procurement 
rules allow others ? 

No. 

No. 

No. 

No. 

Yes. 



j. FY 1988 Continuing 
Reeolution, tlow muoh of the 
fundo will be available only 
for aotlvitiee of eaonomically 
and eoaially dieadvantaged 
enteryr ieee, hietor ically 
black aollegee and 
univereitiee, and private and 
voluntary organizatione which 
are controlled by individuale 
who are black Americana, 
Hiopanic Americans, or Native 
Americans, or who are 
economically or socially 
disadvantaged (including 
women) 7 

k. FAA Sec. llB(c)(l3). If the 
assistance will support a 
program or project 
significantly affecting 
tropical forests (including 
projects involving the 
planting of exotic plan 
species), will the program or 
project (a) be based upon 
careful analysis of the 
alternatives available to 
achieve the best sustainable 
use of the land, and (b) take 
full account of the 
environmental impacts of the 
proposed activities on 
biolugical diversity? 

1. !PA Sec. ll8Cc) (14). Will 
assistance be used for (a) the 
procurement or use of logging 
equipment, unless an 
environmental assessment 
indicates that all timber 
harvesting operations involved 
will be conducted in an 
environmentally sound manner 
and that the proposed activity 
will produce positive economic 
benefits and sustainable 
forest management systems; or 
(b) actions which 
significantly degrade national 
parks or similar protected 
areas which contain tropical 
forests, or introduce exotic 
plants or animals into such 
areas? 

It is anticipated that the 
major tachnicel aeeistance 
contract to be signed under 
the agreement w i l l  be with 
a Cray Amendment entity and 
potential Gray Amendment 
contractore are currently 
being eought. 



actfvitiee whiah would reeult 
in the c~onvereion of toreek 
lrnde to the rearing of 
livestookt (b) the 
aonstruatian, upgrading, or 
maintenanae or roads 
(including kemgorary haul 
road6 tor logging or otter 
extraotive induetriee) which 
paeo through relatively 
undegraded forest lander (c )  
the colonization of foreet 
lander or (dl the 
construction of dams or other 
water control structures which 
flood relatively undsqraded 
forest lands, unless with 
reepect to each such activity 
an environmental assessment 
indicates that the activity 
will contribute significantly 
and directly to improving the 
livelihood of the rural poor 
and will be conducted in an 
environmentally sound manner 
which supports uustainable 
development? 

2. Development Assistance Project 
Criteria iLoans Only) 

a. P M  Sec. 122(b). Informatio, 
and conclusion on capacity of 
the country to repay the loan, 
at a reasonable rate of 
interest. 

be FAA Sec. 620(d). If 
assistance is for any 
productive enterprise which 
will compete with U.S. 
enterprises, is there an 
agreement by the recipient 
country to prevent export to 
the U.S. of more than 20 
percent of the enterprise's 
annual production during the 
life of the loan, or has the 
requirement to enter into such 
an agreement been waived by 
the President because of a 
national security interest? 



a. PY 1988 Continuing Resolution. 
t o  a pr ivate  

eeator i na t i t u t i on  from fundfl 
made avai lable  t o  carry  out 
the  provieion8 of FAA Seatione 
103 through 106, w i l l  loan be 
providbd, t o  the maximum 
extent  practicable,  a t  or near 
the prevail ing i n t e r e s t  r a t e  
paid on Treasury obligation8 
of s imilar  maturity a t  t he  
time of obligating euch funds? 

d. FAA Sec. 1221b). Does t he  
ac'Avity give reasonable 
promiee of aes i s t ing  
long-range plane and programs 
designed t o  develop economic 
resourcee and increase 
productive capaci t ies?  

3.  Economic Support Fund Project  
C r i t e r i a  

a .  FAA Sec. 531(a).  W i l l  t h i s  
ass is tance promote economic 
and p o l i t i c a l  s t a b i l i t y ?  To 
the  maximum extent feas ib le ,  
i s  t h i s  ass is tance consis tent  
with the policy d i rec t ions ,  
purposes, and programs of pa r t  
I of the FAA? 

b. FAA Sec. 531(e).  W i l l  t h i s  
ass i s tance  be used fo r  
mi l i t a ry  or paramilitary 
purposes? 

c .  ISDCA of 1985 Sec. 207. W i l l  
ESP funds be used t o  f inance 
the  construction, cperation or 
maintenance of, or the  
supplying of f ue l  for ,  a 
nuclear f a c i l i t y ?  If so,  has 
the  President c e r t i f i e d  t h a t  
such country is a par ty  t o  t h e  
Treaty on the  Non-Proliferation 
of Nuclear Weapons or t he  
Treaty for  the Prohibit ion of 
Nuclear Weapons i n  Latin 
America ( t he  "Treaty of 
T l a t e lo l cow) ,  cooperates f u l l y  
with the  I A E A ,  and pursues 
nonproliferat i im po l ic ies  
cons i s ten t  with those of the  
United Sta tes?  

Not ESF-funded. 

N / A .  



FAA $@a,  609. l f  dommoditiea d *  - _ w _ _  

are t~ ba granted ao that sale 
grooeeda will aaatue to  the 
reaipiont  aouatcy, have Opecia 1 
AaaounL (aounterpert;) acrangem,rnto 
been made? 



5 C ( 3 )  - STANDARD ITEM GHECKLIGT 

Listed below are the etatutory iteme whioh 
notmally will be aovered toutinely in thoee 
pcovi#ione 0% an aeeistanoe agreement 
dealing with ite implementation, or oovered 
in the agreement by lmyoeing limits on 
aertain uees of funde. 

Theee iteme are arranged under the general 
heading6 oE (A) Procurement, (B) 
Conetruction, and (C )  Other Restrictions. 

A. - PROCUREMENT 

FAA Sec. 602(a). Are there 
arrangements to permit U.S. small 
bueiness to participate equitably 
in the furniehing of commodities 
and eervices financed? 

FAA Sec. 604(a). Will all 
procurement be from the U.S. except 
as otherwise determined by the 
President or under delegation from 
hlm? 

FAA Sec. 604(d). If the 
cooperating country discriminates 
against marine insurance companies 
authorized to do business in the 
U.S., will commodities be insured 
in the United States against marine 
risk with such a company? 

FAASec9604(e); ISDCAof1980 
Sec. 705(a ) .  If non4.S. 
procurement of agricultural 
commodity or product thereof is to 
be financed, is there provision 
against such procurement when the 
domestic price of such commodity is 
less than parity? (Exception where 
commodity financed could not 
reasonably be procured in U.S.). 

FAA Sec. 604(q). Will construction 
or engineering services be procured 
from firms of advanced developing 
countries which are otherwise 
eligible ~nder Code 941 and which 
have attained a competitive 

Yas. 

Yes. 

Indonesia does not eo 
discriminate against 
U.S.  marine insurers. 



dayakfllity in inkernational market0 
in one of t h e ~ e  areas? (Exception 
for thoee anuntriee Which receive 
ditect economia aeeistance under 
t h e  BAA and permit United Btatee 
forme to oompete for  construction 
or engineering serviaee financed 
from asaiekance programs of these 
countries,) 

6. FAA_Sec, 603, Xe the shipping 
excluded froin coraglianoe with the 
requirement In eectiota 901(b) of 
the Merchant Marine Act of 1936, as 
amended, that at least 50 percent 
of the gross tonnage of commodities 
(computed separately for dry bulk 
cartiere, dry cargo liners, and 
tankers) f in~mec! shall be 
transported on privately owned U.S. 
flag ooffunercial veooelo to the 
extent such veeeels axe available 
at fair and reasonable ratee? 

7. E.M Sec. 621(a). -- Xf technical 
assistance is financed, will such 
assistance be furnished by private 
enterpriee on a contract basis to 
the fullest extent practicable? 
will the facilities and resources 
of other Federal agencies be 
utilized, when they are 
particularly suitable, not 
competitive with private 
enterprioe, and made available 
without undue interference with 
domestic programs? 

8. International Air Transportation -- 
Fair Competitive Practices Act, - 
1974. If air transportation of 
person8 or property is financed on 
grant basi8, will U.S. carriers be 
used to the extent such eervice is 
available? 

9. FY 1988 Continuing R.esolution 
Sec, 504, If the U.S. Government. 
is a party to a contract for 
proc~rement, does the contract 
contain a provision authorizing 
termination of such contract. for 
the convenience of the United 
Strtes? 

No. Section 901 (b) eppl  iss ,  

Yzs. 

Yes. 

All AID direct contracts 
will so provide. 
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3. FAA Sec. 620(h). Do arrangements 
exist to insure that United States Yes. 
foreign aid is not used in a aanner 
which, contrary to the best 
interests of the United States, 
promotes or assists the foreign aid 
projects or activities of the 
Communist-bloc countries? 

4. Will arrangements preclude use of 
financing: 

a. FAA Sec. lO4(f 1; FY 1988 
Continuing Resolution Secs. 525, 
538, (1) To pay for performance of - 
abortions as a method of family 
planning or to motivate or coerce 
persons to practice abortions; (2) 
to pay for performance of 
involuntary sterilization aa method 
of family planning, or to coerce or 
provide financial incentive to any 
person to undergo sterilization; 
( 3 )  to pay for any biomedical 
research which relates, in whole or 
part, to methods or the performance 
of abortions or involuntary 
sterilizations as a means of family 
planning; or (4) to lobby for 
abortion? 

b. FAA Sec. 483. TQ makc 
reimbursements, in the form of cash 
payments, to persons whose illicit 
.drug crops are eradicated? 

c. FAA Sec. 620(5). To compensate 
owners for expropriated or 
nationalized property, except to 
compensate foreign nationals in 
accordance with a land reform 
program certified by the President? 

d .  FAA Sec. 660. To provide training 
advice, or any financial support 
for police, prisons, or other law 
enforcement forces, except for 
narcotics programs? 

e. FAA Sec. 662. For CIA activities? 

(1) Yes. 

(2) Yes. 

(3) Yes. 

(4) Yes. 

Yes. 

Yes. 

Yes. 

Yes. 



f. FAA Sec. 636(i). For purchase, Yes. A world-wide light weight 
sale, long-term lease, exchange or vehicle waiver applies. 
guaranty of the sale of motor 
vehicles manufactured outeide U.S., 
unless a waiver is obtained? 

g. FY 1988 Continuing Resolution Sec. Yes. 
503. To pay pensions, annuities, - 
retirement pay, or adjusted service 
compensation for military personnel? 

h. FY 1988 Continuing Reso1,ution Sec. 
505. To pay U.N. assessments, - Yes. 
arrearage8 or dues? 

i. FY 1988 Continuing Resolution Sec. 
506. To carry out provisions of - Yes. 
FAA section 209(d) (transfer of FAA 
funds to multilateral organizations 
for lending)? 

j. FY 1988 Continuing Resolution Sec. 
510. To finance the export of - 
nuclear equipment, fuel, or 
technology? 

Yes. 

k. FY 1988 Continuing Resolution Sec. 
511. For the purpose of aiding the - Yes. 
efforts of the government of such 
country to repress the legitimate 
rights of the population of such 
country contrary to the Universal 
Declaration of Human Rights? 

1. FY 1988 Continuing Resolution Sec. 
516. To be used for publicity or -- 
propaganda purposes within U.S. not 
authorized by Congress? 

Yes. 



UNITED STATES GOVERNMENT 

memorandum 
D A T g l  February 4, 1988 

Joy Riggs-Perla, O I P H ~  

,,,,,, Environmental Procedures and Analysis for Health Sector Financing Project (HSF) 

Ronald Greenberg, Mission Environmental Officer 

Thru: Dr. E. Vor~lgaropoulos, Chief, O/PH 45-  
. The purpose of thie memorandum is to request your concurrence that the proposed 

project is categorically excluded from the environmental procedures in 22 CFR Part 
- 216. 

Background 
During the preparation of the PID it was determined and approved by the Mission 
Director that an Initial Environmental Examination was not required in accordance 
with 22 CFR Part 216.2 (c)(2)(viii) and 216.3 (a)(l). While the HSF Project has 
changed slightly since the PID, is still meets the criteria for categorical 
exclusion as noted below. 

Description of the Project 
The purpose of the HSF ~'Fr;;ject is to develop the institutional and policy context 
needed to ensure the financial sustainability of child survival programs. This 
will be done primarily through initiatives to increase efficiency in the government 
hospital and pharmaceutical sectors, and by demonstrating the feasibility of 
shifting much of the burden of curative care into schemes which are 
self-financing. Resources which are freed up will then be diverted towards the 
preventive measures that most directly contribute to child survival. 

Environmental Considerations 
No Initial Environmental ~xymina tion, Environmental Assessment, or Environmental 
Impact Analysis is required for the HSF Project since the proposed project meets 
the criteria for exemptions to environmental analysis in 22 CFR Part 216.2 (c)(l) 

- Categorical Exclusions under the Sections (i) and (viii). The HSF Project does not 
have an effect on the natural or physical environment (Section i) and it is a 
program involving nutrition, health care or population and family planning services 
except to the extent designed to include activities directly affecting the 
environment. The HSF Project will not be providing any funding for construction of 
facilities that will directly afiect the environment. 

Ronald Greenberg 
Mission Environmen.;al Officer 

Do Not Concur: 
Ronald Greenberg 
Mission Environmental Officer 

cc. Bureau Environmental Coordinator 
Steve Lintner, AII~/PD/ENV 

OPTIONAL FORM NO. 10 
(REV. 1-80) 
GSA FPMR (41 CFR) 101-ll.S 
8010-114 
* U.S.O.P.02 1086 -491-248/20641 



Annex F 

TECHNICAL ANALYSIS 

F.1 - In t roduct ion  

Extensive a n a l y t i c a l  work was undertaken over a two-year period i n  
prepara t ion  f o r  t h e  HSF Projec t .  These background analyses  were important 
i n  helping the  GO1 and USAID confront  t h e  fundamental pol icy  i s s u e s  a r i s i n g  
from t h e  p r o j e c t  and develop the  methodology f o r  addressing those  i s s u e s  i n  
each of the  p ro jec t  components. 

This  s e c t i o n  diacusses t h e  t echn ica l  f e a s i b i l i t y  i s s u e s  analyzed 
during p ro jec t  design and provides a more d e t a i l e d  desc r ip t ion  of t h e  
background information used t o  cons t ruc t  t h e  p ro jec t  components. It a l s o  
expla ins  t h e  i n t e r - r e l a t i o n s h i p  among t h e  th ree  major p ro jec t  components and 
t h e  r a t i o n a l e  f o r  s e l e c t i n g  t h e  k inds  of " s t ruc tu ra l "  in te rven t ions  t h a t  a r e  
c e n t r a l  t o  t h e  des ign of the  projec t .  

F.2 Soc ia l  Financing Component 

I n  September 1986 a j o i n t  Indonesian and U.S. consul tant  team 
conducted an in-depth a n a l y s i s  of Indones ia ' s  h e a l t h  insurance s e c t o r l .  
That s tudy assessed t h e  present  s t a t u s  of h e a l t h  insurance i n  Indonesia,  
both i n  the  government and p r i v a t e  s e c t o r s ,  with p a r t i c u l a r  emphasis on 
e x i s t i n g  h e a l t h  insurance plans, t h e i r  management and adminis t ra t ion ,  
b e n e f i t  packages, enrol lment,  and p o t e n t i a l  f o r  f u r t h e r  growth and 
development. The f ind ings  a r e  summarized below. 

F.2.1 Publ ic  Sector  Health Insurance Plar,s - 
There a r e  t h r e e  major h e a l t h  insurance plans of fered  through t h e  

government, t h e  ASKES program f o r  c i v i l  s e rvan t s ,  t h e  PKTK scheme f o r  wage 
based employees, and ASABRI f o r  t h e  m i l i t a r y .  Because t h e  ASABRI program i s  
confined t o  m i l i t a r y  personnel and not  r e a d i l y  access ib le ,  the  a n a l y s i s  was 
l imi ted  t o  the  former two schemes. 

ASKES: ASKES is  an acronym f o r  t h e  l a r g e s t  h e a l t h  insurance system i n  - 
Indonesia, which purchases ca re  f o r  Indonrs ia ' s  3 mi l l ion  c i v i l  
s e rvan t s  and t h e i r  dependents (a  t o t a l  of 15  mi l l ion  memhrs). ASKES 
was es tab l i shed  i n  1968 and has  undergone a number of changes s i n c e  
t h a t  time. Today t h e  ASKES system is administered by a government 
e n t e r p r i s e  c a l l e d  the  Perum Husada Bakti ,  which is responsib le  f o r  
both revenues and expenditures and has  an  independent governing board 
repor t ing  t o  t h e  Minister  of Health and the  Minister  of Finance. ASKES 
opera tes  e s s e n t i a l l y  a s  an indemnity insure r .  Premiums a r e  paid by an 

1. H. Hunter and K. Binol, "Health Care Financing i n  Indonesia", 
~ ~ ~ I ~ / . J a k a r t a ,  September 1986. 



automatic 2% payrol l  deduction f o r  a l l  c i v i l  se rv ice  employees. Perum 
Hussda Bakti operates much l i k e  a pr iva te  e n t i t y  purchasing services ,  
on a fze-for-service bas i s ,  from government c l i n i c s  and hosp i ta l s  a t  
what many consider subsidized pr ices .  Current problems i n  the system 
include: excessive use o f ,  and expenditures f o r ,  d r u p ,  an  increasing 
demand fo r  expensive secondary and t e r t i a r y  care;  e s c a ~ ~ t i n g  hosp i ta l  
costs ;  over-ut i l iza t ion by the  covered population; c l i e n t  
d i s s a t i s f ac t i on  with t he  qua l i t y  of services  provided; inadequate 
claims control  and accounting systems; lack of qua l i t y  control;  and a 
poorly developed management information system. Introducing 
improvemente i n  t h i s  eyetem represents  a good opportunity f o r  
providing and improving hea l th  care  f o r  a l a rge  number of people i n  
Indonesia. Reforms i n  f e e  s t ruc tu r e s  and revenue re ten t ion  po l i c i e s  
could allow ASKES t o  serve a s  a major source of f inanc ia l  resources 
t h a t  can be mobilized f o r  ch i ld  survival .  

2. - PKTK: This public s ec to r  insurance system is operating on a p i l o t  
bas i s .  It is based on voluntary enrollment of p r iva te  employers i n  a 
number of urban areas. It is a jo in t  program between the  MOH and the  
Ministry of Manpower's Workmen's Compensation Program ca l led  AeTek. 
AsTek is  responsible f o r  the  insurance aspect  of the  schemes, 
including premium co l lec t ion ,  reimbursement f o r  se rv ices  and marketing 
the  program. In  some of the  p i l o t  a reas ,  t he  MOH is the  provider of 
services .  Not a l l  of t he  schemes a r e  t he  same and l i t t l e  i s  cur ren t ly  
known about how successful  schemes outs ide  of Jakar ta  have been. 
There a r e  wel l  recognized problems with the  Jakarta-based PKTK p i l o t  
scheme, some of which a r e  the  same as those encountered by the ASKES 
system. There is  a pressing need t o  contain cos t s ,  improve t he  
qua l i t y  of care  by expanding sources of care  t o  pr ivate  providers, 
e s t ab l i sh  an a c t u a r i a l  ba s i s  f o r  premium r a t e s ,  and improve t he  
premium co l l ec t i on  and pr ic ing systems. The ana lys i s  concludes t h a t  
t h e  PKTK scheme could provide a valuable source of soc i a l l y  financed 
hea l th  ca r e  t o  c e r t a i n  market segments, but  its growth and expansion 
w i l l  be slow unless ce r t a in  s t r u c t u r a l  changes a r e  made t o  improve t he  
qua l i t y  of se rv ice  and market the product. 

F.2 .2  Private  Sector Health Insurance Plans 

Only four companies i n  Indonesia now s e l l  group heal th  insurance, a l l  
of t he  indemnity type, with a t o t a l  coverage of l e s s  than 30,000 people. 
Individual  po l ic ies  'probably double t h a t  number. Current insurance 
regu la t ions  requ i re  t h a t  any pol icy sold  by a general  insurance company 
cover only in-patient  care  t o  individuals  on an indemnity basis .  I n  order 
fo r  a company t o  s e l l  hea l th  insurance, it  must a l s o  include l i f e  
insurance. One company, Timur JauhIAetna offered a cap i ta ted ,  prevention 
or iented package but had d i f f i c u l t i e s  due t o  providers'  and c l i e n t s '  lack of 
f a m i l i a r i t y  with the concept. It now provides a group prac t ice  
fee-for-service package which i s  more popular, but cos t  containment, 
e spec ia l ly  f o r  drugs, is a problem. The ana lys i s  a l s o  found t h a t  severa l  
individual  providers or  groups of providers were o f fe r ing  t h e i r  se rv ices  on 



a c a p i t a t e d  pre-paid b a s i ~ .  This  $erromenon was uos t  prevalent  i n  urban 
a r e a s  with a s u r f e i t  of  f a c i l i t i e s  and providers .  However, s e v e r a l  
en t repreneur ia l  providers  were marketing t h e i r  s e r v i c e s  on a cap i t a t ed ,  
pre-paid b a s i s  t o  employers wi th  l a r g e  numbertl of employees looking f o r  ways 
t o  c o n t r o l  t h e  coa t s  of  employee h e a l t h  benef i t s .  Severa l  Large 
organiza t ions  with l a r g e  numbers of  employees, such a s  Pertamina, Mobil, 
Unilever, and P.T. Tambang Timah, were explor ing  ways t o  convcrt  e x i s t i n g  
se l f - insurance  programs i n t o  HMO-like h e a l t h  insurance.  

The p o t e n t i a l  f o r  in t roducing s o c i a l l y  f inanced h e a l t h  echemea t o  
r u r a l  communities was a l s o  inves t iga ted .  Large r u r a l  co-ops were i d e n t i f i e d  
a s  one promising avenue because they provide access  t o  l a r g e  numbers of 
r u r a l  i n h a b i t a n t s ,  a l l  of whom are engaged i n  e f f o r t s  of s i m i l a r  productive 
e n t e r p r i s e ,  and they o f f e r  an e x i s t i n g  admin i s t r a t ive  e n t i t y  around which 
h e a l t h  insurance schemes can be organized. 

The a n a l y s i s  a l s o  considered t h e  p o t e n t i a l  of using e x i s t i n g  v i l l age -  
l e v e l  h e a l t h  funds, c a l l e d  Dana Sehat,  t o  in t roduce  s o c i a l l y  financed h e a l t h  
insurance t o  r u r a l  communities. The Dana Sehat a r e  normally set up t o  fund 
supplementary feeding programs f o r  pre-school ch i ld ren ,  t o  provide loans t o  
ind iv idua l s  f o r  acu te  c a r e  needs, o r  t o  pay f o r  s p e c i a l  h e a l t h  p ro jec t s  i n  a  
v i l l a g e .  Recently the re  have been r e p o r t s  of Dana Sehat groups using the  
funds t o  n e g o t i a t e  pre-paid arrangements with pub l i c  c l i n i c s  f o r  consul tants  
and a l i m i t e d  amount of drugs. I n  t h e i r  c u r r e n t  form, Dana Sehat do no t  
r ep resen t  a  ve ry  promising avenue f o r  c o l l e c t i v i z i n g  t h e  demand f o r  h e a l t h  
care .  However, very l i t t l e  information e x i s t s  about where success fu l  Dana 
Sehat are opera t ing ,  whether f e d e r a t i o n s  of such schemes could be organized 
around an  e x i s t i n g  economic e n t i t y  (such a r u r a l  co-op) t o  provide 
oppor tun i t i e s  f o r  t h e  admin i s t r a t ion  of s o c i a l  f inancing schemes. Because 
of the  opportunity f o r  reaching l a r g e  por t ions  of t h e  r u r a l  populat ion i n  
t h i s  manner, t h e  p ro jec t  w i l l  experiment with expanding t h e  Dana Sehat 
f e d e r a t i o n  idea  i f  i t  appears t o  be f e a s i b l e  a f t e r  c a r e f u l  inves t iga t ion .  

The a n a l y s i s  concluded t h a t  enormous p o t e n t i a l  e x i s t s  i n  Indonesia f o r  
expanding cap i t a t ed ,  prepaid,  managed h e a l t h  ca re  programs i n  t h e  p r i v a t e  
s e c t o r .  The t a r g e t s  of oppor tuni ty  considered most i n t e r e s t e d  i n  
in t roducing h e a l t h  insurance i n  the  p r i v a t e  s e c t o r  were: 

1. Large l i f e  insurance companies possessing adequate c a p i t a l  which a r e  
i n t e r e s t e d  i n  d i v e r s i f y i n g  i n t o  h e a l t h  insurance.  ~ e a l t h  insurance 
could be o f fe red  a s  a  r i d e r  on l i f e  insurance p o l i c i e s ,  thus  
f u l f i l l i n g  e x i s t i n g  l e g a l  requirements. 

2. Groups of providers  o r  h o s p i t a l s  i n t e r e s t e d  i n  developing group 
p r a c t i c e s  on a c a p i t a t e d ,  pre-paid bas i s .  Opportunit ies  would present  
themselves i n i t i a l l y  i n  urban a r e a s  where excess provider and se rv ice  
capac i ty  e x i s t s .  Large companies possessing a c r i t i c a l  mass of 
employees would be a very a t t r a c t i v e  p o t e n t i a l  marker f o r  these  plans. 



Indus t r i a l  companies with la rge  numbers of employees and possibly 
ex is t ing  self-financed heal th  in f rae t ruc turee  which a r e  in te res ted  i n  
,converting t h e i r  ex i s t ing  health benef i t  packages i n t o  a capi ta ted,  
premium-based system which shares  r i s k  among c l i e n t s  and providers. 
The r i s k  sharing arrangement inherent i n  such schemes w i l l  can t ro l  
escala t ing cos t s ,  and recent changes i n  the tax law, which disallow 
self-insured heal th  expenditures a s  an income tax deduction, provide 
s t rong incent ives  for  such companies t o  convert t o  a capi ta ted 
pre-paid system t o  provide hea l th  benef i ts .  

Organized comxnunity groups such as farming or dai ry  cooperatives and 
Dana Sehat, which would l i k e  t o  provide heal th  care  t o  t h e i r  members 
on a capi ta ted basis. Such schemes could provide more equi table  
access t o  hea l th  services  f o r  r u r a l  people. Linked t o  government 
c l i n i c s  and hospi ta ls ,  they could a l s o  mobilize more community 
resources f o r  health.  

The s t r a t egy  of the  project  f o r  t h i s  component is two-fold: 
ass i s tance  w i l l  be provided t o  improve ex i s t i ng  public and pr iva te  

~chemes which offer a way of malting large-scale improvement8 with r e l a t i ve ly  
small investments i n  technical  ass i s tance  and t ra ining,  and (2 )  funds w i l l  
be provided fo r  the  i n i t i a t i o n  of new models of soc i a l  financing schemes 
which a r e  expected t o  emerge a s  the  r e s u l t  of the  f e a s i b i l i t y  work and 
technical  ass i s tance  provided through the  project .  In the process of 
developing t h i s  component, the  MOH/USAIU working group was cognizant of the  
importance of the  project  playing a c a t a l y t i c  r o l e  fo r  i n i t i a t i n g  schemes a s  
wel l  a s  of t he  dangers of government involvement. The need f o r  creat ing an 
environment which encourages d ive r s i t y  and experimentation and avoids 
r i g i d i t y  o r  excessive public sec tor  in terference i n  pr ivate  s o c i a l  financing 
schemes was discussed extensively. This pr inciple  remains an underlying 
philouophy throughout the  project .  A balance w i l l  be sought which allows 
fo r  the  p ro l i f e r a t i on  of uocial  f inancing schemes t o  be demand-driven and 
y e t  provides guidance t o  o f f e r  a l t e rna t ive s  which d l 1  help contain cos t s ,  
o f fe r  consumer protection,  and t h a t  a r e  appropriate t o  the  heal th  and 
economic condit ions found i n  Indonesia. 

The uncontrolled growth of heal th  insurance i n  other s e t t i ngs  has led 
t o  t he  pro l i fe ra t ion  of predominantly indemnity or casualty type hea l th  
insurance which does not share r i s k  equitably,  favors curat ive  care ,  and has 
caused uncontrolled i n f l a t i on  of heal th  care  costs .  The MOH has recognized 
this problem, and has  established pr inc ip les ,  ca l led  DUKM, f o r  guiding the  
development of hea l th  insurance i n  Indonesia, X ~ e s e  a r e  described i n  d e t a i l  
i n  Section 4.3.1. The analyses recommend t h a t  some formal mechanism, 
preferably with mult isectoral  representation,  be created t o  coordinate and 
guide the  growth and development of hea l th  insurance within both the  public 
and pr ivate  sec tors  i n  accord with these pr inciples ,  and tha t  t h i s  mechanism 
be authorized l eg i s l a t i ve ly .  The project  has responded t o  these  
recommendations with e f f o r t s  t o  develop GO1 capacity t o  f o s t e r  hea l th  
insurance. 



In t h e  long run,  It i s  an t i c ipa ted  t h a t  growth i n  pre-paid h e a l t h  
insurance, e s p e c i a l l y  i n  the  p r i v a t e  eector ,  w i l l ' h e l p  l e s sen  dramat ica l ly  
the  investment the  G O 1  must make i n  providing personal  h e a l t h  se rv ices  and 
t h a t  the re  w i l l  be a gradual  a h i f t  I n  favor of t!ii MOH'B mandate becoming 
more or iented  t o  publ ic  h e a l t h  problems. Ovcr t h e  n e s t  ten  years ,  t h e  
emphasis f o r  the  MOH w i l l  need t o  be on ch!.'ld s u r v i v a l  programs. There 
should be a p a r a l l e l  growth i n  t h e  t o t a l  resources a v a i l a b l e  f o r  h e a l t h  ca re  
i n  general ,  pr imar i ly  due t o  p r i v a t e  s e c t o r  resource mobiL1.ization. 

Hospital  Sector  Reforms 

A s  s t a t e d  e a r l i e r  a c a r e f u l  d i sec t ion  of t h e  M O H ' s  budgets revealed 
the  predic table  "mortgage" on t h e  a v a i l a b l e  resources represented by t h e  
h o s p i t a l  sec to r  (described i n  g r e a t e r  d e t a i l  i n  Annex C) . To understand the  
h o s p i t a l  sec to r  and i n v e s t i g a t e  t h e  p o s s i b i l i t y  of d i v e r t i n g  resources away 
from h o s p i t a l s  and toward c h i l d  s u r i v i v a l ,  s e v e r a l  d e t a i l e d  s t u d i e s  of 
h o s p i t a l  expenditures and t h e  organizat ion of h o s p i t a l  se rv ices  have been 
under taken by World ~ a n k 2  and USAID consul tants3  i n  col labora t ion with 
Indonesian experts .  The fol.lowing a r e  some key f indinge from these  s tud ies :  

(1) The bed-to-population r a t i o  i n  Indonesia is lean. For a l l  h o s p i t a l s ,  
t h e  bed/population r a t i o  is about 0.65 beds per 1000 population. For 
genara l  h o s p i t a l  beds, it i s  about 0.50 b8ds/1000 population. Bed occupancy 
r a t e s  a r e  q u i t e  low, running about 52% i n  t h e  aggregatca, ind ica t ing  t h a t  i n  
s p i t e  of the  r e l a t i v e l y  low bed-to-population r a t l o ,  t h e  h o s p i t a l  s e c t o r  is 
over-bedded r e l a t i v e  t o  demand. 

(2) P r iva te  h o s p i t a l s  provide 31% of t o t a l  h o s p i t a l  beds and 25% of general  
h o s p i t a l  beds; t h e  government h o s p i t a l s  are t h e  major f a c t o r  on t h e  supply 
s i d e  of the  market f o r  h o s p i t a l  services .  Most bed capaci ty  i n  t h e  p r i v a t e  
s e c t o r  is i n  t h e  church-related h o s p i t a l s  which provide about 27% of t h e  
t o t a l  beds. 

(3) The government h o s p i t a l s  operated by the  NOH and l o c a l  governments a r e  
c l a s s i f i e d  a s  A ,  B, C o r  D i n  descending order by the  number and 
soph i s t i ca t ion  of se rv ices  they provide. The A l e v e l  h o s p i t a l s  a r e  
t e r t i a r y - l e v e l  r e f e r r a l  cen te r s .  The d i s t r i b u t i o n  among c l a s s e s  i s  a s  
fol lows : 

H. Barnum, "Hospital Expenditure i n  Indonesia", World Bank PHN 
Technical Note 87-17, June 1987. 

3- C. Stevens and A. Doodoh, "Increasing the  Eff ic iency of Health Services 
i n  Indonesia,: A Key S t ra tegy  f o r  Child Survival ,  ~ ~ A I ~ / J a k a r t a ,  
September J!j86. 



Clase - No. Hospitals (percent)  No. Beds (percent)  

Clarm A 4 ( 1 percent) 
Class B 1.6 ( 5 percent) 
Claas C 79 (25 percent) 
Class D 219 (69 percent) 

2918 ( 7 percent) 
2396 (22 percent) 
15183 (35 percent) 
15505 (36 percent) 

Class C and D hosp i ta l s  provide 71% of the  beds and comprise about 94% of 
the  total.  number of government hosp i ta l s .  

( 4 )  There a r e  n number of problems with public hosp i t a l  services  which a r e  
probably more r e l a t ed  t o  s t r u c t u r a l  and incentive problems than t o  technical  
ones. Bed occupancy r a t e s  a r e  general ly  low, espec ia l ly  so  f o r  the Class D 
hosp i t a l s ,  but  the  reasons a r e  not  e n t i r e l y  c lea r .  The qua l i t y  of ca re  
offered is  perceived ao being sub-standard and there  may be problems with 
respect  t o  a f fo rdab i l i t y  of se rv ices ,  particu!.arly because payment f o r  
se rv ices  i~ on a fee-for-service bas i s ,  the  mout onerous from the  c l i e n t ' s  
point  of view. Fees co l lec ted  by public hosp i ta l s  a r e  remitted back t o  the 
general  Treasury and therefore  few incent ives  e x i s t  f o r  efficiency.  

(5) Experts who have examined t he  hosp i t a l  sec tor  bel ieve t h a t  cost  recovery 
and e f f ic iency  could be improved by reforms t h a t  put public hosp i ta l s  a t  
g rea te r  r i s k  f o r  f a i l u r e  and success. The solut ions  are not simple o r  
straightforward and reforms mus t  be implemented careful ly .  Simply 
increas ing f ee s  may fur ther  erode u t i l i z a t i o n  r a t e s .  Allowing hosp i ta l s  t o  
r e t a i n  revenues without o ther  changes could r e s u l t  i n  g rea t  pressure t o  
c o l l e c t  f e e s  without any r e a l  a b i l i t y  t o  do so. Reforms i n  the  hosp i ta l  
sec tor  must thus  be made on a p i l o t  ba s i s  and must involve social. financing 
i n  order t o  be successful .  

The HSF pro jec t  w i l l  provide t he  opportunity f o r  reforms t o  be 
instituted which could make important s t r u c t u r a l  changes i n  the  way 
hosp i ta l s  a r e  operated i n  Indonesia. The MOH recognizes t h a t  rea l loca t ing  
more rasources f o r  ch i ld  surv iva l  w i l l  require  s h i f t i n g  public resources 
away from the  hosp i t a l  sec tor  while t ry ing  t o  increase p r iva te  resource 
mobilization. But i n  order t o  decrease the  public s ec to r  subsidy t o  the  
hospical  sec tor ,  bas ic  reforms w i l l  need t o  be i n s t i t u t e d  which allow f o r  
improvements i n  eff ic iency and sel f -suff ic iency i n  public hosp i ta l s .  MOH 
planners intend t o  use t h i s  p ro jec t  a s  a meiins f o r  conducting the  p i l o t  
t e s t i n g  and fu r the r  ana lys i s  required t o  develop the necerrsary reforms. 
!Chis i n t en t i on  w i l l  be described i n  $the next Five-Year National Development 
Plan. A s  with the  s o c i a l  f inancing component, the  project  w i l l  not 
pre-design a l l  of the  interventions.  Ac t iv i t i e s  i n  t h i s  component w i l l  
begin with a diagnost ic  phase t h a t  w i l l  provide an opportunity t o  make an 
de ta i l ed  study of the f ac to r s  which contr ibute  t o  ine f f ic iency  and low cost  
recovery before attempting t o  i n s t i t u t e  changes. This w i l l  avoid 
recommending symptomatic remedies f o r  problems which a r e  systemic i n  nature. 



Ona of the  i s sues  the  project  faces  i n  t h i s  component i u  the whether 
or  not USAID w i l l  be ab l e  t o  l oca t e  a long-term technical  consultant  who has 
re levant  experience i n  hosp i ta l  administrat ion i n  the developing country 
context and who w i l l  be ab le  t o  take techniques of modern hoep i ta l  
management and apply them i n  situations dramatically d i f f e r e n t  than those 
found i n  i ndus t r i a l i z ed  countries.  A c a r e fu l  recruitment job thus  l ies  
ahead. 

F.4 Pharmaceutical Sector Reforms 

Over the  pas t  year, the  MOH, with ass i s tance  from USAID through 
Management Sciences f o r  Health (MSH), has  undertaken an extensive seven- 
province study4 which has  helped t o  quant i fy  and ve r i fy  some of the  
i ne f f i c i enc i e s  suspected t o  e x i s t  i n  the  area  of drug procurement and 
d i s t r ibu t ion .  The major f indings of t h a t  study were summarized i n  Section 
3.2 of the  p ro jec t  paper. The study a l s o  makes suggestions about 
opportuni t ies  f o r  therapeutic and economic e f f ic iency  i n  the drug sec tor ,  
given i ts  importance t o  ch i ld  surv iva l  and the  proportion of the  MOH's  
resources the  sec tor  consumes. These are:  

Selection: Improvement I n  t he  publ ic  sector  e s sen t i a l  drug l i s t  can 
be made t o  r e s t r i c t  products which have l imi ted  therapeutic value fo r  heal th  
center  pa t i en t s  and could conserve l a r g e  port ions of t h e  drug budget (e.g., 
kanamycin, i n j ec t ab l e  oxytetracycline,  chloramphenicol, an t i t u s s ive s  and 
most i n j ec t ab l e  vitamin preparations). The use of newer, more 
cost -effect ive  drugs l i k e  o r a l  p e n i c i l l i n ,  f o l a t e  o r  fola te- i ron by 
physicians should be encouraged. 

Financing: Consumer s t ud i e s  a r e  needed t o  determine will ingness t o  
pay i n  connection with attempts t o  improve cos t  recovery and t o  determine 
what i s  f ea s ib l e  and des i rab le  f o r  c e r t a i n  kinds of drugs. Information i s  
needed on reforma t h a t  can be i n s t i t u t e d  t o  provide pos i t ive  incent ives  f o r  
drug system managers t o  increase  e f f ic iency  and hold doan costs .  Also 
planners must choose the  kinds of pb,armaceuticals the  GO1 should spend 
public resources on (e.g., vaccines) versus what consumers should finance 
d i r e c t l y  (e.g. some categor ies  of symptomatic remedies). 

Procurement: Procurement too of ten  has  been based on h i s t o r i c a l  usage 
pat terns  r a t h e r  than est imates of need based on sound epidemiological 
information. Experience with t ry ing  t o  change drug procurement pat terns  a t  
t he  regency l e v e l  within another USAID-funded projects  provides encouraging 
evidence t h a t  medical o f f i c e r s  w i l l  make subs t an t i a l  improvements following 
workshops i n  which the  problems were discussed. This success needs t o  be 
expanded. 

4* "Analysis of Child Survival Pharmaceuticals i n  Indonesia," 
MOH/MSH/YIS, USAID/ Jakar t a  , June 1987. 



Distribution: Indonesia has avoided the "centra l  medical s tore"  
d i s t r i bu t ion  system which causea problems i n  other countrius. Hegency and 
health center  l e v e l  drug management pract ices  need t o  be improved and 
s trengthened . 

Use: Much remains t o  be done i n  the  a rea  of improving drug - 
prescribing pat terns  and patiient expectations. A s  i n  other developing 
countries,  there  a r e  many pract ices ,  both by physicians and pat ients ,  which 
r e s u l t  i n  inapppropriate prescriptions,  sub-therapeutic doses of multiple 
products and much waste v ia  the  use of unnecessary.drugs . Ways need t o  be 
found and tes ted t o  change pa t ien t  demands f o r  W p p r o p r i a t e  drugs and 
standard treatment guidelines need t o  be developed t o  help improve 
therapeut ic  eff ic iency.  

A Phase I1 study i s  now underway which takes a more deta i led look a t  
physician prescribing decisions at several  l e v e l s  within the  heal th  care  
system and attempts t o  determine how changes can be made. This information, 
i n  addi t ion t o  other focused assessments and s tud ies  funded through t h i s  
p ro jec t ,  will lead the way t o  f a i r l y  suhataatial changes throughout t he  
hea l th  system. Agad?, t he  project  t akes  an operations research approach t o  
t h e  care fu l  i den t i f i ca t i on  and resolut ion of problems within the  sector.  
Results  of p i l o t  t e s t i ng  or demonstrating a l t e r n a t e  approaches w i l l  be 
presented t o  decision makers t o  give concrete evidence of how changes i n  
po l ic ies  and programs can r e s u l t  i n  increasing the  impact of MOH investments. 

F.5 Inter-re la t ionships  among Project  Components 

A b r ie f  explanation is i n  order regarding the  nature  of t he  
inter-re la t ionships  among the  project  components, including the  component 
which addresses improving hea l th  financing and policy analysis  capab i l i t i e s  
within the  MOH. The r a t i ona l e  f o r  choosing the  th ree  project  components i n  
r e l a t i o n  ta making more resources m a i l a b l e  ,for ch i ld  survival  programs has 
been covered i n  (&.he background and r a t i ona l e  sec t ion  of t h i s  paper. There 
a r e  two important points t o  be made about t he  re la t ionsh ips  among the  
components. (1) Social  financing is linked with t he  hosp i ta l  sector  
a c t i v i t y  because it w i l l  eventually be the  key t o  more e f f ec t i ve  coet 
recovery i n  t h a t  component of the  project. Likewise, a c t i v i t i e s  t o  increase  
various forms of s o c i a l  financing w i l l  c e r t a in ly  have a impact on t he  
a v a i l a b i l i t y  and u t i l i z a t i o n  of hosp i ta l  services.  I n  the  Phil ippines,  f o r  
instance,  t he  establishment of a nat ional  hea l th  insurance system resu l ted  
in  a rapid grcwth of private hasp l t a l s  throughout t h e  country. (2) 
Improvements i n  the pharmaceutical sector w i l l  have an -Immediate impact on 
hosp i ta l  pharmacy operations, which form a s ign i f i can t  cos t  center f o r  
hosp i ta l  operations a s  wel l  a s  f o r  t he  public hea l th  insurance systems. 

And f i na l l y ,  the  minor component (minor i n  budget terms) is the  
important glue which holds t he  other th ree  components together i n  terms of 
nat ional  policy. The Bureau of Planning within the  Ministry of Health is 
s t e a d i l y  developing a nucleus of exper t i se  'in hea l th  financing and policy 
analysis.  This nucleus has been stimulated by support provided, pr incipal ly  



technical  ass i s tance  and money f o r  reeearch, by the World Bank, WHO and 
USAID. This proJect takes t h i s  development a s t e p  fu r the r  by providing 
s t a f f  t r a in ing ,  funds f o r  economic and policy analyses,  and fu r the r  
short-term technical  ass i s tance  t o  he lp  institutionalize the  capacity t o  
continue t h i s  kind of work i n  t h e  fu ture .  The policy decisions t h a t  have 
been and w i l l  continue t o  be st imulated by t h i s  p rc jec t  need a foca l  point 
which is  now the  Bureau of Planning. The Bureau has demonstrated its 
a b i l i t y  t o  r a i s e  c ruc i a l  i s sues  t o  t he  appropriate policy l eve l e  within the  
MOH, no matter  which funct ional  u n i t  of t he  Ministry is involved. It is 
important f o r  t h i s  ana ly t i c a l  capaci ty  t o  grow and increase  its c r e d i b i l i t y  
a s  t he  "think tank" f o r  the  MOH. While many of the  a c t u a l  s tud ies  w i l l  be 
contracted out t o  p r iva te  i n s t i t u t i o n s ,  the  core s t a f f  of analysts  i n  the  
Bureau w i l l  need t o  continue improving t h e i r  a b i l i t y  t o  know when research 
ie required and t o  t r ans l a t e  t h i s  work i n t o  concrete policy options fo r  
senior  policy makers. 



Annex G 

FINANCIAL ANALYSIS 

The f i n a n c i a l  ana lys i s  aseessee  the  extent  t o  which r e a l l o c a t i o n s  i n  
favor of c h i l d  s u r v i v a l  programs can be made from projected h e a l t h  budgets, 
t h e  l e v e l  of e f f i c i ency  aavings which could be gleaned from expenditures on 
hoep i t a l s  and pharmaceuticals, and t h e  volume of a d d i t i o n a l  funds which can 
be ra i sed  from non-government sources such ae  user  f e e s  and s o c i a l  ineurance 
schemes. 

0 . 

0 .  

0. 

0. 

0 . 

The ana lys i s  cons i s t e  of t h e  following elements: 

An ana lys i s  of the  t r end  over t h e  pas t  f i v e  t o  seven years i n  
budget a l l o c a t i o n s  and expenditures f o r  var ious  programs and a t  
va r ious  adminis t ra t ive  l e v e l s ,  

A desc r ip t ion  of t h e  va r ious  elements of the  Ministry of Health 
(MOH) budgets and how resource a l l o c a t i o n  decis ions  a r e  made with 
respec t  t o  each major budget category, 

An a n a l y s i s  of t rends  i n  the  proportion of budgets t h a t  can be 
a t t r i b u t e d  t o  ch i ld  s u r v i v a l  program components as compared t o  
those  predominately involving t h e  provision of hospital-based (and 
presumably not  s t r i c t l y  c h i l d  su rv iva l )  cu ra t ive  medical se rv ices ,  * 
An es t imat ion of t h e  percentage of fu tu re  r o u t i n e  funds t h a t  could 

' _ . :  be s h i f t e d  away from supporting'.hospital,eervices. i n  favor  o f ,  ' :. :. .;.:. , 
. . .- sue t a i n i n g  or  even inc reas ing :  support,- for-  ch i ld .  s u r v i v a l  se rv ices  .. ,. L . j .  . . , . - .  .- de l ive ry ,  taking i n t o  account:- the- ex ten t  to:.which .future'.MOH . -. :. . '. : :: .:.: t . ~ : t  

r o u t i n e  budgets a r e  a l r e a d y .  "mortgaged" : . i n .  t h e .  sense  t l ia t  funds ' " :'. . i.'. :: : .. 
. - .  al ready may have been committed i r r e t r i e v a b l y  . t o  support ing . .  - .  . : .. A - 2  ., . 7 . .  . .  ...: 

se rv ices  provided by h o s p i t a l s ' a n d  other  f ixed  f a c i l i t i e s ,  and' . .  . 

An evaluat ion of p o t e n t i a l  savings of funds i n  h o s p i t a l   service^ 
provis ion and drug'supply which could be r e a l l o c a t e d  t o  oupport 
c h i l d  s u r v i v a l  programs, coupled with an es t imat ion of how much 
t h e  MOH budget (and presumably del ivery)  burden could be reduced 
i f  a  s u b s t a n t i a l  proport ion of t h e  population were t o  receive  
personal  hea l th  se rv ices  through t h e  establishment of v iab le  
s o c i a l  h e a l t h  insurance scheme(s). 

*It should be noted t h a t  some s i g n i f i c a n t  port ion of c h i l d  s u r v i v a l  se rv ices  
(e.g., t reatment of r e s p i r a t o r y  i l l n e s s e s )  i n  p r inc ip le  can be  provided 
e f f e c t i v e l y  i n  hosp i t a l s .  Presumably t h i s  is the  case  i n  Indonesia. Thus, 
t h e  trade-off between h o s p i t a l  and c h i l d  su rv iva l  s e r v i c e  provision is  not  
e n t i r e l y  clear-cut .  But because it i s  t r u e  t h a t  t h e  bulk of h o s p i t a l  
resources a r e  i n  f a c t  devoted t o  t h e  provision of types of c u r a t i v e  s e r v i c e s  
o the r  than those i d e n t i f i e d  with c h i l d  su rv iva l ,  we w i l l  n o t  at tempt t o  make . 
any adjustment f o r  the  purposes of t h i s  ana lys i s .  



G . 1  Budget Analysis 

Analyses of B u d ~ e t  Trends - 
Table 1 shows t h e  l e v e l s  of GNP Indonesia has achieved i n  r ecen t  

years .  Note t h a t  n e i t h e r  a reduct ion  i n  aggregate GNP, measured i n  conetant  
p r i c e s ,  nor a reduct ion  i n  nominal spending on the  p a r t  of tho  c e n t r a l  
government was experienced over t h e  i n t e r v a l  1978-1985. 

Table 1: Indoneeia GNP and Cen t ra l  Government Expenditures over Time 
(Rp. B i l l i o n s ,  GNP i n  1983 Pr ices )  

Centra l  Government Expenditures i n  Nominal Terms 

. . .. . 
Centra l  Government Expendi-es .fwl.983 P r i c e s  . :  : . r .  I 

. , . ! . _.. . L a . - 

Sources: Centra l  Bureau of S t a t i s t i c s  f o r  GNP and p r i c e  index d a t a ,  and 
Ministry of Finance f o r  nominal expenditure da ta .  

However, when c e n t r a l  government expenditure d a t a  a r e  adjus ted  t o  a 
basis of 1983 p r i ces ,  t h e  data r e v e a l  v a r i a t i o n s  i n  real expenditures 
between 1981 and 1982 and 1983 and 1984. Moreover, r e a l  expenditures show 
s igns  of dropping o f f ,  p a r t i c u l a r l y  wi th  r e spec t  t o  GNP a f t e r  1983. Cen t ra l  
government expenditures a s  a share  of GNP grew dramat ica l ly  over the  e n t i r e  
i n t e r v a l  1978-1985. 

The lower o i l  p r i c e s  experienced over f i s c a l  years  1985/86-1986187 
required  some remarkable and s e r i o u s  adjustments by the  government. O i l  and 
o ther  commodity p r i c e s  had begun t o  f a l l  e a r l y  i n  t h e  19808, but  t h e s e  
dec l ines  were regarded a s  t r a n s i t o r y .  By 1985186, crude o i l  p r i c e s  f e l l  by 
one h a l f ,  from ~ ~ $ 2 5 / b a r r e l  t o  ~ ~ $ 1 3 / b a r r e l  i n  1986187. Cen t ra l  government 



expenditures decl ined i n  1986 t o  21.7 t r i l l i o n  Rupiah i n  nominal terms, but 
decl ined t o  17.5 t r i l l i o n  Rupiah i n  terms of 1983 pr ices  ( t h e  l a t t e r  number 
was derived by d e f l a t i n g  nominal c e n t r a l  government expenditure d a t a  f o r  
1986). 

The speed and t h e  e x t e n t  of t h e  d e c l i n e  i n  o i l  p r i c e s  were no t  
a n t i c i p a t a d  by G O 1  o f f i c i a l s .  The l o s s  i n  revenue was equal  t o  about one 
t h i r d  of domestic budget revenues and t o t a l  debt  s e r v i c e  r a t i o s  r o s e  t o  37% 
i n  1986. I f  n o t  properly handled, these  circumstances could have l e d  t o  a  
co l l apse  i r r  t he  domestic economy. It was recognized by G O 1  o f f i c i a l s  t h a t  
t h e  d e c l i n e  i n  o i l  revenues was not  t r a n s i t o r y  and d r a s t i c  measures were i n  
order .  Many coun t r i e s  would have attempted t o  continue borrowing, inc rease  
domestic debt  f inancing d r a s t i c a l l y ,  and otherwise delay taking s t r o n g  
a c t i o n  t o  br!*~g about t h e  t h e  s t r u c t u r a l  re-adjustments needed t o  at tempt t o  
continue the  process of development. 

Although t h e  G O 1  had a l ready i n i t i a t e d  var ious  reforms and adjustments 
dur ing  t h e  e a r l y  2980s, i t  took rapid  and s t rong  c o r r e c t i v e  measures 
beainning i n  1985/86. I n  s h o r t ,  t he  G O 1  " b i t  t h e  bu l l e t "  quickly  and hard. 
The measures taken by the  GO1 a r e  repor ted  i n  d e t a i l  i n  va r ious  World Bank 
r .ports. 

Of g r e a t e s t  concern t o  h e a l t h  o f f i c i a l s  was the  G O 1  a c t i o n  taken t o  
r e s t r a i n  pub l i c  expenditure through cur ta i lment  and rephasing of development 
p r o j e c t  expenditures. A very s i g n i f i c a n t  c u t  i n  t h e  o v e r a l l  G O 1  budget was , . 

initiated i n  1986187, from 22.8 t r i l l i o n  Rupiah i n  1985186 t o  t o  21.4 . . I  . . .... . . I  . . ,_.. 
t r i l l i o n  Rupiah i n  nominal t e r m %  in: 1986187. . Howevelt, t h e  'developinent '; .:* , . 

, .. > . . . .  
. . *  . . .  account s u f f e r e d  a more siepzif icant  a b s ~ l l t t e ~ a n d ~  r-rive r e d u c t i h ;  10.8' as .' .' I . . : : :  

compared t o  8.3 t r i l l i o n  Rupiah. between t h e  ' ~ o  years ,  a -  d i f f e rence  of 2.5 - . .  .:. r. -:; ;:' 
. .  . - .  t r i l l i o n  Rupiah. , .  . . . . I  - . .  - -  . . . . 

The World Bank es t ima tes  GNP growth on t h e  order  of only 2.3% over the  
i n t e r v a l  1986 t o  1988. However, growth r a t e s  of 3.4% and 4.0% a r e  f o r e c a s t  
f o r  i n t e r v a l s  of  years  between 1989-90 and 1990-1995, r e spec t ive ly .  
Although these  growth r a t e s  a r e  n o t  n e a r l y  s o  favorable  a s  those  experienced 
during t h e  1970s, (roughly 7% per annum), those  f o r e c a s t  f o r  t h e  i n t e r v a l  
beyond 1986-88 are s i g n i f i c a n t .  The immediate economic crisis appears t o  
have been overcome and d e a l t  with i n  an  extremely responsib le  manner. The 
AID Mission p r o j e c t s  t o t a l  government revenues t o  inc rease  from 21.9 
t r i l l i o n  Rupiah i n  1986/87 t o  Rp.28.7 t r i l l i o n  i n  1990/91 i n  nominal terms. 
Funds a v a i l a b l e  f o r  t h e  development account ,  a f t e r  al lowing f o r  debt  se rv ice  
and i n f l a t i o n ,  are projected t o  d e c l i n e  from Rp.8.3 t r i l l i o n  i n  1986187 t o  
only Rp.7.2 t r i l l i o n  i n  1990191. 

It is  d i f f i c u l t  t o  p r e d i c t  t h e  growth r a t e s  which may occur a f t e r  t h a t  
period due t o  u n c e r t a i n t i e s  regarding f u t u r e  o i l  p r i c e s  and production,  t h e  
l a r g e  debt  s e r v i c e  ob l iga t ions  t h a t  are l i k e l y  t o  p e r s i s t ,  and t h e  ex ten t  t o  
which the  GO1 can "upstream" t h e  economy and s u b s t i t u t e  non-oil r e l a t e d  
expor ts  f o r  expor ts  of petroleum and r e l a t e d  products. Ind ica t ions  a r e  t h a t  
some growth w i l l  occur, but  a t  only modest l e v e l s  a f t e r  1991. Thus, t h e  
government w i l l  b e . a b l e  t o  a l l o c a t e  only modest funds t o  s e l e c t e d  domestic 
programs, including h e a l t h  programs, i n  t h e  near  fu tu re .  



A s  w i l l  be demonstrated, p r inc ipa l  concern focuses on the cen t r a l  
ywernment's heal th  a l l oca t i on  t o  both t he  development and rou t ine  
accounts. But a t t en t i on  muet f i r s t  be focused on how much Indonesia spends 
on hea l t h  and second on the  p r inc ipa l  sources of f inmcing .  Typically, 
countr ies  in South East Asia spend comparatively smal,l amounts on hea l th  
care ,  However, Indonesia's out lays  on hea l th  appear t o  be inordinate ly  
low. Current da ta  suggest t h a t  Indonesia spends leg1 of its GNP on hea l th  
ca r e  than any country i n  South East Asia (see  Attachment I). 

G.1.2 Analgsie of Health Expenditures and Budgets 

Table 2 presents na t iona l  expenditures on hea l th  i n  r e l a t i on  t o  GNP 
and population growth. 

Table 2: National Expenditures on Health i n  Relatf on t o  GNP 
and Population 

(Rp. Bi l l ions  and percentages where indicated)  

Flat. H. Exped. 1,503.1 1,778.4 2,020.5 2,266.5 2,457.5 
Nat, H. Exped. .... a s  % of GNP 2.7 ;.. 2.5 2.3 .,;..2.3 - ,  2.2 : . - $  (. . 
Pop. Growth % 2.2 :-... 2.2..- . 2.2 ' 2 1  ,.. 2.1 -,..: . . .  - - 

t .  r ?. 

....... 
Gov. H. Exped. 489.4 3%. 6 : : -.:.i564. 2 2': ; -673.4 r. ::: 699.9 ; ; .! 2 . . .  

. ,. .? 
IL! : 2 ;; , ., ., .> . 

._ . . . .  . . . .  Gov. H. Ex~ed .  7 ? 
u - .  . - .  .- I .  . . 

; a .  
-. - 

. . . . . . . . . .  as % of Nat. . . . . . .  28.1 7 ; ' :  29.6 " .  .30.7 . . . . .  30.7 ' *  29.7 ' 
. . 

H Exped. .: ! 
Gov. Exped. 
a s  of X GNP .83 -65 .65 68 .68 

Source: Health Expenditure and Financing i n  Indonesia, 
D r .  Ridwan Malik, M.P.H., October 5, 1987. 

"Nat. H. Exped." represents  t o t a l  expenditures and includes public 
and pr iva te  outlays on hea l th  se rv ices  of a l l  kinds. .As Table 2 shows, 
h e a l t h  has  received a decl in ing share of GNP over time and i n  recent  
years  has  barely kept pace with the  r a t e  of increase  population growth. 
I n  addi t ion,  government out lays  on hea l th  care  have been reduced 
dramatically s ince  1982 and during the  e n t i r e  i n t e r v a l  has averaged f a r  
l e s s  than 1% of GNP. Although not  shown i n  Table 2, Malik ( ib id . )  
c a l cu l a t e s  per cap i ta  spending on hea l th  from a l l  sources a t  14,561.1 
Rupiah i n  1986187. A t  an exchange r a t e  of 1,640 Rupiah t o  the US do l la r ,  
t h i s  expenditure is  equivalent  t o  about $8.88. O f  t h i s ,  63.7% of t o t a l  
expenditure was pr ivate ,  or  $5.66 per cap i ta ,  while only $3.22 per capi ta  
was spent by government. 



Clear ly  t h e  Indonesian s o c i e t y ,  and p a r t i c u l a r l y  t h e  government, does 
no t  spend much on h e a l t h ,  ye t  t h e  incidence of " t r a d i t i o n a l "  developing 
country d i seases  and i l l n e s s e s  is very high. This  is alarming given the  
f a c t  t h a t  Indonesian s o c i e t y  is undergoing a t r a n s i t i o n  toward modernization 
which w i l l  be accompanied by an inc reas ing  incidence of chronic ,  
degenerat ive and expensive-to-treat d i seases .  It i s  important not  only t o  
"save l i v e s , "  but  a l s o  t o  avoid t h e  d e b i l i t a t i n g  e f f e c t s  of i l l n e s s  
survived.  Although ch i ld ren  su rv ive  childhood i l l n e s s e s ,  they  o f t e n  do s o  
wi th  a c t u a l  and/or p o t e n t i a l  f u t u r e  d i s a b i l i t y  which could be avoided 
e n t i r e l y .  

Because t h e  workforce of tomorrow c o n s i s t s  of the  pool of chi ldren  
e x i s t i n g  today, f u t u r e  growth and p roduc t iv i ty  a r e  l a r g e l y  dependent on t h e  
investments made i n  c h i l d  s u r v i v a l  today and i n  t h e  near  f u t u r e .  

Recognizing t h a t  t h e  p r i v a t e  s e c t o r  and government a r e  spending s o  l i t t l e  on 
h e a l t h ,  the types of se rv ices  f inanced assume g r e a t e r  importance. I t  i s  
important  t h a t  developing s o c i e t i e s ,  inc luding both t h e  government and 
p r i v a t e  s e c t o r ,  spend a g r e a t  d e a l  on preventable i l l n e s s e s  on behalf of 
c h i l d r e n  t o  enable them t o  become more productive members of t h e  work fo rce  
i n  t h e  f u t u r e .  

Table 3 shows t h e  d i s t r i b u t i o n  of funds f o r  h e a l t h  expenditures among 
admin i s t r a t ive  l e v e l s  of government a s  w e l l  a s  s t a t e  e n t e r p r i s e s  and p r i v a t e  
expanditures.  

- .  . . -  .. . . Table 3: Percentage D i s t r i b u t i o n  ,of  National  Health Expenditures . :-. . '. . .. . .. . . . . 

Gov. Funds 30.7 29.7 28.1 29.6 30.7 

Centra l  22 .O 20 .O 18.2 18.1 22 .O 

D i s t r i c t  4 .O 4.5 4.2 4.8 4 .O 

S t a t e .  Ent. 5.7 6.5 6.9 6.6 5.7 

P r i v a t e  63.7 63.8 65.2 63.7 63.7 

Source: Health Expenditure and Financing i n  Indonesia, 
D r .  Ridwan Malik, M.P.H., October 5, 1987. 



Table 3 c l e a r l y  i l l u s t r a t e s  t h e  cons tant  cont r ibut ion  t h a t  both the  
pub l i c  and p r i v a t e  s e c t o r s  have made over time toward f inancing h e a l t h  ca re  
in Indonesia and es tabl i shes  cen t ra l - l eve l  spending a s  making up t h e  l a r g e s t  
por t ion  of government funding f o r  h e a l t h  care .  I n  add i t ion ,  a  good dea l  of 
t h e  funds a l l o c a t e d  t o  p rov inc ia l  and d i s t r i c t  governments o r i g i n a t e  from 
the  c e n t r a l  government l e v e l .  

Prel tminary i n d i c a t i o n s  a r e  t h a t  t h e  p r i v a t e  s e c t o r  is an even l a r g e r  
source of funding than t h e  percentages presented i n  Table 3 ind ica te .  It 
h.aa been suggested t h a t  t h e  p r i v a t e  s e c t o r  sha re  Is as h igh  as 75% and t h a t  
government f inancing a t  a l l  l e v e l s  is  on t h e  order  of only 25% r a t h e r  than 
the  30% suggested by t h e  d a t a  c u r r e n t l y  ava i l ab le .  

Table 4  p resen t s  the  a c t u a l  expenditures or  " rea l i za t ion"  by sources 
of government f inancing f o r  f i s c a l  year  1985186 by program o r  " funct ional  
account." 

Table 4: Government Health Expenditures by Programs and Sources of Funds 
( F i s c a l  Year 1985/86, Rp. B i l l i o n s )  

PROVINCIAL - 
Dev. 9.0 7  6 12.6 1.0 5.7 35.9 
Routine 52.1 -16 .08 .O 7  64.0 116.5 

DISTRICT 
Dev. 1.7 

TOTAL -- 

Source: Health Care Financing i n  Indonesia,  Broto Wasisto, e t  a l . ,  
presented a t  the  Asian Development Bank Health Care Financing 
Seminar, Manila, August 4, 1987. Under r ev i s ion .  

P r i n c i p a l  i n t e r e s t  i n  terms of c h i l d  su rv iva l  a c t i v i t i e s  focuses on 
a l l o c a t i o n s  t o  h o s p i t a l s  a s  compared t o  a l l o c a t i o n s  t o  h e a l t h  cen te r s  and t o  
programs as f u n c t i o n a l  accounts. Most c h i l d  su rv iva l  a c t i v i t i e s  are 
conducted a t  t h e  h e a l t h  cen te r  l e v e l  and below and a l s o  a r e  t h e  bulk of t h e  
a c t i v i t i e s  conducted i n  t h e  category of "programs," which mainly c o n s i s t s  of 



EPI a c t i v i t i e s .  The "others"  ca tegory  c o n s i s t u  mainly of a d m i n i s t r a t i o n  a t  
a l l  l e v e l s .  Manpower and t r a i n i n g  a l s o  "cut  a c r o s s  t h e  board." 

C l e a r l y ,  t h e  bulk  of  funds ,  even a f t e r  a:Ll.ocation t o  lower l e v e l s  of 
government, remains under t h e  c o n t r o l  of t h e  c e n t r a l  government. 

C o l l e c t i v e l y ,  t h e  bulk of p r o v i n c i a l  and d i s t r l c t  l e v e l  funds are 
"locked-in" t o  r o u t i n e  expend i tu re s  and are sm~~ll i n  comparison t o  c e n t r a l  
government funding. 

Thus, t h e  a n a l y s i s  h e r e  w i l l  focus  on t h e  c e n t r a l  budget lexpendi ture  
c a t e g o r i e s .  The major i s s u e s  concern t h e  l e v e l s  of c e n t r a l  budget 
a l l o c a t i o n s  over t h e  las t  t h r e e  yea r s ,  du r ing  which time c e n t r a l  budgets  and 
consequent ly expend i tu re s  were d r a s t i c a l l y  reduced. Table 5 p r e s e n t s  MOH 
c e n t r a l  budget expendi tures  over  f i s c a l  yea r s  1982183 t o  1986187. 

Table 5: Cen t r a l  MOH Expenditures ,  1982183 t o  1986187 
(Nominal and 1983 P r i c e  Adjusted,  Rp. B i l l i o n s )  

F i s c a l  Years 82/83 83/84 84/85 85/86 86/87 
-------___----_-----________________________________________________________________________________------------------------------------------------- 

DEVELOPMENT ( APBN-DIP) 
Nominal 

Real  (1983 p r i c e s )  

ROUTINE ( APBN-DIK) 
Nominal 

Real  (1983 p r i c e s )  

PRXSIDENTIAL SPECIAL 
FUNDS ( INPRES ) 
Nominal 

Real  (1983 P r i ces )  

SUBSIDY FOR OPEKATIONS 
AND MAXNTENANCE ( SBBO) 
Nominal 

Real  (1983 P r i ces )  

TOTAL (NOMINAL VALUES) 

TOTAL (1983 PRICES) 

Source: Bureau of Planning,  Minis t ry  of Heal th,  November, 1987. 

65.2 . . 

:. 46.2 . . . %  .., ,- 
I d ,  ' * I  4 .  



Note t h a t  no e f f o r t  throughout t h i s  a n a l y s i s  has  bken made t o  d e f l a t e  
nominal values by convert ing them i n t o  US d o l l a r s  a t  exchange rates 
p reva i l ing  a t  var ious  po in t s  i n  time. Conversion ,to US d o l l a r s  is only 
u s e f u l  i f  one wants t o  make i n t e r n a t i o n a l  comparisons (e.g., Japan's GNP 
ve r sus  t h a t  of the  U.S.), o r  i f  a  s i g n i f i c a n t  port$on of expendituren 
involve  importat ion requ i r ing  s u b s t a n t i a l  fo re ign  exchange. Becaube most 
MOH expenditures a r e  i n  l o c a l  currency,  t h e r e  is l i t t l e  po in t  i n  convert ing 
expenditure da ta  t o  d o l l a r s .  

C l e a r l y  t h e  MOH c e n t r a l  budget (and consequently expenditures)  has 
f a l l e n  d r a s t i c a l l y  i n  r e c e n t  years .  Over t h e  e n t i r e  i n t e r v a l  
1982183-1986187, c e n t r a l  MOH expenditures decl ined by over 33% i n  r e a l  terms 
(1983 p r i c e s ) ,  and a s i z a b l e  p o r t i o n  of t h a t  occurred i n  t h e  most r ecen t  
year  when expenditures i n  r e a l  terms decl ined by I!)% from l e v e l s  i n  1985186. 

I n  nominal terms, t o t a l  expendi tures  increased by about  12.5%, wi th  
r o u t i n e  expenditures (APBN-DIK) inc reas ing  by about 77%, InPres out lays  
inc reas ing  by roughly 16% and SBBO inc reas ing  by about 49% over the  period. 
However, development expendi tures  (APBN-DIP) decl ined by approximately 40% 
i n  nominal terms, o r  about 62% in t e a l  terms over t h e  e n t i r e  per iod ,  and 
s u f f e r e d  a dec l ine  of nea r ly  50% i n  r e a l  terms between 1985186 and 1986187. 

I n  order  t o  f u l l y  a s s e s s  t h e  consequences of these  very  s i g n i f i c a n t  
d e c l i n e s  i n  expenditures,  i t  is  necessary t o  analyze t h e  elements financed 
by each of t h e  major components of c e n t r a l  budget/expenditure ca tegor ies  a s  
w e l l  as t h e  decis ion  process by which budgets and expel?ditures a r e  . .  , , 

determined.. . . .- . - .- - . . . . - . . . . 

6.2 D e s c r i p ~ i o n  of MOH Budget Decision Processes and Components ,:.$: . . ( .  . 
- - -- - - 

G.2.1 Budnet Decision Prockmes . . .  - .  

The b a s i c  budget a l l o c a t i o n  occurs i n  connection with the  development 
of t h e  Repe l i t a ,  or  n a t i o n a l  f ive-year  development plan. Theore t ica l ly ,  t h e  
planning process is t o  be a bottom-up process i n i t i a t e d  a t  t h e  d i s t r i c t  
l e v e l .  However, because t h e  bulk of  funding comes from c e n t r a l  government 
sources,  t h e  d i s t r i c t  plans a r e  taken i n t o  cons ide ra t ion  by c e n t r a l  
a u t h o r i t i e s  who u l t ima te ly  make f i n a l  budget a l l o c a t i o n  dec i s ions  which may 
be  much d i f f e r e n t  from what d i s t r i c t  planners envisioned. 

The n a t i o n a l  p r i o r i t i e s  are set by t h e  Cabinet and genera l  guidel ines  
a r e  i ssued by t h e  c e n t r a l  planning agency (Bappenas) t o  a l l  government 
agencies including t h e  MOH. Upon r e c e i p t  of t h e  genera l  quidel ines ,  t h e  
14inister  of Health, i n  consu l t a t ion  with t h e  Direc tor  Generals of the  
va r ious  d i r e c t o r a t e s ,  s e t s  t h e  pol icy  p r i o r i t i e s  f o r  t h e  min i s t ry  wi th in  t h e  
framework of Bappenas, n a t i o n a l  development guidel ines .  The var ious  
d i r e c t o r a t e s  submit t h e i r  budget r eques t s  t o  t h e  Secre tary  General of Health 
and Direc tor  General of Planning, who i n  t u r n  d i scuss  budget r eques t s  with 
each Di rec to r  General ind iv idua l ly .  



Afte r  f i r s t - round consu l t a t ions ,  t h e  Planning Direc tor ,  i n  
consu l t a t ion  with the  Secre tary  General and the  Minister ,  prepares budgets 
f o r  the  e n t i r e  h e a l t h  s e c t o r ,  a t tempt ing t o  r econc i l e  d i f f e r e n c e s  i n  the  
perception of p r i o r i t i e a  among the  MOH d i r e c t o r a t e s .  This  d r a f t  is 
c i r c u l a t e d  t o  t h e  Secre tary  General,  Minis ter ,  and Direc tor  Generals. 

J o i n t  meetings are held  t o  d i s c u s s  d i f ferences .  F i n a l  dec i s ions  a r e  
made by t h e  Minis ter ,  and t h e  Direc tor  of Planning begins nego t i a t ions  with 
t h e  appropr ia t e  o f f i c i a l s  i n  Bappenas and t h e  Ministry of Finance (MOF), 
periodical1,y consul t ing  with t h e  Sec re ta ry  General and t h e  l4 in is ter  of 
Health. Once agreement is reached by a l l  p a r t i e s ,  t h e  budget i s  f i n a l i z e d  
and included i n  t h e  Repeli ta .  

However, t h e  plan is a r o l l i n g  plan and mid-year supplemental budget 
r eques t s  and r e a l l o c a t i o n s  among l i n e  i tems a r e  usua l ly  permit ted.  Also, a t  
t h e  beginning of December i n  each year ,  resubmissions of t h e  following 
f i s c a l  y e a r ' s  budget r eques t s  a r e  t o  be submitted t o  Bappenas and t h e  MOP 
f o r  f i n a l  dec i s ion ,  which i s  reached i n  such the  same fashion p r i o r  t o  Apr i l  
l s t ,  t h e  beginning of t h e  next  f i s c a l  year .  

Throughout t h i s  p r x e s s ,  consu l t a t ions  a r e  he ld  with p rov inc ia l  and 
d i s t r i c t  o f f i c i a l s  and o f t en  admin i s t r a to r s  of ind iv idua l  h o s p i t a l s  and 
h e a l t h  c e n t e r s  a s  w e l l  a s  t h e  managers of major programs. P o l i t i c i a n s  o f t en  
a t tempt  t o  in f luence  decis ions ,  p a r t i c u l a r l y  development p r o j e c t s  such as 
h o s p i t a l  and h e a l t h  center  cons t ruct ion .  Often, cons t ruct ion  p r o j e c t s  t h a t  
have n o t  been completed due t o  funding r e s t r i c t i o n s  and work backlogs a r e  - . .  

. .. . . included in t h e  plan. General ly speaking, - in  t h e  past , - : funds f o r  :-. ' ,  ' ... . . .  - -..-,- 
. . 

A- cons t ruc t ion  p r o j e c t s  no t  i n i t i a t e d  'or qompleted w i t h i n  the-s 'cheduled-time' . s . ! -,.:.. 

could be c a r r i e d  over f o r  a. pe'ridd as long' a s  t h r k e  Leare, .. However, i n  '2-::.:. .:=fl?r<.- - 
. . . . . .  r ecen t  years  of budget a u s t e r i t y , . c a r r y  over beyond one year  h a s  ,not been.  . : : .  . , . .. ,.. . 

permitted. 

G.2.2 P r i o r i t i e s  f o r  Repel i ta  V 

Of p a r t i c u l a r  i n t e r e s t  t o  the  present  s tudy a r e  examples of t h e  types 
of p r i o r i t i e s  e s t a b l i ~ h e d  f o r  t h e  MOH by t h e  Minis ter  of Health. Most 
r e l evan t  a r e  t h e  p r i o r i t i e s  t h a t  have been es tab l i shed  f o r  1989-1993 i n  
Repel i ta  V. These p r i o r i t i e s  are:  

1. Support of Child Survival  Programs 

2. Support f o r  Maintaining Exis t ing  Ongoing Programs 

3. Matching Funds Required of Foreign Assistance 

4. Support of Continuing Manpower Development 

A l l  i n  a l l ,  t hese  p r i o r i t i e s  make a g r e a t  d e a l  of sense  and f i t  wel l  
wi th  t h e  aims of USAID's s t r a t e g y  f o r  t h e  h e a l t h  sec to r .  I n  t h i s  planning 
period 's  nego t i a t ions ,  the  MOH is prepared t o  f i g h t  f o r  an increased 
budgetary a l l o c a t i o n  o r  t o  a t  l e a s t  hold out  f o r  no a d d i t i o n a l  c u t s  i n  
e i t h e r  development or  rou t ine  budgets. 



The MOH Planning Bureau is prepared t o  attempt a rea l loca t ion  of funds 
firom the auppacz of hosp i ta l s  t o  t h e  support of ch i ld  survival  programs 
given its highest min i s t e r i a l  priori ty,  .The MOH ie prepared t o  experiment 
with r a i s ing  user f e e s  a t  hosp i ta l s  and hea l th  centers  i n  se lec ted  areas  
where i t  appears t h a t  people could a f ford  them. l h e  MOH is a l s o  anxious t o  
experiment with public and pr ivate  s o c i a l  f inancing schemes i n  an e f f o r t  t o  
mobilize more community resources t o  support the  provision of hea l th  
services.  

6.2.3 Description of Budget Components 

The major budget categories were described b r i e f l y  i n  Section 3.2. of 
t he  project  paper. They a t e  t he  development account (APBN-DIP), t h e  rout ine  
account (APBN-DIK), t he  pres iden t ia l  o r  InPres account, a subsidy fo r  
operations and maintenance (SBBO). 

G.2.4 Investment versus Recurrent Expenditures 

The confusing fb ing ,about  t h e  ;Indonesian budget categories  is t h a t  one 
expects development ( D I  f) and rou.tine (DIK)  budgetary categories  t o  r e f l e c t  
investment and recurrent  expenditure categories.  This is not the  case. 

Both the  AE'BN-DIP and the APBN-DIK fund la rge  amounts of recurrent  
expenditures. Thus, reductions i n  the  DIP account do not r e f l e c t  a 
"rephasing" of c a p i t a l  expenditures; ra ther ,  they r e f l e c t  cutbacks i n  
recurrent  expenditures a s  well. Prescot t  est imates t h a t  the  recurrent  
portion of the  DIP account h a s  remained ' f a i r l y  constant over the  previous ,:..:.:. . :.. 1- ,::..:. 

f i v e  years .*. However, the-dras t ic .  reduction i n ,  t h e  DIP account, ' which. has  ; ,  .: 1 r ::-. 

. .  . not  been o f f s e t  by corresponding. incr&ses - in  the  DIK account, l eads .  t o *  the  .:;.': ', a .'! 

conclusian t h a t  reductions have-occurred with respect  t o  important-ongoing ., : . - .  ' .; 
programs, including ch i ld  survival .  What is needed is' a p ic ture  'over time ' 

of what has happened t o  expenditures on hosp i ta l s ,  drugs, and ch i ld  survival  
as major program elements. Developing t h i s  p ic ture  requires  some ingenuity. 

G.3 Expenditures on Child Survival and Proportions Over Time 

G.3.1 Expenditures on Child Survival and Other Major Programs 

Table 6 preeents a breakdown of p r ice  adjusted absolute expenditures 
and percentages by type of hea l th  program funded by the  Indonesian 
goverment from 1982183 t o  1986/87. 

-- 
*Nick Prescott ,  Indonesia, Health Planning and Budget, February 1987. 





Even with t h i s  growth i n  h o s p i t a l  spending, the  occupancy r a t e s  a r e  
a t i l l  low. Bed occupancy raterr of c l a s s  A, B, C, and D h o s p i t a l s  were 76.9, 
67.8, 5 9 , l  and 48.4% respec t ive ly ,  i n  1986187. I'he f a c t  t h a t  these  r a t e s  
a r e  s o  low suggests  e i t h e r  t h a t  i n  the  minds of p o t e n t i a l  c l i e n t s  they o f f e r  
very  l l t t l e  by way of s e r v i c e ,  o r  t h a t  t h e  user  f e e s  charged a r e  beyond t h e  
capac i ty  of many o r  most p o t e n t i a l  p a t i e n t s .  

One reason f o r  t h e  s h i f t  from c e n t r a l  government t o  p rov inc ia l  and 
d i s t r i c t  l e v e l  f inancing has  been t h e  G O I ' s  emphasis on "decent ra l iza t ion"  
and poss ib ly ,  t h e  inc reas ing  r e l i a n c e  on user  f e e s  t o  f inance  t h e  opera t ions  
of  p rov inc ia l  and d i s t r i c t  h o s p i t a l s .  However, it is w e l l  known t h a t  
p rov inc ia l  and d i s t r i c t  governments do n o t  have uniform p o l i c i e s  concerning 
t h e  r e t u r n  of user  f e e s  t o  h o s p i t a l s  o r  i n  allowing h o s p i t a l s  t o  r e t a i n  them. 

Barnum has  est imated t h a t  r o u t i n e  c o s t s  of a l l  h o s p i t a l s  have remained 
roughly unchanged dur ing r e c e n t  years  ( a t  around 110 b i l l i o n  Rupiah i n  
cons tan t  p r i c e s )  and a r e  j u s t  beginning t o  decl ine .  He c o r r e c t l y  observes 
t h a t  t h i s  is c o n s i s t e n t  with a r a t i o n a l  po l i cy  of reducing c a p i t a l  
development ou t l ays  while t r y i n g  t o  mainta in  t h e  e x i s t i n g  c a p i t a l  s tock and 
consequent l e v e l  of s e r v i c e  ( see  Howard Barnum, Hospi ta l  Expenditures i n  
Indonesia, June, 1987). 

Third,  spending on programs and h e a l t h  cen te r s  has decl ined i n  r e a l  
terms over t h e  period by almost 20%. There is no evidence t h a t  t h i s  decl ine  
has  been picked up by h e a l t h  u n i t s  included i n  the  "others" category. This 
dec l ine  has  s e r i o u s  implica.tions f o r  the. e f f e c t i v e  de l ive ry  of c h i l d  

- . .  , 
' .  . . . a , .  .. s u r v i v a l  s e r v i c e s ,  b e c a u s e . h e a l t h ' c e n t e t s  a r e , a n  important '  p a r t ' o f  the  . . .  ... 

3 I . . . . . &  i n f r a s t r u c t u r e  needed t o  support '  t h e '  provis ion  'of c h i l d  s u r v i v a l  program ' 1 . ' -  - ' , * * .  ' 

- . .  - .-.. 4 . .  - -  a c t i v i t i e s .  - . _ '  . . . . . . 

Fourth, and perhaps most s i g n i f i c a n t  f o r  t h e  purposes of t h i s  p ro jec t ,  
spending on c h i l d  s u r v i v a l  h a s  been dec l in ing  s t e a d i l y  i n  r e a l  terms 
throughout t h e  period,  with t h e  exception of 1985/86, a year  i n  which donors 
responded wi th  unusual generos i ty  t o  G O 1  r eques t s  f o r  a s s i s t a n c e .  Over t h e  
period s tud ied ,  government spending on c h i l d  su rv iva l  has  decreased i n  
cons tant  p r i c e s  by over 20%. As a percentage of government spending, c h i l d  
s u r v i v a l  has  decl ined from 13.5% t o  only  11.1%, a r e l a t i v e  percentage 
decrease  of nea r ly  18%. 

Independent c a l c u l a t ~ o n s  performed by o f f i c i a l s  i n  t h e  Planning 
Bureau, MOH i n d i c a t e  t h a t  c e n t r a l  government non-salary spending on c h i l d  
s u r v i v a l  amounted t o  about 10% of t o t a l  c e n t r a l  government development 
expenditures on h e a l t h  i n  each of t h e  last  t h r e e  years ,  f o r  about 32 b i l l i o n  
Rupiah i n  t o t a l  over t h e  period 1985 t o  1987. Thus i t  would n o t  appear t h a t  
t h e  c e n t r a l  government i s  being over ly  generous i n  terms of i t s  support  of 
c h i l d  su rv iva l .  

Note t h a t  i n  s p i t e  of t h e  d isappoint ing  t rends  documented i n  Table 6 ,  
it is f a i r  t o  say  t h a t  t h e  G O 1  appears t o  have attempted t o  maintain a 
reasonably s t rong  commitment t o  c h i l d  s u r v i v a l  programs. Since 1983/84 the  
amount of spending i n  nominal terms on t h e s e  programs has  s t e a d i l y  



increased. However, t h e  growth i n  nominal spending has not kept up with the  
pace of i n f l a t i o n  or  the  estimated need f o r  services.  

Perhaps j u s t  a s  important, the composition of government spending has 
changed over t h i s  period. Given the  str ingency on government funds, donor 
ageucies have been asked t o  increase  t h e i r  aseis tance.  However, donors a r e  
r e luc t an t  t o  pay recurrent  cos t s  such a s  f i e l d  worker incent ive  payments. 
The government has had t o  gradually withdraw incent ive  payments t o  workers 
a t  hea l th  cen te rs  while donors have responded t o  requests f o r  increased 
ass is tance la rge ly  by supplying vaccines and other products. The result  i s  
t h a t  the  "mix" of ch i l d  survival  products and se rv ices  has changed over time 
aud the consequences a r e  more se r ious  than the  decline i n  t o t a l  spending i n  
constant  Rupiah would suggest. 

G.3.2 Target Estimate of Need f o r  Child Survival  Funding 

Demographic project ions  ind ica te  t h a t  i n  about 15 years, the  bulk of 
the  Indonesian population w i l l  be i n  t h e  productive age group of 18 t o  55 
years. Thus, 15 years  may be adopted a s  a reasonable period f o r  which 
emphasis should be given t o  ch i l d  surv iva l .  This is not  t o  say t h a t  
s t r i c t l y  non-child surv iva l  cura t ive  se rv ices  should not be allowed t o  grow; 
r a the r ,  i t  suggests a timeframe i n  which t o  give p r i o r i t y  t o  funding ch i ld  
surv iva l  programs. 

According t o  USAIDts "Health and ~ o ~ u l a t i o n  Sector Review and 
Assessment," ch i ld  surv iva l  ind ica tors  (e.g., mother-child hea l t h  del ivery,  
immunization coverage, diarrhea) suggest an average coverage of about 40%. 
However, the  bas i s  f o r  t h i s e s t i m a t e  was ra ther . ske tchy ,  and more accurate  ' ' ' . . . . estimates being reported by ' the  MOH suggest that. t he  . l eve l  of coverage ' , . f 8 * . :  * ,:., :.I. ;. 

approximated only 30% with :a l4OX l e v e l  being achieved only i n  f i s c a l  . year - ' .- ' . - ' :  .? - :y . -  
1985186. I n  Table 6, 1985/86 was a year i n  which spending on ch i ld  surv iva l  i .  

approached the  highest  l e v e l  of i n  r e a l  terms (1983 pr ices )  over the  e n t i r e  
period 1982183-1986187. After  t h a t  year, spending on chi ld  survival  
declined i n  r e a l  terms, and coverage i s  believed t o  have declined somewhat 
a s  well. 

The MOH is  cur ren t ly  attempting t o  extend ch i ld  survival  "outreach" 
through t he  fu r the r  development of the  in tegra ted  ch i ld  survival  v i l l a g e  
hea l th  posts (PosYandu). When f u l l y  organized and understood by members of 
l o c a l  communities, t h i s  program eventually should f a c i l i t a t e  the  rapid  
expansion of se rv ice  provision t o  populations f o r  which ch i ld  surv iva l  
in tervent ions  have s i gn i f i c an t  impact. 

It is estimated t ha t  the  r a t e  of coverage grew from 30% t o  40% i n  the 
three-year i n t e rva l  1982183-1985186, a simple annual average r a t e  of 
increase of 3.3%. In  order t o  reach a t a r g e t  object ive  of 75% coverage over 
the  seven year l i f e  of the  project ,  it w i l l  be necessary t o  expand coverage 
by 5% a year. This implies t h a t  the  r a t e  of growth i n  coverage be increased 
from 3.3% annually t o  5% over t h e  next seven years, o r  an increase i n  the  
annual r a t e  of growth of chi ld  survival  coverage of 1.7% annually. Given 
t h a t  50% of the  population is comprised of women of reproductive age and 



ch i ld ren ,  an lncrease  i n  c h i l d  ourvival  coverage of 1.7 percentage points  
impl ies  t h a t  roughly an  a d d i t i o n a l  1.5 mi l l ion  (170) ( - 5 )  ( .Ol7) chi ldren  and 
women of reproductive age who d id  n o t  r ece ive  aervicoe  i n  t h a t  year  due t o  
l a c k  of funds would have received c h i l d  s u r v i v a l  se rv ices .  I n  order t o  
e l e v a t e  t h e  annual r a t e  of growth i n  coverage t o  5X, spending on c h i l d  
ourv iva l  programs would have t o  have been increased from 60.3 t o  91.36 
(5/3.3) (60.3) b i l l i o n s  Rupiah i n  1983 p r i ces .  Converting t h i s  volume of 
spending t o  1986/87 p r i c e s  y i e l d s  115 b i l l i o n  Rupiah a s  the  needed l e v e l  of 
t o t a l  annual expenditure. 

G.3.3 P r o j e c t  Impact 

Because t h e  g r e a t e s t  p a r t  of h e a l t h  b e n e f i t s  
i n  na tu re .  t h e  government should only have t o  bear 

i s  p r i v a t e  and not  publ ic  
p a r t  of t h e i r  cos t .  The 

per  u n i t  c o s t s  Gf de l ive r ing  most c h i l d  s u r v i v a l  s e b i c e s  a r e  small (e.g., 
$2.25 f o r  complete immunization, s e e  Car l  Stevens)* and thus a r e  wi th in  a 
range t h a t  can be af forded by most households, even i n  r u r a l  areas.  While 
i n  t h e  long run Indonesians w i l l  be a b l e  t o  bear most of t h e  c o s t s  
p r i v a t e l y ,  i n  t h e  s h o r t  run  t h e  gwernment is ob l iga ted  t o  bear  a 
s i g n i f i c a n t  por t ion  of t h e  c o s t s  involved through r e a l l o c a t i n g  funds w i t h i n  
e x i s t i n g  budgets. The p r i v a t e  s e c t o r  w i l l  be t h e  dominant source of new 
funds needed t o  expand c h i l d  s u r v i v a l  programs i n  t h e  f u t u r e .  

The p ro jec t  w i l l  a s s i s t  t h e  government t o  s h i f t  funds wi th in  the  MOH 
budget and a s s i s t  the  Indonesian s o c i e t y  i n  genera t ing  t h e  new funds 
requi red  t o  be a b l e  t o  a l l o c a t e  115 b i l l i o n  Rupiah annual ly  t o  support ch i ld  
s u r v i v a l  programs s o  a s  t o  achieve t h e  t a r g e t  r a t e  of growth i n  coverage of 
5 percent  annually.  Because a g r e a t  d e a l  of reliance w i l l  be placed on 
s o c i a l  insurance  schemes and o t h e r  p r i v a t e  funding sourc=s,  i t  is est imated 
t h a t  :he v i s i b l e  inc rease  i n  t h e  MOH budget f o r  c h i l d  s u r v i v a l  w i l l  be on 

' ' 

t h e  o rde r  of 35% over t h e  LOP. However, t h e  p r o j e c t  does no t  envis ion  t h a t  
any of t h a t  inc rease  w i l l  be t h e  r e s u l t  of an increased a l l o c a t i o n  from the  
t reasury .  

Over a period of 15 years ,  given t h a t  t h e  annual inc rease  i n  t h e  
populat ion served by t h e  p r o j e c t  i s  approximztely 1.5 m i l l i o n  women and 
ch i ld ren  annually,  t h e  p ro jec t  w i l l ,  i n  terms of d i r e c t  r e c e i p t  of c h i l d  
s u r v i v a l  se rv ices ,  u l t ima te ly  a f f e c t  a t  l e a s t  22.5 (1.5) (15) mi l l ion  people 
a t  an A I D  c o s t  of $15 mi l l ion ,  o r  an undiscounted $.67 per  person. This  
compares with a cu r ren t  est imated per c a p i t a  spending on h e a l t h  se rv ices  i n  
Indonesia from a l l  sources of roughly $9.00. However, because t h e  ob jec t ive  
of t h e  p r o j e c t  i s  both t o  e l e v a t e  and s u s t a i n  spending on c h i l d  s u r v i v a l  
s e r v i c e  de l ive ry ,  t h e  l e v e l  of c h i l d  s u r v i v a l  s e r v i c e s  de l ive ry  w i l l  be 
sus ta ined  beyond 15  years .  The b e n e f i t s  w i l l  extend f o r  the  e n t i r e  l i f e t i m e  
of  many of those  rece iv ing  se rv ices .  

%arl Stevens, Arie Dodoh, Increas ing Ef f i c i ency  of  Health Services i n  
Indonesia: A Key t o  Child Survival ,  1986. 



I n  a d d i t i o n ,  a s  a r e s u l t  of the  s o c i a l  f inancing schemes i n i t i a t e d  
through t h i s  p r o j e c t ,  an est imated 30% of the  population w i l l  be brought 
i n t o  a organized s o c i a l  insurance ~chemes  ( inc luding p r i v a t e  h e a l t h  
insurance and poss ib ly  HMOs) over the  same 15-year period. Thus, the  p ro jec t  
w i l l  a f f e c t  a t  l e a s t  51 mi l l ion  persons, providing them wi th  e i t h e r  
completely new or  b e t t e r  oppor tun i t i e s  t o  presave and pool t h e  f i n a n c i a l  
r i s k s  a s s o c i a t e d  with d i seases  and i l l n e e s e a  of a l l  k inds  dur ing  t h e i r  
l i f e t i m e s .  

G.4 Sources of  Funds t o  Support Child Survival  A c t i v i t i e s ,  LOP 

G.4.1 Opportunit ies  f o r  Fund Generation and Real locat ion  

S u b s t a n t i a l  oppor tun i t i e s  e x i s t  f o r  a  h e a l t h  s e c t o r  f inancing 
s t r u c t u r a l  in t e rven t ion  p ro jec t  t o  have a major impact on improving t h e  
e f f i c i e n c y  and t h e  o v e r a l l  performance of Indonesia 's  h e a l t h  sec to r  a s  wel l  
a s  on f a c i l i t a t i n g  an inc rease  i n  spending on c h i l d  s u r v i v a l  programs and 
o the r  se rv ices .  

While no t  one of the  p r o j e c t  ob jec t ives ,  t h e r e  appear t o  be grounds 
f o r  t h e  G O 1  t o  spend more on h e a l t h  s e r v i c e s  i n  general .  Even a small  
inc rease  i n  a l l o c a t i o n s  t o  t h e  h e a l t h  s e c t o r  would be very s i g n i f i c a n t ,  
p a r t i c u l a r l y  i f  a l l o c a t e d  d i r e c t l y  t o  c h i l d  s u r v i v a l  programs. While not  
p a r t  of t h e  p r o j e c t ,  i t  i s  worth no t ing  that t h e  a n a l y s i s  i n d i c a t e s  t h a t  
government should epend more on h e a l t h .  I f  t h e  G O 1  were t o  b r ing  back 
spending on h e a l t h  t o  2.7 percent  of GNP, t he  l e v e l  achieved i n  1982183, 
t h i s  would amount t o  88.0 b i l l i o n  Rupiah i n  1987 pr ices .  However, under 
c u r r e n t  budgetary circumstances, t h i s  would involve a major d ivers ion  of 
funds . - .. . -. . 

For tunate ly ,  consumers a r e  obviously w i l l i n g  t o  pay f o r  h e a l t h  
' 

se rv ices ;  indeed, they a r e  paying f o r  t h e  bulk of them now. The s t r u c t u r e  
of user  f e e s  should and w i l l  be a l t e r e d .  Community funds of va r io~ss  types 
a r e  i n  ex i s t ence  and can be be r e d i r e c t e d  t o  se rve  c h i l d  s u r v i v a l  purposes. 
Soc ia l  f inancing schemes of var ious  types a l r eady  and a r e  evolving along 
with new forms t h a t  w i l l  se rve  t o  r e i n f o r c e  t h i s  e x i s t i n g  i n s t i t u t i o n a l  
phenomenon. The d a t a  suggest t h a t  whi le  h e a l t h  budgets a r e  moving roughly 
i n  t h e  r i g h t  d i r e c t i o n ,  funding c a t e g o r i e s  can be s h i f t e d  t o  b r ing  
government spending more i n  l i n e  wi th  s t a t e d  c h i l d  s u r v i v a l  p r i o r i t i e s .  

F i n a l l y ,  s i g n i f i c a n t  e f f i c i e n c i e s  could be e f f e c t e d  i n  t h e  h o s p i t a l  
sec to r  and i n  t h e  procurement and dispensing of drugs. E f f i c i e n c i e s  range 
from s h i f t i n g  resources  away from underu t i l i zed  h o s p i t a l s  t o  enforc ing 
proper p r e s c r i p t i o n  pa t t e rns  among physicians.  

G.4.2 Est imates of Sources and Magnitudes of Funds 

S h i f t s  i n  Funds away from Hospi ta ls .  

Table 6 showed t h a t  although government spending on h o s p i t a l s  (1983 
p r i ces )  has  decl ined marginally i n  r e a l  terms over t h e  period 1983-1986, the  
percentage of government spending on h o s p i t a l s  has n o t  changed. However, 



r a a l  spanding on c h i l d  su rv iva l  decl ined i n  th i s  period by over 25%. I n  
1906/1987, epending on c e n t r a l  hoep i t a l e  equaled Rp.103.9 b i l l i o n e  and 
spending on provincia l  and d i s t r i c t  h o e p i t a l e  equaled Rp.108.5 b i l l i o n  f o r  a 
t o t a l  of 212.4 b i l l i o n  Rupiah i n  1986187 pr ices .  Since c h i l d  eu rv ive l  is 
t h e  h ighes t  p r i o r i t y  i n  t h e  MOII, f u ~ ~ d s  could be s h i f t e d  from hosp i t a l e  and 
d ive r t ed  t o  c h i l d  su rv iva l .  

Al locat ions  t o  hospita1.s a r e  made on the  b a s i s  of a t a r g e t  r a t e  of 80% 
of capaci ty  based on bed occupancy. However, Stevens r e p o r t s  t h a t  o v e r a l l  
i n  1985/86, h o e p i t a l e  were opera t ing  a t  only  60% of bed occupancy. Simple 
d i v i s i o n  would euggest  t h a t  h o s p i t a l s  are a l l o c a t e d  resourcee beyond t h e i r  
needs by about 25% (60180 75%). Using t h i s  simple c a l c u l a t i o n  would 
suggest  t h a t  53.1 b i l l i o n  Rupiah could be d ive r t ed  from t h e  h o s p i t a l  account. 

There is more t o  running h o s p i t a l e  than j u s t  providing i n p a t i e n t  
s e r v i c e s ,  however. Cer ta in  f ixed o r  semi-fixed s e r v i c e s  must be 
maintained. Nonetheless, the  case f o r  d i v e r t i n g  some s t a f f  and mate r i a l s  i s  
v i r t u a l l y  overwhelming. I n  terme of d ivere ion,  m~.:e should be d ive r t ed  from 
t h e  c e n t r a l  budget than from prov inc ia l  and d i s t r i c t  budgets so a s  not  t o  
impede t h e  process of d e c e n t r a l i z a t i o n  t h a t  has been a r a t i o n a l  pol icy  of 
t h e  GO1 f o r  s e v e r a l  years. Therefore,  it seems reasonable t h a t  4.5 t o  5% of 
t o t a l  resources  (~p .212 .4  b i l l i o n e  i n  1985/86, o r  Rp.9.5 t o  11 b i l l i o n  i n  
round numbers) could be d ive r t ed  from h o s p i t a l  a c t i v i t i e s  t o  c h i l d  su rv iva l  
a c t i v i t i e s .  

This  could be apportioned roughly t o  an 8 t o  9 b i l l i o n  Rupiah 
con t r ibu t ion  from c e n t r a l  h o s p i t a l  accounts and 1.5 t o  2.0 b i l l i o n  Rupiah of 
manpower and m a t e r i a l  resources  a t  the  p rov inc ia l  and d i s t r i c t  l e v e l s .  
These a r e  r a t h e r  conservative es t ima tes  and a c t u a l  resoutce  d ive r s ions  would 
have t o  be made on case-by-case bas i s .  T h i ~  w i l l  obviously involve  ana lys i s  - .  

of time a l l o c a t i o n ,  p a t i e n t  loa'd and 'cost i d e u t i f ~ c a t i o n  an2 es t imat ion  for-  
i n d i v i d u a l  h o s p i t a l s .  

Changes i n  t h e  Levels of User Fees: Hospi ta ls .  The MOH has a l ready 
committed i t s e l f  t o  r a i s i n g  user  f e e s  a t  both h o s p i t a l s  and h e a l t h  cen te r s  
next  year. The amount by which f e e s  w i l l  be r a i s e d  a t  hospi ta7~s  w i l l  be 
determined on a caf:,e-by-case b a s i s .  The user  f e e s  a t  h e a l t h  c e n t e r s  are 
scheduled t o  inc rease  from 500 t o  1000 Rupiah per v i s i t .  User f e e s  a l ready 
a r e  h igh a t  some f a c i l i t i e s ,  p a r t i c u l a r l y  a t  h o s p i t a l s .  %ere i s  some 
i n d i c a t i o n  t h a t  i n  t h e  case  of h o s p i t a l s ,  u se r  f e e s  may i n  p a r t  expla in  low 
bed occupancy r a t e s .  To see why t h i s  is  so ,  it is  necessary t o  examine t h e  
e l a s t i c i t y  of demand f o r  h o s p i t a l  use r  fees .  

The e l a s t i c i t y  of demand is a measure of t h e  r e l a t i v e  change i n  
q u a n t i t y  demanded i n  response t o  a r e l a t i v e  change i n  p r i c e ,  i .e . ,  

where e = e l a s t i c i t y  of demand 
q = q u a n t i t y  demanded 
p = pr ice  of user  f e e  



In  the  normal case ,  tho r a l a t i o n s h i p  between p r i ce  (p)  and quan t i ty  
demanded (q )  is inveroe and tho  ca lcu la ted  e l a s t i c i t y  of demand c o e f f i c i e n t  
is a negat ive  number. I f  the  abao lu te  va lue  of t h e  ca lcu la ted  e l a s t i c i t y  
c o e f f i c i e n t  i e  g r e a t e r  than 1, tho r e l a t i v e  change i n  quan t i ty  demanded w i l l  
be g r e a t e r  than t h e  r e l a t i v e  change i n  p r i c e  and demand is s a i d  t o  be 
e l a s t i c .  Thus, i f  e l a s t i c i t y  of demand were g r e a t e r  than 1 and ueer f ees  
were increased,  t h e  negative r e l a t i v e  change i n  quan t l ty  demanded would 
exceed t h e  p o s i t i v e  r e l a t i v e  change i n  use r  f e e s  and t o t a l  revenues would 
decl ine .  

Obviously, t h e  determination of whether o r  not  demand is e l a s t i c  i n  
t h e  range of h o s p i t a l  user  f e e s  c u r r e n t l y  charged requ i res  a s i g n i f i c a n t  
r e sea rch  e f f o r t  which must be undertaken during t h e  course of t h e  p r o j e c t ,  
Information a l r eady  a v a i l a b l e ,  however, sugges ts  t h a t  the  demand f o r  
h o s p i t a l  s e r v i c e s ,  and poss ib ly  h e a l t h  c e n t e r  ~ e r v i c e s  a s  wel l ,  may be 
e l a s t i c .  I f  t h a t  is so ,  inc reases  i n  use r  f e e s  w i l l  r e s u l t  i n  a decrease i n  
t o t a l  revenue and not  an iuc rease  a s  most observers expect.  

F i r s t ,  i t  i s  repor ted  t h a t  ASKES b e n e f i c i a r i e s  who a r e  not  required t o  
pay user  f e e s  a t  publ ic  f a c i l i t i e s  use them a t  a r a t e  of s i x  t o  seven times 
more than t h e  average h e a l t h  consumer. Becauee i t  is known t h a t  ASKES 
b e n e f i c i a r i e s  a r e  more soph i s t i ca ted  h e a l t h  consumers who receive  b e t t e r  
s e r v i c e s  a t  pub l i c  f a c i l i t i e s  than t h e  average h e a l t h  c a r e  consumer, t h i s  
mul t ip le  usage f i g u r e  must be revised  downward. 

However, even i f  t h e  ASKES use r a t e  were roughly halved t o  th ree  t o  
four  times the  r a t e  of u t i l i z a t i o n  a s  compared t o  t h a t  of the  average hea l th  
consumer who must pay user  f e e s ,  t h e  impl ica t ion ,  o ther  t h i n g s  being equal ,  
i s  t h a t  q u a n t i t y  demanded inc reases  by t h r e e  t o  four  times whm p r i c e  is _ . . . 
dropped from i t s  c u r r e n t  l e i e l  t o  zero. This  impl ies  t h a t  t h e  r e l a t i v e  
d i f f e r e n c e  (change) i n  p r i c e  is equal  t o  100% and t h e  r e l a t i v e  d i f fe rence  
(change) i n  q u a n t i t y  demanded is  300 t o  400% between the  two populations. 

Assuming t h a t  ha lv ing t h e  a l l eged  d i f f e r e n c e s  i n  r a t e s  of u t i l i z a t i o n  
between ASKES consumers and user  f e e s  who pay t akes  i n t o  account a l l  
d i f f e r e n c e s  i n  populat ion c h a r a c t e r i s t i c s  bearing on the  demand f o r  hea l th  
s e r v i c e s  a t  pub l i c  f a c i l i t i e s ,  t h e  evidence sugges ts  t h a t  demand is 
e l a s t i c .  One could halve t h e  u t i l i z a t i o n  d i f fe rences  a second time and the  
r e s u l t  would a t i l l  suggest  a demand e l a s t i c i t y  i n  t h e  range of 1.5 t o  2 i n  
abso lu te  value,  implying t h a t  demand i s  e l a s t i c .  

Second, f e e s ,  a t  l e a s t  a t  c l a s s  A and B h o s p i t a l s ,  a r e  f a i r l y  high 
r e l a t i v e  t o  income. The h igher  the  e l a s t i c i t y  of demand, t h e  h igher  p r i ce  
becomes r e l a t i v e  t o  h ~ o m e .  Stevens p resen t s  d a t a  on 12 c l a s s  A and B 
h o s p i t a l s  f o r  1985/86 f o r  which user  f e e  revenues per bed day range from 
11,330 t o  21,000 Rupiah. He a l s o  sugges ts  t h a t  a n  average f o r  a l l  h o s p i t a l s  
of Rp. 5,000 per bed day would not  be unreasonable; when mul t ip l i ed  by 10 
days t h i s  equals  50,000 Rupiah. This is equal  t o  more than one month's 
household expenditure (which can be taken a s  proxy f o r  d isposable  income) 
f o r  40% of r u r a l  households and 9% of urban households. 



However, there  i s  some demonstrable evidence t h a t  f o r  some hosp i t a l s ,  
the  e l a s t i c i t y  of demand is  l e s s  than one. User f ee s  were ra ised i n  Ball  
l a s t  gear by about 20% and bed occupancy declined from 70 t o  60%, suggesting 
a  crude est imate of demand e l a s t i c i t y  of around .7 i n  absolute terms; hence 
t h e  demand is i n e l a s t i c .  

For the reasons discussed i n  the  paragraphs above, the MOH has been 
advised t o  be very experimental and s e l ec t i ve  i n  r a i s i ng  user fees  a t  hea l th  
f a c i l i t i e s .  The ca lcu la t ions  presented below of the  increase i n  revenues 
r eeu l t i ng  from r a i s i n g  user f ee s  a r e  very conservative. 

There a r e  16 c l a s s  A and B, 79 c l a s s  C and 219 c l a s s  D hosp i ta l s ,  and 
a  reported 5,006 hea l th  centers  i n  Indonesia. Stevcne repor t s  t h a t  f e e s  
equal  25% of rout ine  cos t s  a t  the  c l a s s  A and B hosp i ta l s ,  or  10.5 b i l l i o n  
Rupiah i n  1985186. In the  same paper, est imates of user fees  fo r  a  sample of 
c l a s s  C and D hosp i ta l s  suggest much higher r a t e s  of user fees  a s  a  
percentage of rout ine  cos t s ,  about 42%. 

Barnum estimated t o t a l  rou t ine  cos t s  f o r  the  e n t i r e  hosp i ta l  system a t  
108.1. b i l l i o n  Rupiah i n  1985. A breakdown of t he  percentage of recurrent  
c o s t s  by c l a s s  of hosp i t a l  (39% f o r  c l a s s  A and B hosp i ta l s  and 43% f o r  
c l a s s  C and D hosp i t a l s ) ,  ind ica tes  t h a t  t he  r e s idua l  appl ies  t o  spec i a l i t y  
hospi ta ls . (which a r e  not d e a l t  with i n  t h i s  ana lys i s  because data  were 
lacking).  Barnum's numbers suggest t h a t  c l a s s  C and D hosp i ta l s  col lected 
somewhere around Rp. 46.5 b i l l i o n  i n  revenues i n  t h a t  year frcm fees  from 
both outpat ient  and inpa t ien t  v i s i t s .  The a c t u a l  cos t s  per zdjusted bed day 
f o r  a l l  hosp i t a l s  average around 7,000 Rupiah i n  1985!86 prices. 

Bed days were adjusted taking i n t o  account ou tpa t ien t  v i s i t s  a t  Class 
. A, B, C and D hoepi ta l s  a t a - r a t i o  of four  outpat ient  v i s i t e  e q u a l i ~  the  

f e e  revenue of one i npa t i en t  v i s i t .  Making these  adjust!tients and lumping A 
and B, and C and D hosp i t a l s  together y ie lds  4.71 mil l ion adjusted bed days 
f o r  A and B hosp i t a l s ,  and 9.4 mil l ion adjusted bed days i n  the case of 
c l a s s  C and D hosp i ta l s  i n  1885186. 

On an adjusted day bas i s ,  f ees  per bed day averaged only 2,229 Rupiah 
a t  c l a s s  A and B hosp i ta l s  but 4,947 Rupiah a t  c l a s s  C and D hosp i ta l s  i n  
t h a t  year. These l a t t e r  hosp i t a l s  seem t o  be more se r ious ly  i n  the cost  
recovery business than a r e  t he  v e r t i c a l  hosp i ta l s .  

Assuming an e l a s t i c i t y  of demand of .7, a  50% and a  100% change i n  
user  f ee s  r t  c l a s s  A and B hosp i t a l s  would have generated 1 ,6  and 3.2 
b i l l i o n  Ruphh of add i t iona l  fees ,  respect ively ,  i n  1985186. An increase i n  
user  fees  of 25% and 50% a t  c l a s s  C and D hosp i ta l s ,  assuming a  demand 
e l a s t i c i t y  of -.7, would generate 3.5 and 7.0 b i l l i o n  Rupiah of addi t ional  
f e e  income, respect ively ,  i n  1985186. 

The formula used t o  ca l cu l a t e  these  est imates i s  a  l i n e a r  
approximation, over an i n t e r v a l  of a  demand curve, o r  an average of demand 
e l a s t i c i t i e s  over an aggregate of revenue producing un i t s ,  of t o t a l  revenue, 
r=p*q, where r equals t o t a l  revenue, p  equals user fee  and q  equals quant i ty  



demanded. Therefore,  dr=dp*q+dg*p, where dp and dq represen t  d i f f e r e n t i a l s  
wi th  r e spec t  t o  f e e s  and q u a n t i t y  demanded, r e spec t ive ly .  It follows t h a t  
d r / d p q ( i + e ) ,  where e is  t h e  e l a e t i c i t y  of demand (unsigned). Dividing both 
s i d e s  of t h e  l a s t  equation by r and rearranging terms y i e l d s  
dr=(p*q)*(dp/p) ( l t e ) ,  o r  t o t a l  revenue times t h e  r e l a t i v e  change i n  f e e  
times 1 plus  t h e  u n ~ i g n e d  e l a s t i c i t y  of demand. 

Note t h a t  i n  a l l  cases ,  o the r  th ings  being equal ,  i f  demand is n o t  
e l a s t i c ,  r a i s i n g  f e e s  w i l l  reduce h o s p i t a l  u t i l i z a t i o n ,  thus making i t  
e a s i e r  f o r  h o s p i t a l s  t o  opera te  wi th  less budget a l l o c a t i o n  and t h e  case f o r  
d i v e r t i n g  resources  from h o s p i t a l s  t o  support  c h i l d  s u r v i v a l  a c t i v i t i e s  w i l l  
be even s t ronger .  I f  demand is e l a s t i c ,  t o t a l  revenue can only be increased 
by lowering f e e s ,  but  t h i s  w i l l  be accompanied 'by an  inc rease  i n  
u t i l i z a t i o n .  Conthuous and sus ta ined  s t a t i s t i c a l  r e sea rch  and a n a l y s i s ,  
p l u s  t r i a l  and e r r o r  demonstration a r e  e s s e n t i a l  f o r  acccura te  policy 
formulat ion and implementation. The f a c t  t h a t  these  are b u i l t  i n t o  t h e  
p r o j e c t  is  j u s t  one of many of i t s  novel and s t rong  fea tu res .  

Changes of User Fees a t  Health Centers. Current d a t a  a r e  not  
c o n s i s t e n t  concerning t h e  number of v i s i t s  a t  h e a l t h  cen te r s .  Several  
sample s t u d i e s  have been conducted, but  t h e r e  i s  wide v a r i a t i o n  i n  v i s i t s  
reported and some confusion among h e a l t h  cen te r  personnel as t o  how t o  count 
t h e  use of h e a l t h  cen te r  persor.nel supervis ing  a c t i v i t i e s  a t  t h e  PosYandu. 
Technical  a s s i s t a n c e  and more resea rch  a r e  d e f i n i t e l y  required.  

I n  t h e  absence of d e f i n i t i v e  d a t a ,  it was assumed t h a t  h e a l t h  cen te r s  
opera te  250 days a year  and s e e  on t h e  nverage 30 p a t i e n t s  a  day. Given 
t h a t  t h e r e  a r e  5,006 h e a l t h  c e n t e r s  i n  Indonesia, t h e r e  a r e  37.5 mi l l ion  
v i s i t s  annually,  o r  l e s s  than .25 v i s i t s  per person per  year out  of a  
populat ion of 170 mil l ion.-  It i s  f u r t h e r  assumed t h a t  only 50% of t h e  . - - .  8 

p a t i e n t s  v i s i t i n g  h e a l t h  c e n t e r s  pay t h e  o f f i c i a l  500 Rupiah user  f e e ,  
y i e l d i n g  h e a l t h  c e n t e r s  Rp.9.4 b i l l i o n  of revenue each year. Note t h a t  
c a r e f u l  a n a l y s i s  of Berman's s tudy sugges ts  t h a t  t h e  c o s t  per p a t i e n t  v i s i t  
i n  t h e  case  of 42 h e a l t h  c e n t e r s  i n  Java is about 2,700 Rupiah. 

Assume an e l a s t i c i t y  range wi th  endpoints  of .8 and .7 i n  the  case of 
h e a l t h  c e n t e r s  due t o  t h e  f a c t  t h a t  f e e s  a r e  lower r e l a t i v e  t o  income than 
i n  t h e  case  of h o s p i t a l  f ees ,  but  t h a t  p a t i e n t s  a r e  of t h e  "walk in" type a s  
opposed t o  "referred" o r  "admitted" i n  t h e  case  of h o s p i t a l s .  Using t h e  
same formula described above, given th.at t h e  MOH i s  going t o  r a i s e  h e a l t h  
c e n t e r  u s e r  f e e s  t o  1,000 Rupiah per  v i s i t ,  p o t e n t i a l  increased revenue from 
user  f e e s  i n  1985186 p r i c e s  would be Rp.1.9 and 2.8 b i l l i o n .  

Fee Retention by Hospitals .  'he  should be c a r e f u l  i n  assuming t h a t  
increased f e e  r e t e n t i o n  on t h e  p a r t  of h o s p i t a l s  r e p r e s e n t s  an inc rease  i n  
revenues a v a i l a b l e  t o  t h e  governmnt.  Fee r e t e n t i o n  is one way i n  which 
governments a t  a l l  l e v e l s  i n  Incionesia a r e  f inancing h o s p i t a l  opera t ions .  
The argument f o r  g r e a t e r  f e e  retention i s  t o  improve e f f i c i e n c y ,  
p a r t i c u l a r l y  i f  coupled with incen t ives  f o r  c o s t  containment andlor  g rea te r  
output  o r  improvements i n  q u a l i t y .  Since t h e  p r o j e c t  involves  t h e  d ivers ion  
of funds from h o s p i t a l s  t o  support  c h i l d  s u r v i v a l  a c t i v i t i e s ,  t echn ica l  



a s s i s t a n c e  i s  v i t a l l y  needed t o  a s s i s t  h o s p i t a l s  t o  handle increased volumea 
of  f e e  revenues and t o  be a b l e  t o  use them more f l e x i b l y .  I n  ahor t ,  TA is  
needad t o  f a c i l i t a t e  h o s p i t a l s  to opera te  wi th  reduced funding, but t o  l e a r n  
t o  use funds more f l e x i b l y  and e f f i c i e n t l y .  

On balance, one cannot expect a d d i t i o n a l  revenues t o  be generated a s  a 
r e s u l t  o f  g r e a t e r  f e e  r e t e n t i o n  unleas  e f f i c i e n c y  gains  exceed fund 
reductions.  I n  t h e  i n t e r e s t  of conservatism, no n e t  ga in  i n  funds is 
est imated t o  o r i g i n a t e  from g r e a t e r  h o s p i t a l  f e e  r e t e n t i o n .  

Fund Generation mom E f f i c i e n c i e s  Pe r t a in ing  t o  Drugs. The 
pharmaceutical s e c t o r  presents  a s e t  of d i f f i c u l t  problems. On t h e  one 
hand, drugs a r e  being procured and preecribed inappropr ia t e ly  r e l a t i v e  t o  
needs. On t h e  o t h e r ,  more drugs,  p a r t i c u l a r l y  f o r  c h i l d  s u r v i v a l ,  a r e  
needed. Thus, inc reases  i n  MOH spending on drugs f o r  c h i l d  su rv iva l  w i l l  
occur a s  t h e  r e s u l t  of d ive r s ions  of funds previously used i n  o t h e r  
f a c i l i t i e s ,  i.e., hosp i t a l s .  

However, t h e  MOH r ece ives  a discount  on drugs purchased from s t a t e  
e n t e r p r i s e s  which depends an t h e  volume of sales t o  t h e  p r i v a t e  sec to r .  To 
t h e  ex ten t  t h a t  drug s a l e s  can be expanded i n  t h e  p r i v a t e  s e c t o r ,  the  MOH 
d iscount  is g r e a t e r  and more drugs can be purchased wi th  t h e  same amount of 
money. The increment i n  t h e  volume of drug purchases r e s u l t i n g  from 
inc reases  i n  t h e  p r i c e  discount  o f fe red  by s u p p l i e r s  by inc reas ing  p r iva te  
s e c t o r  s a l e s  w i l l  n o t  be r e f l e c t e d  as an  inc rease  i n  MOH spending. 

The p r i n c i p a l  way i n  which t h e  p r o j e c t  w i l l  c o n t r i b u t e  t o  inc reases  i n  
p r i v a t e  s e c t o r  drug s a l e s  i s  through a s s i s t i n g  i n  t h e  expansion of drug 
revolving funds a t  v i l l a g e  l e v e l s  through t h e  Dana Sehat.  There is no way 
t h a t  one can c a l c u l a t e  a n y ~ o f  these  l e v e l s  of  d ive r s ions  o r  savings i n  t h e  
absence of d a t a  which can only  be c o l l e c t e d  as a r e s u l t  of t h e  p ro jec t .  MOH 
personnel  have provided t h e  fol lowing es t imates :  

Improvements i n  Procurement 1.0 t o  2.0 b i l l i o n  Rupiah 

Improved Prescr ib ing Pa t t e rns  .5 t o  1.0 b i l l i o n  Rupiah 

Tota l  1.5 t o  3.0 b i l l i o n  Rupiah 

Increased P r i v a t e  Purchase .5 t o  1.0 b i l l i o n  Rupiah 

, Grand To ta l  Drugs 2.0 t o  4.0 b i l l i o n  Rupiah 

Expanded and E f f i c i e n t  Use of Soc ia l  Insurance Schemes. There a r e  
numerous s o c i a l  insurance  schemes i n  Indonesia. For t h e  purposes of t h i s  
a n a l y s i s ,  only those  represent ing  the  major sources of funds f o r  support ing 
c h i l d  s u r v i v a l  s e r v i c e s  w i l l  be considered. This inc ludes  ASKES, AsTek 
(PKTK) , ASABRI and Dana S eha t . 



ASKES is a pub l i c  h e a l t h  insurance program which covers a l l  
non-military c i v i l  s e r v a n t s  i n  the  country,  t h e i r  dependent8 and r e t i r e e s .  
The populat ion covered is s l i g h t l y  over 12.5 mi l l ion  persons. A l l  c i v i l  
s e rvan t s  con t r ibu te  2% of t h e i r  s a l a r i e s  and pensioners con t r ibu te  5% of 
t h e i r  pensions i n t o  t h e  fund. 

It is repor ted  t h a t  i n  1985186, t h e  fund had s u b s t a n t i a l  r e se rves  
(roughly 500 b i l l i o n  ~ u p i a h ) ,  co l l ec ted  premiums i n  t h e  anount of roughly 50 
b i l l i o n  Rupiah, and earned 6 t o  7 b i l l i o n  Rupiah of investment income. 
Benef ic i a r i e s  r ece ive  services f r e e  a t  pub l i c  h e a l t h  f a c i l i t i e s  and a r e  
exempted from paying use r  fees .  Spec ia l  drugs a r e  maintained a t  h e a l t h  
c e n t e r s  and h o s p i t a l s  f o r  b e n e f i c i a r i e s  of t h i s  program. It is es t imated  
t h a t  ASKES members use publ ic  h e a l t h  f a c i l i t i e s  s i x  t o  seven times a s  o f t e n  
a s  t h e  average member of t h e  populat ion and account f o r  30% of a l l  h e a l t h  
c e n t e r  v i s i t s .  

ASKES b e n e f i c i a r i e s  ought t o  pay somewhere between t h e  l e v e l  of use r  
f e e s  and t h e  f u l l  u n i t  c o s t s  of s e r v i c e s  a t  pub l i c  h e a l t h  f a c i l i t i e s .  
Because of s p e c i a l  t reatment and s e r v i c e s  rece ived,  observers es t imate  t h a t  
t h e  u n i t  c o s t s  of s e r v i c e s  received a t  pub l i c  f a c i l i t i e s  may be 2 t o  3 t imes 
t h e  average u n i t  c o s t  of de l ive r ing  s e r v i c e s  t o  o the r  consumers. For t h e  
purposes of t h i s  a n a l y s i s  and i n  t h e  i n t e r e s t s  of conservatism, no e f f o r t  
w i l l  be made t o  a d j u s t  u n i t  c o s t s  f o r  ASKES b e n e f i c i a r i e s '  consumption of 
h e a l t h  se rv ices .  

Given t h a t  were 16.7 mi l l ion  genera l  MOH h o s p i t a l  bed days out of a 
populat ion of 165 m i l l i o n  people i n  1985, 12.5 m i l l i o n  ASKES b e n e f i c i a r i e s  
would have consumed a t  l e a s t  1.2 mi l l lon  of them. However, given t h a t  t h e i r  
r a t e  of consumption is s a i d  t o  be 6 t o  7 times t h a t  of t h e  average member of 
t h e  public ,  conservat ive ly ,  t h i s  number may be doubled t o  2.4 mi l l ion  bed 
days. Assuming a mid-point user  f e e  over a l l  h o s p i t a l s  of 3,300 Rupiah pe r  
bed day y i e l d s  7.9 b i l l i o n  Rupiah a s  t h e  p o t e n t i a l  va lue  of user  f ees  
co l l ec ted .  Col lec t ion  of average u n i t  c o s t s  per bed day of Rp.7,000 would 
y i e l d  16.8 b i l l i o n  Rupiah i n  revenues. 

Given t h a t  t h e r e  were an  est imated 37.5 m i l l i o n  h e a l t h  cen te r  v i s i t s  
i n  1985186 and t h a t  ASKES members consumed roughly 30% of them y i e l d s  11.25 
m i l l i o n  a s  t h e  number of h e a l t h  cen te r  v i s i t s  a t t r i b u t a b l e  t o  ASKES 
members. The c o l l e c t i o n  of a 1,000 Rupiah u s e r  f e e  per v i s i t  would y i e l d  
roughly 11.3 b i l l i o n  Rupiah of new revenues. Col lec t ion  of the  est imated 
2,300 Rupiah u n i t  c o s t s  per  h e a l t h  cen te r  v i s i t  y i e l d s  25.9 b i l l i o n  Rupiah 
i n  new revenues. 

I n  t o t a l ,  t h e  range of new revenues est imated t o  be co l l ec ted  from 
ASKES i s  19.2 (7.9 from h o s p i t a l s  and 1J..3 from h e a l t h  cen te r s )  t o  42.7 
(16.8 from h o s p i t a l s  and 25.9 from h e a l t h  cen te r s )  b i l l i o n  Rupiah. The 
upper range of these  e s t ima tes  is less than t h e  annual  premium revenues of 
ASKES i n  1985186 and thus  can e a s i l y  be af forded by t h e  ASKES agency. 



ASABRI is t h e  m i l i t a r y  h e a l t h  insurance plan and covers a11 m i l i t a r y  
personnel ,  t h e i r  d e p e n d a ~ t s  and retirees. While i n  genera l ,  b e n e f i c i a r i e s  
use m i l i t a r y  f a c i l i t i e s ,  they  use  MOH f a c i l i t i e s  f r e e  of charge when it is 
inconvenient t o  consume s e r v i c e s  from m i l i t a r y  f a c i l i t i e s .  Information 
about t h i s  plan is  d i f f i c u l t  t o  come by; indeed, no o f f i c i a l  s t a t i s t i c e  
e x i s t  a s  t o  how many people a r e  i n  t h e  armed f o r c e s ,  inc luding pol ice .  Thus 
we can only provide rough es t ima tes  of p o t e n t i a l  f e e  recovery. 

There were an es t imated  1.9 mi l l ion  bed days of h o s p i t a l  s e r v i c e  
provided by m i l i t a r y  h o e p i t a l s  i n  1985/86. Assuming t h a t  these  represent  
only  90% of t o t a l  ASABU covered bed days and t h a t  t h e  remainder were used 
a t  pub l i c  h o s p i t a l s  sugges ts  t h a t  ASABRI b e n e f i c i a r i e s  consumed .21 mi l l ion  
bed days i n  publ ic  h o s p i t a l s .  Using a mid-point use r  f e e  of Rp.3,300 per 
bed day, t h i s  f i g u r e  i s  r a i s e d  t o  1.47 b i l l i o n  Rupiah f o r  publ ic  s e c t o r  use 
of h o s p i t a l s  by m i l i t a r y  personnel and dependents. 

Given t h a t  t h e  r a t i o  of o u t p a t i e n t  v i a i t o  t o  genera l  MOH h o s p i t a l  
i n p a t i e n t  days is 2.24 (37.5 million/16.7 mi l l ion)  and t h a t  ASABRI 
b e n e f i c i a r i e e  consumed -21 m i l l i o n  public  s e c t o r  bed days suggests  t h a t  they 
made roughly .471 mi l l ion  h e a l t h  c e n t e r  v i s i t s .  A t  a 1,000 Rupiah user  f ee ,  
about .47 b i l l i o n  Rupiah could be co l l ec ted .  A t  a u n i t  c o s t  f e e  per hea l th  
cen te r  v i s i t ,  t h e  amount of t o t a l  c o l l e c t i o n s  would be about 1.0 b i l l i o n  
Rupiah. 

I n  sum, t h e  revenue c o l l e c t i o n  t h a t  could be a t t r i b u t e a  t o  ASABRI 
b e n e f i c i a r i e s  ranged from 1.0 t o  2.5 b i l l i o n  Rupiah i n  1985/86. This  is an 
extremely conservat ive  estimte because we a r e  a t t r i b u t i n g  a h e a l t h  center  
use r a t e  equal  t o  t h e  average r a t e  of u t i l i z a t i o n  of t h e  genera l  publ ic  and 
not  a t  r a t e  a t t r i b u t e d  t o  ASKES b e n e f i c i a r i e s ,  which is  known t o  be much 
higher  than  the  average consumer. 

The p r o j e c t  c a l l s  f o r  i n i t i a t i n g  about t e n  pi lot /demonstrat ion 
p r o j e c t s  fol lowing t h e  l i n e s  of t h e  P K T K / A B T ~ ~  demonstration p r o j e c t  now 
being conducted i n  Jakar t a .  Using t h e  same assumptions used above, revenue 
c o l l e c t i o n  p o s s i b i l i t i e s  range from .3 b i l l i o n  Rupiah t o  .6 b i l l i o n  Rupiah 
per annum i n  1985/86 p r i ces ,  assuming a coverage of only  350,000 persons. 
However, n o t e  t h a t  coverage could grow a t  l e a s t  t o  2 t o  6 mi l l ion  persons, 
depending on pending l e g i s l a t i o n .  By t h e  same token, p r i v a t e  hea l th  
insurance  and HMOs could add a s i m i l a r  amount of .3 t o  .6 b l l l i o n  Rupiah i n  
1985186 pr ices .  

F i n a l l y ,  it h a s  been suggested t h a t  Pertamina c o n t r i b u t e  t o  t h e  
government a premium of 2 t o  3% of i ts  annual h e a l t h  expenditures i f  i t  
e l e c t s  t o  develop i t s  own HMO t o  supply se rv ices  t o  i t s  members. Because it 
is  es t imated  t h a t  Pertamina spen t  $40 mi l l ion  on supplying h e a l t h  s e r v i c e s  
d i r e c t l y  t o  t h e  250,000 persons covered by i t s  system i n  1985, t h i s  would 
amount t o  1.3 t o  1.9 b i l l i o n  Rupiah annually.  



G.5 Summary and Conclusions - 
Table 7 p resen t s  es t imates  of t h e  volume of funds t h a t  would be 

generated a s  a r e s u l t  of t h e  p ro jec t  and could be used t o  support  an 
expanded set of c h i l d  s u r v i v a l  a c t i v i t i e s  i n  Indonesia. Not a l l  of these  
funds may appear i n  the  MOH budget because t h i s  w i l l  l a r g e l y  depend on how 
t h e  s o c i a l  f inancing schemes a r e  administered (o f f  budget o r  wi th in  normal 
budget ca tegor ies )  and on what volume of funds a r e  d ive r t ed  t o  t h e  p r iva te  
medical s e c t o r ,  The only sources of funds t h a t  a r e  su re  t o  be r e f l e c t e d  i n  
t h e  government budget a r e  funds s h i f t e d  from h o s p i t a l s  ar:d drug purchases t o  
support c h i l d  su rv iva l .  The es t imatee  summarized belov suggeat t h a t  t h i s  
would amount t o  about 18.5 t o  28 b i l l i o n  Rupiah rep resen t ing  an increment t o  
a n  est imated 60 b i l l i o n  Rupiah of spending on c h i l d  su rv iva l .  Incremental 
spending of t h i s  magnitude would rep resen t  a 30,8%-46.6% inc rease  i n  
government spending on ch i ld  s u r v i v a l  a t  t h e  end of t h e  p ro jec t .  

Table 7: Sources of Funds t o  Support Child Survival  (Rp. b i l l i o n s )  

SHIFTS FROM HOS. FUNDS 
Classes  A and B 
Clasees C and D 

USER FEES HOS. 

Classes  A and B 
Classes C and D 

USER FEES H e C  . 1.9 

DRUGS 2 .O 

SOCIAL INSUR. 
ASKES 
ASABRI 
(PKTK) 
Per t  amina 
Priv. H . I .  and HMOs 

Tota l  40.9 

Source: Calcula t ions  presented i n  t e x t ,  



Table 7 c l e a r l y  i n d i c a t e s  t h a t  a g r e a t  d e a l  of funds can be generated 
t o  support a d d i t i o n a l  c h i l d  survival a c t i v i t i e s  i n  Indoneeia. However, t h i e  
w i l l  no t  and cannot occur immediately. The change t h a t  can be a f f e c t e d  most 
r a p i d l y  involves  e h i f t i n g  funding p - i o r i t i e s  wi th in  the  government. The 
continued evolut ion  of s o c i a l  f iuancing schemee, t h e  research  and 
demonstration p r o j e c t s  which must accompany t h i s  evolut ion ,  e x p l i c i t  po l i cy  
formulat ion,  and t h e  passage of formal l e g i e l a t i o n  w i l l  take a conoiderable 
amount of time. 

Funds can be s h i f t e d  r a p i d l y  from one account t o  another. However, 
s h i f t i n g  funds n e c e s s i t a t e  r e a l l o c a t i o n e  of human and mate r i a l  resources.  
The determination of which resources  t o  s h i f t ,  from where, and how t o  apply 
them e f f e c t i v e l y  and e f f i c i e n t l y  cannot t a k e  p lace  over n ight  and w i l l  
r equ i re  t echn ica l  a s s i s t a n c e  over a coueiderable period of time. 

The p ro jec t  w i l l ,  t o  a l a r g e  degree, determine t h e  success with which 
these  a p p l i c a t i o n s  of resources  w i l l  a f f e c t  o v e r a l l  h e a l t h  s e c t o r  pol icy  and 
s o c i a l  f inancing i s s u e s .  P o l i c i e s  w i l l  be reformulated and new approaches 
w i l l  be adopted over t h e  course of t h e  p r o j e c t  a a  r e s u l t s  are c r i t i c a l l y  
examined. Therefore, it must be recognized t h a t  t h e  p r o j e c t  r ep resen t s  a 
mult i-faceted,  i n t e r r e l a t e d  program of h e a l t h  s e c t o r  adjustment, 
r e s t r u c t u r i n g  and reform t h a t  is  e x a c t l y  what Indonesia is undertaking i n  
a l l  s e c t o r s  of i ts economy due to  t h e  r ecogn i t ion  of t h e  necess i ty  t o  do so. 



Attachment I 

Percentage of Central Government Expenditures Spent on 
Health i n  Countries where Central  Government Received 

90 Percent o r  More of Tax Revenue, 1977434 

Devaloped countr ies  
Belgium 
France 
Greece 
I t a l y  
Luxembourg 
Netherlands 
New Zealand 

Developing countr ies  

African Region 
Kenya 
Lesotho 
Liber ia  
Malawi 
Mauritius 
Swaziland 
Zaire 

Region of the  Americas 
Chile 6.86 
Costa Rica 3.31 
Dominican Republic 8.98 
Mexico 4.38 
Panama 14 .50 
Paraguay 2.73 
Trinidad & Tobago 7.79 " 

South Eaet Asia Region 
Burma 5.88 
Maldives - 
S r i  Lanka 5.95 
Thailand 4.69 
Indonesia - 



Eastern Mediterranean 
Region 

Cyprus 5.42 5.92 6.02 6.07 7.73 7.26 6.79 - 
Jordan 3.58 3.71 4.10 - 3.75 3.76 3.63 - 
Kuwait 5.90 5.89 6.25 5.12 4.89 5.38 6.25 6.27 
Oman 2.65 3.17 3.24 2.92 3.04 3.09 3.47 4.13 
Sudan 1.45 1.71 1.46 1.40 - 1.34 - - 
Tunisia 7.03 7.27 6.43 7.20 7.65 6.66 - - 

Western Pac i f i c  Region 
Phil ippinee 5.08 4.74 5.54 4.54 5.01 5.28 6.80 - 
Singapore 7.37 8.50 7.01 6.88 7.18 6.39 6.41 - 

Source: IMF, Government Financial  S t a t i s t i c s  Yearbook. 
Washington, DOC: In te rne t iona l  Monetary Fund, 1985. 



ECONOMIC ANALYSIS 

H. 1 Int roduct ion  

The primary ob jec t ive  of the  Health Sector  Financing Pro jec t  is t o  
assist i n  t h e  development of h e a l t h  s e c t o r  i n s t i t u t i o n s  and p o l i c i e s  s o  t h a t  
a  process of committing more government resources  t o  c h i l d  s u r v i v a l  program6 
w i l l  be i n i t i a t e d  and sus ta ined  over t h e  long run. This  i s  a new genre of 
h e a l t h  p r o j e c t  because i t  f e a t u r e s  a number of " s t ruc tu ra l "  in te rven t ions  
r a t h e r  than t h e  d i r e c t  "performance" in te rven t ions  f ea tu red  by more 
conventional h e a l t h  p ro jec t s .  This  d i s t i n c t i o n  i s  c e n t r a l  t o  t h e  design of 
an  appropr ia t e  cos t -benef i t  a n a l y s i s  f o r  a  p r o j e c t  such a s  t h e  HSFP and is 
addressed f u r t h e r  i n  t h i s  sec t ion .  

Three f a c t o r s  a r e  opera t ive  i n  an economic ana lys i s  of markets i n  
genera l ,  inc luding markets f o r  h e a l t h  se rv ices :  performance, s t r u c t u r e  and 
conduct. Market performance can be cha rac te r i zed  i n  terms of t h e  p r i c e s  and 
r a t e e  of output  of goods and s e r v i c e s ,  which a r e  determined by t h e  p r o f i t s  
and l o s s e s  generated by t h e  market. Performance is i n  t u r n  a funct ion  of 
market s t r u c t u r e ,  which r e f e r s  t o  such c h a r a c t e r i s t i c s  a s  whether t h e r e  is 
competi t ion o r  monopoly on t h e  market supply s i d e .  Market performance is 
a l s o  a funct ion  of market conduct, which r e f e r s  t o  such c h a r a c t e r i s t i c s  a s  
whether producers set p r i ces  independently of one another  o r  col lude  t o  set 
common pr ices .  

The po l i cy  in te rven t ions  undertaken t o  improve market performance can 
be e i t h e r  d i r e c t  o r  i n d i r e c t .  Direct in te rven t ions  ( c a l l e d  performance 
in te rven t ions )  inc lude  regu la t ions  t o  set p r i ces ,  a s s i g n  markets, s e t  
s e r v i c e  s tandards  and t h e  l i k e .  I n d i r e c t  in te rven t ions  t o  in f luence  markets 
inc lude  promulgating laws t o  enhance t h e  degree of competition and diminish 
t h e  degree of monopoly on t h e  supply s i d e  of t h e  market. It can thus  be 
a n t i c i p a t e d  t h a t  improved market performance i n  t h e  form of more e f f i c i e n t  
p r i ces  and r a t e s  of output  would r e s u l t  from these  s t r u c t u r a l  in t e rven t ions .  

H i s t o r i c a l l y ,  A I D  h e a l t h  p r o j ~ c t s  (e.g., i n  r u r a l  hea l th ,  urban 
hea l th ,  ORT and EPI) have been performance in te rven t ion  p ro jec t s .  These 
p r o j e c t s  have usua l ly  sought t o  improve t h e  performance of t h e  government's 
s e r v i c e  d e l i v e r y  systems and thus  have opera ted  e s s e n t i a l l y  i n  a  c e n t r a l  
planning mode. Planners '  preferences a r e  mapped i n t o  resource a l l o c a t i o n  
decis ions  and t h e  government then d i r e c t l y  undertakes t o  produce t h e  planned 
outputs .  

On the  o ther  hand, h e a l t h  f inancing p r o j e c t s  such a s  t h e  HSFP 
genera l ly  f e a t u r e  s t r u c t u r a l  in t e rven t ions .  These p r o j e c t s  opera te  on t h e  
h e a l t h  f inancing system, which is a c e n t r a l l y  important market s t r u c t u r e  
f e a t u r e  of t h e  h e a l t h  s e r v i c e s  sec to r .  Like t r a d i t i o n a l  perfornance 
in te rven t ion  p r o j e c t s ,  h e a l t h  f inancing p r o j e c t s  seek t o  improve t h e  h e a l t h  
se rv ices  s e c t o r ' s  performance. But un l ike  t h e  t r a d i t i o n a l  p r o j e c t s ,  t h e  
s t r u c t u r a l  in t e rven t ion  p r o j e c t s  do no t  f e a t u r e  a  planned performance t a r g e t  
t o  be d i r e c t l y  implemented by planners.  



For example, tho HSFP w i l l  seek t o  improve the  efficiency of 
government hoepi ta le .  A t r a d i t i o n a l  performance in te rven t ion  p ro jec t  might 
soak t o  achieve t h i s  o b j e c t i v e  by t h e  p r o j e c t  des igners  themaelves proposing 
a l t e r n a t e  production funct ions  and, opera t ing  i n  the  planning mode, 
conducting a c o s t - e f f e c t i v e n e ~ s  ana lys ie  t o  determine t h e  most cos t  
e f f e c t i v e  production function.  The p ro jec t  would then be implemented by 
having t h e  h o s p i t a l s  put t h i s  "optimal" production funct ion  i n t o  place. 

But the  approach taken t o  meeting t h i s  ob jec t ive  would be very 
d i f f e r e n t  under t h e  HSFP, which opera tes  on the  way i n  which t h e  demand f o r  
c a r e  ie financed and on changing h o s p i t a l s '  o rgan iza t iona l  formats (e.g., 
budgeting procedures). I n  these  ways, the  HSFP seeks  t o  opera te  on t h e  
o rgan iza t ion ' s  incen t ive  s t r u c t u r e  and the  oppor tun i t i ee  afforded h o s p i t a l  
management t o  manage t h e i r  h o s p i t a l s  e f f e c t i v e l y .  The expectat ion is t h a t  
t h e  incen t ives  and oppor tun i t i e s  crea ted  w i l l  motivate h o s p i t a l  management 
t o  inc rease  e f f i c i e n c y  and thus  f a c i l i t a t e  t h e  performance of t h a t  task.  
Under t h i s  p ro jec t ,  des igners  a r e  not  opera t ing  au c e n t r a l  planners and thus 
have no n a t u r a l  reasons,  dur ing  p r o j e c t  design and ex a n t e  p ro jec t  -- 
implementation, t o  employ such t o o l s  a s  cos t -ef fec t iveness  and cos t -benef i t  
a n a l y ~ i s ,  which were developed t o  assist those  opera t ing  i n  the  planning 
mode. 

I n  sum, t o  achieve e f f i c i e n t  resource a l l o c a t i o n  t o  hea l th  programs, 
performance in te rven t ion  p r o j e c t s ,  which opera te  i n  t h e  planning mode, may 
be forced t o  r e l y  on such t o o l s  a s  cos t -ef fec t iveness  and cost-benefi t  
analyses .  S t r u c t u r a l  i n t e r v e n t i o n  p ro jec tc ,  on t h e  o t h e r  hand, may r e l y  
ins tead  on market s t r u c t u r e  and conduct ( i . e . ,  t h e  incen t ive  s t r u c t u r e  i n  
which the  a c t o r s  making t h e  resource  a l l o c a t i o n  dec i s ions  opera te)  t n  
achieve  a more e f f i c i e n t  a l l o c a t i o n  of resources.  This  l a t t e r  approach is 
i n  essence t h e  purpose of p r i v a t i z a t i o n .  

The non-conventional n a t u r e  of the  p r o j e c t ,  t h e  l a c k  of f a m i l i a r i t y  
wi th  this type of p r o j e c t ,  and t h e  d i f f i c u l t y  i n  using cost-benefi t  and 
cos t -ef fec t iveness  analyses  t o  inform pro jec t  design a l l  complicate an 
a n a l y s i s  of c o s t s  and b e n e f i t s  of t h i s  p r o j e c t .  However, t h e  decis ion  t o  
conmit resources  t o  s t r u c t u r a l  in t e rven t ions  can i t s e l f  be regarded a s  a  
kind of planning dec i s ion  which r e q u i r e s  r a t i o n a l i z a t i o n  i n  terms of some 
kind of cost-benefi t  ana lys i s .  

The f i r s t  round economic ana lys i s  i n  t h e  next  s e c t i o n  follows a 
somewhat more conventional  cost-benefi t  a n a l y s i s  approach, and provides 
short-run cost-benefi t  f ind ings  f o r  t h e  HSFP. The second round ana lys i s  
t akes  a long-run and broader view of t h e  economic s ign i f i cance  of t h e  HSFP 
f o r  both c h i l d  su rv iva l  and o ther  dimensions of h e a l t h  s e c t o r  performance, 
but  does n o t  take  a conventional  cost-benefi t  a n a l y s i s  approach. 

The Logic of the  HSFP Response t o  the  Problem 

The r a t i o n a l e  f o r  %he HSFP can be set ou t  i n  a  s e r i e s  of proposi t ions  
which h i g h l i g h t  t h e  func t iona l  interdependence among t h e  p r o j e c t ' s  
components. 



1. It i s  unl ike ly ,  f o r  t h e  fo reseeab le  f u t u r e ,  t h a t  o v e r a l l  government 
h e a l t h  budgets i n  Indonesia w i l l  increase  s i g n i f i c a n t l y  i n  r e a l  
terms. This proposi t ion i a  discuasad i n  Sect ion  6.2 of t h e  Projec t  
Pcl per. 

2. f i u s ,  and because government h e a l t h  budgets a r e  a l ready f u l l y  
committed, i f  t h e r e  a r e  t o  be more government resources  f o r  c h i l d  
s u r v i v a l  programs, they muot be d ive r t ed  from o the r  government h e a l t h  
prcgTams. most promising a r e a  f o r  d i v e r t i n g  resources  is  h o s p i t a l  
budgete. Because they are t h e  l a r g e s t  government h e a l t h  program 
budgete, a r e l a t i v e l y  smal l  percentage reduction i n  these  budgete w i l l  
s t i l l  y i e l d  s u b s t a n t i a l  resources  r e l a t i v e  t o  t h e  much more modest 
claims of t h e  c h i l d  s u r v i v a l  programs. Table 1 f o r  t h e  year  1985-86 
shows t h a t  a t r a n s f e r  of  10.0 percent  of h o s p i t a l  expenditures t o  EPI 
would more than double t h e  G O 1 9 s  commitment t o  t h i s  program. 

Table 1: EPI Budgets a s  Percentage of CDC/EH Budget, 
1984/85-1987188 

( ~ p .   illi ion) 

I I APBN I CIX: & I CDCIEH I I EPL of I I 
1 Year I DIP* 1 EH I o f  % I EPI I CDCIEH I Hospi ta ls  I 
I 1 I I APBN DIP 1 1 %  I I 
I I I I 

No tea  : 
EPI: Expanded Program on Immunization. APBNIDIP: Cen t ra l  government 
development budget. CDC &EH: Communicable Disease Control  and Environmental 
Health. 

Source: Indonesia: Expanded Program on Immunization (EPI) (497-0253) , 
Projec t  Paper, Amendment #4, Agency f o r  I n t e r n a t i o n a l  ~eve lopment ,  J u l y  13,  
1987, p. 14. 



I f  there i s  t o  be a diversion of resourcoe from government hoepitale 
t o  chi ld  surv iva l  programe, a noceeeary condition f o r  t h i s  t o  take 
place w i l l  be incrdoeed coat  recovery by these hoepitala.  Cost 
recovery takes place when government hoepitale charge consumere and i n  
t h i s  way generate addi t iona l  revenue from the community. Incraaeed 
cos t  recovery w i l l  not guarantee euch diversion becauea hoepi ta t  
budgete a r e  already very lean r e l a t i v e  t o  the  demands upon them. But 
without it, the proepect f o r  diversion is v i r t u a l l y  n i l .  

Enhanced cos t  recovery by government hosp i ta l s  w i l l  require  t h a t  thesle 
hoepi ta le  deliver high qua l i t y  se rv ices  (services  t ha t  a r e  medically 
appropriate and t h a t  s a t i e f y  consumers i n  other ways, e.g., 
appropriate amenities (room and d i e t ,  appropriate a t t i t ude6  of 
hosp i ta l  s t a f f ) .  An important pa r t  of what i e  meant by increaeed 
"efficiency" of hosp i ta l  performance is increased qua l i ty  of hosp i ta l  
output. 

Increaeed eff ic iency i n  government hosp i ta l s  i n  the  general  sense of 
more output per u n i t  of input  w i l l  improve the  prospect t h a t  funds can 
be diverted t o  ch i ld  survival  programs. Increased eff ic iency en ta i la  
a t t en t ion  t o  cos t  containment, avoiding resource wastage, increaoing 
s t a f f  productivity by appropriate supervision and incentives,  and the 
l i ke .  

It would not be r e a l i s t i c  t o  expect the  management of government 
hosp i ta l s  t o  se r ious ly  engage i n  t he  en te rpr i se  of increased cos t  
recovery unless appropriate incentives a r e  provided. 

Even i f  hosp i t a l  management is motivated by appropriate incent ives ,  
increased e f f ic iency  w i l l  not follow unless there  is  a l so  a r e a l i s t i c  
opportunity t o  succeed i n  t h i s  endeavor, For example, personnel 
policy must be such t h a t  management can e f f ec t i ve ly  supervise and 
'oLafivate the staff. Budget po l ic ies  must make room f o r  some 
discret ionary resources such t h a t  management can respond promptly t o  
problems. 

A s  a  matter of public policy, increased cos t  recovery i n  government 
hosp i ta l s  must preserve equi ty  with respect  t o  access t o  these  
servicas.  I n  pract ice ,  t h i s  probably implies some kind of 
income-related scheme such t h a t  t he  wel l  o f f  pay more than the  not so  
well off and the  indigent do not  pay a t  a l l .  

The prospects f o r  operating a successful  cost  recovery scheme i n  
government hosp i ta l s  w i l l  be g rea t ly  improved i f  there  can be soc i a l  
financing (e  . g . , insurancelprepail  schemes) ra ther  than heavy re l iance  
upon out-of-pocket financing. 

Increasing the  proportion of hosp i t a l  services  delivered by the  
pr iva te  sector  can help r e l i eve  ?ressure on hea l th  department 
budgets. Developing s o c i a l  f inancing schemes t o  f inance t he  demand 
f o r  pr ivate  hosp i ta l  services  can encourage the  growth of the  pr ivate  
hosp i ta l  sector.  



11. The extent  t o  which rasourcee divar ted t o  chi ld  aurvival  programe 
r e s u l t  i n  improved haol th  e ta tue  w i l l  be highly dependent on the 
e f f ic i sncy  of theee programe. Improving the  management of drug 
inputeto  theee programe can make a major contribution t o  enhancing 
the  performance of these  programe. Aa with government hea l th  
programs general ly ,  drug budgete f o r  the  chi ld  eurvival  programe run 
very lean. Thus, every e f f o r t  muet be rnade t o  ensure t h a t  theee 
budgete go ae f a r  ae poeeible. 

H.3 Economic Analyeis: The F i r s t  Round 

The HSFP i e  comprised of th ree  main componente: the eoc i a l  financing 
component, a component addressed t o  increas ing eff ic iency i n  t he  hoepi ta l  
servicee  eector ,  and a component addreeeed t o  improving the  performance of 
the  pharmacc~uttcals eector ,  pa r t i cu l a r l y  f o r  ch i ld  eurvivol 
pharmaceuticals.  here is a l s o  a small component f o r  f i nanc i a l  and policy 
analyeie,  but i t  can be regarded a s  playing a supporting r o l e  f o r  the  three  
main components. ) Becauee these components a r e  funct ional ly  interdependent, 
they have not  been broken down i n t o  cons t i tuen t  par te  fo r  t he  f i r e t  round 
analysis .  

The f i r s t  round economic benef i t s  of the HSFP w i l l  r e s u l t  i n  an 
increased flow of resources t o  t he  government'e ch i ld  eurvival  programe. 
Consequently, f o r  the  pro: :t a s  a whole, the  benef i t  w i l l  be whatever 
benef i t s  these  resources w i l l  generate i n  t he  ch i ld  surv iva l  programs. 

However, t he  benef i t s  t o  be counted here  w i l l  not  be contemporaneous, 
f o r  the  most pa r t ,  with t he  project  outlaye responsible f o r  them. This is 
because t he  resources committed under t he  HSFP canponents can be eeen a s  an 
investment i n  s t r u c t u r a l  in tervent ions  t o  change the  hea l th  se rv ices  
system. For example, the  project  would change the  organizat ional  format of 
government hosp i t a l s ,  t he  composition of publ ic  and pr iva te  funding f o r  
these  hosp i t a l s ,  and the  way i n  which t he  demand f o r  hea l th  ca r e  is financed 
by consumers. The resources committed t o  t h i s  eystem change a r e  ahue more 
akin  t o  a "one-time" c a p i t a l  outlay than an ongoing, recurrent  outlay. This 
is because once system changes have been e f fec ted ,  they can be expected t o  
be more o r  l e s s  s e l f  perpetuating, and f o r  the  most pa r t ,  continued project  
out lays  w i l l  not  be necessary. I s  is  t h i s  cha rac t e r i s t i c  of investmentv i n  
system changes which gives t h i s  type of investment a l a rge  amount of 
leverage and helps  t o  generate a fu tu r e  stream of benef i te  a t t r i b u t a b l e  t o  
t he  project .  

Costs and Performance of the  Child Survival  Programs: Implications of 
the  HSFP 

There a r e  f i v e  ch i ld  survival  programs i n  Indonesia: Maternal and 
Child Health (MCH), Expanded Program on Immunization, Health Education, 
Nutr i t ion,  and Control of Diarrheal  Diseases (CDD) , including Oral 
Rehydration Therapy (ORT). To gain i n s igh t  i n t o  the impact of the  HSFP on 
these  programs, it is f i r s t  necessary t o  obta in  an approximation of t h e i r  



opera t ing  c o s t s  f o r  a  r e c e n t ,  r ey raeen ta t iva  year. In t h i s  c o w ,  1985-86 
was sa loc ted  bocauee i t  repreeonte  o budgetary year herore Eiecal  s t r ingency 
Gagan t o  reduce t h e  govarnment'e capac i ty  t o  budget for t hese  programs. 

Child uurvival  programs i n  Indonesia a r e  operated by the  genera l  
h e a l t h  s e r v i c e s ,  mainly t h e  h e a l t h  c e n t e r s ,  but  a l s u  draw from v e r t i c a l  
budgets (e.g., those f o r  EPI and cDD), which a r e  budgeted c o l l e c t i v e l y  under 
t h e  heading of PROGRM.  Table 6 i n  Annex G ,  shows tho year ly  expeuditures 
f o r  c h i l d  s u r v i v a l  i n  r e a l  terms using 1983 p r i ces .  The 1985-86 resource 
commitment t o  c h i l d  s u r v i v a l  programs i n  Indonesia was roughly Rp. 60.3 
b i l l i o n  i n  real terms. 

To determine t h e  impl ica t ions  of t r a n s f e r i n g  rescurces  on the  margin 
from t h e  h o s p i t a l  s e c t o r  t o  t h e  c h i l d  s u r v i v a l  programs i n  t h e  aggregate,  a  
15  percent  t r a n s f e r  was a~sumed;  t h i s  f i g u r e  doea not  take i n t o  account 
t r a n s f e r s  from d i s t r i c t - l e v e l  h o s p i t a l s .  This  t r a n s f e r  of approximately Rp. 
26 b i l l i o n  would inc rease  t h e  aggregate c h i l d  s u r v i v a l  budget by a s  much a s  
43 percent .  * 

In terms of t h e  c h i l d  s u r v i v a l  l o s s  on the  margin i n  the  h o s p i t a l  
s e c t o r ,  t h e  consequences of t h i s  t r a n s f e r  should be t r i v i a l  compared t o  t h e  
c h i l d  s u r v i v a l  ga in  on the  margin i n  c h i l d  s u r v i v a l  programs. There can 
thus  be very  l i t t l e  doubt about t h e  cost-worthiness of t h i s  resource  
r e a l l o c a t i o n  i n  terms of c h i l d  s u r v i v a l  o b j e c t i v e s ,  a  pos i t ion  which A I D  
h e a l t h  o f f i c e s  have been urging hos t  county governments t o  take  f o r  s e v e r a l  
y e a r s  . 

To determine i f  inves t ing  the  amount of money represented i n  t h e  HSFP 
budget is worthwhile t o  b r ing  about  a  r e a l l o c a t i o n  of resources t o  meet 
c h i l d  s u r v i v a l  ob jec t ives ,  two approaches can be taken. The f i r s t  is an  
invea t iga t ion  of t h e  p r o j e c t ' s  implied IRR and t h e  second is an  examination 
of t h e  p r o j e c t ' s  c o s t s  a s  a "loading" on c h i l d  s u r v i v a l  program cos ts .  

H.3.2 The HSFP's I m ~ l i e d  IRR i n  Terms of Child Survival  Benef i t s  

F i r s t ,  assume t h a t  t h e  HSFP succeeds s o  t h a t  c h i l d  s u r v i v a l  program 
budgets a r e  Rp. 26.0 b i l l i o n  l a r g e r  i n  r e a l  terms than they  otherwise would 
have been -- b e g h n i n g  i n  t h e  f o u r t h  year  of t h e  p ro jec t  and continuing f o r  
t e n  years .  This can be taken a s  a  measure of t h e  ga in  i n  c h i l d  s u r v i v a l  
b e n e f i t s  i n  these  programs. This  is s o  because t h i s  resource  t r a n s f e r  is 
bel ieved costworthy; thus ,  whatever t h e  va lue  of t h e  inc rease  i n  b e n e f i t s  i n  
t h e  c h i l d  s u r v i v a l  programs, it must be a t  least equal  t o  Rp. 26.0 b i l l i o n  

* ~ o t e :  I n  Annex G (F inanc ia l  Analys is ) ,  Sect ion  G . 5 ,  a poss ib le  
resource  s h i f t  of between 30.8% t o  46.6% is projected.  
The p r o j e c t  t a r g e t  has  been set a t  a  35% inc rease  which i s  
somewhat more conservat ive  than t h e  43% s h i f t  ueed t o  es t imate  
t h e  P r o j e c t ' s  I I R .  



per year .  Second, assume t h a t  t h e  l o a s  of c h i l d  s u r v i v a l  bonef i t s  i n  the  
hosp:l tal  s e c t o r  can be  noglectod. Third,  aeoume t h a t  the  t o t a l  HSFP budget 
of Rp. 24.0 b i l l i o n  is ex?endad i n  equal  year ly  amounts dur ing  t h e  
eeven-year l i f e  of the  p ro jec t .  With these assumptions, the  implied 
i n t e r n a l  rate of r e t u r n  (IRR) t o  expendituree f o r  t h e  HSFP i s  about 97.5 
percent .  I f  i t  is assumed t h a t  t h e  HSFP has only a 0.5 chance of r e s u l t i n g  
i n  a t r a n s f e r  of Rp. 26.0 b i l l i o n ,  then t h e  IRR would be about 58.0 percent .  

Cost of t h e  HSFP a s  a "Loading" on Child-Survival Program Costs 

A s  explained,  t h e  expendituree f o r  t h e  HSFP can be regarded as a 
c a p i t a l  out lay  t o  be charged t o  expense over t h e  period of time during which 
the  investment i n  system change continues t o  y i e l d  b e n e f i t s  i n  t h e  form of a 
l a r g e r  resource  commitment t o  c h i l d  s u r v i v a l  programs than would otherwiee 
have been t h e  case. The annualized HSFP expense can thus  be regarded a s  an 
"add on" o r  "loading" on t h e  annual  c o s t s  of opera t ing  the  c h i l d  su rv iva l  
programs. 

The t r a n s f e r  of Rp. 26.0 b i l l i o n  added t o  t h e  Bp. 60.3 b i l l i o n  i n  
expenditures f o r  c h i l d  s u r v i v a l  s e r v i c e s  would br ing  t h e  t o t a l  resource 
commitment t o  these  program t o  about Rp. 86.3 b i l l i o n .  Assume t h a t  once a 
system change has  been e f f e c t e d  by t h e  HSFP, i t  continues t o  y i e l d  b e n e f i t s  
i n  t h e  form of enhanced resources  f o r  c h i l d  su rv iva l  programs f o r ,  say ,  ten  
years .  Dividing t h e  t o t a l  HSFP c o s t  of Rp. 24 b i l l i o n  by t e n  y ie lds  a 
loading of about Rp. 2.5 b i l l i o n  i n  a r ep resen ta t ive  f u t u r e  year, or about 
4.1 percent  of t h e  enhanced c h i l d  s u r v i v a l  budgets. For t h i s  modest 
i n c r e a s e  i n  c o s t s ,  a t r a n s f e r  of resources  i s  e f f e c t e d  which increases  the  
resource commitment t o  t h e  c h i l d  s u r v i v a l  programs by about 43 percent  or  by 
21 percent  i f  i t  is assvaed t h a t  t h e  HSFP is only h a l f  a s  e f f e c t i v e .  Even 
al lowing f o r  some dec l in ing  y i e l d  on t h e  margin t o  a d d i t i o n a l  resources f o r  
c h i l d  s u r v i v a l ,  t h e  expenditure f o r  t h e  HSFP would appear, i n  these  terms, 
t o  be costworthy. 

H.3.4 Cost-Benefit Analysis of HSFP and the  Expanded Program on Immunization 
(EPI) - 
While i t  would be d e s i r a b l e  t o  apply a cos t -benef i t  ana lys i s  t o  each 

of t h e  important c h i l d  s u r v i v a l  programs, only the  EPI yielded a desc r ip t ion  
of program performance which is  d e f i n i t e  enough t o  permit t h i s  type of 
ana lys i s .  The 1985-86 c o s t s  of t h i s  program were about Rp. 15  b i l l i o n  
(nominal terms), while t h e  c o s t  i n  t h a t  year  per fully-immunized c h i l d  was 
about Rp. 3,750 (about US $2.25). The b e n e f i t s  of EPI a r e  reduct ions  i n  
morbidity and morta l i ty .  

I n  determining whether t h e  b e n e f i t s  of h e a l t h  programs a r e  worth the  
c o s t ,  t h e  most popular way t o  measure h e a l t h  e f f e c t s  i n  monetary terms has 
been t h e  human c a p i t a l  approach, For immunizable d i s e a s e s  such a s  measles 
and p e r t u s s i s ,  t h e r e  a r e  very h igh a t t a c k  rates (90 and 80 percent ,  
r e spec t ive ly )  and very high vaccine e f f i c a c y  r a t e s  (85 and 80 percent ,  
r e spec t ive ly ) .  Thus, it might be expected i n  p r i n c i p l e  t h a t  some savings t o  
immunization would r e s u l t  from t h e  reduced c o s t s  of t r e a t i n g  morbidity and 
reduced time f o r  mothers t o  c a r e  f o r  t h e i r  s i c k  ch i ld ren .  



Howover, r a t h e r  than undertaking these  kinds of c a l c u l a t i o n s ,  i t  is  
f a r  more i n s t r u c t i v e  t o  undertake a  more genera l  cos t -benef i t  a n a l y s i s  t h a t  
focuses on t h e  deaths-averted b e n e f i t s  of thc  EPI. These b e n e f i t s ,  a long 
with morbidi t ies  aver ted  ( i n  some cases ) ,  a r e  the  purpose of the  
immunization program and it is informat ive  i f  a  cos t -benef i t  a n a l y s i s  
r e f l e c t s  the  main success c r i t e r i a  adopted f o r  such programs. 

Benef i t s  of reducing t h e  r i s k  of  m o r t a l i t y  and morbidity. Program 
performance d a t a  suggest  t h a t  Indones ia ' s  EPI may have reduced t h e  o v e r a l l  
i n f a n t  and c h i l d  death  rate by about 10.0 percent i n  1985-86. Because 
ch i ld ren  who su rv ive  childhood dieeaees  eventual ly  d i e  from a d u l t  d iseases  
and trauma, it is  more preferable  t o  s t a t e  t h i s  benef i t  with a  time 
dimension, say ,  a  10.0 percent reduct ion  i n  t h e  p robab i l i ty  of death  over a  
ten-year period. 

I n  determining whether i t  is  worth an  average c o s t  of US $2.25 per 
immunized c h i l d  t o  achieve t h i s  r i s k  reduct ion ,  i t  is necessary t o  ask  what 
t h e  b e n e f i t  y i e l d  would have t o  be i n  money value terms over t h e  ten-year 
r i s k  reduct ion  period. Using a n  appropr ia t e  discount  r a t e  of 15.0 percent ,  
a b e n e f i t  va lue  of about US $0.45 per year  per immunized c h i l d  would make 
t h e  investment i n  immunization economically worthwhile. 

Whether t h i s  b e n e f i t  va lue  can be regarded as a  costworthy commitment 
of resources  is  an i s s u e  requ i r ing  judgment.   ow ever, i t  seems l i k e l y  t h a t  
f o r  many pol icy  makers, the  equivalent  of about US $0.45 w i l l  appear a  very 
modest va lue  f o r  a  yea r ' s  worth of reduct ion  i n  t h e  r i s k  of death ,  and f o r  
some of these  d i seases ,  a  reduct ion  i n  t h e  r i s k  of d isease .  Thus, i t  is 
l i k e l y  t h a t  such a small assumed investment i n  t h e  EPI would be  s u f f i c i e n t  
t o  cover t h e  program c o s t s  and y i e l d  a  normal r a t e  of r e tu rn ,  while 
rendering t h e  program more than costworthy. 

The household po in t  of view. Moet economic analyses  of  h e a l t h  
programs a t tempt  to  include " in tang ib len  b e n e f i t s  such as reduct ions  i n  . - 

pain, g r i e f ,  s u f f e r i n g  and anxie  tyT Although these  b e n e f i t s  a r e  important 
ones, they  cannot be mapped i n t o  an economic a n a l y s i s  and t h e i r  inc lus ion  
tends  t o  promote a  l a r g e  underestimate of the  economic value  of  these  
programs. General ly speaking, these  i n t a n g i b l e  b e n e f i t s  have considerable 
economic value ,  a s  demonstrated by t h e  wi l l ingness  of consumers t o  make 
s u b s t a n t i a l  payments t o  secure  these  types  of b e n e f i t s  i n  t h e  genera l  
medical market place.  

I n  t r y i n g  t o  capture  i n t a n g i b l e  b e n e f i t s  i n  economic a n a l y s i s ,  i t  is 
poss ib le  t o  use t h e  c a l c u l a t i o n s  of t h e  c o s t  and implied r i s k  reduct ion  of 
t h e  EPI from t h e  household po in t  of vizw a s  a  simulated willingness-to-pay 
t e s t .  I f  each household i n  Indonesia were t o  c o n t r i b u t e  t o  a  fund Rp. 742 
(US $0.45) per c h i l d  f o r  each year  of t h e  ten-year r i s k  reduct ion  period,  
t h e  r e s u l t i n g  fund would f inance  t h e  immunization program. Owing t o  some 
savings i n  t reatment c o s t s  from reduced morbidity, t h e  n e t  c o s t s  of 
con t r ibu t ions  t o  t h l s  fund would be less (perhaps s u b s t a n t i a l l y  l e s s )  than 
t h i s .  



The burden imposed by such payments would depend on t h e  number of 
ch i ld ren  i n  tho household. Using a r e p r e s e n t a t i v e  f i g u r e  of th ree  ch i ld ren ,  
a l l  of whom were i n  t h e  r isk-reduction per iod  a t  t h e  some time, t h e  gross  
burden ( i . e . ,  no t  ne t  of savings  i n  t reatment  c o s t s )  would amount t o  0.62 
percent  of annual  household income f o r  t h e  poores t  3 percent  of households 
and much l e s s  than t h i s  f o r  t h e  o the r  97 percent  of households. It i s  thus 
l i k e l y  t h a t  informed, r a t i o n a l  household members would be w i l l i n g  t o  pay t h o  
c o s t  of immunizations f o r  t h e i r  c h i l d r e n  i n  o rde r  t o  secure  t h e  
r i sk- reduct ion  benef i t s .  

I f  policymakers decide t o  commit resources  t o  an i lmuniza t ion  program, 
they may f e e l  more secure  t h a t  t h e i r  commitment is  costworthy i f  it i s  
h igh ly  l i k e l y  t h a t  households ( i f  they were f u l l y  informad and making 
se l f - se rv ing  dec i s ions )  would a l s o  judge t h i s  t o  be a  costworthy use of 
resources.  For i t  i s  t h e  households who are t h e  b e n e f i c i s t i e s  of t h e  
program and who w i l l ,  i n  t h e  aggregate ,  pay f o r  t h e  program (with t h e  
exception of donors' con t r ibu t ions ) .  Looking a t  the  cost-bei tef i t  i s s u e  i n  
t h i s  way, po l i cy  makers would, i n  e f f e c t ,  be seeking t o  map consumer 
preferences  r a t h e r  than planner preference8 i n t o  t h e i r  resourze  a l l o c a t i o n  
decis ions .  This  may be regarded a s  a  k ind  of "p r iva t i za t ion"  c r i t e r i o n  of 
program success.  This  approach is a very compatible way t o  eva lua te  
s t r u c t u r a l  i n t e r v e n t i o n  programs and i t  is one which w i l l  i nc reas ing ly  
appeal  t o  po l i cy  makers a s  they explore  management approaches o the r  than 
c e n t r a l  planning. 

Impl ica t ions  of HSFP loading on EPI cos t s .  To examine t h e  
impl i ca t ions  of c o s t  loading on t h e  EPI, t h e  fol lowing were assumed: 1 )  t h e  
e n t i r e  Rp. 26 b i l l i o n  t r a n s f e r  from t h e - h o s p i t a l  s e c t o r  goes t o  EPI, 
br inging i t s  budget t o  about Rp. 4 1  b i l l i o n ,  and 2) t h e  c a p i t a l  o u t l a y  
represented  by t h e  HSFP is spent  over a  ten-year period,  i . e . ,  a t  a r a t e  of 
about Rp. 2.4 b i l l i o n  per  year.  Looked a t  a s  a loading on t h e  enhanced EPI 
budget, t h e  HSFP o u t l a y  would r ep resen t  about  a 5.9 percent  inc rease  i n  t h e  
EPI's ope ra t ing  cos t s .  

I f  it is  assumed t h a t  over t h i s  ten-year per iod ,  t h e r e  w i l l  no t  be a 
decreas ing  r e t u r n  t o  s c a l e  i n  t h e  EPI program (i .e . ,  ' that  program 
performance inc reases  p ropor t iona te ly  wi th  resources  commitment) , t h e  
resource  d ive r s ion  would r e s u l t  i n  t h e  enhanced EPI program d e l i v e r i n g  about  
a  25.0 percent  reduc6ion i n  t h e  r i s k  of dea th  over  t h e  ten-year per iod ,  a 
considerable ga in  over t h e  p r i o r  10.0 percent  reduction.  I f ,  p r i o r  t o  t h e  
HSFP, expenditures f o r  EPI appeared w e l l  worth i t  i n  terms of r i sk- reduct ion  
b e n e f i t s ,  and then  because the  HSFP's impact w i l l  be t o  inc rease  c o s t s  l e s s  
than it inc reases  b e n e f i t s ,  expenditures f o r  EPI should be regarded a s  even 
more costworthy a s  a r e s u l t  of t h e  HSFP. 

I%is r a t h e r  severe  s e n s i t i v i t y  t e s t  f o r  t h e  EPI takes  i n t o  account 
n e i t h e r  t h e  b e n e f i t s  t o  c h i l d  s u r v i v a l  programs i n  add i t ion  t o  those 02 EPI 
nor t h e  second round b e n e f i t s  discussed i n  t h e  next  sec t ion .  Despite  t h i s ,  
r e l y i n g  on EPI b e n e f i t s  a lone ,  i t  would be f a i r  t o  expect t h a t  most po l i cy  
~ a k e r s  would judge t h e  HSFP t o  be costworthy. 



H . 4  The Socia l  Financing Componontr The Second Round 

The second round a n a l y s i s  is r e s t r i c t e d  he re  t o  t h e  p ro jec t ' s  s o c i a l  
f inancing and h o s p i t a l  components. While the  f i r s t  round nnalys ie  d e a l t  
wi th  t h e  HSFP1s con t r ibu t ion  t o  today's  c h i l d  s u r v i v a l  events ,  the  second 
round a n a l y s i s  takes  both a longer-run and a broader view of t h e  development 
of  t h e  n a t i o n ' s  h e a l t h  s e r v i c e s  sec to r .  It i o  i n  t h i s  a n a l y s i s  t h a t  the  
impl ica t ions  of t h e  p ro jec t  ae  a s t r u c t u r a l  in t e rven t ion  begin t o  emerge 
wi th  g r e a t e r  force.  

A t  preeent,  t h e  t o t a l  h e a l t h  economy i n  Indonesia claims a r a t h e r  more 
modeet s h a r e  of GNP (2.2 percent )  than i n  some o the r  coun t r i e s  with about 
t h e  same l e v e l  of GNP per c a p i t a .  The pub l i c  sha re  of t o t a l  h e a l t h  
expendi tures  is  about 36 percent ,  whi le  about  90 percent  of p r i v a t e  
expendi tures  i s  f inanced ou t  of pocket,  Thus, s o c i a l  f inancing accounts f o r  
on ly  about  10  percent  of p r i v a t e  demand, most of which is equal ly  divided 
between employer h e a l t h  b e n e f i t  schemes and government compulsory 
insurance.  I n  terms of expenditures f o r  h e a l t h  s e r v i c e s ,  the  p r i v a t e  s e c t o r  
is dominant, however, i n  t h e  l a r g e s t  s e r v i c e  s e c t o r  ( h o s p i t a l s ) ,  the publ ic  
s e c t o r  is dominant; providing 69 percent  of beds. 

Although it i s  r e l a t i v e l y  c e r t a i n  t h a t  a s  Indonesia develops 
economically, t h e  h e a l t h  economy's sha re  of GNP w i l l  a l s o  grow, i t  is l e s s  
c l e a r  j u s t  how t h i s  w i l l  t ake  place.  For example, what w i l l  be the  p a t t e r n  
of i n s t i t u t i o n a l  events  t h a t  embody t h i s  development? What w i l l  happen t o  
t h e  r e l a t i v e  publ ic  and p r i v a t e  sha res  of the  h e a l t h  economy, on both t h e  
demand s i d e  of t h e  market f o r  h e a l t h  s e r v i c e s  and on t h e  supply s ide?  W i l l  
t h e r e  be a s p e c i a l i z a t i o n  of  func t ions  between t h e  pub l i c  and p r i v a t e  
s e c t o r s ,  wi th ,  perhaps, t h e  pub l i c  s e c t o r  concentra t ing  on preventive 
measures and t h e  p r i x t e  s e c t o r  on c u r a t i v e  se rv ices?  How w i l l  t he  burden 
f o r  support ing t h e  n a t i o n ' s  h e a l t h  s e r v i c e s  system be shared among t h e  
i n d i v i d u a l s  t o  be served by t h a t  system? 

To a s s e s s  t h e  economic impl ica t ions  of t h e  HSFP i n  t h i s  context ,  it is  
necessary t o  note  t h a t  t h e  conf igura t ion  of t h e  n a t i o n ' s  h e a l t h  s e c t o r  
f inanc ing  system, p a r t i c u l a r l y  t h e  way i n  which t h e  demand f o r  h e a l t h  c a r e  
i s  financed,  w i l l  be f a r  from n e u t r a l  i n  i ts  impact on how these  h e a l t h  
s e c t o r  developments t ake  p lace .  Because t h e  HSFP1s s o c i a l  f inancing 
component w i l l  f a c i l i t a t e  the  development of s o c i a l  f inancing schemes, it  
w i l l  have an  important in f luence  on t h e  f u t u r e  development of t h e  h e a l t h  
services sec tor .  As i l l u s t r a t e d  below, t h i s  in f luence  can be expected t o  be 
a favorable  one and can be counted among t h e  important b e n e f i t s  r e s u l t i n g  
from t h e  projec t .  

One poss ib le  b e n e f i c i a l  inf luence  of  t h e  s o c i a l  f inancing component is 
t h e  d i v i s i o n  of funct ions  between t h e  publ ic  and p r i v a t e  s e c t o r s  i n  t h e  
n a t i o n ' s  h e a l t h  system. Assuming t h a t  t h e  n a t i o n ' s  h e a l t h  economy w i l l  
continue t o  grow, t h a t  t h i s  growth w i l l  be accompanied by an enhanced r o l e  
f o r  t h e  p r i v a t e  s e c t o r  (e.g., p r i v a t e  f inancing of t h e  demand f o r  h e a l t h  
s e r v i c e s  and t h e  provis ion  of acu te  c u r a t i v e  s e r v i c e s ,  p a r t i c u l a r l y  h o s p i t a l  
s e r v i c e s ) ,  and t h a t  f i s c a l  s t r ingency  w i l l  continue t o  dampen prospects  f o r  



growth i n  tho govarnrnent e e c t o r ,  than i t  would be n a t u r a l  f o r  a  d iv i s ion  of 
labor  t o  occur. In  t h i s  case ,  t h e  government would concentra.te i ts  
r e l a t i v e l y  smaller  resources on preventive,  promotive publ ic  h e a l t h  
s e r v i c e s ,  leaving curative c a r e  more l e r g e l y  the  r e s p o n s i b i l i t y  of tho 
p r i v a t e  sec to r .  This  d iv i s ion  would have pos i t ive  iruplicat ions both f o r  
c h i l d  s u r v i v a l  and t h e  e f f i c i e n c y  wi th  which the  funds committed t o  these 
reaourcee a r e  used by operat ing on t h e  demand s i d e  of the  market (e.g., by 
promoting s o c i a l  f inancing of t h e  demand f o r  h e a l t h  s e r v i c e s ) .  

Soc ia l  f inancing (hee l th  insurance ,  prepaid schemes, s o c i a l  
secur i ty- type  schemes and o t h e r s )  s e r v e s  equ i ty  ob jec t ives  i n  s e v e r a l  ways. 
Under s o c i a l  f inancing schemes, "well" persons he lp  t o  support  t h e  na t ion ' s  
h e a l t h  c a r e  agstem ins tead  of s i c k  persons (who support t h e  system under 
out-of-pocket f inancing) .  Moreover, i t  is  much more f e a s i b l e  t o  develop 
income-related h e a l t h  f jnancing ~chemes  where demand is s o c i a l l y  financed 
r a t h e r  than financed o u i  of pocket. Fur ther ,  s o c i a l  f inancing f inances  the  
consumer's d e s i r e  f o r  r i z k  avnreion. Under out-of-pocket schemes, consumers 
a r e  always a t  r i ~ k  of ? - w i n g  t o  yay very l a r g e  ou t l ays  f o r  h e a l t h  se rv ices  
when they  a r e  sick. lh'! r e c c i a l  f inancing,  they t r a d e  t h i s  r i s k  f o r  a  
s i t u a t i o n  where they makt! r- ,bc . . i ,  r e g u l a r  payments, thus  spreading r i s k  among 
t h e  insured  group o v e ~  !,taw. J ~ L ,  e q c i a l  f inancing could w e l l  evoke a 
supply response,  a s  i v  '-2: '.'hiJippines, where i n  response t o  s o c i a l  
secur i ty- type  financin-,, 2 Liiv 'emand e i d e  the re  was a s i g n i f i c a n t  increase  
i n  t h e  capac i ty  of t h  , ; ~ v s t c  1,or;pital sec to r .  Such responses could 
improve t h e  prospects  o i  the M c;s t ry  of Health t o  move i n  t h e  d i r e c t i o n  of 
becoming a Ministry of PI!-::: S: ::,, , l t h .  

Thus, t h i s  cowpon~.a.' 'ti i~!:',,uence w i l l  l i e  i n  responding t o  publ ic  o r  
p r i v a t e  p a r t i e s ,  on the: u ~ u p J l  ,r demand s i d e  of the  market, who seek 
a s s i s t a n c e  i n  devel oping 9 v :a]. f inanc ing  schemes. This  component is f a r  
removed from t h e  pexforma de iritc:rvention modes which have h i s t o r i c a l l y  
cha rac te r i zed  most h e a l t h  projlects. Rather, because t h e  i n i t i a t i v e  he re  is 
on t h e  p a r t  of p :~b l i c  o r  priva.te f inanc ing  scheme developers,  t h i s  component 
does n o t  put p r o j e c t  des igner t~  and implementers i n  the  r o l e  of c e n t r a l  
planners v l s - a l r i s  t h e  n a t i o n l e  h e a l t h  f inancing system. 

Jn determining whether t h e  US $5.0 mi l l ion  budgeted f o r  t h i s  component 
is a c o s t  worthy expenditure,  i t  seems c l e a r  t h a t  t h e  s o c i a l  f inancing 
component w i l l  he lp  t h e  p r o j e c t  t o  move i n t o  t h e  mainstream of developing 
h e a l t h  s e c t o r  events  i n  Indonesia. The cur ren t  s e r i o u s  d i scuss ions  of t h e  
DUKM concept,  which c a l l s  f o r  a major inc rease  i n  ~ o c i a l  f inancing of the  
demand f o r  h e a l t h  s e r v i c e s ,  a t t e s t  t o  t h i s .  Further ,  t h i s  compouent s t ands  
a good chance of making very important con t r ibu t ions  t o  e q u i t y  and 
a l l o c a t i v e  e f f i c i e n c y  i n  t h e  h e a l t h  s e r v i c e s  sec to r .  Although no simple 
number value (e.g., n e t  present  va lue)  can be put forward t o  estimate t h e  
c o s t  worthiness of t h i s  component, i n  t h e  view of i t s  proponents t h e  
expected y i e l d  is w e l l  worth t h e  investment proposed. And s u r e l y ,  t h i s  
modest commitment of funds has  a  f a r  b e t t e r  prospect  f o r  la rge-sca le  
leverage  i n  t h i s  type of s t r u c t u r a l  in t e rven t ion  p r o j e c t  than i n  the  
conventional  performance i n t e r v e n t i o n  p ro jec t .  



For tho hosp i t a l  component, i t  i e  f e a s i b l e  t o  do a more conventional 
typo of coat-benefit analyeis.  Thie component i e  budgetad f o r  US $2.3 
mil l ion,  or  the  equivalent  of Rp. 3.8 b i l l i o n .  The followin8 aeeumptione 
a r e  mader 

(1) The amount i e  paid out i n  implementing the  hoep i ta l  component i n  equal 
par te  over f i v e  yeare. (2) A t  t h a t  po in t ,  e f f i c iency  gaine i n  the  hoep i ta le  
begin t o  be menifeat. Theee gains  a r e  the  equivalent  i n  r e a l  terms of 10.0 
percent of the  1985-86 budget (jnveetment and rout ine)  f o r  the  cen t r a l  and 
provincia l  l e v e l  hospi ta ls .  Th:b comes t o  Rp.17.4 b i l l i o n  per year and 
these  eavings, owing t o  the  project ,  continue f o r  15 yeam. y hat i e ,  i n  
each of these yeare, t he  cost  of producing se rv ices  by these hoepi ta la  is 
Rp.17,4 b i l l i o n  l e s e  than i t  otherwiee would have been without t he  
project .)  F i f t een  percent i e  taken as the  appropriate diecount r a t e ,  Theee 
aesumptions r e s u l t  i n  a subs t an t i a l  n e t  preeent value (NPV) of about Rp.55.0 
b i l l i o n  and a l a r g e  i n t e r n a l  r a t e  of r e tu rn  (IRR) of about 88.7 percent. I f  
the  assumptions a r e  changed t o  provide f o r  5.0 percent eavinga over t en  
years,  the  r e s u l t  i s  a NPV of about Rp.22.0 b i l l i o n  and an IRR of about 66.0 
percent. The project  budget i s  ac tua l l y  very small compared t o  the  aseumed 
savinge. These savings could be used on ch i l d  surv iva l  programs. 



Annex I 

SOCIAL SOUNDESS ANALYSIS 

1.1 Beneficiaries 

The primary benef ic ia r ies  of t h i s  project  w i l l  be the in fan t s  and 
young chi ldren of Indonesia and t o  a secondary degree t h e i r  mothers. It is 
t h i s  group of people who su f f e r  a d ispropor t ionate ly  high r i s k  of d isease  
and death due t o  d i f f i c u l t i e s  t he  government experiences i n  providing high 
q u a l i t y  cura t ive  and preventive hea l t h  care  t o  everyone. By red i rec t ing  
government expenditures t o  support f o r  ch i l d  surv iva l  programs and by 
providing a l t e rna t i ve  ways f o r  famil ies  t o  receive dependable, sus ta inable  
and managed hea l th  se rv ices ,  t he  qua l i t y  of l i f e  of t h e  young chi ldren of 
Indonesia should be improved and t h e i r  chances of surviving childhood 
increased subs tan t ia l ly .  This w i l l  be pa r t i cu l a r l y  s o  f o r  fami l ies  a t  the  
lower end of the economic s ca l e ,  a s  these  a r e  the  people who a r e  i n  g r ea t e s t  
need of t he  kinds of preventive and promotive hea l th  programs on which the  
government w i l l  be ab le  t o  focus i ts  a t t en t ion .  

It is  estimated t h a t  t o t a l  spending f o r  ch i l d  surv iva l  w i l l  increase 
by 35% during the  l i f e  of the  p ro jec t ,  o r  a yearly increase  of 5%. 
Increased funding a t  t h i s  l e v e l  w i l l  increase ch i l d  surv iva l  coverage by 
1.7% per year, implying t h a t  an  add i t iona l  1.5 mil l ion chi ldren and women of 
reproductive age w i l l  receive  ch i l d  surv iva l  se rv ices  a s  a r e s u l t  of savings 
generated through t h i s  project .  

The secondary benef ic ia r ies  w i l l  be the  r u r a l  and urban poor who 
expend a s i gn i f i c an t  por t ion of t h e i r  l imi ted resources on purchasing hea l th  
ca r e  se rv ices  on an unplanned, fee-for-service bas i s ,  and on se rv ices  o r  
products which have miniinal long-term benef ic ia l  e f f e c t  on t h e i r  heal th .  By 
pa r t i c ipa t i ng  i n  pre-paid, organized hea l th  care  f inancing schemes, they 
w i l l  improve t h e i r  chances of receiving an appropr ia te  balance of preventive 
and cura t ive  hea l th  care  and reduce the  need t o  spend l a r g e  amounts on 
c r i s i s  medical care.  By pa r t i c ipa t i ng  i n  these  schemes, they w i l l  benef i t  
from sharing the  f i nanc i a l  r i s k  of i l l n e s s  with o thers  and therefore  su f f e r  
l e s s  economically when i l l n e s s  does occur i n  the  family. Socia l  financing 
a l s o  provides more equi table  access  t o  hea l th  se rv ices ,  s ince  i t  precludes 
the  need f o r  s ing le ,  l a rge ,  out-of-pocket expenditures which a r e  beyond the  
means of l a rge  segments of the  Indonesian population. The project ,  i n  the  
long run, w i l l  he lp  improve t h e  therapeut ic  impact of drug r e l a t ed  
expenditures by a f f ec t i ng  prescribing and drug purchasing pat terns  and 
reducing unnecessary expenditures. 

And f i n a l l y ,  the  p ro jec t  w i l l  benef i t  the  many hea l th  care  
profess ionals  who w i l l  be t ra ined ,  and whose profess ional  productivity w i l l  
be a f fec ted  during the  course of implementkg t h i s  p ro jec t ,  both i n  t he  
government and pr ivate  sec tors .  Because of the  p ro jec t ' s  i n s t i t u t i o n a l  
development focus, the  capaci ty  t o  undertake the  operations research and 
continue on the  developments i n i t i a t e d  under t h i s  p ro jec t  w i l l  be assured by 



building on the human resourceo of Indonaain. While such poople a r e  
secondary benef ic iar ias  of the  pro jec t ,  t h o  investment i n  them l a  c r i t i c a l  
t o  aseuze c m t i n u a t i m  and ine t i t u t i ona l i za t i on  of t he  innwationsr and 
imprwemente introduced by tho project .  

I .2 -me.# Social  Feas ib i l i t y  

With respect  t o  the  soc i a l  and cu l tu r a l  f e a s i b i l i t y  of various 
elements of t h i e  project ,  it is  important t o  point out t h a t  the  hospital , ,  
pharmaceutical, and policy ana lys i s  components of the  project  do not involve 
any large-scale soc i a l  change. Xnterventions i n  these  components a6dreee 
bas ic  s t r u c t u r a l  and organizational problems which do not involve making 
great  assumptions about soc i a l  o r  c u l t u r a l  cha rac t e r i s t i c s  of the  people 
involved. Changes i n  hosp i ta l  management proposed under the  diagnostic 
component w i l l  be p i l o t  tes ted and opportunit ies w i l l  exist t o  determine 
whether there  a r e  s o c i a l  or c u l t u r a l  f ac to r s  which make such changes 
problematic. Likewise, i n  the  pharmaceutical component, ex i s t ing  f i e l d  
experience with t rying t o  change physicians' drug ordering behavior has not 
ra i sed  s o c i a l  issues. Introducing pa t i en t  education or  modern 
communications techniques t o  h e l p  change pa t ien t  demand*for ce r t a in  druga 
does have a strong socio-ctittural element which must be taken i n t o  account 
i n  the  spec i f i c  design of the mass media messages, f o r  instance. However, 
t he  nature  of t he  project  w i l l  mi t igate  against  making f a l e e  assumptions 
because of f t s  research and development stratgegy. For example, pat ient  
education mater ia ls  w i l l  be designed by Indonesian adver t is ing and promotion 
exper ts  and tes ted  thoroughly f o r  impact before application.  

The s o c i a l  financing component of t he  project  requires  more scrut iny,  
however, because i ts  success depends upon hea l th  care  consumers exhibit ing n 
conducive purchasing behavior. The consumer i n  a hea l th  insurance plan must 
be wil l ing t o  make periodic pre-payments t o  aver t  the  f i nanc i a l  r i s k  
associated with a fu tu re  event. There a r e  several  aspects of t h i s  behavior 
which deserve consideration when a s s e s s h g  po ten t ia l  s o c i a l  f ea s ib i l i t y :  

o will ingness t o  prepay on a periodic basis ,  

o wi l l ingness  t o  pool c a p i t a l  f o r  group benef i t ,  and 

o concern f o r  fu ture  f i nanc i a l  r i s k  associated with medical 
treatment. 

Several  notable examples t e s t i f y  t o  the  the  Indonesian socie ty 's  
f ami l i a r i t y  with periodic pre-payment. The concept of tabungan, o r  savings, 
is  commonly practiced by both urban and r u r a l  populations on a formal and 
informal basis .  The tabungan a r e  specif ied f o r  a purpose - such a s  a 
wedding, a funeral ,  a b i r th ,  o r  a re l ig ious  ceremony - s ignifying awareness 
and concern f o r  fu tu re  f i nanc i a l  r i sk .  The concept of instal lment payments, 
referred t o  a s  -- c i c i l an ,  is commonly used by those income groups unable t o  
make a s i n g l e  out-of-pocket payment t o  prmchase goods or  services .  Although 
the  c i c i l a n  As not  s t r i c t l y  a pre-payment, i t  does indicare  t he  willingness 



of Indonasian s o c i e t y  t o  maka monthly paymente. Finall.y, pra-ptlymant has 
boon ueed with l i t t l e  d i f f i c u l t y  f o r  the  3 million ~ n r o l l e e e  i n  ASKES s ince  
1968. Prom theee examples, pe r iod ic  paymunt or  pro-payment sseme t o  be n 
e o c i a l l y  acceptable  concept i n  Zndonasia. 

Pooling c a p i t a l  f o r  group b e n e f i t  i s  widely pract iced i n  Indoneeia . 
I n  t h e  ubiquitous a r i s a n ,  members of the  a r i s a n  group make monthly 
con t r ibu t ions  t o  a c a p i t a l  pool i n  r e t u r n  f o r  access  t o  t h e  c a p i t a l  a t  a 
po in t  i n  time. The concept of cooperat ives hae been i n s t i t u t i o n a l i z e d  i n  
Indonesia. Groups organized on e i t h e r  a geographic bas ie  or  by similar 
productive e n t e r p r i s e  pool t h e i r  c a p i t a l  o r  t h e  r e s u l t s  of t h e i r  l abor  f o r  
group b e n e f i t .  A m i n i s t e r i a l - l e v e l  department has  been formed t o  coordinate 
t h e i r  development. Again, the  concept of pooling c a p i t a l  f o r  group benef i t  
hae been widely accepted i n  Indonesia. 

Concern f o r  f u t u r e  r i s k  accocia ted  with medical ca re  implies t h a t  
Indonesian s o c i e t y  has a concern f o r  t h e  f u t u r e  and a s s o c i a t e s  f i n a n c i a l  
r i s k  with medical care .  The Moslem r e l i g i o n ,  p rac t i ced  by over 90% of t h e  
Indonesian populat ion,  imbues i ts  members wi th  a concern f o r  t h e  f u t u r e .  
From infancy Indonesians a r e  taught  t o  improve themselves mental ly,  
phys ica l ly ,  s o c i a l l y ,  and s p i r i t u a l l y  f o r  a b e t t e r  l i f e .  I m p l i c i t  i n  t h i s  
philosophy i s  a concern f o r  f u t u r e  r i s k  t o  e i t h e r  body o r  sou l  which may 
endanger t h e i r  w e l l  being. 

For h e a l t h  insurance t o  be success fu l ,  i t  i s  important t o  determine 
whether the  Indonesian s o c i e t y  views t h e  c o s t s  r e l a t e d  t o  t h e  treatment of 
i l l n e s s  a s  a s u f f i c i e n t l y  l a r g e  r i s k  t o  warrant  pre-payment. Data from the  
1984 SUSENAS, t h e  1985 Household Health Survey, and s t u d i e s  on treatment 
seeking behavior and expenditures f o r  h e a l t h  c a r e  conducted by the  Faculty 
of Public  Health a t  t h e  Univers i ty  of Indonesia (FKM-UI) and t h e  Bureau of 
Planning i n  the  MOH, a l low us t o  draw some conclusions about the  
populat ion 's  percept ion  of t h e  f inancial '  r i s k  a s soc ia ted  with seeking 
medical care .  About 67% of a l l  expenditures on h e a l t h  a r e  made d i r e c t l y  by 
consumers, When consumers use h e a l t h  f a c i l i t i e s ,  about 30% choose pub l i c  
f a c i l i t i e s ,  and t h e  remainder p r i v a t e  f a c i l i t i e s  i n  t h e  t r a d i t i o n a l  and 
modern s e c t o r s .  Sever i ty  of i l l n e s s  is  t h e  major determinant i n  t h e i r  
choice of care .  The more severe  t h e  i l l n e s s ,  the  g r e a t e r  t h e  l ike l ihood  of 
using modern treatment f a c i l i t e s  i n  t h e  pub l i c  or  p r i v a t e  s e c t o r  f o r  a l l  
income groups. 

The c o s t s  of modern medical ca re ,  whether pub l i c  o r  p r iva te ,  are 
s e v e r a l  o rde r s  of magnitude l a r g e r  than  t h e  c o s t  of t r a d i t i o n a l  medicine. 
For over 60%' of t h e  Indonesian population, t h e  c o s t  of a s i n g l e  h e a l t h  
c e n t e r  v i s i t  r e p r e s e n t s  1%-2.5% of t h e i r  t o t a l  monthly personal  
expenditures.  I f  ca re  is sought a t  a p r i v a t e  f a c i l i t y ,  t h e  c o s t s  a r e  
s u b s t a n t i a l l y  higher.  These da ta  i n d i c a t e  t h a t  t h e  cos t  of seeking modern 
medical ca re  r ep resen t s  a s u b s t a n t i a l  f i n a n c i a l  burden f o r  most of t h e  
Indonesian population. A s  t h e  s e v e r i t y  of i l l n e s s  increases ,  more conwmers 
choose t o  seek modern medical ca re ,  even though t h e  c o s t s  a r e  s i g n i f i c a n t l y  
higher.  It is probably s a f e  t o  assume t h a t  i n  view of t h e  f i n a n c i a l  burden 



represented  by the  modarn madical c a r e  c o s t s  of savare  i l l n e s e ,  the  overage 
Indonoeian consumer is concerned about  t h e  f u t u r e  f i n a n c i a l  r i s k  associa tad  
with moderate t o  severe  i l l n e s e .  Since consumer dercisions a r e  usua l ly  
motivated by personal  b e n e f i t  and i n  l i g h t  of tho  Indoneeian oociety 'a  
f a m i l i a r i t y  with prepayment, t h e  concept of pe r iod ic  p re -papen t  would oeem 
t o  be a s o c i a l l y  sound one i n  t h e  Indonesian context .  

Because of  t h e  e f f e c t s  of income on trsatment eeeking behavior and 
h e a l t h  se rv icee  u t i l i z a t i o n ,  t h e  h e a l t h  ineurance concept w i l l  probably be 
accepted most e a e i l y  among higher  socio-economic groups who receive  monthly 
caeh incomes. However, t h e r e  i e  e u f f i c i e n t  evidence t o  i n d i c a t e  t h a t  it can 
be adapted success fu l ly  i n  lower income r u r a l  groups a s  well, I n  h i s  s tudy 
of r u r a l  pre-paid h e a l t h  c a r e  schemes, Dr .  Ascobat Gani from FKM-UI has 
found t h a t  many d i f f e r e n t  v a r i a t i o n s  of pre-paid pooled r i s k  h e a l t h  
insurance schemes have a r i s e n  spontaneously among var ious  community groups 
t o  de f ray  expenses a s soc ia ted  with modern medical c a r e ,  whether these  groups 
had a monthly cash income o r  not .  He found t h a t  pre-paid pooled r i s k  f o r  
h e a l t h  c a r e  was s o c i a l l y  acceptable  a s  long as it had been adapted t o  
e x i s t i n g  s o c i a l  and c u l t u r a l  condit ions.  

Experience i n  o the r  coun t r i e s  l eads  t o  optimism about t h e  importance 
people p lace  on h e a l t h  c a r e ,  p a r t i c u l a r l y  c u r a t i v e ,  personal  h e a l t h  ca re  f o r  
themselves and t h e i r  f ami l i e s .  I l l n e s s  can have a devas ta t ing  f i n a n c i a l  
impact on households, and even r u r a l  people are genera l ly  conscious of t h e  
need t o  i n s u r e  a g a i n s t  t h e  advent of unant ic ipa ted  i l l n e s s .  

I n  a concrete sense ,  t h e r e  is l i t t l e  s o l i d  evidence t o  r e l y  on a t  t h i s  
s t a g e  f o r  making sweeping assumptions about t h e  a c c e p t a b i l i t y  of pre-paid 
h e a l t h  c a r e  schemes. ~ a c b  f inancing scheme proposed w i l l  need t o  be t e s t e d  
f o r  s o c i a l  f e a s i b i l i t y .  The u l t ima te  test of f e a s i b i l i t y  w i l l  be whether 
models a r e  a b l e  t o  draw memberships, become success fu l ,  and f l o u r i s h ,  . 
Because of t h e  voluntary  na tu re  of these  schemes, i f  they  a r e  not  perceived 
as being valuable  o r  c o s t  worthy, they w i l l  have d i f f i c u l t y  i n  a t t r a c t i n g  
and maintaining membership. 

1.3 Spread E f f e c t s  

Again, t h e  major component r equ i r ing  a t t e n t i o n  i s  t h e  s o c i a l  f inancing 
component. The spread e f f e c t s  of t h e  innovations introduced i n  t h e  h o s p i t a l  
and pharmaceutical components w i l l  depend l a r g e l y  on t h e  government making 
t h e  necessary  pol icy  and program r e l a t e d  d e d a i o n s  based on p i l o t  e f f o r t s  i n  
t h e  p ro jec t .  For t h e  p r o l i f e r a t i o n  of f inancing schemes, however, much w i l l  
depend on t h e  demand f o r  such schemes coming from t h e  populat ion and 
organiza t ions  themselves. The spread of  t h e  schemes w i l l  depend on whether 
they a r e  success fu l  and whether t h e  demand is such t h a t  iuc reas ing  numbers 
of people want t o  jo in  such schemes. It a l s o  seems l i k e l y  t h a t  models f o r  
success fu l  schemes w i l l  n o t  only  be promoted by government but a l s o  w i l l  be 
spontaneously adopted by o the r  organiza t ions  i f  they a r e  viewed a s  u s e f u l  by 
t h e i r  memberships. 



Becauee of tha emphasis on s e l f - r e l i a n c e  end banuf ic iary  
p a r t i c i p a t i o n ,  con t inu i ty  of t h e  schemes b ~ y o n d  the  l i f e  of the p ro jec t  i e  
much more h igh ly  l i k e l y  than wi th  more t r a d i t i o n a l  h e a l t h  c a r s  projec ts .  The 
p r o j e c t  w i l l  p lace emplraeis on working with e x i s t i n g  urban and r u r a l  
organiza t ione  which a r e  s t a b l e  and have the i n s t i t u t i o n a l  capaci ty  t o  take 
on the management of a h e a l t h  c a r e  scheme. The c r e a t i o n  of new i n e t i t u t i o n e  
f o r  t h e  purpose of organizing h e a l t h  insurance w i l l  not  be l i k e l y .  

1.4 Impact 

The c h i l d  s u r v i v a l  s e r v i c e s  which w i l l  r ece ive  an inc reas ing ly  l a r g e r  
proport ion of t h e  MOH's c e n t r a l  development budget throughout t h e  l i f e  of 
t h i s  p r o j e c t  w i l l  have a d i r e c t  impact on the  l a t e r  socio-economic sagmente 
of the  populat ion,  This populat ion group is genera l ly  a t  g r e a t e r  r i e k  f o r  
m o r t a l i t y  due t o  childhood i l l n e s s e s  and s u f f e r s  most from l a c k  of acceee t o  
immunization s e r v i c e s  and d i a r r h e a l  d i s e a s e  c o n t r o l  proprame. 

I n  add i t ion  t o  t h e  increased resources  which w i l l  be made a v a i l a b l e  
f o r  c h i l d  s u r v i v a l  program, l a r g e r  groups of people w i l l  bagin rece iv ing 
higher q u a l i t y  c a r e  on a more a f f o r d a b l e  b a s i s  through pre-paid h e a l t h  
insurance schemes of var ious  k inds .  The p ro jec t  e s t ima tes  t h a t  
approximately 30% of the  Indonesian populat ion w i l l  f inance  t h e i r  h e a l t h  
c a r e  through h e a l t h  insurance wi th in  1 5  years  a s  a resu1.t of t h e  s o c i a l  
f inancing i n i t i a t i v e s  introduced through t h i s  p ro jec t .  While i n i t i a l l y  
populat ion groups who are employed i n  t h e  formal s e c t o r  w i l l  be most l i k e l y  
t o  b e n e f i t  from such schemes, t h e  p r o j e c t  w i l l  a l s o  at tempt t o  develop 
f inancing scheme models which a r e  r e l e v a n t  f o r  groups of farmers, fishermen, 
and o the r  a g r i c u l t u r a l  workers i n  o rde r  t o  extend t h e  impact of schemes t o  
l a r g e r  segments of t h e  r u r a l  populat ion.  P a r t i c i p a t i o n  i n  fina.ncing schemes 
ac ross  l a r g e  groups of people a l lows t h e  shar ing  of f i n a n c i a l  r i s k  of 
i l l n e s s  among those  who a r e  r i c h  and poor. The r i c h  can i n  f a c t  h e l p  
nubsidlze c a r e  f o r  those who a r e  less well o f f  and who a r e  o f t e n  a t  g rea te r  
r i s k  of i l l n e s s  i n  genera l .  F inanc ia l  p a r t i c i p a t i o n  can be geared by 
percentage of income i n  order  t o  achieve t h i s  type of equi ty .  

This being s a i d ,  t h e r e  w i l l  always be a segment of t h e  populat ion who 
a r e  unable t o  con t r ibu te  anything a t  a l l  t o  f inancing t h e i r  own h e a l t h  
care .  For such people, t h e  government h e a l t h  system w i l l  need t o  continue 
t o  provide care .  It i s  a n t i c i p a t e d  t h a t  the  q u a l i t y  of c a r e  and the  a b i l i t y  
of t h e  government t o  t a r g e t  its s e r v i c e s  t o  such people w i l l  improve a s  i ts  
burden f o r  providing h e a l t h  ca re  ac ross  t h e  board decreases.  



Annex J 

DETAILED J O B  DESCRIPTIONS 
LONG TERM ADVISORA 

I. Project  Technical a. Coordinator and Chief of Party 

The Con~rrl tant  w i l l  function a s  the  d i r e c t  counterpart  of the MOtf 
Project  Off icer  i n  the  provieion of t echn ica l  aseietance t o  t h i e  project ,  
and w i l l  a l s o  be the Chief of Par ty  f o r  the U.S. technical  aseis tnuce 
contract ing agency chooen fo r  t h i s  p ro jec t ,  The Coneultant w i l l  work 
d i r e c t l y  with t he  Project  Management Unit ae an i n t eg ra l  member of i t e  
project  management s t ruc tu r e ,  and w i l l  simultaneouely supervise a l l  
a c t i v i t i e s  undertaken i n  the  neme of the  Contractor with regard t o  t h i e  
project  . 
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The Coneultant w i1 l . a e s i s t  t he  MOH Project  Off icer  a s  followe: 

Design managemeut systems with standard oparating procedures for  
use by the PMU and PIOe t o  manage a l l  phasee of p ro jec t  
implementa tdon. 

Design and o p ~ r a t i o n a l i z e  an  annual project  planning cycle which 
formulatee compreheneive annual project  workplane and budgets i n  
accordance with the  G O 1  annual planning cycle and guarantee timely 
disbursement of funds. 

Coordinate the  i den t i f i c a t i on  of a l l  project  technical  ass is tance 
needs, development of eu i t ab l e  scopee of work, and recruitment of 
consultante. 

Provide d i r e c t  supervision f o r  a l l  long term consultante,  both 
domestic and expa t r ia te ,  working on the  project  under the  contract .  

Provide overa l l  supervision f o r  a l l  shor t  term consul tants ,  both 
domestic and expa t r ia te ,  working on the  p ro jec t  under the  contract .  

Coordinate the  determination of t ra in ing  needs and i den t i f i c a t i on  
of s u i t a b l e  t ra in ing  opportuni t ies  t o  support each component of 
t h e  project .  

Oversee the  design and implementation of project  r e l a t ed  s tudiee ,  
assessments, and demonstrations. 

Oversee f i nanc i a l  management and control .  

Monitor the  progress and pace of project  implementation. 

Design the  mid-term and f i n a l  p ro jec t  evaluation. 

Function a s  l i a i s o n  between the  l.IOH, USAID, and the  ex te rna l  and 
domestic contract ing agencies on a l l  technical ,  adminis t ra t ive ,  
and f i nanc i a l  matters r e l a t ed  t a  t he  project .  



12. Advise the  MOi! on t echn ica l  nnd pol icy  mattsrcr r e l ~ t e d  t o  the  
p ro jec t .  

The Coneultant w i l l  prepare an iesuea paper on an annual bae i s  which 
xeviewe p r o j e c t  itnplemantation, i d e n t i f i e s  opera t ional  o r  admin ie t ra t ive  
problems, assaenas the  pol icy  environment wi th in  which the  p r o j e c t  i s  
opera t ing  and ~ ~ a k e e  recommendations t o  t h e  P ro jec t  Director, t h e  P t o j e c t  
Advieory Board, and USAID regarding management, implementation, and pol icy  
i s s u e s  which reqriira e p e c i a l  a t t e n t i o n  i n  t h e  upcoming f i e c a l  year .  The 
iosuee  paper w i l l  be eubmitted i n  June of each year s o  t h a t  i t e  
recommeudations crin be considered i n  t h e  planning cycle  f o r  t h e  ensuing 
f i s c a l  year.  This f i r s t  papar i s  due June 1989. 

Xu order  t o  c a r r y  out  these  r e s p o n s i b i l i t i e s  t h e  Consultant should 
have a minimum of 10 years  experience i n  t h e  f i e l d  of Publ ic  Health, p r i o r  
experience working i n  a developing country an understanding of  USAID 
admin i s t r a t ive  procedures, and p r i o r  experience with p r o j e c t  management. 
The Consultant should be conversant i n  h e a l t h  f inancing i s s u e s  i n  genera l  
and p re fe rab ly  h e a l t h  f inanc ing  i n  h d o n e e i a  i n  pa r t i cu la r .  A doc to ra l  
degree o r  i t s  e g t s i v a l b ~ t  i n  one of t h e  a l l l e d  h e a l t h  sc iences  is dea i rab le  
p lue  a Masters degree i n  Publ ic  Health. Fluency i n  w r i t t e n  and spoken 
Indonesian w i l l  be requi red  of t h e  Consultant.  Funds f o r  language t r a i n i n g  
w i l l  be included i n  t h e  con t rac t .  

11, Soc ia l  Financing S p e c i a l i s t  

The Consultant  w i l l  be t h e  d i r e c t  counterpar t  of the  P r o j e c t  
Implamentation Of f i ce r  f o r  Soc ia l  Financing, and w i l l  f cnc t ion  a s  an 
i n t e g r a l  member of t h a t  Office.  The Consultant w i l l  provide genera l  
t echn ica l  advice  and guidance t o  t h e  PI0 f o r  Soc ia l  Financing but  w i l l  focus 
h i s l h e r  e f f o r t s  wi th in  t h e  P r i v a t e  Health Insurance Unit of t h e  ? I O ,  
promoting t h e  p r o l i f e r a t i o n  of  p r i v a t e l y  owned and operated h e a l t h  insurcnce 
plans. The Consultant  w i l l  assist the Project Implementation Of f i ce r  a s  
f o r  IOWB : 

1. Develop annual p r o j e c t  warkplans and budgets f o r  t h e  s o c i a l  
f inancing component. 

2. Ascer ta in  s h o r t  term t e c h n i c a l  a s s i s t a n c e  requirements f o r  the  
ASKES, PKTK, Dana Sehat and Health Insurance Coordinating 
Mechanism sub-components o f  t h e  p r o j e c t ,  prepare scopes of work, 
and i d e n t i f y  s u i t a b l e  consul tants .  

3. Provide t echn ica l  over s igh t  and d i r e c t  supervis ion  of a l l  s h o r t  
term consu l t an t s  providing a s s i s t a n c e  t o  t h e  s o c i a l  finarlcing 
components of the  p ro jec t .  

4. Develop admin i s t r a t ive  mechznism and standard opera t ing  
procedures f o r  a P r i v a t e  Health Insurance u n i t  wi th in  t h e  PI0 f o r  
Soc ia l  Financing which can respond quickly t o  p r i v a t e  i n i t i a t i v e s  
i n  s o c i a l  f inancmg.  



5. Eeteblieh c r i t e r i a  of e l i g i b i l i t y  t o  govern the type and magnitude 
of project  aes ie tance ava i lab le  t o  pr ivate  groups infares ted i n  
e tn r t i ng  haa l th  ineurancs echemes. 

6. Iden t i fy  p r iva te  groupe in ta ree ted  i n  e tar t i l rg  hea l th  insurance 
schamas wh.0 can u t i l i z e  aseis tance ava i lab le  through the project  
f o r  f a a e i b i l i t y  s tud ies  and e t a r t  up aeeietance. 

7. Conduct f e a s i b i l i t y  e tudiee  and develop busineeo plans fo r  
promieing hea l th  insurance venturea eeeking aeeietance through the  
project .  

8. Deeign project  aesietance package8 which can be used by promising 
businese ventures t o  make t h e i r  hea l th  ineurance programs 
operational .  

9. Iden t i fy  banks o r  l a rge  companies with investment c a p i t a l  who a r e  
wi l l ing  t o  inveet  i n  heal-th insurance ventures,  and a s s i a t  groups 
with promieing f e a s i b i l t t y  s t ud i e s  and businees plane developed 
under t he  p ro jec t  t o  access cap i t a l .  

10. Monitor the  pace and progress of project  implementation i n  the  
s o c i a l  financing component of the  project .  

I n  order t o  ca r ry  out these  r e spons ib i l i t i e s ,  t he  Consultant should 
have a minimum of 10 years p r io r  experience working with hea l th  ineurance 
programs, with experience i n  an in te rna t iona l  e e t t i ng  preferable.  The 
Consultant should be ab l e  t o  conduct f e a s i b i l i t y  s tud ies  and formulate 
businees plans, and be knowledgeable about ways t o  i den t i fy  and access 
venture c a p i t a l .  A Masters of Bueinese Adminietration degree o r  i ts  
equivalent  is desi rable .  Fluency i n  wr i t t en  and epokea Bahasa Indonesia is 
a requirement f o r  the  posit ion.  Language lessons  w i l l  be provided. 

111. Technical Advisor f o r  Hospital Management 

The Consultant w i l l  be t he  d i r e c t  counterpart of the  Project  
Implementation Off icer  f o r  Hospitals ,  and w i l l  function a s  an i n t eg ra l  
member of t h a t  Office. The Consultant w i l l  provide general  technical  advice 
acd guidance t o  the  PI0 necessary t o  design, t e s t ,  and evaluate s t r u c t u r a l  
in tervent ions  i n  the  hosp i t a l  sec tor  aimed a t  improving eff ic iency,  
increasing cost  recovery, and reducing government subsidies  t o  government 
hospi ta ls .  The Consultant w i l l  a s s i s t  t h e  Project  Implementation Off icer  a s  
follows : 

1. Develop annual project  workplans and budgets f o r  the  hosp i t a l  
component. 

2. Design the  format and da ta  co l l ec t i on  instruments f o r  a diagnosis 
o r  aud i t  of s e c o ~ d a r y  ca r e  systems on a province wide basis .  Each 
secondary ca r e  system w i l l  cons i s t  of a government c l a s s  B 
hosp i t a l  a t  the provincia l  l e v e l ,  a p r iva te  hosp i ta l  a t  t h e  
provincia l  l e v e l  and a government c l a s s  C and c l a s s  D hosp i t a l  a t  



more peripheral  administrat ive lavels .  The hoepi ta l  audi t  w i l l  focus 
following Eeaturo~ of hoepi ta l  operationt 

organizational ana lys i s ,  looking a t  s t ruc ture ,  mission, 
r eepons ib i l i t i e s ,  and standard procedures; 

cos t  accounting analysis  which determine ac tua l  costs  f o r  
eervicee; 

coat recovery p o t a n t i d ;  

s t a f f i n g  pat terns  and practices;  

medical and pharmaceutical services;  

standard of care;  

hosp i ta l  support services  such a s  food, l inen ,  transportation 
laundry, etc.; 

f i s c a l  and administrat ive management; 

regulations and po l i c i e s  which govern hosp i t a l  operations. 

3. Analyze the r e s u l t s  of the  hosp i ta l  diagnosis t o  iden t i fy  problems 
which impede e f f i c i e n t  operations and cos t  recovery. F 

4. Design a program of pragnatic in tervent ions  which can be 
introduced i n  the  "secondary care  systems" i n  three  provinces 
which a r e  aimed a t  increasing hosp i ta l  eff ic iency and improving 
cos t  recovery. 

5. Conduct a f i e l d  demonetration of t he  intervent ion packages i n  
three  provinces. 

6. Design a summative evaluation f o r  the  three  provincial  
demonstration a reas  which measures the  extent  t o  which government 
subsidies  t o  t he  hosp i t a l s  included i n  the  c?emonstration secondary 
care  systems have been reduced. 

7. Iden t i fy  s h o r t  term technica l  ass is tance requirements needed t o  
support research and demonetration a c t i v i t i e s  in  t h e  hosp i ta l  
component. 

8. Provide technical  oversight and d i r e c t  supervision f o r  a l l  shor t  
term consultants providing ass i s tance  t o  t h i s  element of the  
project .  

9. Determine training needs f o r  t he  hoepi ta l  campanent of t he  project .  

10. Monitor the pace and progress of project  implementation i n  the  
hosp i ta l  component of the  project .  



I n  o rde r  t o  discharge those r e s p o n e i b i l i t i e s  t h e  Coneultant should 
have a minimum of 10 years  experience i n  hoopi ta l  adtn in is t ra t ion ,  with 
previoue experience managing a h o s p i t a l  i n  a  devaloping country context  
d e s i r a b l e .  The Consultant must pooaess f i r s t  hand knowledge of h o s p i t a l  
medical s e r v i c e s ,  f i n a n c i a l  systems, and adminis t ra t ive  procedurest and 
should be cognizant of t h e  r egu la to ry  and c u l t u r a l  l i m i t a t i o n s  t h a t  e x i s t  i n  
developing country s e t t i n g s  which iapede h o s p i t a l  e f f i c i ency .  The 
Consultant  should have a Maeter Degree i n  Hospital  Administrat ion o r  i t 6  
equivalent ,  p lus  f luency i n  w r i t t e n  and spoken Bahasa Indonesia. Language 
l e s sons  w i l l  be provided i n  t h e  con t rac t .  

I V .  Technical Advisor f o r  Pharmaceutical Supply Management 

The Consultant  w i l l  be t h e  d i r e c t  counterpar t  of t h e  P r o j e c t  
Implementation Off icer  f o r  Pharmaceutical Supply Management, and funct ion  as 
an i n t e g r a l  member of t h a t  Office.  The Consultant w i l l  provide genera l  
t echn ica l  advice  and guidance t o  t h e  PI0 necessary t o  design,  a  research  
agenda t o  s tudy problems i n  pharmaceutical supply management; design and 
t e s t  appropr ia t e  in te rven t ions ;  and demonstrate success fu l  in te rven t ions  on 
a l a r g e  geographic sca le .  The Consultant  w i l l  a s s i s t  t h e  P r o j e c t  
Implementation Of f i ce r  a s  follows: 

1. Develop annual p r o j e c t  workplans and budgets f o r  the  
pharmaceutical component. 

2. Conduct a  systems a n a l y s i s  of  t h e  pharmaceutical s e c t o r  which can, 
i n  a rap id  and reasonably accura te . f a sh ion ,  determine major 
problem a r e a s  which impede r a t i o n a l  and e f f i c i e n t  use  of t h e  
government pharmaceutical budget. The systems a n a l y s i s  should 
cover, a t  a  minimum, t h e  fol lowing areas:  

product s e l e c t i o n  and procurement planning a t  t h e  p rov inc ia l  
and d i s t r i c t  admin i s t r a t ive  l e v e l s ;  

s to rage  and d i s t r i b u t i o n  a t  d i s t r i c t  admin i s t r a t ive  l e v e l s ,  
d i s t r i c t  h o s p i t a l s ,  and s u b - d i s t r i c t  h e a l t h  cen te r s ;  

prescr ib ing and d ispens ing p r a c t i c e s  i n  h o s p i t a l s  and h e a l t h  
c e n t e r s ,  e s p e c i a l l y  t h e i r  r e l a t i o n s h i p  t o  d iagnosis  and 
conformity with s tandard  treatment protocols ;  

f a c t o r s  in f luenc ing  t h e  p resc r ib ing  p a t t e r n s  of providers;  

f a c t o r s  inf luencing community expecta t ions  f o r  drug 
p resc r ib ing  a t  Hospi ta ls  and Health Centers.  

3. Design operat ions r e sea rch  s t u d i e s  which can f u r t h e r  de f ine  
problem a reas  and suggest  appropr ia t e  in te rven t ions .  

4. I d e n t i f y  research  groups w i t h i n  the  Ministry of Health, 
u n i v e r s i t i e s ,  o r  non-government organiza t ions  which can conduct 
t h e  opera t ions  research .  



5. Monitor the implementation of the  reeearch, working d i r e c t l y  with 
reeearchers whera necessary i r  the  data  co l lec t ion ,  ana lys i s ,  and 
i n t e rp re t a t i on  of reeearch finding.  

6. Design, t e s t ,  and evaluate s p e c i f i c  t ra in ing ,  management, and 
communications in tervent ions  which could be introduced i n  the  
a reas  of pharmaceutical se lec t ion ,  procurement, d i s t r i bu t i on ,  and 
uae . 

7. Develop a comproheneive packet of interventions which can be 
introduced on a d i e t r i c t r i d e  l eve l .  Them in tervent ion packet8 
should contain elements of t he  s p e c i f i c  in tervent ians  t es ted  
previously which have been chosen and assembled i n t o  t he  
in tervent ion packet because of t h e i r  co l l e c t i ve  po ten t ia l  impact 
on fo s t e r i ng  more r a t i o n a l  drug use. 

8. Design a d i s t r i c t  l e v e l  demonstration project  which can t e s t  the  
comprehensive in tervent ion package i n  a l a rge  geographic area .  

9. I den t i fy  sho r t  term technical  ass i s tance  requirements needed t o  
support t he  pharmaceutical supply management component of the  
project .  

10. Provide technical  oversight  and d i r e c t  supervision f o r  a l l  shor t  
term consul tants  providing a s s i s t ance  t o  t h i s  element of t h e  
project .  

11. Determine t r a in ing  needs f o r  the  pharmaceutical supply management 
component of the  pro j t .ct  . 

12. Monitor t he  pace and progress of p ro jec t  implementatlon i n  the  
p h a r m a c ~ ~ t i c a l  supply management component of t h e  p ro jec t .  

I n  order t o  discharge these  r e s p o n s i b i l i t i e s  the  Consultant should 
have a minimum of 10 years experience i n  publ ic  hea l th ,  p r io r  experience i n  
pharmaceutical supply management, and p r io r  overseas experience. The 
Consultant ehould be t o t a l l y  conversant with medical diagnosis and 
appropriate pharmacologic treatment, and should be fami l ia r  with t he  
formulation and use of standard treatment protocols and drug foruuiar ies .  
T!le Consultant should have an M.D. degree p lus  a Masters Degree i n  Public 
Iiealth. Fluency i n  wr i t t en  and spoken Bahasa Indonesia is a requirement f o r  
t h e  position. Language lessons w i l l  be provided i n  the contract .  





Budget f o r  Health Sector  Financing Pro jec t  (7 Yeara) 
( i n  US Dol lare)  

I. Socia l  Financina 5,300,000 

1. Technical Aeeistance 
1 LT Expa t r i a t e  5 years  1,000,000 FX 
2 LT Domestic 5 years  270,000 
ST Domeetic 40 p/m 80,000 
ST Expa t r i a t e  36 p/m 900,000 

2. Commoditiee 550,000 - Personal  Computer Units  @ 8,00O/unit 296,000 
AsKes (15 u n i t e )  120,000 
AeTek (10 u n i t s )  80,000 
Health Insurance Board 
(10 u n i t s )  80,000 
PI0 (2 u n i t s )  16,000 

- Off ice  Equipment 120,000 
Health Insurance Board 100,000 
PI0 10,000 

- Off ice  61 Data Management 134,000 
equipment f o r  se lec ted  f inancing 
schemes 

3. Training - Externshipe at  U.S. HMOs 
15  persons x 20,000 300,000 

- Short  Term overseas t r a i n i n g  i n  
Health Financing 
15  persons x 10,000 150,000 

- Short  Term in-country t r a i n i n g  
f o r  AsKea and AsTek 
10 courses  x 20,000/course 200,000 - Study t o u r s  t o  neighboring 
coun t r i e s  
10 persons x 5,000 50,000 

4. Local Costs f o r  PI0 250,000 

5 S tud ies  1,150,000 
AsKes 275,000 - Analysis & t e s t i n g  of c a p i t a t e d  

Prepayment Schedules 25,000 
- Actuarual Analysis 25,000 - Benef i t  package Analysis 25,000 - Development of MIS 25,000 - P i l o t  Tes t s  175,000 



AaTak 200,000 - Case Studiae of e x i a t i n g  
plane 20,000 - Evaluation of Jakar t a  PKTK 20,000 - Markot Reeaarch 50,000 - P i l o t  Tes ts  110,000 

Dana Sehat - S i t u a t i o n  Analyais i n  
5 Districts 25,000 - P i l o t  Tes t ing  of 
in te rven t ion  50,000 - Demonstration i n  5 D i s t r i c t  100,000 

S ta r tup  c o s t s  f o r  p r i v a t e  s o c i a l  
f inancing schemes 
NGO inventory 

6. Contingency 

11. H o s ~ i t a l  Sector  Reform 

Technical Assistance 
1 LT Expa t r i a t e  3 years  600,000 
1 LT Domestic 5 years  125,000 
10 persons mos ST Expa t r l a t e  250,000 
30 persons mos ST Domestic 60,000 

Commodities 10 PC u n i t s  photocopy 
o f f i c e  equipment 

Studies  (3 Prov inc ia l  S i t e s )  
- Hospital  diagno: is 100,000 - In te rven t ion  de ,ign 50,000 - P i l o t  t e s t i n g  200,000 
- Evaluation & Modification 50,000 - Demonstration 600,000 

Training - Long Term Overseas 
2 persons x 50,000 100,000 - Externships 
6 persons x 10,000 60,000 - Study Tours 
15 persons x 5,000 75,000 - In-country Training i n  

Hospi ta l  Management 
7 courses x 20,000 140,000 

Local costs f o r  PI0 

6. Contingency 



' 111. Phermacautical flector Reform 

1. Technical Aesistanca 
1 LT Expat r ia te  3 years  600,000 
2 LT D o h ~ s t i c  2 yanrs 100,000 
12 pereons moe ST Expat r ia te  300,000 
10 pereons moe ST Domeetic 20,000 

2. Commodities 
15 PC u n i t s  @ 8000 
Off ice  equipment 

3. Tra in ing 
- Program Training 

5 courees x 20,000 - Study Toure 
10 persons x 5,000 - Short  Term Overseas 
15 persons x 10,000 

4. S tud ies  - Focussed Assessment 
5 x 75,000 - In te rven t ion  design - P i l o t  t e s t i n g  

t r a i n i n g  
l5OSOOO 

- Evaluation 6 - ~ o d i f  i c e t l o n  50,000 
- Demonstration 575,000 

5. Local Costs f o r  PI0 

6. Contingency 



: I V .  Financial  and Policy Analyais - 
1. Technical  Aaeietance 

55 pareone nos ST Domaetic 110,000 
8 peasons mas ST E x p f i t ~ h t e  200,000 

2. Commodities 
3 PC u n i t s  x @ 8,000 24,000 

4. S tud ies  
- Economic impact s t u d i e s  of 

c h i l d  eu rv iva l  programs 100,000 - Development of da ta  base 
on h e a l t h  f inancing 160,000 - Studiee on p r iva te  s e c t o r  
expendi tures  61 development 50,000 - Reaearch dissemination/ 
r eg iona l  hea l th  economics 
workshops - P r o j e c t  monitoring, 
documenting lessons  from 
f inancing schemes 

4. Tra in ing - Long term Domestic 
3 persons x 10,000 

- Long term Overseas 
2 persons x 50,000 - Short Term Overseas 
5 persons x 10,000 

5. Local Costs f o r  Health Finance 
and Po l i cy  Analysis Unit 

6. Contingency 



Project Adminietru tfon 

1. Tachnicril h e i e t a n c e  
1 LT Expatriate 5 yeare 

2. Commoditiee 
3 PC unite x @8,000 
Office equipment 

3 ,  Local Coete for  PMU - Operating expeneae 
7 years x 71,400 - Planning Workshops 

4 .  Contingency 

V I .  Evaluation and Audit 

Mid Term Evaluation 
Final Evaluation 
Audite 

Total: 



Budget C O I  Counterpas t Expendltureo 
( i n  U . 9 .  Dollars)  

I. Technical Aeeiatance 
1. Tax on Expat r ia te  Advleors - Long Term Expa t r i a t e  

16 pereon yeare x 200,000 x 10% 320,000 - Short Term Expa tr t a t s  
66 peraon montha x 25,000 x 10% 165,000 

.l 

11. Commoditiee 
Tax, Mater ia ls ,  Supplies & Training 20% 

of Commodities Expenditurea 
860,000 x 20% 

111. Training 
1. S a l a r i e s  f o r  persons while i n  a l l  Long 

and Short  Term Training program6 

1.1. Soc ia l  Financing - Externships i n  U.S. 
15  persons x 1,200 18,000 - Short  Term Overseas 
15  persons x 1,000 15,000 - Study Tours 
10  persons x 500 5,000 - Short Term In-Country 
10 course8 x 6,000 60,000 

1.2. Hospitale  - Long Term Overseas 
2 persons x 5,000 10,000 

- Externehips 
6 persons x 1,200 7,200 - Study Tours 
1 5  persons x 500 7,500 

- In-Country Tra in ing 
7 courses x 6,000 42,000 

1.3. Pharmaceuticals 
- Shor t  Term Overseas 

15  persons x 1,000 15,000 
- Study Tours 

1 0  persons x 500 5,900 
- In-Country Training 

5 courses x 6,000 30,000 

1.4. Pol icy  Analysis - Long Term Overseas & Domestic 
5 persons x 5,000 25,000 

- Shor t  Term Overseas 
5 persons x 1,000 5,000 



2,0 001 Sponsored 8hort-Term 111-Country 
Training, 1,000,000 

Conducted ae continuation of project 
funded in-coun tiry trcrinlng for AElKee 
AaTak, Noepi taltl and Pharmeceut k a l e  

2.1. AeKee 
15 couraee x 20,000 300,000 

2.2. AeTak 
10 coureee r: 20,000 200,000 

2.3. Hospitals 
15 coursae x 20,000 300,000 

2.4. Pharmaceuticals 
10 course8 x 20,000 200,000 

IV. Local Costa (rounded) 
Value of space provided for PIQ/PMU/ 
Healt Policy Analysis Unit at 5 $12 /m /months 

1. PMU 
100 m2 x $12/m2/mo x 12 mos 
x 7 years 

2. ~IO/Health Policy Unit 
60 m2 x $12/m2/mo x 12 mos 
x 7 years x 4 sites 

3. Capital generated through Indonesia 
Financial Institutions as start-up 
capital for Social Financing 

Studiee and Aseeeements 
1.0. Value of staff salaries, facilities, 

transportation utilities, and 
routine expenditureu at all gov't 
health facilities in which pilot 
tests and demonstrations will take 
place. 
1.1. Hospi tale 

9 hospitals x 350,000 x 20% 
x 4 yeare 

1.2. Health Centers 
20 facilities x 40,000 x 20% 
x 4 years 

2.0. Studies undertaken at GO1 expense 
15 studies x 20,000 

Total: 



budget 001 Courrterpar t Expend1 turee  
( i n  U.B. Dollare)  

1 ,  Commodit l e d  
Materiel#, Suppliee & Training 20% 

of Commodities Expendituree 
O60,oOO x 20% 

11. T ~ a i n i n g  
1. Sa la r i ee  f o r  pereons while i n  a l l  Long 

and Short  Term Training programs 

1.1. Soc ia l  Financing 
- Externehips i n  U.S. 

15 pereone x 1,200 18,000 
- Shor t  Term Overeeas 

1 5 p e r e o n s x  1,000 15,000 
- Study Tours 

10 pereone x 500 5,000 - Short  Term In-Country 
10 courses x 6,000 60,000 

1.2. Hospi ta ls  
- Long Term Ovekeeas 

2 persons x 5,000 10 ,OOG 
- Externehips 

6 persons x 1,200 7,200 
- Study Toura 

1 5  persons x 500 7 ,  SO0 
- In-Country Training 

7 courses x 6,000 42,000 

1.3. Pharmaceut i c a l s  
- Shor t  Term Overseas 

1 5 p e r s o n s x 1 , 0 0 0  15,000 
- StudyToure  

10 pereons x 500 5,000 
- In-Country Training 

5 courses  x 6,000 30,000 

1.4. Pol icy  Analysis - Long Term Overseas & Dome~cic 
5 persons x 5,000 25,000 

- Shor t  Term Overseas 
5 persons x 1,000 5,000 



2.0 GO1 Sponaocad Short-Term In-Country 
Training. t ,000,000 

Conducted am continuation of projuct 
funded in-PI- '?try t ralnit lg fo r  AeKee 
AeTek,, H o s p ~ t d s  snd Phrraeceuttcala 

2.1. AeKee 
15 coureee x 20,000 300,000 

2.2. AeTek 
19 coureee x 20,000 200,000 

2.3, Roepitale 
15  course& x 20,000 300,000 

2.4, Pharmaceuticale 
10 coursee x 20,000 200,000 

111. U m 1  Costs (rounded) 
Value of epaca provided f o r  PIOIPMUI 
Health Policy Analyeis U n i t  a t  
$12 /m2/monthe 

1. PMU 
100 m2 x $12/m*/mo x 12 mos 
x 7 years 

2. P IOI~ea l th  Policy Unit 
60 m? ,x $12/m2/mo x 12 mos 
x 7 yeare x 4 e i t e s  

3. Capital  generated through Indonesia 
Financial  I n s t i t u t i one  a s  e tart-up 
cap i t a l  f o r  Social  Financing 

IV. Studies and Aseeesments 
1.0. Valne of s t a f f  s a l a r i e s ,  f a c i l i t i e s ,  

t ranepot ta t ion u t i l i t i e s ,  and 
rout ine  expenditures a t  a l l  gov' t  
hea l th  f a c i l i t i e s  i n  which p i l o t  
t e s t s  and demonstrations w i l l  take 
place. 
1.1. Hospital8 

9 hosp i ta l s  x 350,000 x 20% 
x 4 yeare 

1.2. Health Centers 
20 f e c l l i t i e s  x 
x 4 years 

2.0. Studies uneurtaken a t  
15 etudies  x 20,000 

Total: 

G O 1  expense 



Projected Cornmi tmante by Pi ecal Yam 
Ileal th 9ec tor Pinencirrg Project 

(~.8.~'000) 

12. Commodi ti aa 1 3 1 0 1  - 1 5 5 0 1  - 1 -  I - I - I -  
(3. St.wlir.rl 

I I I I I - 1 5 0 0 1  - 1 550 
11,200 11,200 1 500 1 - 

I I I I I I I I I /  I 
14. Trn.t:bing 1 662 1 - 1 250 I - 

I I I I 1 300 1 343 I ' - 
15. Local Coet 

I 

I -  I 
I 410 1 200 1 50 1 50 1 250 1 200 1 200 1 190 1 

I I I I I I I I I I 
16. Contingeacy 1 250; - .  1 1-61 - 1 4001 4001 2021 - I 



ANNEX 1, 

UNITED STATES QOVERNMENT 

Pabruary 3, 1988 memorandum 
Dr. E. Vou'garoyoulos, Chief, OPH 

Request for Blanket Waiver for International Travel Costs of Long and 
Short -Term Participants Under the Health Soc tor Financing Project 
No. 497-0354 

Mr. David N. Merrill, Director 

Mr. James M. Anderson, Deputy 

Waiver Control No. IND/88/ - 06 

ACTION MIMIRANDUM TO THE DIREaOR 

Problem: A blanket waiver is required to authorize AID funding of the 
international travel cost for long and short term participants under the 
Health Sector Financing Project. 

Discussion: A.I.D. Handbook No. 10, Chapter 15, Paragraph 15.B.1, 
requires that the host government pay the cost of international travel of 
participants, except in instances where the Mission Director has 
justified and authorized a waiver. 

Because of sharp recent declines in the Ministry of Health budget, it is 
virtually impossible to get agreement to send participants to various 
short courses or conferences abroad if the GO1 must cover the cost of 
international airfare and per diem. It is also difficult to get 
agreement and adequate funding for covering such costs for participants 
going overseas for long-teru acadenic training. Based on this experience 
in recent years, the Health Sector Financing Project has been planned to 
include travel and per diem costs for international trainiqg in the 
project budget. The Project has planned for a number of different kinds 
of participant training. They range from short courses in the U.S. on 
health care financing or pharmaceutical supply management to the academic 
masters degree training required for four MOH officials who will help 
strengthen the institutions being developed in the project. Managers 
will also be sent to the United States for "externshipF to work as 
apprentices in Health Maintenance Organizations or other institutions to 
gain practical experience in management and administration of pre-paid 
health schemes. Taking advantage of these training opportunities on a 
timely basis is critical to the success of the project. Development of 
the nkcessary skilis within each component of the project (i.e., in 
social financing , hospital management, pharmaceutical ~ supply management, 

OPTIONAL FORM NO. 10 
(REV. 1-80) 
QSA FPMR(41 CFR) 101-11.a 
EOID-114 
* U.B.O.P.0.: 19(8 -491-248120641 



and health economic and policy research) will constitute one of the most 
important contributions the project will make to institutionalizia the 
reforms envisioned in each area. 

Over the life of the Health Sector Financing Project, budgetary 
stri encies for these kinds activities are likely to remain in place. 
There 7 ore, instead of prepari individual waivers for each set of T participants, the purpose of t is waiver is to seek authority to cover 
international travel costs up to $800,000 over the life of the project. 

Recommendation: That you approve a M t  waiver to permit utilization 
of up to -000 of project funds to cover international travel costs 
for long aml short-term trainirg activities which are of direct relevance 
and benefit to the project. 

Approved : 
/ Director 

Df sapproved : 
bavid N. Merrill. 
Director 


