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I. EXEClITlVE SUKMARY
A. Introduction

The African region Combatting Childhood Communicable Diseases (CCCD)
Project began providing immunizations, oral rehydration therapy for
children afflicted with diarrhoea, and malaria prophylaxis services in
1982, after having been approved a year earlier. The project was designed
to build upon the smallpox and m~asles immunization campaigns which the
United States Agency for Int~rnational Development (USAID) had initially
supported with the assistance of Ll.~ Cent~rs for Disease Control (CDC) and
the Yorld Health Organization (VHO) in the late 1960's and continued to
expand via the Strengthening Health Delivery Systems (SHDS) project during
the mid-1970's. Initial project preparation began in 1979 and included a
cost-effectiveness analysis of the set of preventive and curative services
i~itially envisioned in the project. This analysis found that this service
package was cost-effective relative to other health sector packages in
enhancing the prospects for child survival, a concept emerging from tne
discussions about how to achieve the globally acclaimed goal of "health for
all by the year 2000". In 1980, the project was proposed and approved as
one component of a larger multi-donor and multi-recipient country
initiative called the Concerted Action for the Cevelopment of Africa
(CADA). In September 1981, the Project Paper (PP) was approved with an
authorized spending of $47 million over the life of the project (LOP)
throug:l fiscal year (FY) 1988.

The CCCD project was designed to be implemented via the exi~)ting

publicly operated health service delivery system without increasing
staffing or expanding the set of facilities where such services would be
provided. It was envisioned that all recipient CCCD project countries! 11
would be expected to participate in financing the recurrent costs and
providinf the human (and some other) resources to implement the project.
The project also anticipated that more affluent CCCD countries would
provide a larger share of the financial requirements, either on an in kind
basis or via direct budgetary allocations. Vhile the PP had virtually no
analysis of the financing issue, it was noteworthy that the financing
section of the PP suggested that a) the project actiuities may not be
sustained via existing country resources and that donor assistance may be
required for a long time, and b) project activity recurrent costs were not
well known and that the availability of foreign exchange might be a binding
constraint to the continuation of these activities.

By the time the first country project agreement (ProAg) was negotiated
with Zaire in August 1982, the economic and financing aspects of the
project had become more important. In virtually all of the
country-specific ProAgs, language was introduced to ensure that country
gove~nments would provide financial support for the project's activities
through a} direct budget allocations, often with an increasing share of the
recurrent costs being covered, b) implementing user charges for the CCCD
project, and possibly other services, or c) some combination of a} and b).

r llThere are thirteen such countries as of 1988: Burundi, Central African
Republic (CAR), Cote d'Ivoire, the People's Republic of the Congo (Congo),
G~inea, Lesotho, Liberia, Malawi, Nigeria, Rwanda, Swaziland, Togo, and
Zaire.
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Further, the ProAgs included language which required regular analys~s of
the cost of service provision, and, typically, additional governmental
assurances that it could guarantee a continuation of these services and
provide adequate financial support subsequent to the project agreement
completion date (PACD).

Thus, it was envisioned that CCCD project services would ultimately be
financed in two ways: a) from user fees, and b) general government
revenues obtained by taxes and/or other charges. Given the mix of CCCD
services, a theoretical case can be made for financing these services in
such a manner. The preventive immunization services yield positive social
benefits which extend beyond those which accrue to any individual. In such
instances, a classic public finance rationale exists for publicly
supporting the delivery of such services so that the eradi~ation benefits
will be realized by the entire society. It is assumed that the private
benefits which accrue from the other two CeeD services (ORT and malaria
prophylaxis) to individuals ~nd households in cases where fees are charged
which equates the private marginal benefit of using the service with the
marginal cost of providing the service equate with the social benefits
which accrue from the consumption of those two services. To the extent
that either of the curative services yield social benefits which are
distinct from the private benefits, a case can be made for the
subsidization of these services as well. This situation would clearly
pertain where enhanced opportunities for child survival ~epresents a
necessary condition for a reduction in the demar:d for additional children,
and, therefore, the rate of population growth.

The analysis of the financing component of the CCCD project
unfortunately shows that while some progress has been made to achieve
financial sustainability of the project in CCC~ countries, particularly
with respect to the development and implementation of user fees, the
theoretical financing strategy outlined above has not yet been achieved in
any of the country projects. In the subsequent paragraphs of this summary,
information is provided about what the financing achievements have been,
and what additionally is required in order to ensure the longer term
financial sustainability of such health sector activities. The analysis
first reviews the country-specific ProAgs to ascertain what the countries
and AID agreed to regarding the financing component of each country
project. Secon~, the analysis then addresses the capacity of CCCD project
governments to finance the recurrent cost of the CCeD set of services by
reviewing the macroeconomic context of each country-specific project.
Third, the highlights of a review of the CCCD project financing activities,
inciuding alternative fee-for-service (FF'S) systems studied and/or
implemented in CCCD project countries are presented. Fourth, a summary
evaluation of alternative health financing options is provided. Fifth, the
conclusions of thi~ analysis for financial sustainability of CCCD project
activity are presented. Finally, recommendations for future AID CCCD
project support with respect to fin3ncing and economics are made.

B. Macroeconomic Context of CCCD Project Services

The purpose of this analysis is to define the similarities and
differences in the macroeconomic context of health sector activities in
general, and specifically in governments' capability to financially
support CCCD project services. T~e economic similarities are presented
first with the differences following.
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In virtually all eeeD project countries, the rate of economic gro~th

has been slo~e~ during this decade than ~ould have been expected, given a
review of such performance up until 1980. During the early and mid-1980's,
the rate of gro~th of output per capita has generally stagnated, if not
actually declin~d since project implementation. In addition, most
countries have experienced increased rates of inflation during this period
and that has resulted in reduced purchasing power for many households and
increased economic uncertainty for those ~ho might invest in their c~n

economies, due to:

a) uncertainty in calculating the real economic return from their
investment;

b) ~hether they can realize the return in a financial form ~hich they
~ould prefer, i.e." in some internationally recognized currency;
and

c) reduced confidence in the ability of the policy makers to
effectively manage the economy, such that future prospects for
growth from the private sector is eroded.

Thi~d, the global economic recession of the early 1980's compounded
the problem of negative trade balances faced by eeeD project countries
which typically ~ere exacerbated during the mid 1970's due to oil price
increases and a secular reduction in the terms of trade between
agricultural and manufactured items. Since most eeeD project countries
have open economies with bet~een 25 to 50 percent of many countries' GNP
resulting from international trade activities, it is clear that ~hen this
important sector of an economy is experiencing difficulty, other domestic
sectors, including health care delivery, are adversely affected in several
important ways. These include:

a) re~uced government tax revenue since import and, to a lesser
extent, export duties typically comprise at least 25 to 40 percent
of the total tax revenue;

b) reduced supplies of foreign exchange available for financing
recurrent inputs such as spare parts and pharmaceutical and
medical supplies ~hen trade imbalances persist; and .

c) an increasing share of the foreign exchange is used to service the
outstanding external debt, thus reducing the capacity to import
additional items in future periods.

Finally, international donors require additional assurances that
appropriate economic policies are being defined and implemented when they
are requested to provide additional foreign exchange resources without
observing positive trade balance performance.

This later point typically leads to the fourth common macroeconomic
contextual circumstance which has constrained eCCD project government
financing of the CeCD project activities throughout the life of the CCeD
project. Facing foreign exchange shortages, most eeeD project countries
have reque&ted IMF financial assistance via the annual Standby Agreement
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(SBA) or the multiple period Extended Fund Facility (EFF). In order to
obtain this assistance, various economic performance conditions have been
imposed, which typically have included:

a) reducing the growth of money supply;

b) restricting government spending and reducing the government
expenditure share of gross national product (GNP);

c) improving the management of their external public debt;

d) imposing greater manag~ment discipline on the parastatal firms and
entities; and

e) restricting government employment by restraining new spending.

~hile the aforementioned contextual macroeconomic issues h~ve affected
all CCCD project countries to one extent or another, it is important to
also acknowledge several important differences bet~een the economic
realities facing the project countries. First, while all of the countries
are relatively poor, per capita incomes (estimated for 1985) between the
countries range from a low ot $170 (Zaire and Malawi) to a high of $1,110
(Congo) and several other countries over $650 (Swaziland, Cote d'Ivoire,
and Nigeria). This difference alone implies that an average household in
the more affluent CCCD project countries have between four and seven times
as much income as those in the poorest countries, and these differential&
are not explained solely by diff~rences in price levels betwe~n the
countries.

Seconu, while most CCCD countries have relatively open econoffii~s in
t~e sense that the international trade sector represents an important share
of GNP, there are substantia: differences amongst the countries. For some
countries the external trade sector represents over forty percent of GNP
(Zaire, Togo, Liberia, Cote d'Ivoire, and Congo), whereas for other
countries, such as Burundi, Lesotho, and Rwanda, the share is less than 15
percent. For purposes of health financing, the relevance of these
structural differences are several fold. First, those countries where the
external sector is large are more vulnerable to adverse shifts in global
economic trends, although when external demand for their products is
rising, they also have the potential for rapid improvements in their
foreign e~change earnings and a greater capacity to service outstanding
external debt. Second, the data supports the proposition that in those
CCCD countries which tend to ha~e more open economies, the share of total
tax revenue which international trade sector taxes comprise is less than in
other countries, i.e.] their tax structure is more broadly based. Third.
while the tax structures of countries with more open economies may be more
broadly based when export earnings are adversely affected, other sources
of government revenue, such as individual and corporate income taxes, and
sales taxes, which in part are derived from export related economic
activity, are adversely affected as well. Thus, a careful country-specific
analysis of each country's capacity to finance public sector activities is
in part related to an analysis of the external secto~ and its relationship
to the government's ability to raise revenue and control the foreign
exchange earnings of the economy.

-4-



Third, there arc considerablE differences in the amount of external
assistance which each country receives. Some countries such a3 B\lrundi,
the Central African Republic [CARl, Lesotho, and Togo, .o~tain amoun{s ot
suc:} assistance ~hich equals over 15 percer.t of their total GNP. Further,
some countries such as the Cungo, Les0tho, and Liberia obtain over 25
percent of their annual food grain consumption in th~ form of external food
aid. These differences in external assistance, may imply individual
country differences to mobilize ~xternal resources. It may also revea~

important dlffer2~c~~ in the country's ability to firallce additional
activities such as cceD type health services.

Fourth, there are major differences between the CCCD "roject countries
regarding th~ir ~onetary situation, pa~ticularly with respect to currency
convertibility into foreign exchange. These CC~D conntries with Central
Fond African (CFA) currency (CAR, the Congo, Cote d' :voire, and Togo) have
a greater capability, at least in the short run, to finance imports given
that the Fre,ch Treasury provides conver~ibility to the CFA franc. Such
countries, however, are more constrained in pursuing inciependent monetary
policy due to \~e fact that they have no indepenJ~llt central banks, and
that th~ French have mechanisms built into this co~v~rtibility arrangement
to constrain individualistic economic behavior.

Finally, while most CCCD project countri~s hav' been experiencing
economic difficulties such trat the IMF has been iLvolved in reviewing
macrc ~onomic policy problems with th~m, the extent to which the IMF has
imposea and then monitored macroeconomic perfor~anc? targets has varied
considerRbly. Some countries have been the recipi~nts of many IMF
agreements and considerable assistance (in so~e instances in collaboration·
with assistance from the Vorld Bank via their Structural Adjustment lending
program) wherea~ others have operated more on their own. 1 d~bate exists
about what th~ ultimate impact the IMF has had on development in general,
and on human resource development activities in par~icular, but it remains
an important potential actor i~ virtually every ceeD country now and for
the foreseeable future, nnd can influence th~ financing of many development
activities, including eceD service programs.

e. eeeD Project Financing Activity Review

As was mentioned above, at the time of country-specific ProAg signing,
it was envisioned that eeCD service financial sustainability would be
attained by a) obtaining government commitments to finance a share
(generally an increasing one) of the :ecurrent cost of the project's
services and b) developing and implementing a fee-for-se~vice system. This
review of the financing activities undertaken under the eCeD project has
established several importent findings pursuant to that objective.

Fi:st, in order to establish a fir.ancing strategy, it is import~nt to
know how much ceCD project services cost and what the structure of those
costs are. An important assumption was made in the design of the project
that CCCD services would be provided via th~ existing ~ublicly-sup~orted

health care facilities. This assumption implied that the CeCD praject was
to provide the incremental cost support for ceCD activities and that the
finan~ing strategy was designed to support the incremental recurrent cost
support for the services subs2quent to the investment phase of the project.
The analysis of the various studies and evaluation reports indicate that:
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a) the total recurrent cost of each country CCCD project has not yet
been fully ascertained, in part due to ~he lRck of all project
finan~ing participants being defined and cost information being
obtained;

b) there are djfferences in the estimated cost of the country
specific projects from one document to another;

c) to the extent that cost information is available on a co~ntry

specific basis, the data show that a sizeable share, perhaps more
than 15 percent, of the recurrent costs of the CCCD project
services are foreign exchange using; a~d

d) based on the infolmation avail~ble and rough estimates of the
under-reported costs, i.e., other likely donor contributions, e.g.,
from UNICEF, the incremental cos: of the CCCD project services
represent no more that 5-7 percent of total Ministry of Health
(MOH) expenditures of CCCD country governments.

Second, the review of the financing component of the CCCD project
showed that most countties had not financed their agreed upon share of the
assumed incremental ~ust of the project's activities from domestically
controlled sources of public finance (not counterpart funding via PL-480
generated Lesources). This finding was particularly true for the cost
elements which required foreign exchange. Given the above analysis of the
macroeconomic context of the project countries, it is understandable that
most CCCD country governments would encounter such difficulties.
Further, the existing poor macroeconomic performance of most CCCD
countries does not appear to be resolving itself in the short run in order
that government sources of financial support can be r~lied upon in the near
future. This finding is particularly true given that the financial base
for the service system upon which the CCCD services are expected to be
based is shaky as well. ~here information was provided about the
financial situation of the publicly provided health care system in most
countries, it suggested that both the local currency and fore~gn exchange
using service providing inputs into the delivery system were underfinanced.
Thus, it is difficult to ascertain a) how incremental CCCD project services
will be financed via government sources, and b) how the system upon which
CCCD services are expected to be based will also be financially sustained
via governmental sources.

Third, the evaluations and special studies revealed that
fee··for-service health care was more widespread than previously expected
in CCCD project countries and that it had been incorporated into the
government's health financing ro1iry statements in most of th~m. In some
countries, SUCil as Zain~. DULUlJdi, the Congo, Les nt !lO, P,'Ji3llrl". ill'"

Swaziland, revenue from all health service fees amount to between 7 and 80
percent of the total variable cost component of the recurrent cost of the
health services provided (not including the cost of expatriate personnel
and the amortization cost of capital assets used in the delivery of these
services). The fees charged are primarily a modest ambulatory registration
i(3 per episode of illness and then for a complement of drug therapy. It
nlso appears that pharmaceutical products are the items for which there is
the most willingness-to-pay. There are a number of instances ~,here drug
revolving funds have been successfully establisherl and IJhich are generating
a surplus. These will undoubtedly be successful as long as there is
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sufficient foreign exchange available to expand their operations. Efforts
to r~':ioralize pharmClreutiral prnrurement via surh rnechrtni5:ms as the
essenti[l drugs program will further support the total growth of such
funding mechanisms.

There are a number of issues which remrtin to be resolved with respect
to the development of FFS systems. particulClrly so that they do not exclude
certain indigent groups. For Example, little information is presently
available about a) the price elasticity of demand for various services, b)
what might happen if fees are established on a different set of services
or if various discounts might be employed, and c) whether any of these
ideas are administratively feasible. Limited information suggests that all
of these issues and others warrant further operational research.

Finally, limited information has been presented in the various studies
and evaluations which suggest that there are a number of CCCD project
countries which have developed socially and privately operated prepayment
and/or health insurance systems. At present, the data suggest that no CCCD
type services are covered as a part of the service benefit packages of
these insurance systems. More information is warranted about these
existing financing mechanisms and how they might be utilized to support
ceeD and related services.

D. Health Financing Options: A Summary of the Alternatives

~hile the ceCD project identified the issue of financial
sustainabili ty as being important to address. from the perspective of
hindsight, the focus of its financing s:rategy as presented in the country
specific project agreements was narrowly defined, i.e., government budget
allocations and fee-for-service. As is demonstrated in the analytical
review of health financing options, ~nd h~sed on information which has
accumulated over the last five to se~en years. there are a number of other
options which conceivably could be employed in various circumstances.
These options include:

a) privately developed health insurance;

b) domestic and/or international philanthropy;

c) a variety of community financ~ng options, includIng community
donations and assessments, festivals and raffles, labor donations
and various prepayment schemes; and

d) v&rious government financing options which have not been included
in the proieC't ;In''llv~e5: rflnrlllrterl to date. These ont;onc:: indlHip
health specific taxes, explicit reallocatiun of resources 110m
other sectors, including defense. to the health sector, or the
development of publicly supported insurance programs. In
addition, this review includes donor support as a l~nger term
financing option in those instances where countries are making
every effort to improve economic performance and require
addi tional foreign e;.:chan~p fin;mcial support to sustain the
progress which they may haVE made in ser\'ice coverage.
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This analytical review po~es a number of criteria for use in
evaluating the various he~]th tln~ncing options, including revenue raising
potential, foreign exchange raising potential, equity in a risk sharing
sense, political feasibility, administrative feasibility, and the
efficient use of resources. Based on this set of evaluation criteria, it
finds that there is no option which achieves high marks on all accounts.
Thus, trade-offs must be assessed and evaluated in light of the
country-specific health financing circumstances which pertain in a
particular time defined context.

E. Conclusions

While a number of specific conclusions arise from such a
comprehensive review of health financing efforts via the CCCD project, it
is important to hig~~ight seven major conclusions:

1. In ~eviewing the available information regarding the cost of CCCD
projects, the fact that about 60 to 75 percent of the cost is foreign
exchange using requires that future financing strategies for CCCD and the
related health care delivery system structure address this financing issue
explicitly. Embodied in the country-specific project agreements for the
CCCD project was an assumption that such cost elements would be financed
via government support. However, given the macroeconomic context of most
CCCD project countries, that assumption is not supported by the evidence of
the last seven years during which this project has been operating. As a
corollary to the above finding, it is assumed that alternative, foreign
exchange saving technologies will be reviewed by both economists and t~e

medical community to find economical ways to reduce the foreign exchange
cost components of these and other potentially substitutable services,
such as inpatient pediatric care.

2. Since virtually all other health financing options only raise local
currency, it is incumbent upon the donor community to explicitly address
its financial responsibility for sustaining these important child survival
activities in some of the most impoverished countries in the world for the
foreseeable future, in combination with efforts to improve domestic
financing capacity. However, without assurances that foreign exchange will
be available from donors, if necessary, efforts to resolve the financial
sustainability issue will be thwarted.

3. It is important that the objective of the health financing component
of the CCCD project be the financial sustainability, not solely of the
incremental cost of the CCCD project servi~es, but of the health care
delivery system through which CCCD services are primarily provided. This
ohservation implies that a more ci'lrt:>flll r:lni'llvsis of her:llth c::Ire service
delivery costs be conducttd UII a iJt:liodic lJasis ill oLdu 11,'-11. 111'_ ( •.111
financing responsibility is known and addressed. The past is replete with
examples of underrepresenting the true cost of health service provision and
sustainability problems result from the use of such tactics. To ensure
that the health financing problem be addressed in this manner, it is
important to provide the CCCD project with additional support from tle
REACH project, and by other AID and other donor heaJ.th financing activities
underway in each country.
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4. There appears to be considerable diversity in the set of health
financing options which individual countries find appropriate in their
specific settings. This finding implies that country-specific health
financing strategies, according to the present efforts being ~eveloped in
various Nigerian states, become the modus operandi in future CCCD project
activities.

5. Fee-for-service health care financing is a reality in virtually all
countries. The efforts which have been initiated via the CCCD project to
develop and utilize this financing mechanism should be strengthened within
the context of a more broadly defined financing strategy. It is important
to recognize, however, that in most CCCD project countries, there are no
good mechanisms presently available to convert 10(dlly raisEd resources
into the necessary foreign exchange required to provide CCCD project
services. In addition, ways to address the adverse impact of fees o.~ the
medically indigent must become an integral component of any effort to use
fees as a mechanism for financing health care services. This latter
comment implies that additional analysis of the impact of fees on service
use be conducted on a regular basis. Further analysis must be conducted of
the revenue and service use impact of alternative ways of packaging
services within a particular fee structure and haw the resulting implied
subsidies of one type of service. i.e., immunizations, may affect the use of
other health care services.

6. There appears to be an emerging experience in many CCCD project
countries with various forms of prepayment and/or health insurance. This
experience requires a more in-depth analysis in terms of what is being
presently financed, how the premiums are being collected and administered, ­
how providers are being reimbursed. what the benefit package may be, what
actuarial information underlie~ the benefit and premium structure, what
service use ex)erience is emerging, given various forms of benefit
coverage, and what problems these insurance entities have experienced and
addressed. In conducting this reviev, it is important to ascertain the role
of the social security rystem in each country, an~ in providing health care
coverage as one component of that system.

7. In some countries, particularly those in which Islamic culture
predominates, the recent experip~ce is that considerable health care
financing is occurring via loca~ly controlled philanthropy. In addition,
in several West African countries there are "friendly societies" which help
local people regularly finance weddings, funerals, and other significant
life ev~nts. The potential for such financing sources to provide health
care has apparently been overlooked in many countries given the generally
low and potentially variable per capita income levels which exist.
However, in some sitll~tions, this finrlnring meC'hrlnic;1ll mClY wrlrrrlnt ~rprlter

atteLtion than it has received to date and it warrants further study.

F. Recommendations

1. If' future CCCD project fini'lncing activities, it is important thi'lt
country-specific health financing strategies be developed and tailored to
the context existing in each country. This approach implies that an agreed
upon set )f financing options '·hirh ha"€ bp€n re':i€"ed by country health
and finance officials are developed and a stri'ltegy for imp]eme,itation is
established. Further, this strategy must be sector-wide which includes
CCCD project activities, but which i~ more comprehensive than that.

-9-



2. It 15 importi'lnt to ;mr1pmpnt ;'1 mo.e ('ontinllOliS monitorinK of health
care costs and financing activiti~s which are operating throughout CCCD
countries in order to improve upon the policy recommendi'ltions considered to
date. Vithout continuous improvement in what is known about health
financing experience, it will be impossible to know what works, and how
and why it works in specific contexts. Studies about alternative health
financing modalities. including the revenue raised, services used and other
contextual economic, cultural, administrative and social attributes which
may influence its financial and administrative viability, are required on a
regular and periodic basis for each country where the CCCD project is
operational or contemplated. Some of these envisioned studies must be
undertaken within the context of an "operational research" strategy which
will provide the initial capital necessary to start drug revolving schemes
on a national rather than solely on a community or local basis, implement
alternative health insurance schemes, or raise revenue from fees in consort
with regular infusions of fo~eign exchange from external sources tied to
various forms of conditionality.

3. The language of the forthcoming country-specific ProAg amendments (or
initial agreements) must contain more carefully crafted language about
analytical studies required. op~rational research activities to be
developed and monitored, and agreements regarding the regular infusions of
the necessary foreign exchange to financially sustain these services. The
Vorld Bank has begun to require that health financing analyses predicate
the d~velopment of a country's health project and that certain country
policy problems be addressed prior to the initiation of donor support. The
idea warrants inclusion into the subsequent planning for the continuation
of the child survival services which have become more widely available as a
consequence of the initial effort by AID and other donors throughout
Africa.



II. INTRODUCTION

A. History of the CCCD Project

The United States Government's Agency for International Development (USAID)
has been supporting the development of preventive health care services in
Central and Vest Africa for many years. During the late 1960's and early
1970's, for example, AID provided a number of countries in the region with
assistance (in part via the Centers for Disease Control) to eradicate
smallpox and expand the numbers of immunized children for other diseases
including measles. Additional assistance was provided via the SHDS project
during the late 1970's to launch pilot Expanded Programmes of Immunization
(EPIs) in several selected countries in Africa. It was recognized that
this assistance was necessary to continue in order to attain the goal of
"health for all by the year 2000" as expressed by the VHO and its member
countries in 1978.

Thus, in 1979, AID began preparing the project documents and background
studies necessary to justify the present eeCD project. One of the
important background studies conducted vas a cost-effectiveness analysis of
immunization and oral rehydration services in the context of an African
country (Barnum, 1980) which indicated that such a service package was,
under most circumstances, cost-effective relative to other ways in which
resources could be allocated in the health sector in most African countries
at that time. In 1980 the ceCD project was proposed as one component of a
larger multi-country initiative eADA and was 3pproved in principle at a
meeting in Brussels in December, 1980. The CCCD project paper was
developed subsequent to that m~eting, was signed in S~ptember 1981, and
authorized spending up to $47 miJlion over the life of the project (LOP)
through FY 1988.

These resources were envisioned to assist individual African countries
in providing and expanding immunization coverage of children and women of
child bearing ages through the EPI, ORS treatment for the control of
diarrheal disease, and providing simple care or prevention for diseases of
local importance, including yellow fever, yaws, and possibly malaria. It
was envisioned that most of these services would be provided on a vertical
basis, under the jurisdiction of each country's ministry of health and with
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the assistance of the CDC and the VHO, rather than being integrated into
the existing health service delivery system operated by the government in
each country. ! 2]

All recipient countries of CADA funds for CCCD type projects were expected
to participate in financing a share of the costs and providing the human
and other resources to implement the project, with the more affluent
countries providing a larger share of the pro~ect financing requirements,
either in kind or via budgetary allocations! I In addition, at the time of
signing the PP, the issue of financing and long-term program sustainability
had not been fully addressed in the PP, and was postponed until ~he

mid-project review. It ~as noteworthy, however, that the financin~ section
of the PP suggested that a) the project activities may not be sustained via
existing country resources and that donor assistance ma~' be required for R

long time, and b) project activity recurrent costs were not well known and
that foreign exchan~e might be a binding constraint to the continuation of
these activities.[ 1

Subsequent to signing the PP and prior to negotiating the first ProAg with
Zaire in August 19B2, a substantial change occurred relative to the
financing issue. In that ProAg, and, in most of the subsequent country
ProAgs, the financing issue has become a significant, if not primary
component of each CCCD project. This issue has become increasingly
important as the project has matured and the midterm evaluations have all
identified it as being critical for the sustainability of project
activities. Given that the project is presently being reviewed and ideas
are being presented about how the project will continue, it is (ortuitous
that this document presents a comparative review of the financing aspect of
the country-specific CCCD projects and, as a consequence, will provide
guidance for how this issue might be addressed in the future.

[2J The present project implementation strategy has sought to provide the
aforenamed services to the population via the existing health facilities
operated by each country governme~t's Ministry of Health. The extent to
which the project's services are viewed as being vertically implemented
within any given country is unclear. The present implementation strategy,
however, is clear in the sense that the cceD service costs are considered
incremental costs rather than the full costs of establishing an independent
implementation organizational entity. The issue of whether such services
are delivered by the existing health care delivery system and how the cost
of the new services should be considered has been a recurring issue before
the WHO. See for example, WHO, Family Planning in Health Services,
Technical Report Series No. 476, 1971.

3) Page 25, CCCD Project Paper, 1981.

4) Page 54, CCCD Project Paper, 1981.
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B. CCCD He~lth Service Par~aRe Defined

It is important to define the set of health services ~hich are
included in the CCCD project/program package from a health financing
perspective. Typically, the project set of services includes:

a) immunization services for children and ~omen of childbearing age
(tetanus-toxoid);

b) appropriate case management, including oral rehydration therapy
for diarrhoea in infants and young children; and

c) treatment and chemoprophylaxis for children and pregnant women
for malaria.

To enhance the delivery ·of these services, a country CCCD project also
includes support for a) health education, b) health and management
information systems, c) personnel training, and d) operational
research.! 51 This set of health services and related support activities
have generally been ~oven into the fabric of each project country's health
care delivery system of hospitals and rural based facilities, including
health centers and dispensaries. If the country is a large one, such as
Zaire and Nigeria, the project is envisioned to be initially implemented in
a selected set of states. regions, provinces, or zones.

As was mentioned in the above paragraph, the CCCD proj~ct has been
implemented within the context of an existing government-operated and
financed health care system. ! hJ This implies that the delivery of CCCD
services will be defined. in one way or another. by the strengths and/or
weaknesses of the exi~~ing system, including management systems,
information flows, logist:cs and supplies, and medical skills of health
personnel. In addition. if the government-support""d health CClre system has
financial difficulties due to shortages of a) foreign exchange, b) personal
emoluments, inciuding salaries, housing. anrl oth~r alln~rlnces, which are
low relative to health personnel alterriatives, or c) other resources, such
as those reflected in poor logistics or problems in medical supplies, the
CCCD project activities will be adversely affected.

[ ~ I During the cecD Project design phase in 1980 and 1981, malaria
treatment and prophylaxi~ (considered a single entity in the PP) was not
generally viewed as being an important component of the project ~ith the
control and treatment of yaws and yello~ fever given more prominent
attention. ~owever. by 1982. malaria treatment and prophylaxis had been
included and was an important component of the first country program in
Zaire, signed in that YEar. SEE thE Zaire Pro,A.g. Augw:;t 31. 1()R2. and the
AID, CCCD PrOjEct PapPr. Septp",hn 15. lCJR1.

[ 6 J Refer to the corr.mEnt madE in fn(jtnotP. 1 aho·'E:.
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C. Financing The CCCD He~lth Sprv;re P~c~~~e

The mix of health care services included in the CCCD project is not
inconsequential for the development of a health financing strategy. It
contains preventive services which individual women and children must
consume, such as immunizations for measles, polio, tuber~ulosis,

diphtheria, pertussis (whooping cough), and tetanus, and chemoprophylaxis
for malaria. In addition, it provides for the administration of
efficacious basic curative medical care for two important disease problems
among children in Africa, malaria and diarrhoea. Theoretically and
empirically it has been demonstrated that, with the exception of the most
impoverished (subsequently defined in the paper as the medically indi~ent)

in poor countries, people are willing to, and do pay the full cost [ )
of efficacious curative medical care to both private and publicly supported
health providers. (81 At the same time, preventive health care services,
such as immunizations, have generally not been able to self-finance their
recurrent costs by the use of user charges, particularly to the extent that
society would benefit from their consumption. This has been due to such
reasons as the existence of externalities ( 9) individual lack of full
information about the benefits resulting from consumption of the services,
and the tendency for myopic behavior on the part of many individuals, which
has meant that the sum of individual demands for preventive health care is
less than what society as a whole would a) prefer in order to achieve
either herd immunity (in the case of polio) or disease eradication, and b)
pay for the full cost of service delivery. (lOJ For the reasons mentioned

[ 7) The term "full cost" refers in this instance to both the time and
money costs which equal the opportunity cost of the resources used in the
provision of those services, including returns to entrepreneurial skills
and risks, including those risks which are typically encountered when
foreign exchange rates change.

( 8J See Vorld Bank, Financing Health Services in Developing Countries: An
Agenda for Reform, Vorld Bank Policy Study, (Vashington, D.C.: Vorld Bank,
1987); and David de Ferranti, Paying for Health Services in ryeveloping
Countries: An Overview, Vorld Bank Staff Vorking Papers, Number 721,
(Vashington D.C. Vorld Bank, 1985); and Ricardo Bitran, et al., Zaire
Health Zones Financing Study, REACH Project Study, (Arlington, VA: John
Snow, Inc., 1987)

[ 9) An externality (positive and/or negative) exists when the V~111P which
society as a whole places on a set of benefits (or costs) does not equal
the sum of the benefits (positive or negative) which individuals and/or
households, by themselves, pl~ce on those same benefits (or costs).

(10) Ricardo Bitran, et al., op.cit., 1987, Dayl Donalson and David
Dunlop, Sector Reviews, Ethiopia, A Study of Health Financing: Issues and
Options, Report No. 6624-ET, (Washington D.C.: World Bank. April 1987).
See also Michael Zubkoff and David Dunlop, "Consumer Behavior in Prev~ntive

Health Services," in Selma Mushkin, ed., Consumer Incentives in Health, (New
York: Prodist, 1974); and David Salkever, Social Science and Medicine,
1976.
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above, a theoretical case can be made for providing financial support from
government resources lor the delivery of preventive health services such as
immunizations.

Conceptually, the mix of CCCD project services, as described above,
could be financed from a combination of user charges for the curative
medical care services for diarrhoea and malaria along with a government
subsidy for preventive services such as immunizations and health education.
To one extent or another, eleven of the thirteen country-specific ProAgs
provide informat:on which suggests that such an effort was made to formally
ensure that such a financing strategy had been agreed to by AID and each
coun t ry . [ 1 1 )

D. Review of the Topics Addressed in the Paper

In the sections which follow, several topics are analyzed. First, an
analysis is presented of the.health financing objectives and requirements
which are included in the thirteen country-specific ProAgs. This analysis
is followed hy an analytical presentation of the macroeconomic context of
the CCCD countries in order to ascertain whether the health financing
options emphasized and implemented via this project (which included a mix
of government subsidies and user charges) could achieve the financing
objectives of each country-specific project. An analysis is presented of
the existing empirical evidence of how current financing strategies have
been implemented. Subsequent to that analysis, a review of all potential
health financing options is presented. This review covers private or
individual options, community options, and governmental or social options.
Criteria are presented which can assist in ascertaining the appropriate ser
of financing options for use in developing a stronger financing component
in subsequent CCCD project activities. Recommendations are presented on
the basis of the above analyses about how future CCCD project health
financing activities might evolve in light of the varying country-specific
contexts so that the financial constraint to project sustainability might
be reduced over the LOP of the subsequent CCCD project.

[11 J See information about the financing components of the country
specific projects as defined in their ProAgs and summarized in Table 1 and
Appendix B.
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ITT. HEAT.TR FTNANr.TNr. OR JP.n'TVF.S AND REQUTRP.MF.NTS
IN THE COUNTRY SPECIFIC CCCD PROAGS

A. A Comparison of the Conditions Precedent

Even though the issue of country financing of the recurrent costs of a
health project, such as the CCCD project, was not specifically addressed
in the Project Paper, in twelve of the thirteen African country CCCD
projects which have been implemented between August ]982 rtnd Octoher 1986,
conditions precedent (CPs) were included in the country ProAg pertaining to
health financing. In Table 1, the thirteen country-specific CPs
pertaining to health financing are summarized and a comparative analysis is
presented in the following paragraphs.

In the couPtry-specific .ProAgs, the CPs focused on three basic topics
which were considered necessary to address early and continuously
throughout each project. These topics were:

a) the role of government financial support to the CCCD project
services;

b) studies which would address various aspects of implementing cost
recovery activities, with a particular focus on user charges; and

c) user charge system implementation and related incentives
necessary at the local level to successfully implement such
systems of cost recovery. In addition, in each of the country
ProAgs, there was a requirement that an annual cost study be
conducted to ascertain if cost savings might be possible in each
country and thereby reduce financing requirements.

i. Government Financing

Eleven of the thirteen ProAgs contained specific CPs requIrIng that
the recipient country government budget and finance a certain share of the
recurrent cost of the CCCD project above and beyond what was assumed to be
normal government counterpart assistance to the project via personnel
salaries and other normal fringe benefits and project housing (only the
Liberia and Malawi ProAgs excluded this type of CP). In addition, in
about half of the country cases, it was assumed that the governmellt would
pay for an increasing share of the cost of project transport and
supervision as well as for medical supplies and their storage and
distribution as the proi~ct matllrerl. In spven inst-'1('es. the PrnAg­
actually contained a CP that placed the governrr.2nt in a r(l~i t i'Jll III (.j till·'
assuming full responsibility or a certain large share of the financial
responsibility for the project activities subsequent to the LOP (exclurling
in addition to Liberia and Malawi, the countries of Burundi, Guinea, Rwanda
and Swaz i land) .

Only one ProAg CP specifically addressed the problem of financing the
foreign exchange costs of the project during the life of the project
(Nigeria, the last country in which a CCCD project was initiated in
October 1986), although one other country (Burundi. the next to last
country to sign a ProAg) did agree to study the problem early in the LOP.
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Table 1.A: An Analysis of the Financing Components of CCCD Country Project Agreements

I. Government Financing 2 3 4 5

I­'-'I

Gov't
Gov't Gov't Gov't Assumes Full Gov't W111

Budgets SUffort ~u~port Will Respons1bil1 ty Assume Share
Date of Date of Adequately Ava able ncrease For All Costs Of FX Financing

Country Agreement Completion For Project For LOP Over LOP After lOP During LOP

1• Burundi Aug 85 March 88 yes yes

2. Centra1 African May 84 May 89 yes yes yes yes
Republic

,
3. Congo Jan 84 June 88 yes yes yes

4. Cote d'Ivoire June 85 April 89 yes yes yes

5. Guinea June 85 Dec 87 yes yes
-.

6. Lesotho May 84 May 88 yes yes

7. Liberia July 83 Aug 88

8. Malawi Aug 84 March 88

9. Nigeria Oct 86 (2a) Sept 91 yes yes see c~nt (2b) yes

10. Rwanda July 84 May 88 yes yes

11. Swaziland June 84 July 88 yes yes

12. Togo July 83 July 88 yes yes yes

13. Zaire Aug 82 Dec 91
,

..ee cennent (5) see cOllllllent (5)yes



I......
D

Table 1.A: An Analysis of the Financing COMponents of CCCO Country Project Agreements (cont.)

11. Studies

1 2 3 4
Goy't Will

Gov't Will Gov't Wi 11 Gal/'t Will Work With
Stu~ Systell Consider User [valuate Ability External TA To
To Cover Ret Fee SysteM To To Cover FX Rec Financially

Country Costs Cever Rec Cost Cost Sustain Project
,..----

1- Burundi yes yes

2. Centrli1 African yes yes
Republic

3. Congo yes yes

4. Cote d' Ivoi re

5. Guinea yes ,res

6. lesotho

7. liberia

8. Malawi yes yes

9. Nigeria yes yes

10. Rwanda yes yes

11. Swaziland

12. Togo see COlDefit (4) see coment (4)

I 13. Zaire ,



Notes:

I
.......
-.0
I

Table 1.8: An Analysis of the Financing COMPonents of CCCO Country Project Agreements

III. Alternative Financing Systems

I 1 2 3 4
Gov't Wi 11 Gov't Will

I Gov't Will Recover Porti on Retain Funds iiov't W111
I.plement A Of lransport Generateu VI a IlIpl t!li'''"t ,

ree-For-Ser~ice SUbsidy FrOll FFS in KOH Approved Study
Country Systeas EIIployees Revolving Funds RecOftRendat~ons Coanents

1. Burundi

2. Central African RepUblic

3. Congo (l)

---
4. Cote d' Ivoi re

s. Guinea yes

6. lesotho

7. liberia yes yes yes
--

8. Malawi yes

9. Ni geria yes (2)

10. Rwanda (3}
,"

11. ~aziland

"

12. Togo (4)

13. lItre yes (s)

1. FX is fixed foreign exchanged.
2. FFS is fee-for-service.
3. lOP is length of project.

Country Connents 1. Congo: the 9('\'.ernment,. "".~ to study & possibly 1mplellient an autoff"anc1ng systeal.
2. N'Igerh:

a. No Prol1g signed. only.. ,.,r"andUII of understanding.
b. Gov't cam.1ts to a 661 contribution to the programme's cost at the lOP.

3. Rwanda: study will also define lIechan1s.s to return recovered fURds to the national budget.
4. TogG; the fee study agre~nt was i~lied only In the midterm evaluation.
s. Zair~: Gov't will cover ~p to 901 of expendable project commqdit1e~ by the ~nd of tne project.



It should be mentioned, however, that seven other countries agreed to
assume full rEsponsibility for all thE costs at the projp~t aRreement
completion date (PACD). Also only one (again Nigeria) agreed to address
the problem of financial sustainability of CCCD project activities by
developing state-specific financing strategies, which may include a number
of health financing mechanisms tailored to the views of the local decision
makers.

ii. Cost Recovery Studies and Implementation

Seven country ProAgs (Burundi, Central African Republic, Congo,
Guinea. Halawi, Nigeria, and Rwanda) required that studies of systeffis to
cover recurrent costs be conducted. In addition, in two other country
ProAgs (Liberia and Zaire), it was mandated that cost recovery systems,
based on user charges, be implemented or existing cost recovery systems
extended. In five of the seven countries mentioned above (Central African
Republic, Congo, Guinea, Malawi, and Rwanda), a CP was agreed upon that the
country would co~sider implementing fees for service/user charges as one
camp,. 'ent of a cost recovery system. In addition, in Togo, after the
initial evaluation of the CCCD project in 1984, when a recommendation was
made to develop a sys(~,' of user charges in order for the country to
finan~e ap increasing share of the recurrent costs, country officials
agreed to consider the use of such a cost recovery system. 112 )

:n su~mary, with the except'on of Cote d'Ivoire, Lesotho, and
Swaziland, all of the other country-specific ProAgs or early
recommendations from an evaluation, either recommended that a study be
conducted or a system implemented specifying a program for cost recovery,
which would, in most instances. focus on user charg@s as the primary
me~hanism for achieving that goal. Since in both Lesotho and S~aziland

[13] user charges have been used to finance health care for some time,
certain recom~endations were made about how fees being charged could be
increased in order that a larger share of the recurrent costs of CCCD and
related primary health care services could be flnanced. 114J

B. Country Status on Meeting Health Financing CP Requirements

From reviewing the country evaluations and REACH reports, it appears
that CCCD p~oject implementation has been slower than initially envisioned
by the country ProAgs. In addition, there were several countries where
economic adversity has been particularly acute subsequent to the initiation

{ 12 J Marty Makinen, "Togo/CCCD Financial and economic Consul tancy Report
1985," Abt Associates Inc., C2mhridge, MA., May 1985.

(13) See Lesotho and Swaziland CCCD Project Evaluations, both vf which
were conducted in 1986.
(14) In order to implement these recommendations, it is important that
studies be conducted of both thE demand for and the C0St of providing all
health services, including CCCD services. to ascertain the extent to which
fees might be increased to reCOV2r a larger sh~:e of th~ r~current costs by
between 50 and 100 percent. given the objective of revenue maxi~ization.
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of the project, e.g., Zaire, Congo, and Togo such that the country has been
unable to provide the local financial support initially envisioned in the
ProAg. 1151

~ith respect to the the health financing CPs and related
implementation activities, all required studies indicated in the ProAgs
have been completed and each of the country-specific midterm evaluations,
with the exception of Cote d'Ivoire and Nigeria l16J have reviewed progress
made regarding the financing aspect and CPs. In the studies and
evaluations, a number of recommendations have been made regarding the steps
which are required to improve the progress toward financial sustainability
(see Tables 18 to 21 and Appendix C for the specific details of these
recommendations). For a number of countries, especially the former r~itish

colo1ies such as Malawi and Nigeria, which inherited 3 certain
philosophical outlook regarding the role of the state in providing and
financing health care services to the population, the decision to even
consider reversing the legacy of free health care has been difficult to
make.(ll) However, both countries have agreed to study alternative cost
recovery systems, including fees-for-service (specifically in the case of
Mala'Wi), and have indicated a villingness to implement "approved study
re<..ommendations".

In many other countries, tangible progress has been made in meeting
the spirit of the financing component of the v~rious country projects. For
example, in Liberia, certain fee structures which were in place at the
beginning of the project have been changed and reO' 3ed upwards. The CDC
economist, Dr. Debra MacFarland, has been recently in Liberia (January,
1988) to obtain ~nformation and prepare a report on the progress which has
been made on this subject. In Zaire, studies have been conducted to learn
more about the role of user charges in financing health care serv~ces

provided via official providers of health care zones. (18) In addition,
consumer decision making regarding health care services in rural Zaire is
presently being investigated via the financial assistance provided by the
REACH Project and AID/Vashington in order to ascertain the extent to which
prices, alternative providers, and availability, amongst many other

[151 See the next section below in which these issues are discussed in
greater detail.

[ 161 The project was implemented in Nigeria in October 1986 and a midterm
evaluation study has just completed the fieldwork stage. However, it has
not, as yet, (April 1988) prepared its report.

117J Most former British colonies defined the role of the state in the
provision and financipg of health and other social services in a manner
consistent with the ~esults of the d~bate which occurred in the United
Kingdom on this point from early in the twentieth century and thro'Jgh the
spcond Vorld Var, and which resulted in 1948 in the state assuming control
of the health care delivery system and assuming full responsibility for its
financial integrity without any user charges.

118J Ricardo Bitran, et a1., 1987.
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factors, affect service use, including CCCD project assisted services. (19 )
It is anticipated that the results of this study will assist Zairian policy
makers in establishing improved cost recovery strategies for both CCCD and
other health services via user charges and possibly emerging prepaid
insuLance plans.

Finally, the health financing work being conducted by the Vorld Bank
or the CCCD and REACH projects financed by AID are being coordinated in the
case of Burundi. A sector wide sources and uses of health expenditures
study was conducted in September and October, 1987 and financed by the
REACH project in Burundi. (20] The mid-term evaluation of the CCCD project
which was conducted at about the same time used the information and
analysis of the Rosenberg study (1987) and recoffimended that the financin~

strategy for the CCCD project assisted services await the results of the
Yorld Bank financed health sector financing study which was about to be
started shortly after the project evaluation completion.

Yhile the foregoing demonstrates that progress has occurred regarding
the health financing component of the CCCD project, the reviews and
evaluations clearly demonstrate that much remains to be completed, either
':ithin tha specific context of the cceD project or as a separate generic
sectoral activity. For example, it is important to know more ab0ut the
determinants of the demand for health care services in g€~eral and specific
to those provided by the CCCD project in order to improve (~~ design of fee
structures and insurance benefit packages whicll include these SErvices. In
addition, little is known about the imp~cl on equal access by imposing
certain fees on CCCD type services or by imposing or raising user charges.
At the moment, with the exception of the health zones financing study in
Zaire (which analyzed information from a non-random and lively to be the
most successful set of ten zones out of over three hundred), there is
little quantitative information about what the revenue potential and
related financial management issues there are regarding user charges for
CCCD services. Thus, while progress has been initiated, there is much yet
to be accomplished before financial sustainability can be assured for CCeD
type health services.

[19J See Ricardo Bitran, memo to REACH Project, January 1988, which
describes how such a study will be implemented in Zaire, beginning in March
1988.

[20} Elca Rosenberg, Burundi: A Study of the Financing of the Health
Sector, a draft REACH Finance Study (Arli ;ton, VA: JSI, October 1987).
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IV. HAnOp.CONOHTC STTUATTON TN CCCD COtJN'T'RTES

In the previous section of the paper an analysis was presented of the
CCCD project ProAgs regarding financing the project's services. As the
analysis shows, virtually all project countries had agreed to provide
governmental financial assistance directly from their own budget and many
had additionally agreed to finance an increasing share of the project's
recurrent cost, including the foreign exchange component, as the project
matured. Finally, many countries had also agreed to study and implement
other financing mechanisms, including fees-for-service.

All of the agreed upon financing mechanisms in the various country
ProAgs are predicated on the capability of the general economic situation
prevailing in each country to support the proposed activities, both
financially and with the allocation of real resources, such as personnel
and logistics support. In this section of the paper, the general
macroeconomic situation prevailing in the CCCD project countries is
reviewed to ascertain the feasibility of the agreed upon support pledged by
the project countries when signing the ProAgs. This analysis also revie~s

the country-specifir. circumstances with respect to donor concerns regarding
macroeconomic performance, pali.:i~l\larly as defined by the IMF in th02:!.r
SBA.

The most important economic aspe~t of the CCCD project countries is
that they are all poor, with some bei~g poorer than others. In 1985,
according to the World Bank, per capita incomes in the eeCD project
countries ranged from a low of 5170 j;l Malawi and Zaire to a high of $1,110
in the Congo (refer to Table 2). In addition, while the range of per
capita incomes is fairly wide, most countries (seven) had per capita
incomes under $400, and the only two countries, Nigeria and the Congo (both
oil exporters), had per capita incomes over $700. Even these two countries
experienced significant economic difficulties due to the oil price decline
which has occurred since 1985, and all of the countries have experienced
serious balance of payments difficulties during the deca"' of the 1980's,
in part due to oil price shocks and economic policies which generally
stifled private economic initiatives which could have improved econJmic
performance. 121 !

A. General Macroeconomic Performar~e: Growth and Inflation

For most of the CCCD countries the macroeconomIC performance over the
last two decades, and particularly during the 1980's, has not improved the
poor income levels which had previously existed. In Table 2, the average
rates of economic growth over the two decade period of 1965-1985 indicate
that only four countries, Nigeria, the Congo, Swaziland and Lesotho have
experienced real rates of per capita economic growth above 2 percent per
year during the 1965-85 period and three countries, the CAR, Liberia, and

(21) See David Dunlop, A Comparative Analysis of Policies and Other
Factors ~hich Affect the Role of the Private Sector in Economic
Development, AID Program Evaluation Discussion Paper No. 20, (Washington,
D.C.: AID, December, 1983).
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Table 2: Macroecona.lc Indicators of African Countries In Which CCCD Programs Have Been I.plemented

?op. in GDP Gov't ConsuMption Overall Official Dev Ass t
lIIi1110ns GNP/P G~j) dot Share of GOP Gov't Def Per Cap , GNP
mid-1985 $ '85 '65-'85 Resource Balance GNP '85 1985 1985

1965 1985 1965 1985
Country Hallie

1. Burundi 4.70 230 1.9 -2 -10 7 11 -2.7 30.4 13.7

2. Central African 2.60 260 -0.2 -11 -14 22 12 -2.4 40.5 15.9
Republic

3. Congo B~azzavi11e 1.90 1.110 3.8 -17 3 14 16 82 -13.1 38 3.5
83 -3.3

4. Cote d 'I v('1 re 10.10 660 0.9 7 13 11 14 -0.1 12.4 1.9

5. Ga...:>fa 0.75 230 1.1 -5 -33 19 27 82 -7.0 79.9 35.1

6. Guinea 6.20 320 0.8 na 4 na 14 na 19.3 0.65

7. Lesotho 1.5 470 6.5 -38 na 18 na -0.9 61.1 16.5

8. Liberia 2.20 470 -1.4 10 6 12 21 -8.4 41.1 8.8

9. Malawi 7.00 170 1.5 -14 -4 16 15 -5.5 16 11

10. Nigeria 99.7 800 2.2 -2 4 7 9 na 0.3 (I

11. Rwanda 6.00 280 1.8 -5 -9 14 17 80 -1.7 30.1 10.7

12. Swaziland 0.76 670 2.1 12 iii 16 na -9.1 25.6 3.5

13. Togo 3.00 230 0.3 -6 -11 8 14 -2.1 37.5 17 .5

14. Zaire 30.60 110 -2.1 15 2 10 6 -2.4 10.6 7.5 I

Total 177.01

Source: WGr1d Bank. World Develop8ent Report. 1987
INF. International Financial Statistics Yearbook 1987
World Bank. Financing Adjustlent With Growth in ~ub-Saharan Africa. 1986-90. 1986
World Bank. Population Growth and Policies in Sub-Saharan Africa. 1986
Katrina Galway. Brent Wolff. and Richard Sturgis. Child Survival: Risks and the Road to Health,
Institute for Resource DevelopmentlWestlnghouse, March 1987.

Notes: Gambia Is not an official cceo country. but has a similar progr~m funded by
the British and UNICEF.



Zaire, recorded negative per capita growth rates during this period. (221

Thus, virtually all countries have or are now experiencing a situation
where 1985 living standards are either worse today than twenti ~ears ago or
have barely kept pace with intlation and population growth. 2)

The generally dismal economic performance by the CCCD project
countries, particularly since the late 1970's, is attributable to several
factors. These factors include: a) poor world economic performance which
reduced the demand for CCCD project country exports, b) poor domestic
economic policies (alluded to above), and c) further deterioration of the
terms of trade (in part oil price-related). Further, the project countries
generally did not experience an increased demand for their products
following the world economic recovery which began in 1983. Most of them
experienced severe financial and economic trouble and have been forced to
take drastic actions that required IMF and Vorld Bank intervention and debt
rescheduling.

The domestic contribution to the crisis can be attributed to
inappropriate monetary and exchange rate policies and to public sector
mismanagement. Exchange rate over-valuation was normal during the early
1980's and resource misallocations resulted, particularly between traded
and non-traded goods. Publicly owned and operated firms were not managed
according to private sector incentive and penalty structures, and instead
of generating surpluses for use as a source of government revenue, these
entities typically operated at a deficit which further compounded the
central government budget imbalances. This problem was particularly acute
in the CAR, GuineR, Togo, and Zaire: these countries have had to undergo
significant restructuring as defined b¥ IMF and World Bank conditionality ­
imposed on further financial support.! 4) Of the CCCD project countries,
only Burundi, Malawi, Rwanda, and Swaziland have not been subject to such
conditionality.

B. Foreign Trade

As Table 3 shows, the export share of GNP in many CCCD project
countries is high. However, with the exception of the two oil exporting
countries of Nigeria and the Congo, most of the CCCD project countries have
run current account deficits since their independence (the current account
balances for 1985 are presented in Table 3) which suggests that imports
have comprised an even larger share than exports and that the current

[22) Subsequent to 1985 all four cOllntries have also experipncel"l economi.c
difficulties due to oil price declines (Nigeria and Congo) and the
international pressure imposed on the Republic of South Africa (Swaziland
and Lesotho).

(23J Inflation in the CCeD Program countries generally has been higher
since 1973 when the first oil price rise occurred.

[24) See table 7.A to 7.G for further detailed information about the
specific nature of the conditionality imposed by the IMF in their Stand-by
Agreements.
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Table 3: Macroeconomic Indicators of African Countries in Which CCCD
Programs Have Been Implemented: International Trade

I

I

Export
Share of Current

GDP Ace Bal
1985 Mil1$ '85 Trade Balance

TBAL '85 GDP '85 Share of
Country Name mill$ mill$ GDP 1985

1. Burundi 11 na (82.99) 970 -8.6

'"' Central African 2S -31 (36.70) 610 -6.0i. •

Republic

3. Congo Brazzevi1le I 56 210 (617.60) 2,160 -28.6
I

4. Cote d'Ivoire ~~6 I 105 1,387.80 5,220 26.6

S. Gambia 31 na (475.29) 170 na
i

6. Guinea ! 25 na na 1,980 na

7. Lesotho 14 9 (283.00) lbO -108.8
I

-
8. Liberia I 43 76 184.00 1,000 18.4

I

9. Ma1a..... i I 25 na 80.15 970 8.3:

.-
10. Nigeria ! 17 1242 4,353.00 75,300 5.8

-l-
I

11. R.....anda i 9 -42 (55.0) 1,710 -3.2

12. S.....aziland
I

(104.20)
1

na -11 360 -28.9

13. Togo 41 -48 (8.00) 700 -1.1

14. Zaire 39 377 239.08 4,810 5.0

Source: World Bank, World Development Report, 1987
IMF, International Financial Statistics Yearbock, 1987
World Bank, Financing Adjustment With Gro..... th in Sub-Saharan
Africa, 1986-90, 1986.
World Bank, Population Gro..... th and Polici~s in Sub-Saharan
Africa, 1986.

Notes: Gambia is not an official CCCD country, but has a
similar program funded by the British and UNICEF.
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account deficit problem has a structural component to it. Togo, for
example, has had a trarie halance surplus only in 1974 when n phosphnte hnom
occurred.

Typically. imports of the CCCD couneries are diversified and difficult
to reduce. Often, necessity items, such as food, and other important
intermediate goods, such as petroleum. dominate imports. Food imports, for
example, have been gro\Jing in most of the CCCD project countries as per
capita food production has often not kept pace with population growth since
1970 (refer to Table 4). In some CCCD project countries, such as Lesotho,
Liberia, and the Congo. per capita cereal imports comprise at least 30
percent of total per capita consumption and much of that food is provided
on highly subsidized terms.

Unlike imports, however, the export structure of mose CCCD countries
are dominated by few products. In Cote d'Ivoire, for example, coffee and
cocoa comprise about 50 percent of total export revenue and in Togo,
phosphates, coffee, and cocoa represent about two-thirds of total export
revenue. Fluctuations in the price of these products cause significant
changes in the terms of trade for each of the countries. Since the late
1970's, primary product prices relative to other items have dropped and
balance of payments difficulties and external debt have increased.

C. Exchange Rates, Foreign Reserves. and Currency Status

Four CCCD countries. the CAR. the Congo. Cote d'Ivoire, and Togo are
members of the Franc Zone. Their currency, the CFA franc, is related to
the French franc at a fixed rat~ of exchange (i.e., it is pegged at that
rate) and is fully backed by France. A monetary and financial arrangement
between these countries and France guarantees convertibility between the
CFA and French francs. Other elements of the arrangement require these
countries to deposit at least 65 perC:211t of their foreign reserves at the
French Treasury which. in turn, cJmmits itself to supplying them with all
the foreign reserves they may need for their international transactions,
regardless of the state of their balance of payments. Thus, the foreign
reserve constraint of these countries is more flexible than it would
otherwise be, although it remains more complicated due to the potential
pressure imposed by French Treasury policies. The monetary policies of the
two CFA zone Central Banks (~est and Central Africa respectively) which are
determined in coordination with member countries of each zone and French
authorities, also determine the aggregate (and specific country) allocation
and the rate of growth in the money supply within each country. Thus,
although convertibility is unconditional given a supply of CFA francs, the
amount of foreign exchange convertibility which any country can exercise is
defined by the institution~l mechanism descrihed above.

Unlike the CFA franc, the currencies of most of the other countries
are not fully convertible. As a consequence, most of the other countries
tend to impose restrictions on current account payment transactions.
However, with the exception of Nigeria, they all peg their currencies to
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Table 4: Macroeconomic Indicators of African Countries in Which ceCD
Programs Have Been Implemented: Food Availability

I
Cereal Food Aid Cereal Food Aid
Imports Cereals Imp/P per Cap
1985 FY 1985 1985 FY 1985 Daily Calorie I

I 000 MT 000 M1' KG KG Suoo1v.'Caoita

I Country 1965 1985

I. Burundi 20 17 4.26 3.62 2,391 2,116

Cent _. _' Africi!ln 17
I

12 6.542. I 4.62 2,130 ~,050IRepublic ,

30 Congo

I
90 I 1 47.37 0.53 2,255 2,549

Brazzaville
I I

i

1
4. Cote d'Ivoire 272 0 26.93 0.00 2,357 2,505

I
5. GambIa na 19 na 29.8 na 2,207

! 6. Guinea 140 47 22.58 7.58 1,899 1,728,
!

7. Lesotho 118 72 78.67 48.00 2,065 2,358

I
8. Liberia 116 20 52.73 9.09 2,155 2,311

9. Malawi 23 5 3.29 0.71 2,132 2,448
-
10. Nigeria 2,199 0 22.06 0.00 2,185 2,038

II. Rwanda 24 36 4.00 6.00 1,665 1,919

12. Swaziland na 10.4 0.00 13.68 na 2,570

13. Togo 79 23 26.33 7.67 2,378 2,236

14. Zaire 331 138 10.82 4.51 2,188 2,154

Source: World Bank, World Development Report, 1987
IMF, International Financial Statistics Yearbook, 1987
World Bank, Financing Adjustment With Growth in Sub-Saharan
Africa, 1986-90, 1986.
World BaI~, Population Grovth and Policies in Sub-Saharan
Africa, 1986.

Notes: Gambia is not an official CCCD country, but has a
similar program funded by the British and UNICEF.
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other leading international currencies or the SDR. [2SJ The tendency to
peg a country's currency to one or more internntionnl1v reco~nized cllrrency
constrains monetary policy options regarding the rate of increase ip the
money supply. Burundi and Rwanda peg their currencies to a fixed rate of
exchange with the US dollar, and, Liberia has used the US dollar as its
currency although that policy was recently changed. Guinea, Malawi, and
Zaire pe~ to the SDR and Lesotho and Swaziland peg to the South African
rand. [61 Swaziland's and Lesotho's currencies may be partially
convertible due to their special ties to the South African rand. I~ order
to avoid foreign exchange shortages, countries with inconvertible
currencies must develop appropriate monetary and price policies to keep
their real exchange rates at the right levels, which, in the context of the
last two decades, would have been to consistently depreciate their
currencies. However, of the CCCD project countries, only the Congo and
Malawi effectively depreciated their currencies during the 1970 - 1982
period. As the balance of payments and currency discussions would imply,
it would be expected that foreign reserve holdings for the CCCD countries
would be low. Table 5 shows that the 1985 international reserve holdings
of CCCD countries are in fact very low, with only Rwallda having more than
three months of import coverage reserves. (27)

However, foreign reserve holdings may be misleading and may not
reflect th~ true economic situation prevailing in a particular country.
For example, Togo represents a country which has borrowed heavily from
abroad in order to finance large government deficits. This heavy external
borrowing is reflected in Table 5 by the high shares of public debt as a
proport\on oi GNP and exports. By engaging in this practice, the country
has had large holdings of foreign reserves at various times when such
r~se~ve ratios are calculated. However, this and other related practices
indicates that the foreign reserve ratio may not be a good comparative
measure across countries at one point in time.

[25 iTile SDR is a uni t of accourlt developed by the IMF a"ld is valued
according to the values of the set of currencies included in the agreed
upon market basket of currencies which the IMF uses to define the SDR. For
further information about the SDR and the IMF, see the International
Financial Statistics Yearbook.

[26] The snR is the TMP lInit nf i'lrrnl1nt "hirh ic:: rlpfinprl i'lS i'l rnmh;n~tinn

of the market determined exch2nge rates of a selected l1umlJel of. pliw·il'"ll.,
traded currencies in relation to the US dollar. See th~ IMF, International
financial Statistics Yearbook. 1ge7, (Washington D.C.: I~F 1987) pages 4
&nd 5 for a more detailed description of the market baske~ and the present
weights of the other principal currencies.

[27) Excluding India and China. the a'ierage low income country's
international reserves in 1985 yas 2.1 months. The average for middle
income countries was 3.3 months in 1985 and for industrialized countries it
was 4.2 mon ths. See Table 15, \Jorld De'lelopmen t Report, 1987.
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Table 5: Macroecona-ic Indicators of African Countries in Which CCCD
Programs Have Been I.plemented: External Debt

International
Resources External External

Mths Import Pub & Pvt External Debt Pub Debt External Debt
Coverage Debt as '1 Service (Pub &Pvt) as ~ GNP Service (Public)

1985 GNP '85 19'35
as '1 GNP as '1 EX as " GNP as '1 EX

Country 1985 1985 1985 1985

1• Burundi 2.1 39.7 2.0 16.6 39.7 2.0 16.6
,-

2. Central African 2.8 44.9 2.0 11 .8 44.9 2.0 11.8
Republic

3. Congo Brazzaville 0.1 na na na 86.5 15.9 19.6

4. Cote d' Ivoi re 0.1 110.2 na na 88.5 9.0 17.4

5. Galllbia na na na n~ 58.2 . 3.3 10.7

6. Guinea na na na na 70.2 3.6 na

7. lesotho 1.5 30.1 3.2 6.2 30.1 3.2 6.2

8. liberia 0.0 85.3 1.7 3.8 85.3 1.7 3.8

9. Malawi 1.9 75.7 7.4 11.3 75.7 1.4 1'.3

10. Nigeria 2.0 17.8 5.5 32.1 17.2 5.3 30.8

11. Rwanda 3.9 19.1 0.9 4.3 19.1 0.9 4.3

12. Swaziland 2.2 49.4 5.5 5.4 na na na

13. Togo 6.0 121.0 13.7 21.5 121.0 13.7 27.5

14. Zaire 1.8 na na na 111.8 7.9 8.6

Source: World Bank. World Development Report. 1987
INF. International F1na~cial Statistics Yearbook 1987
World Bank. Financing Adjust.ent With Growth in ~ub-Saharan Africa. 1986-90. 1986
World Bank. Population Growth and Policies in Sub-Saharan Africa. )986

Notes: Gambia is not an official CCCD country. but has a ~i.ilar program funded by
the British and UNICEF.



D. Public Finance

In order to ascertain the extent to which the government can finance
CCCD project activity, or any other service as well, it is instructive to
analyze the capability of CCCD countries to raise public revenue. The data
presented in Table 6 defines the structure of central government revenue
for the respective countries helps to define that capability. First, the
data in Table 6 show that the most important source of public revenue are
taxes levied on international trade, primarily import duties. In five of
the fourteen countries shown, such taxes comprise over 40 percent of
government revenue, and in all but the Congo, international trade taxes
comprise over 20 percent.

When exports, thus, foreign exchange earnings are growing, it is
relatively easy to finance imports. Since such a large share of government
rev~nue is derived from import taxes, when imports grow government tax
revenue increases as well. However, when ex~ort earnings fall due to
declining terms of trade and/or a global recession, both of which occurred
in the early 1980's, the adverse impact on Jovernment revenue is clear.

Income (individual and corporate) and various forms of sales taxes,
including the value-added tax, comprise the other primary sources of tax
revenue. These taxes are levied on economic activity which is domestic in
origin. However, it is important to recognize that a sizeable share of
domestic economic activity is closely associated with economic activity
related to the export sector in all of these economies, particularly when,
as was indicated earlier, exports typically represent over one-fourth of
GDP (Table 3) in the CCCD project countries. Thus, trends in the export
sector also affect government revenue from these two taxes as well.

Several countries obtain a large share of their revenue from corporate
(privately owned entities) income taxes or from a share of the surpluses
earned by parastatal corporations or agricultural marketing boards (shown
as nontax revenue in Table 6). Nigeria and the Congo, for example, in the
year for which the data pertained for each of them, obtained a large share
of. their government revenue from corporate taxes and in both cases the
primary tax-paying entities were oil companies (export oriented entities).
In the cases of Guinea and Togo, which also had higher than averag~

government revenue shares from these sources, they were relying on both
private and publicly held corporate entities involved in mining activities
(phosphates in Togo and iron in Guinea). .

Finally, it is important to point out that all of the francophone CCCD
project countries obtain revenue via contributions to a
government-sponsored sod;:;l q'rllrl tv sv~ tpm, \olhi ch in c:omp r;:;c:p~. pro"; ripe;

health benefits. \.lhile the share of the population 'N'hiclI i::, CUiit:1Cd 0i t1\f~

system is generally not large, an institutional mechanism is in place which
can conceivably be used to support other services over time.

To summarize, a substantial share of virtually all CCCD project
countries' government revenues is obtained from sources which are directly
related to the international trade sector or affected in important ways by
it. When export activities are adversely affected by either unfavorable
terms of trade and/or slow world economic growth, the ability of CCCD
project countries to raise revenue to finance any government-provided
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Table 6: Macroeconomic Indicators of African Countries in Which CCCD
Programs Have Been Implemented: Structure of Government Revenue

Central Government Revenue Shares

Share Cent
Gov't Rev Ind Corp Social
is Total IncOile IncOllle Security Employer DOIIIestic Int'l Nontax Property

Year Gov't Share Taxes Taxes Contrib P~yroll Prop Sales••• frade Other Rev Incc:Mle

1- Burundi 19&1 na 10.08 11.23 2.87 1. 75 8.95 28.82 24.09 0.56 10.8b 7.93

2. Central African
Republic 1981 >95 7.88 8.57 6.50 3.96 0.44 21.29 40.76 3.62 9.29 0.43

3. Congel

Brazzavill e 1980 70-79.9 6.18 32.54 3.56 1.18 0.06 6.11 10.47 0.95 19.02 17.26

4. Cote d' Ivoi re 198" na 5.90 4.46 4.39 3.61 2.70 15.73 26.71 -- -- 21.64

5. Gambia 1982 >95 9.81 6.05 -- 0.45 -- 4.58 68.51 0.21 9.42 5.16

6. GoJ1nea 1983 na 3.75 14.51 4.76 0.45 0.04 1.35 37.64 0.17 34.48 25.54

7. lesotho 1985 ) 95 8.00 3.14 -- -- 0.03 10.35 67.81 0.12 10.54 5.91

8. liberia 1986 >95 32.04 7.03 -- -- 0.61 24.85 28.56 1.88 4.26 0.06

9. Malawi 1985 '95 10.90 23.71 -- -- 0.12 28.49 21.46 0.40 14.85 0.67

10. Niger1~ 1978 na 0.06 59.71 -- -- -- 4.77 22.35 -- 13.11 12.49

11. Rwanda 1980 na 6.91 9.80 4.13 -- 1.06 19.32 42.39 1.35 13.98 3.34

12. Swaziland 1986 ') 95 16.01 10.22 -- -- 0.26 13.71 50.56 0.45 6.73 3.88

13. Togo 1986 na 7.35 20.71 6.24 -- 0.77 7.64 32.14 0.29 22.64 8.61

14. Zaire 1983 ) 95 17.50 13.04 1.10 1.21 0.10 24.43 28.83 2.11 11.67 --

Source: IMF. Governft!.t Finance Statistics Yearboot. 1987



service is severely constrained. In addition, the countries' ability to
finance tt:e important foreign exch;mge lIsing inputs required in mAny nealth
sector activities, including CCCD project activities, is constrained.

t,lhen countries face the reverlue constraints which have been defined
above, it is not atypical for them to engage in deficit financing, often by
increasing the supply of money and thereby cleating additional inflation.
As was indicated above in Table 2, government deficits in the CCCD project
countries were sizeable, ranging from a lo~ of about 0.1 percent ~f GNP in
Cote d'Ivoire in 1983 to over 9.1 percent in Swaziland, with the median
being between 2.5 and 3.0 percent. As the decade of the 1980's has
continued, the various CCCD project evaluations and special studies
financed by the REACH Project have generally reported that the size of the
government deficit has increased as a share of total government
expenditures. The increased domestic borrowing used to finance the local
currency conlponent of the government deficit has contributed to money
supply expansion (in the non.CFA countries) and, thus, more rapid
inflation. In addition, the increased internation3l borrowing required
to finance the foreign exchange component of the deficits over a period of
years has contributed to the international debt crisis which most of the
CCCD countries face today.

E. External Debt

As has been reported above, the increased budget and current account
deficits that the CCCD countries have accumulated, particularly since the
late 1970's, have been the principal reasons for the present external debt
crisis which most af the countries are still struggling ~ith. Among the
CCCD project countries for which data are available (refer to Table 5),
only Nig~ria and Rwanda, and to some degree Lesotho, had a relatively
manageable external debt problem as of 1985, i.e., it com~rised 17, 19, and
30 percent of GNP respectively. (28) For some countries such as Togo and
Zaire, exten.al debt amounted to more than 100 percent of 1985 GNP.

t,lith this heavy indebtedness, most CCCD cou~tries have been urable to
honor their debt service commitments in the early 1980's. Even high credit
rating countries SULl} as Cote d'Ivoire and Nigeria have required
assistance. In Cote d'Ivoire debt service payments went from an average of
8 percent of export revenue in the 1962-75 period to over 30 percent in
1980-85, and in 1982, it was as high as 37 percent. Similar scenarios can
bp. provided for most of the other CCCD countries as well.[29J To reduce

I 2 ~ ) Since 1985, Ni ge ria hi'l S e {p p den ced cansid C? r :.J h1e d iff 1(' \I 1 t Y rl 11 C t n
the oil price decline in 1985 and a continuing high import level.

[29J These scenarios imply t~at a) export earnings tended to fall,
reducing total foreign exchang~ revenues, b) import requirements, as
defined by the living standards of the day, rem3ined at their existing
levels, and c) the share which rhe fixed debt servicing costs of the
reduced export earnings going to payoff the interest of the previous debt
was rising. Clearly the abilit~ to address this type If situation implied
that SJme "requirements" and in~erest payments had to be foregone.
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this burden, Cote d'Ivoire and Nigeria (and other countries as ~ell) ~ere

able to negoti~te a rescheduling of thei~ external debt in 1983 and 1984
respectively.

In many instances, CCCD countries also sought the assistance of the
~orld Bank and the IMF to assist them in resolving their financial crises
via a longer term Vorld Bank Structural Adjustment Program loan and short
term IMF assistance via a Standby Agreement (SBA) or an EFF. ~ith the
possible exception of the small (geographically) CCCD countries of Burundi,
Lesotho, R~anda, and S~aziland, (two of ~hich are economically dependent on
South Africa) the remainder of the CCCD countries have sought assistance
from the IMF for short term support. ~ith the exception of the agreements
between the IMF and the Congo and Nigeria, the conditions underlying the
assistance provided by the IMF to the other countries are summar~zed in
Tables 7.A to 7.G. It is instructive to revie~ the structure of these
conditions.

F. External Debt Conditionality

Tables 7.A to 7.G present the extent to ~hich cou~try economic
policies are revie~ed and performance terms defined by the IMF in CCCD
country-specific SBAs. As the tables report, seven of the CCCD countries
~ere under a SBA at the time of the CCCU ProAg. The IMF organizes its
conditions to a SBA according to the follo~ing issues:

a) monetary and financial policies;
b) public sector policies, including

i) recurrent expenditure restraints,
ii) tax system changes,
iii) parastatal corporations, and
iv) overall budget;

c) external debt policies;
d) exchange rate policies;
e) ~ages and price policies; and
f) other structural adjustment policies.

Tr.ere is a typical pattern in the conditionality experienced by the
seven CCCD countries ~hich ~ere under a SBA at the time of signing the CCCD
project ProAg. This pattern includes the follo~ing conditions:

a) limit credit expansion;
b) reduce public sector employment;
c) control public subsidies;
d) improve the administration of expenditures;
~) introduce increases of sales and excise taxes;
f) introduce ne~ taxes and/or user charges;
g) improve parastatal performance;
h) reduce the 8vvernment deficit as a percentage of GOP;
i) cJntrol the level and maturity of external debt;
j) improve debt manage~ent; and
k) introduce standard tlauses into international contracts regarding

exchange rates.
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Table 7.A: IMF Conditionality Status of CCCD Countries, via Standby Agreements,
and Extended Fund Facilities: Monetary and Financial Policies

Conditions Pertaining in IMF SBA or EFF at Time of Proag

I. Monetary & Financial Policies

A B C D E F G
Increase Set Net Other:

Credit Reduce Reform Credit Share Mobilize Foreign Credit
Ex~ansion Li~uidity Interest to Private Domestic Reserve Allocation

Country imit rowth Rates Sector Savings Target crt teria

1. Burundi

2. C.A.R. yes yes na na yes na na

3. Congo

4. Cote d'Ivoire yes na na na yes na yes

5. Guinea yes na na na na yes !Ia

6. Lesotho

7. Liberia yes yes na na na na na
I--

8. Malawi yes na na yes yes na na

9. Nigeria

10. Rwanda

11. Swaziland

12. Togo yes na na na na na na

13. Zaire yes yes na yes yes yes yes
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Table 7.B: IMF Conditionality Status of CCCD Countries, via Standby Agreements,
and Extended Fund Facilities: Central Government Current Expenditure Restraint

II. Public Sector Policies
. - _ .

A. Central Government Current Expenditure Restraint

1 2 3 4 5
Wage/ Control

Salary & Expenditure Capital
Limit

Improve
EmplQyment on Goods Transfers Administration
Reductions & Services & Subsidies New Invest of Expenditures

Country

1. Burundi

2. Ceutra1 African Republic yes yes yes yes yes

3. Congo

4. Cote d'Ivoire yes na yes yes yes

5. Guinea yes ne yes yes na

6. Lesotho

7. Liberia yes yes yes na yes

8. Malawi yes yes yes na yes

9. Nigeria

110. Rwanda

11. Swaziland

12. Togo yes na yes yes yes

13. Zaire yes yes yes yes yes

Notes: 1) SBA = IMF Standby Agreement (one year)
2) EFr"= Extended f'und Facility (m~ltiple years, up to five)

Sources: 1) IMF, Fund Supported Programs, Fiscal Policy, and Income Distribution,
Occasional Paper No. 46, (Washington, D.C.: IMF, Sept. 1986).

2) IMF, International Financial Statistics: Supplement on Fund Accounts,
Supplement Series No. 3, (Wa~hingt~n, D.C.: IMF, 1982).
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Table 7.C: IMF Condittonaltty Status of CCCD Countries. vta Standby Agreements.
and Extended Fund Faciltties: Tax Sys~ Changes

II. Public Sector Policies

8. Tax Syste. Changes

1 2 3 4 5 6 7 8
Intro. Intro.

I_prove Iliprove or Increase " Increase Improve Refona Intro. IIlI~rove
Income Corporate Property sales/Excise IlIlport Export New Taxesl ax

Country Tax Systell Tax Pay Taxes Taxes Duties Duttes User Charges Adll1 n1 strati Olt

1- Burundi

2. Central African ye~ yes na yes yes na yes na
Republic

3. Congo

4. Cote d I Ivoi re na na na yes yes yes yes na

5. Gutnea na na na yes na yes yes yes

6. lesotho

7. liberia na na na yes na na na yes

8. Malawi na na na yes yes na yes na

9. Nigeria

10. Rwanda

li. Swaziland

12. Togo yes yes yes na na na yes yes

13. Zaire yes yes yes yes yes yes yes yes
-

Notes: 1) SBA • IMF Standby Agre~nt (one year)
2) EFF • Extended Fund facility (.ultiple years. up to five)

Sources: 1) INF. Fund Supported PrograMs. Fiscal Policy. and Income Distribution.
Occasio~al Paper No. 46. (Washington. D.C.: IMF. Sept. 1986).

2) IMF. International Financial Statistic~: Supplement on Fund Accounts.
Supplement Series No.3. (Washington. D.C.: IMf. 1982).



Table 7.D: IMF Conditionality Status of CCCD Countries, via
Standby Agreements, and Extended Fund Facilities:
Parastata1 Corporations and Overall Budget Policies

II. Public Eector Policies

C. Parastata1 CorporationE D. Overall Budget

1 2
1 2 Reduce Reduce

Improve Improve Defici t as Domestic
Performance Management % GDP Arrears

Country

I. Burundi

2. Central African yes I yes yes yes
: Republic ! ! I
I 3. Congo
j

4. Cote d'Ivoire yes na yes yes

I 5. Guinea yes na yes na

I

,

6. Lesotho

1

7. Liberia yes yes yes na

8. Malawi yes na yes na,

9. Nigeria

10. Rwanda

1I. Swaziland

12. Togo yes na yes yes

13. Zaire yes yes yes na

Notes: 1) SBA = IMF Standby Agreement (one Year)
2) Extended Fund Facility (multiple Years, up to five)

Sources: 1) IMF, Fund Supported Programs, Fiscal Policy, and Income
Distribution, Occasional Paper No. 46, (Washington,
D.C.: INF, Sept. 1986).

2) IMF, International Financial Statistics: Supplement on
Fund Accounts, Supplement Series No.3, (Washington,
D.C.: IMF,1982).
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Table 7.E: IMF Conditionality Status of CCCD Countries. via Standby Agreements.
and Extended Fund Facilities: External Debt and Exchange Rate Policies

III. External Debt Policies IV. Exchange Rate Policies

A B A B C
Con tro1 leve1

& Maturity I.~ove Refor"lll Liberalize Have
of External bt Exchange Trade (Export Standard

Debt Managealent Rate and I_port) Clauses
Country

1• Burundi

2. central African Republic yes yes na na yes
..

3. Congo

4. Cote d I Ivoi I"e yes yes na na yes

5. Guinea yes yes yes na yes

6. lesotho

7. liberia yes yes na na yes

8. Malawi yes yes yes yes yes

9. Nigeria

10. Rwanda

11. Swazil and

12. Togo yes yes na na na

13. Zaire yes yes yes yes yes

Notes: 1) SBA • IMF Standby Agree-ent (one year)
2) EFF • Extended Fund Facility (multiple years, up to five)

Sources: 1) IMF, Fund Supported Programs, Fiscal Policy, and Income Distribution.
OCcasional Paper No. 46, (Washington, D.C.: IMF, Sept. 1986).

2) IMF, International Financial Statistics: Supplement on Fund Accounts.
Supplement Series No.3, (Washington, D.C.: IMF, 1982).
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Table 7.F: IMf Conditionality Status of CCCO Countries, via Standby ~9reements,

and Extended Fund Facilities: Wages and Prices

Y. Wages And Prices

A B C D E F

I
G

Reduce Review Key
Have Intro Cost! Sector Prices Increase Review

Restrain Wage Flexible Price to Increase Energy Price
Wages Guidelines Prices Distortions Production Prices Control s

Country

1- Burundi

2. Central African na na na na na na na
Republic

3. Congo

4. Cote d'lvoire yes na na na na yes na

5. Guinea na na yes na na na na

6. Lesotho

7. liberia na yes na na na na na

8. Malawi na yes yes yes na yes na

9. Nigeria

10. Rwanda

11. Swaziland

12. Togo na na yes yes yes na yes

13. Zaire yes yes yes yes yes yes yes

Notes:

Sources:

1) SBA • UF Standby Agreement (one year)
2) EFF B Extended Fund Facility (Multiple years, up to five)

1) IMF, Fund Supported Programs, Fiscal Policy, and Income Distribution,
Occasional Paper tto. 46, (Washington, D.C.: IMF, Sept. 1986).

2) IMF, International Financial Statistics: Supplement on Fund Accounts.
Supplelllent Series No.3, (Washington, D.C.: IMF, 1982).
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Table 7.G: IMF Conditionality Status of CCCD Co~ntries. via Standby Agree~nts.

and Extended Fund Facilities: Other Policies

VI. Other Structural Adjustment Policies VI I. Other

A B C 0
Allocate Develop

Restructure Toward Illlproved 1.e .• Object
Key Improve Private Investment to Policy

Sec:. tors Management Sector Planning Measures
Country

l. Burundi

2. Central African Republic na yes yes na na

3. Congo

4. Cote d' Ivoi re na na na na na

5. Guinea na na na na na

6. Lesotho

7. Liberia na na na na na

8. Malawi yes na yes na na

9. Nigeria

10. Rwanda

ll. Swaziland

12. Togo yes na yes yes na

13. Zaire yes na na yes na

Notes: 1) SBA ~ IMF Standby Agreement (one year}
2) EFF • Extended Fund Facility (multiple year~. up to five)

Sources: 1) IMF. Fund Supported Progrags. Fiscal Po1icy. and Income Distribution.
OCcasional Paper No. 46. (Washington. D.C.: IMF. Sept. 1986).

2) IMF. International Financial Statistics: Supplement on Fund Accounts.
Supplement Series No.3. (Washington. D.C.: INF. 1982).



These and other conditicnality terms, which were included in country
specific SBAs and fully definen in T~ble 7, emphasi7.e the point that
reducticns in government commitments are deemed essential by the IMF for
improvements in economic performance when the IMF is asked to provide
financial assistance to a country unable to meet its international
financial obligations.

Among the conditions which appeared most often and which are important
for assessing the capability of a country to develop and sustain a CCCD
program include: a) reduce public employment; b) cap program subsidies;
and c) reduce the public deficit as a share of GDP. Given that the
countries which obtain IMF support, must adhere to the aforementioned
conditions and make verifiable improvements in certain performance targets
during the life of the SBA to obtain additional assistance form the IMF,
even small projects like a CCCD project which requires government support
either in kind or by financial contribution to the recurrent cost of the
activity can be jeopardized when such assistance in requested. [301

G. Implications for the CCCD Program and Policy Recommendations

The ability of the CCCD project countries to finance their agreed
share of the CCCD projects costs is certainly affected by the increasingly
impoverished economic situation they have experienced since the late
1970's. The continuing decline in per capita GNP makes resources B
increasingly scarce for any activity, including those of the CCCD project.

The financing of the CCCD project implies social costs: the
resources must be drawn from other uses into the project's set of
activities through public or private channels. The extent to which the
CCCD project implies new resource commitments or that existing resources
must be reprogrammed from similar existing activities, including a
vertically oriented immunization campaign, requires country-specific
analyses which demonstrates that net social welfare will increase. Most
economic decision makers in Finance and Economic Planning Ministries would
want to review such an analysis prior to making such a decision.

Public participation is crucial especially since CCCD project
activities are expected to be provided via MOH facilities and that at least
the immunization component of the project is a prevention-oriented
activity. However, it has become clear upon reviewing the macroeconomic
situation in the participating countries that the government's ability to
devote additional resources to the project is limited.

It is possible for governments to make modest adjustments although the
extent of adjustm~nt possihle IJ; thin thp ~nntpxt: of earh C011ntrv v1'lrips.
For example, Uttle analysis has been conducted about the pUlt:'lIlial LUL

reallocation a) within health sector budgets and b) across sector budget
allocations. In the African context within health sector budget
reallocation has perhaps been most thoroughly analyzed in the context of
Tanzania. In that country, a significant reallocation occurred over the

(30J Only Lesotho and Swaziland had not obtained IMF SBA support prior to
the CCCD Project ProAg signing.
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decade of the 1970's away from hospitals and to rural focussed health care,
including immllnizations anrl other prevpntive measures. This reallocation,
however, occurred during a period of to:al expenditure growth within the
sector, such that the budget of no activity, i.e., hospital based care, ~as

actually cut (in nominal terms). (31 J The situation facing CCCD project
countries during the decade of the 1980's and early 1990's is different,
where even nominal expenditure levels for certain services have been
reduced.

The second alternative of reallocating across sectors warrants
additional analysis. In one study of this type of option, it was found
that if defense expenditures in the twenty most populous African countries
(five of the CCCD project countries were included in the study) "Nere
reduced by 10 percent (in the 1976-78 period) health sector expenditures
could be increased by about 25 percent. 132J This finding was due to the
fact that the health sector share of the total government budget is
relatively low (in the late 1970's between 1.7 and 8.1 percent of total
recurrent and capital expenditures by the respective central governments).
A similar finding would be expected from data from the mid 1980's. The
issue is whether the public policy makers in each CCCD project country can
make and then mplement this type of reallocation over an extended period
of time to inst:tutionalize and then obtain the benefits of the CCCD set of
health services.

The revenue structures of the CCCD project countries indicate
considerable differences across countries with SOffie more vulnerable to
international trade fluctuations than others (refer to Table 5). In
addition, the IMF has incorporated into virtually all CCCD project country
SBAs conditions to introduce and increase sales and excise taxes, other new
taxes, and user charges. The economic rationale for these revenue
enhancement suggestions are to broaden the government's revenue base and to
reduce the share of government revenue which may be adversely affected by
international trade fluctuations. Over time as government revenue policies
are changed to incorporate the conditionality suggestions, and if economic
growth occurs, it may be possible to obtain additional financial support
from the government, even assuming a constant health sector share
allocation. However, there are many competing claims for these scarce
resources, from agriculture, education, water supply managers, key
industries, to, and including the military.

As the economic situation analysis indicates, many CCCD countries face
foreign exchange shortages due to the countries structural current account
deficits. Some francophone countries in the CFA zones do not face the same
convertibility problems as exist in other CCCD countries. However, since
the foreign exchan~e shnre nf cern prnipct activities is in thE? r~ngp nf ~n

to 75 percent of the total recurrent cost ot ccco proj(;<.:l seLvl<.:e~, tile

(31J For further analysis of the Tanzanian case, see David W. Dunlop.
"Underfinancing of Social Services in Tanzania: The Case of Primary
Health Care," Paper prepared for ppe/E, AID, Washington D.C. February 1984.

[32J David W. Dunlop, "Health Care Financing: Recent Experience in
Africa," Social Science and Medicine, 17.24 (1983b) 2017-2025.
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financing strategy developed for CCCD services must specifically address
that aspect of the prohlem ~ithin the larger context of financing the
foreign exchange costs of the health care delivery system upon ~hich these
services rest. T33J

While the CCCD project has been developed to assist public entities
such as the MOH in participating countries to provide this set of services
~ithin the facilities ~hich the MOH operates, the economic realities of the
participating countries indicate that other delivery mechanisms must be
explored and vhere identified, supported to expand the delivery of CCCD
services simply due to the fact that the governments of project countries
cannot support any rapid expansion of these services based on their o~n

resources. Where mission facilities exist or ~here private voluntary
organizations might be interested in expanding the delivery of these
services, they varrant support. Further, to the extent that they implement
user charges or other financing mechanisms to financially sustain these
services, it reduces the government's responsibility to provide these
services, although it is undoubtedly important that the government
continues to monitor service delivery and related benefits.

Finally, in the case of malaria prophylaxis and ORS, the CCCD project
may vant to develop several operational experiments vith private health
providers Qnd ascertain ho~ they can increase their involvement more
greatly than heretofore has been the case. As is discussed in greater
depth later (see section five), the private good attributes, such that most
0f the benefits of consumption accrue to the individual and/or household,
private providers can be used to expand these services. To the extent that
such services can be made more ~idely available to the population by such ­
means, the government can be spared from making such efforts.

(33) For additional information on estimates of the foreign exchange share
of the CCCD project, see the following sections of the document and Table
9.
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V. EMPIRICAL RVIDRNCR RB: cern PROJECT HEALTH FTNANCTNr. ACTIVITIES

A. Introduction

In this section the country-specific project health financing
activities are comparatively reviewed. This review is based on an analysis
of mid-term evaluation documents, REACH project special studies, and the
recommendations which were made regarding subsequent health financing
activities. The analysis first addresses the question of the cost of
country-specific eeeD projects and the composition of those costs. Then
the analysis addresses various aspects of health financing, particularly as
it relates to the eeCD project activities. Fees-far-service are
specifically add~essed as is the subject of drug revolving funds and/or
village pharmacies. Other pertinent information is presented in
comparative tabular form. Management and administrative issues are
addressed to the extent that. such aspects of the financing problem are
raised. 134J It is anticipated that this review will provide a context for
establishing a set of recommendations for future eeeD project activities
pursuant to health financing.

B. CCCD Project Costs

i. Total Cost

In Table 8, comparative total project cost data is pr~sented from two
sources, the CCCD project Annual Report for 1986 prepared by the CDC in
Atlanta, Georgia, and the set of mid-term project evaluations which were
conducted between June, 1984 and October 1987. [35J For the eight
countries for which comparative data are available, five country project
cost data were comparable, Burundi, the Congo, Lesotho, Rwanda, and Togo.
For the other three, Zaire, Liberia, and Malawi, substantial differences
appeared between the two sources of cost information. In part, these
differences were due to differences in the way in which other donor
contributions were evaluated by each information source as either being a
part of the CCCD project or not. For example, in some cases, UNICEF's
activities were counted as a part of the project activities and i'l oth~r

instances it was not.

Second, Table 8 indicates that the mid-term evaluation estimates are
generally a minimum estimate. This is due to the fact that in most
instances no estimate was provided of the country contribution to CCCD

[34J These issues were discussed at some length in the prior section of
the paper which dealt with a comparative analysis of health financing
options in a generic sense.

[35J Two country CCCD projects have not had a mid-term evaluation. The
Cote d'Ivoire project is planned to be conducted in 1988 and the Nigerian
project is only in its second year of operation and it is not expected
that a mid-term evaluation will be conducted there until perhaps late
1989.
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project staffi~g and the related salary and fringe benefits related
thereto. Host of the country budgets provided in AID documents dirl not
include an analysis of these important cost elements. Rather the budgets
included information about intended go~ernment expenditures on such items
as petrol, drug procurements, and supervision per diems. In addition, most
project documents referred to olher donor participation in the projects,
but the actual cost contribution was often not included. Further, in one
or two evaluations, an analysis was made of non country-specific CCCD
project contributions which were made to the project in the form of CDC
technical assistance, REACH consultants for both financing and immunization
services, and other resources from the VHO and UNICEF. Vhile this type of
technical assistance services is generally not included as a part of the
recurrent costs of such project activities, it is important for it to be
included in a full cost analysis ot the project costs, and amortized
appropriately, including, in some cases, within a one year period.

Finally, it was unclear, in many evaluations whether the country
project cost comronent was, in actuality, funded by the US via PL480 or CIP
local currency g~nerations, or by actual budget allocations which would
indicate a true reallocation of re~ources within the country's own
budgetary resources. Thus, the distinction between the US contribution
from AID and the local budget was often blurred.

As a consequence of these aforementioned problems, it is difficult to
know whether any of the cost information in any evaluation or the CDC
Annual Report (1986) provides a true cost estimate ~f any of the country
specific CCCD projects. This situation appears to be one where the
recently prepared Guidance for Costing Health Services Projects (1987)
prepared by the REACH Project for the Asia/Near East (ANE) Bureau of AID
could be used with an impact.

In spite of the difficulties mentioned in calculating operating and
developm~nt costs for a eeCD project, it was instructive to use cost
information from the 1986 Annual Report to estimate the per-capita cost of
the CeeD project on a country by country basis.[36J These calculations are
presented in Table 8 and show that the per capita cost vari~s from a low of
$0.22/ person to develop and implement eeeD services to a high of $1.41/
person or seven fold higher (the weighted average for all country-specific
projects was calculated to be SO.42/person). Some of the variation in
these average figures may be due in part to the issues already d~sc~ibed

above. In the case of Nigeria and Zaire, the project has only ~een

implemented in several specific zones or states and not on a national basis
which would undoubtedly account for some of the variation and a downward

[36J Vhile most ceCD Project services principally address the health
problems of women and children, the entire population of the country and
its perceptive households benefit as well. Thus, when considering a
financing strategy for such a project, an estimate of the per-capita cost
of a project represents a useful first approximation of what the minimum
benefits would be necessary to justify the intervention.
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Table 8: Est1-ates of CCCO Country Project Costs

EStiNted T,'tal Est1laaurl Total Estf~ted Expenditure
EsttlUted Total Cost Per Cost Per CCCO Share Which CCCD

Cost Pflr CCCD 1986 1986 Annual Project is of NOH
Evaluatfon Annua1 Rellort Report Data . Recurrent Expendltuntl

t n lit 111 on $ in .0 Hon $ in l'lillion $ in the K1d-)980's
Country

I
1. Burundi )1.2 1.07 0.22 0.9

2. Central African Republic na D.91 D.3!> 2.4
"_.

3. Congo :>1.12 l.H 0.61 unknown

4. Cote d' Ivoi re na 6.71 0.61 na

5. Gufnea na 1.54 0.25 unknown

6. lesotho 0.8 1.04 0.68 3.1

7. Uberh ) 2.3 1.05 0.44 .ax 5.0

8. Malawi 1.4 2.75 0.38 na

9. N1 geria na 43.41 0.44 na

10. Rwanda 2.1 2.03 0.34 .in 2.8

11- Swazf1and na 0.99 1.41 .tn 1.9

12. Togo ) 1.5 1. 51 0.48 IIc1X 4.0
approxiBate1y 2.4

13. Zaire } 7.0 11.02 D.31 1984 1.4
1985 0.7

Source: Project Evaluations and 1986 ~nual Report



bias in the per-capita cost estimat~~ d~ ~ell. In spite of the above
defined possible reasons for ppr c~rita project cost val·i~tions. it would
be useful to know more about why these estimated project costs vary.[)'!

Again while the cost information may contain certain problems as
defined above and represent only the incremental cost of the delivery of
these services, the per capita cost figures suggest that the CCCD project
child survival services are relatively inexpensive on a per capita basis.
Further, vhen this per capita cost figure is compared with estimates of
1985 per capita income in each eeeD project country, as presented in Table
2, it suggests that eeeD services typicaJly cost between one and two tenths
of one percent of per capita income. When viewed from this perspective,
CCCD services are not ex?ensive.

Finally, in Table 8, information is presented which provides an
estimate of the share which reported ceeD project costs represent of total
MOH expenditures (allo~Ting for the problems of cost estimation which have
been defined above). For the eight countries where the data were available
to make this estimate, it shows that the eCCD project (excluding local
labor expenses) represents between one, and, at most, five percent of the
annual expenditures of a country's MOA, with the median being ar~und two to
three percent. Even allowing that local labor costs might represent an
additional 50 percent increase in costs, total eeCD project costs would
generally comprise no more than five percent of an MOH's annual
expenditure. This figure, hovever, represents, fifty percent of the total
preventive health care share of recurrent MOH expenditures of many African
countries, with the median figure being about thirty to forty percent. f38

]

ii. Foreign Exchange Share of Project eosts

In Table 9, information is presented from country-specific mid-term
evaluations about the foreign exchange share which each identified source
of financing to the country-specific CCCD project is estimated to have paid
(or will expect tG pay) based on the budgetary and expenditure information
provided in the evaluation. This analysis shows that for the estimated

[37) The reason for the possible down~ard bias in the reported per-capita
cost of Nigeria and Zaire is due to the fact that the figure is calculated
using the entire population of the country when the services are only
being provided to a considerably smaller subset of it. With respect to
~ossible other factors, which might account for the intercountry
differences in the figures, include: a) differences in factor prices
between countries; b) possihle differences in administrative costs required
to implement the services, and c) differences in the potential for
achieving economies of scale between countries. For example, if the
population density is higher in one country relative to another, then it
viII be possible to provide services at a lower cost per person in the more
densely populated country than in the less densely populated one, holding
all other factors constant.

(38) This estimate is based on information provided from two ceCD Lountry
mid-term evaluations and from the authors' knowledge of other countries in
Africa.
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Table 9: An Analysis of the Empirical Evidence About Financing CCCO Project
Activities From Evaluations and REACH Project Studies: Cost Information

... ,-" .-----

Est ~ lOP
Est 'f, LOP Total Cost

Est ~ lOP Est ~ lOP Total Cost FX Gov't + Est lOP
REACH Total Cost Total Cost FX Other USAIO + Total Cost
Study Evaluation FX USAIO FX Gov't Donors Donors (mill $)

Country

1. Burundi yes 10/87 yes 10/87 100.0 approx 70 na )75.0 )1.2

2. Central African yes 10/87 yes 11/86 na na na na na
Republic So 9/86

3. Congo no yes 5/86 58.1 na but low 100 (UN ICEF) na min 1.12
since 1985 French na excl othar

donors

4. Cote d I Ivoi re no yes 5/87 na na na na na

5. Guinea yes 12/86 yes 6/87 99.7 3 yrs 54.1 na 95.9 na

6. lesotho no yes 9/86 75.4 16.7 na 62.1 0.8
(200.000/yrl

7. liberia no-see yes 4/86 min 80 100.0 excl in- 100.0 min 90 2.3 excl in-
evaluation ki nd-contri b kind contrib

&donations

8. Malawi no yes 10/86 89.5 60.5 100.0 84.7 7.4

9. Nigeria no-see JHU no na na 100.0 na 14.1. excl
Nigeria contr

10. Rwanda yes 1/87 yes 10/86 64.5 79.5 100.0 12.8 2.1

ll. Swaz~land no yes 9/86 64.5 73.9 na 67.7 na

12. Togo no-see yes 6/84 95.0 100.0 not incl 100.0 )80.0 min 1.5
evaluation personnel excl labor

13. Zaire yes 1/87 yes 1985 100.0 28.8 100.0 >75.0 min 7.0+
1983/1986 1984/1985 1983/1990

Notes: 1. CP = Community participation
2. EA = Equity of Access
3. PHC = Primary Health Care
4. cceo ~ Combatting Communicable Childhood Diseases
5. Swaziland health expenditure information includes expenditures for water and sanitation activities.

traditional healers. other private sector services. MOH. So other government agencies.
6. FFS ~ Fee for service
7. FX = Foreign Exchange



(39 1

total cost of CCCD projects, excluding the local personnel costs for
reasons defined above, the foreign ex~hAnge component of the proj~~t ~ost

varies from a lo~ of 62 percent to as high as 95 percent, ~ith the average
being bet~een 75 to 80 percent,. This share is very high relative to other
types of health service~ ~here the figure has been estimated to be about 40
to 50 percent [391 and for other social and human services programs
including primary education ~here the figure is closer to ten percent.
( 40 1

The relatively high foreign exchange component of the CCCD project is
consistent for virtually every country and source of CCCD project financing
for ~hich information is available (and presented in Table 9). AID's
foreign exchange share varies from a lo~ of an estimated 58 percent to as
high as nearly 100 percent. Other donors involved in the project
consistently support the activity ~ith 100 percent foreign exchange
contributions. Finally, the support agreed to by country governments has
an implied foreign exchange share ~hich is typically above 50 percent
(ranging from a lo~ of 17 percent to 100 percent).(41 J

iii. Summary

A number of country-specific CCCD project evaluations have recommended
various types of cost studies (see Appendix C). The evaluations ~hich have
been conducted have generally not been able to ascertain ~hat the total
cost of the projects have been, even though all country project ProAgs have
indicated that a full accounting of project costs be periodically
conducted. One of the important reasons for desiring that type of
information is to structure a fee schedule ~hich ~ill cover the recurrent

David Dunlop, World Bank Cost paper, 1984.

[401 See, for example, Larry Wolff, Controlling the Costs of Education in
Eastern Africa: A revie~ of Data, Issues, and Policies, report No.
4907-EAF, (Washington, D.C.: World Bank, August 3, 1984).

(41) The case has been made that since this set of project activities
cost relatively little in comparison ~ith other types of health care
services in particular, and other economic activities in general, that the
relati"'ely high foreign exchangp share of total service costs which this
set -of services represents is so lo~ that any country should be able to
finance it. This argument rests on at least t~o premises: a) the
short-run health and long-run demographic private and social benefits
derived from this set of services is consinerably greater than what might
be obtained from other competing uses of scarce resources; anrl h) I Ill' (TCD

services can be derived in isolation of the publicly operated health care
system, sur:. that the full foreign exchange cost of CCCD services is
represented by the incremental cost of this set of services.

With respect to the first premise, the authors are una~are of
unambiguous empirical evidence to fully support such an assertio~ against
those with a different view of the world. We enrollr~ge effort~ to amass
such evidence. In addition. most economists are moved by information ~hich

define revealed preference positions taken by key resource allocation
decision makers, such as ministers of finance or heads of state ~ho



costs of each project. Further, without full co~t information, it is
rather difficult to conduct the desired cost-effectiveness studies which
were recommended in several evaluations and which is important to conduct
for purposes of increasing the efficiency of resource allocation within the
AID project portfolio.

Further, to the extent that it is possible to estimate the foreign
exchange content of the CCCD project, the available information suggests
that there is a high foreign exchange content of the country-specific
projects. Given this finding and the fact that most project countries'
macroeconomic performance has been poor and is still sluggish, the
importance of continued donor financial support cannot be over emphasizl d
if such activities are to be financially sustained during at least the :Iext
half-decade.

C. Country CCCD Project Financing

In Tables la, 11, and 12, data are presented which summarize what is
known about health financing policy and in particular about the state of
developing user charges as a form of cost recovery throughout the CCCD
project countries. With respect to financing being a part of the health
policy of the CCCD project countries, the data in Table 15 shows that nine
of the thirteen countries have included financing into their health policy
pronouncements and at least one other one, the CAR has implemented a fee
system at a few government health facilities. In addition, in two of the
remaining three countries, information which is available suggests that
cost recovery via user charges is also occurring in those countries as well
in many privately operated health facilities, such that the policy makers -

reflect, via their decisions, the relative value of alternative uses of
scarce resources. In the case of the CCCD project countries, the evidence
amassed on revealed preferences is that there are other more important uses
of each countries scarce foreign exchange resources. This situation may be
due to decision makers not knowing what the benefits are due to a lack of
knowledge, or that they all weight these benefits differently than others
migh t.

Regarding the second premise, the CCCD project has been implemented in
all participating countries via the publicly supported health tare
delivery system. According to the draft project extension amendments which
have been crafted to provide policy guidance to the future development of
these services through at least 1991, the publicly operated health care
delivery system will continup to he the vehi.cle u~erl to prtwirie ~urh

services over the project extension period. If this decision cannot be
altered, then the relatively minor incremental foreign exchange (and for
that matter) all of the costs of the CCCD services, is not the relevant
indicator of th~ true foreign exchange cost of the CCCD services. In that
case, the relevant indicator is the costs required to sustain the entire
publicly provided health care system. On the other hand, if the decision
made by \ID and other officials can be changed, such that CCCD services
might be provided outside of the publicly operated health service system,
then the incremental cost figures reported in this document for
implementing CCCD services are too low due to the fact that these costs are
based on the presumption that theJ~ services would be incorporated into an
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not only are avare of that practice, but also are alloving it to continue.
One of the tvo, Nigeria, is also actively exploring vith the assistance of
the CCCD project and the World Bank, vays by vhich the country, or its
individual states, might develop financing strategies for their respective
health services vhich may include some form of ~ser charges.

To the extent that information is available about the structure of
fees, the data presented in Table 10 suggest that fees are most commonly
levied as a registration fee for outpatient care (generally based on the
illness episode) and inpatient care (generally based on the length of stay)
and for drugs, either separately, via the mechanism of the village or
community pharmacy, or at the health facility itself. In general, drug
fees are established by marking up the procurement price of the drug by a
certain percentage in order to generate a surplus vhich can then be used
not only to replenish pharmaceutical supplies, but also pay for the
acquisition of other goods and services used in the delivery of CCCD and
related services.

This typical fee structure described above generally implies that for
CCCD project supported services the tvo curative oriented services, i.e.,
chemotherapy for malaria and ORS for diarrhoea, comprise the principal
source of fee revenue, either via charges on drugs and/or via service
registration fees. Severai countries, including the Congo, Guinea,
Lesotho, and Togo have implemented a policy to charge for immunizations via
the selling of vaccination cards or by charging for veIl-baby visits (in
the case of Lesotho).

As has been briefly referred to in an earlier sectioli of the paper, in
some countries, particularly those vith a francophone orientation, revenue
is also being raised via health insurance. In Burundi, the governmlnt has
implemented such a plan vhich covers a variety of services, including
reimbursement for drugs from private pharmacies. Other progr3ms also exist
in countries such as the Central African Republic, Liberia, and Zaire. It
vould appear that a more in-depth study of the various prepayment insurance
options vhich have emerged in CCCD project countries is varranted, and
such a study vould document the amount of revenue collected, benefit
packages, costs of administration, government subsidies, if any, population
coverage, length of operation and vhether preventive services such as
immunization services are included.

The limited information available from the evaluations and the special
REACH reports about total revenue from fees and/or health insurance
premiums suggest that the amount is variable across countries. Data on
this issue vas available from six countries (Burundi, the Congo, Lesotho,

reflect the true cost of service delivery vithin another structure is
unknovn at present and varrants some additional analysis if this
alternative is to be pursued further. Furthermore, if the option of other
than the publicly supported health care delivery system is to be pursued as
an alternative for delivering CCCD services, it viII be important to
ascertain the extent to vhich CCCD project countries are villing to
consider these other alternatives as veIl.
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Table 10: AD Analysis of tbe e.pirical Evidence About Financinq CCCD Project activities rro. EvaluatioD aDd REAC.
Project Studies: FiDaacin'I aDd ree Structure IDfo£.atioa

,
U1
W
I

I. FinaociD'I Infor.atieD II. re. StructQ£.

Does Gov't Otber Fees rbar'I.d .....OUlit/ A.ount/ Total AlIt.
aealtb Relovaat At Gov't. OP Cur. la.uniaation Raiaed at

Country Policy Policies Facilitiea Viait I V'i:'Ii t Gov.rnDent
Iv.lclude raciliti.a
Filllaacing? ('000 $1

l. Burundi YG. feea are cbar<jed at .Cs yes, fol' Da Dora/ally DO 5,.61 - lU6

" bosp- Also Soc. S.c. consultation .. f ••
for civil lIervllDta " dru'Ill
inBur. cards (I 500,..0/yr

2. Central not alii of feell collocted at so•• CJov't Dot nor.al Da na Da
African 11/16 uaits- rreDcb eapeodituro
.epublic prioritielll .atter (25'

total budqetl
3. Conqo yes al'e "accinatio. cllrd Uller y.s (EPI/121 Da 100-51'.iO CPA unkDown in '85

del.-eto cbarCjel5- IIl1erll pay for 250 typical 1.12 Dillion CrA
chloroquiDe- 'IOy't .lIt pel' cal:d frOD 1 towns =
lIelf-fiaaacilil'I pllar.aci.s 5.' govt CCCD a.t

4- Cote unkDown DIR unkno"n na na na
d'[voire

5. Guinea yes gov't pays salarilla- users yes (5/a61 .a 50/P'G/card na
pay opel' C05ts- curati"e f.e
CrOS5 subsidiae plI:e". sVCIl.-
dO.Qstic .cono.ist defines
bealtb actions- b.altb proj.
Dust bave fundinq plan

6. L.sotbo yes, fees na yes, for IP " na s •• FY 'S6 440 ,
cbar'Ied OP otc. co••ents 9.1\ "00 re .

budqet
1. Liberia yes, in ba,'. IP " OP re'Iiatration " yes varies no cbarqes na

part due ravisit f ••s- druCj rea base~ se.
to CCCD on cost of dlrug- ••••pt TB " co••ents
Proa'I teras leprosy subsidize cbildl'.n-

druCJ feea easiel' to collect
I. lIala"i yea, DO so.e 1I0B rrs An bospital but no, eacept zero zero unknown

1I0B budqet no study for CCCD bosp. .edicine
gro"tb " nCB

9. .iCJeria not at financial aituation studies basically no aero zero unknown
Plres.Dt plaDned for foul' IIItates fees

lO. ."anda yea user feelll and charqe. fOI: yes 20r.V/ Z.I:O $660
drugs $0.23

H. S"asiland out-patient EA, PBC e5p CCCD yes IS/ aero (1/811 $t92
$O.U

12. To'Io not at feea cbalrCjod for .edici.as na .a see Table 12 see Table 12
ti.e of • • edical service• by
evaluation private providers

13. zaire yes, via be.lth bealtb zoae CJi"eQ yes va,!" ies no cbal:'Ies na, studies sbow
bealth autonoay tG est. cost rec. $0.)]-13 .ost successful
zonttS sylSte.a to fit local condit. " so.e- zoaes fiaanciaq

GOZ only pays salaries ••dicine to ao\ OP costs

lIotes: 1. CP = Co••ueity Pal'ticipatioD
2. EA ~ Equity of Access
l. PRC = Pri.ary Bealth C~r0

4. FFS = Fee-for-Sel'vice
5. swaziland health eKpeaditul'e iafor.atioa includes 8apenditures for "ater and sanitation activities,

tr.ditionai bealers, otber pri".te sectolr secvices, 1I0B, " other 'JoverD.ent a'Iencies.
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Table 12: An Analyses of the Emp;ri~~l Evirlence About Financing
CCCD Project Activities from Evaluations and REACH Product Studies:
Comments on Fees, etc.

Country

1. Burundi

2. Central African
Republic

3. Congo

4. Cote d'Ivoire

5. Guinea

Comments

There are three sources of individual health service
financing: a) fee-for-service at government facilities,
b) drug fees at pharmacies, and c) annual health
insurance card fees. In addition, the government
provides a form of social security health care coverage
for civil servants. The government is under extreme
international pressure, particularly given the 1987 IMF
Stand-By Agreement.
The government is considering the idea of alloving
each facility to retain locally raised revenue.

At tvo government facilities fees are 3 levied for
curative services, mainly in-patient care. At one of
the tvo, fees are not collected or recorded. At
others, fees are lover and retained at unit and more is
collected.
At a mission hospital and related rural units, a
prepaid preventive plan exists and fee-far-service for
in-patient and out-patient covers large share of
recurrent cost.
Experience indicates a villingness to pay for quality
health care and that user fees can cover a large share
of the recurrent cost.

ORS is rarely purchased. There is disincentive for
Doctors vho make money vhen IVs are used.
The country has experienced great economic hardship
since 1985 vhen the price of oil dropped by more than
50%. This has meant that government revenue has fallen
as well and the HOH budget has been cut by about 50%.

Check with Vorld Bank

Fees are just being implemented as of 1987 and are
supported by Yorld Bank and the African Development
Bank, in addition to the CCCD Project.
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6. Lesotho

7. Liberia

8. Halavi

9. Nigeria

In-patient and out-patient fees are regularly
collected.
At some centers well baby visits cost H 0.5 ($.22).
Immunization cards are often sold for up to H 1.5
($0.69/1986 exchange rate). Funds are retained by
local health administrations. but amount collected is
not known though it is known to be used locally.
Potential exists to charge fees for both a birth
record card and well baby visits. However, the price
elasticity of demand for such services is unknown.
Potential for a study exists vhere fees are charged
relative to whe~e no fees exist. Rough calculation
suggests that modest fees of H 1.0/birth card and H
O.S/well"baby visit collected from 75% of mothers
could generate about H 225 thousard, or about 50% of
the recurrent cost of the CCCD program, not counting
potential fees for ORS.

Out-patient fee schedule has a small registration fee
which varies between hospital and clinic and age of
patient.
Also there is a repeat visit ~ee which similarly
varies. Under five years of age the fee is $0.25.
In-patient fees also exist and are based on services
provided.
Drug fees are based on cost and vary from $0.25 per
course of treatment to $1.00. No fees are charged to
IB and Leprosy. Immunizations charged a registration
fee only. No fees are charged if referred to hospital,
etc. All fees are deposited in the government treasury
until a local financial management system can be
developed.
Fee system is simple and has few loop-holes. Present
fees cannot recover a large share of cost of preventive
services.
The system is more equitable given discrimination
according to age and disease.
There are some development projects where third party
payment for health care services exists, i.e. firms.

HOH fee for 1 kvaon~ ($.50) vas rescinded in 1986 by
the HOH.

Fees are being considered as one of a number of ways in
which health services, including those of ecce,
financed.
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10. Rwanda

11. S~aziland{l)

12. Togo

13. Zaire

It is estimated that 7% of the operating costs of
government health facilities is covered by revenues
from fees.
In 1986 the government allo~ed local communes to retain
government health center revenues at the local level.

Government revenue increased by 6.3% per year over
1980-86 period, and 3.4% per year over the 1980-83
period.
Th€'~ figures indicate a buoyant revenue structure,
particularly since the introduction of the sales tax in
1983.

The government has agreed to implement a self-financing
system to recover costs of chlorocuine and kerosene for
refrigerators.
The system is to be based on vaccination card sales via
village development committees and chlorocuine sales
via TogoPharma outlets.
Chlorocuine is to be sold at cost including transport
and cards will cover cost of kerosene on a four year
phased basis.

Fee-far-service is widely used in country as
a primary cost-recovery method. Other cost recovery
methods employed include prepayment and third party
payment by firms for their employees. Some preventive
servic~s, such as arte-natal and young child care,
charge fees equivalent to out-patient care. Post fees
are charges on a per episode basis. Medicine is
sometimes included in the initial fee and sometimes is
additional. Hospital fees are on a per service basis
and greatly vary from zone to zone.
It is considered inappropriate to charge for
immunizations due to adverse impact on demand, but fees
are levied on cholorocuine and ORS although they vary
substantially.
External contributions via NGOs and the GOZ each
provide about 15% each of the total capital and
recurrent cost of zones.

NOTES: 1. Swaziland health expenditure information includes
expenditures for ~ater and sanitation activities, traditional
healers, other private sector services. MOH and other
government agencies.
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Rwanda, Swaziland, and the ten health zones in Zaire). The amounts raised
varied from the substantial share reported for the ten health zones in
Zaire of at least 80 percent of the total recurrent cost (not including an
allowance for depreciation and expatriate personnel), to a low figure of
about seven percent in Rwanda, as reported by Shepard, Carrin, and
Nyandaga~i" (1987). In Burundi, it was estimated that fees comprised 19
percent of total expenditures on health in 1986.(42) In three major towns
in the Congo it was reported that the revenue from fees comprised 54
percent of the amount allocated by ~he government to the CCCD project. In
FY 1986 in Lesotho, the amount collected from fees was nearly ten percent
of the recurrent MOH budget and in Swaziland in 1985, fees comprised over
40 percent of total health expenditures in that country. Even allowing for
the fact that these figures may not be completely accurate, they indicate
that once fee systems are established, fee systems can generate a sizeable
share of the cost of providing health care, including CCCD type services.

There remain a number of fee system issues regarding:

a) the structure of feesi(43]
b) the capability for estimating revenue given a fee structure;(44) and
c) many other related technical points and issues.

Certainly these issues are relevant when one is attempting to maximize the
revenue and address the equity aspects of fee systems. However, given the
present state of the development of health financing systems in the CCCD
project countries in March 1988, as has been reported in this paper, it is

(42) It is ~stimated that either direct fees or health insurance
reimbursements cover about 25 percent of the cost of rural hospitals and
health centers in Burundi in 1986. See Elca Rosenberg, 1987.

[43) See the study by Marty Makinen and Steve Block, "Pricing Cost
recovery in Primary Health Care in Guinea," December, 1986; Ricardo Bitran,
et al., Zaire: Health Zones Financing Study, 1986; Ricardo Bitran, Review
of Demand or Health Care Services, 1987; Dayl Donaldson and David Dunlop,
Ethiopia Vorld Bank Report, 1987, for discussion about the specific issues
of a) whether it is better to establish fees on a per visit or per illness
episode basis, b) how to allow exemptions or fee reductions when the
illness has negative social externalities as in the cases of IB and leprosy
for example, c) how to structure allowances for the medically indiger.t) d)
whether there are different behavioral responsiveness to fees by different
population subgroups such as chil~ren vs. adults. e) wh~ther time price
differentials between potential constlmer~ should be addressed in the
establishment of money prices, f) what mix of services can be packaged
together to reduce the drop off in the repeat visits for immunizations, g)
whether one type of health care service should be cross-subsidized by
another service, and if so, which ones and how much, h) how one should
estimate the price elasticity of demand for various forms of health care
services, etc. A number of the same issues uere raised by those involved
in the economic component of the country-specific project evaluation
studies conducted on each country from 1984 to 198. For the detailed
recommendations, see Appendix C.
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important to address these issues in situations where fee systems have a
high likelihood of making a difference in the financial sustainability of
publicly operated health facilities ~nrl related CCCD services.[45J

The analysis presented in this paper of the health financing situation
as it exists in CCCD project countries suggests that other studies might be
more fruitful in certain contexts at the present time. At this time it is
important to monitor all examples of cost recovery systems by using a
standard management information system which might be developed for broader
use by the CCCD project in monitoring the progress of the entire
project. [46)

(44) See one revenue estimating model prepared by Randy Ellis which has
been used in Kenya, 1987.

[451 The work of Shepard, Crlrrln, amI Nyandagazi, 1'1R7, (1l1d Ritrem tIl

Zaire, 1988, represents good examples of the work required and where the
location is appropriate.

[46JBoth the work by Taryn Vian, 1987, in Zaire and the effort of the
Asia/Near East Bureau, via the REACH Project, 1987, to standardize the
reporting of health project costs represent examples of potential
information systems which could be used to develop more cJnsistent
information.
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VI. A REVIEV OF HEALTH CARE FINANCING OPTIONS

The available information presented in Table 1 about health financing
options agreed upon by CCCD countries and AID in their ProAgs shows that
two financing options were considered feasible for implementing in the CCCD
country-specific ProAgs: a) central government financing and b)
fee-for-service. Yhile most CCCD country agreements addressed the health
financing problem, and specifically the responsibility of governments to
participate in the financing of the CCCD project services, a number of
other financing options can at least be theoretically considered. In
addition, each option, including those which already have been included in
country project agreements, theoretically can be implemented in many
different ways depending upon information about a number of specific
issues.

In this section, the various health financing options are
presented(47 1. These are organized for purposes of analysis into three
groups: a) private options, b) community financing options, and c)
social/governmental options. In addition to describing each option, an
analysis is presented of the criteria for determining the feasible set of
health financing options which could be used to finance not only CCCD type
services, but all health services. Finally, an analysis is provided of the
experience to date with health financing in the CCCD project countries,
focussing particularly on how each of the financing options have
contributed to the financial sustainability of CCCD projects.

A. Available Financing Options

In Table 13 the health financing options which have been reported in
the literature are presented. The varied nature of the list of options
suggests that the potential for diversity in financing health care is
substantial. To the extent that information exists about how health care
is financed throughout the world, it de facto supports the potential
diversity referred to ~bove, with some countries reporting a large share of
health services being tinanced by private fees-for-services to others
primarily being financed by direct government support, to other countries
having large health insurance programs in place either financed by workers
and employer contribu~ions or some other general tax r~venue source. [481

147) For earlier discussions of health financing options, see Zschock,
1979; de Ferranti, 1985; Dunlop 1983bj and the Yorld Bank 1987.

[48] de Ferranti, 1985; Dunlop 1983; National Health Insurance Resource
Book, 1976; OECD, Financing and Delivering Health Care: A Comparative
Analysis of OECD Countries, (Paris: OECD, 1987); and Milton and Ruth
Roemer, Comparative Health Services Study, 1983.
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Table 13: Health Financing Options and Related Issues

A. Private Options

1. Fee for Service

2. Fee for Service Coverage (Insurance)

a. Paid Fully by Individual/Household
b. Co-financed by Employer (see below)
c. Co-financed by Society via Government (see below)

3. Private Philanthropy

a. Domestic

i. Individual Gifts
ii. Community Raised
iii. Backed hy Religious Group or PVO (NCO)

b. International

i. Individual Gifts
ii. Religious Group or PVO

B. Community Financing Op~ions

(Decisions made by local decision makers for a local ccnstituency)

1. Fee for Service

2. Drug Sales

3. Personal Prepayments

4. Production-based Prepayment

5. Income Generating Schemes

6. Community Labor

7. Individual Labor

·8. Donations and Assessments

9. Festivals, Raffles, etc.
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C. Social/Governmental Financing Options

1. Direct Budget Allocation From Given Revenue

2. Direct Budget Allocation Along Uith Increased Revenue
(Generally From Taxes)

3. Improve Resource Allocation Uithin the Publicly Operated Health
Sector

a. Alter the Structure of Public Subsidies Across

i. Facility Type
ii. OYnership Type i.e., Public, Mission, and Private
iii. Program i.e., Preventive (individual patient

related as yell as services provided on a social
basis such as health education and water and
sanitation services) and Curati~e

b. Change Incentives for Management of Facilities

4. Reallocate Resources Across Sectors to Enhance Health
Improvements e.g., Uater and Sanitation and possibly Housing

5. Support the Development of Social Insurance Programs

a. Individual Private Employer Based
b. Social Security Type Program
c. Cooperative Based

This set of financing options has been developed with the
assistance of the following articles and documents: de Ferranti,
1985; Stinson, 1982; and Donaldson and Dunlop, 1987.
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i. Private Options

As is presented in TAhlp 11, thpre Are A numher of privAte payment
mechanisms used to finance health care services throughout the world. They
range from individual user charges for specific services received, through
var'ous forms of private health insurance, to private philanthropy.

Prior to the 1980's, it was not widely appreciated that a primary
source of financial support for health care delivery in many countries
appears to have been private payments for care rather than government. 149J

In addition, for countries where this share has been monitored over
time, it appears that the private payment share has grown ISO ).

As has been noted above, the CCCD project countries were typically
asked to study and then implement one of these alternatives, principally
user charges, as the preferred cost recovery mechanism alternative to
government support via tax revenues and budget allocations. Yhile this
financing mechanism can and ·has been used to finance a certain share of
health care where the benefits of the receipt of the care are readily
discernible to the individual or his immediate household, it has generally
not been seen as the way to achieve social objectives of increasing
coverage of immunization services (an important service component of the
CCCD project) to the point where social benefits (in the form of positive
social externalities) can be realized. ISl ) From the perspective of
achieving social welfare objectives, both the poor and the non-poor alike
have a tendency to under-consume those services (or goods) for which they
see no immediate benefit from the act of consumption.

[49) See the data presented in de Ferranti, 1985 for information from over
fifty countries throughout the world on the estimated private share of
total health expenditures. He found that in twenty of the fifty-two
countries in his sample the private expenditure share was over fifty
percent of the total and that in thrity-eight of the fifty-two countries
private expenditures comprised a share greater than twenty-five percent of
the total. See also the data presented in Annex Table 7, in the Yorld
Bank, Health Sector Policy Paper, (Yashington D.C.: Vorld Bank, February
1980).

[50) David Dunlop, one of the authors, has personal knowledge of this trend
in Uganda, Sudan and Tanzania.

151) Zubkoff and Dunlop, 1974; Herbert Klarman, 1965; Burton Yeisbrod,
1961; John Cullis and Peter Vest, 1979, pg. 34; de Ferranti, 1985,
pg.44-45; Charles Griffen, 1987, pg. 14-16; Randy Ellis, 1987, pg.7; and
Vorld Bank, 1987, pg. 27. In a recent critique of an earlier draft of this
paper Makinen suggested that " ... externalities resulting from CCeD services
are not great. This argues for charging for CCCD services along with
curative services." (pg. 4, 1988). It is curious that the evidence on
which he based his unique conclusion was not presented. All of the other
persons cited in this footnote have suggested that immunizations
represent the classic case where fees should not be charged precisely
because the identified social benefits which have accrued to a number of
high income countries, including the U.S. which Ueisbrod in his classic
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However, a temp~ring influence may exist under certain circumstances.
For example, just because under-consumptior. may occur, it is conceivable
that in some situations, which mAy exist in one or more of the eeeD
countries, the revenue from fees charged may enable more people to obtain
immunization services than would be the case if no other revenue options
were implemented. This possibility may be reality in parts of eCCD project
countries where immunization coverage is very low. In addition, for those
who ar- not so affluent (a relative term depending on the specific context)
under-~onsumption also occurs due to the lack of sufficient income in the
household. Thus, for those CCCD services where there may be a direct
discernible benefit to the individual or the immediate household, as in the
case of ORS and malaria prophylaxis, user charges may still not be a
sufficient source of financing by itself., simply due to the fact that the
indigent will not consume enough to realize the potential benefits to
themselve~ as well as realize the social benefits which would accrue to
society as a consequence of wider coverage and greater service use.
However, consumer education can be employed in a situation where
under-consumption is occurring in order to increase consumer awareness of
both the individual and societal benefits which accrue from individual
consumption decisions. (52

)

Finally, user charges or fee-for-service (FFS) only raise local
currency. As was discussed in the previous section, one of the ~rincipal

macroeconomic problems facing nearly all ceCD project countries, is the
general shortage of foreign exchange in the economy as a whole and that
adversely affects the availability of certain key resources in the
provision of health services, namely dru~s and other medical and logistics
supplies required to sustain the delivery of CCCD and other health services
in the countries involved in the CCCD project. (53

) To the extent that there
are external sources of foreign exchang1e funds or that a larger share of
the necessary resources to produce health care services including CCCD
services become available via local sources, the system developed for
providing these services to the people of the various countries can be
sustained. It is recognized that one of the important roles of the CCCD
project manager is to make a convincing case to the Ministry of Finance and
other sources of revenue that such additional resources are required.

study, 1961, quantitatively estimated as a consequence of attaining high
immunization coverage.

1521 More operational research is needed on the extent to wllir" IW;11," ~'<lre

education can increase the demand for both curative and preventive health
care services. See Donald Sheperd and Logan Brenzel, "The
Cost-Effectiveness of Health Ed\lcation in Developing Countries," 1985.

[53] David \1. Dunlop and Mead Over, "Determinants of Drug Imports to Poor
Countries: Preliminary Findings and Implications for Financing Primary
Health Care", in Alan Sorkin ed., Human Resources in Economic Development,
(JAI Press, 1988 forthcoming).
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Several eeeD countries have various forms of individually subscribed
health insurance plans which have emerged in the last few years. Bitran et
al.(54) has described how two individllally subscrihed plans work in two
health zones in Zaire. The Burundi project evaluatiori briefly describes a
health insurance program available for rural households since enactment in
1984 (an insurance card is purchased), for which an annual household fee
will provide all forms of health care to the holder. The Swaziland midterm
evaluation also reports that about 3 percent of the total recurrent
expenditures on health care is financed by health insurance, but does not
describe what type of insurance plan it is, how it operates, or who is
enrolled. Other African countries are also beginning to have experience
with various forms of health insurance, which, for the most part, are
individually subscribed or operated by individual firms or groups of firms
for their own employees.(55) At the present time, it does not appear as if
any eeCD project activity or service has been included within the context
of any health insurance plan in the project countries. However, it would
appear that efforts in this direction may expand rapidly in the next decade
as more organizations and groups become involved in resolving health
financing problems throughout the world.

The most important rationale for considering health insurance as a
means for financing health care, including CCCD project services over time
is that most people generally prefer to pay a small but certain sum on a
periodic basis into a fund which they can then draw on when required,
rather than risk the possibility of an uncerta;n but possible large
financial loss at some undefined time in the future. [56) However, there
are at least three problems which health insurance programs must address.
The most important economic problem with individually subscribed health
insurance programs is the problem known as adverse selection, where only
those individuals or households who have information about or suspect that
their health status is poor enroll for the program. Vhere this phenomenon
occurs, the financial basis upon which the insurance premium has been
established is clearly eroded.[57 1 In addition, it is well known that in
more affluent countries, those who are medically indigent typically are not
enrolled in such insurance programs due to their inability to finance the
premium, even though they may be aware that it is important for them to be
enrolled in such a program based on the adverse selection argument raised
above. Finally, where a health insurance benefit package is not designed
to include small but positive fees (deductible clauses) and possibly a

(54)R. Bitran et al., Zaire Health Zones Financing Study, REACH Project
Study, (Arlington, VA. John Snow, Inc., 1987).

[55) Such countries include> i'lt lE'n~t Ethiopia, Kenya ann Sudan.

[56) The fact that a number of savings and investment societies have
developed and flourished in Africa provides additional supporting evidence
that the general risk averse behavior observable in many societies is
prevalent in Africa as well. For further information on this point, see
the discussion on cultural and social feasibility later in this section.

[57) For a more complete analysis of a similar health insurance program and
the issue of adverse selection, see Dayl Donaldson. Nepal Study, 1982.
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modest co-insurance component, there is a tendency for those who are
enrolled in a health insurance program to over-consume (or engage in the
behavior known as moral hazard) due to the fact that the price to the
co~sumer at the point of consumption is lower than would otherwise be the
case without insurance.

Yith the exception of instances of the 1984/5 drought in Ethiopia,
forms of international and domestic philanthropy have generally not been
encountered as a major form of health financing. It is generally assumed
that such assistance is available for some types of initial capitalization
but that it is not widely used as a means by which recurrent costs can be
financed on a regular basis. However, this form of financing is more wide­
spread than initially believed. For example, in two countries where
Islamic institutions dominate, i.e., Sudan and Pakistan, it is customary
for the more affluent individuals in each community to be invited by those
who operate health facilities to be on an informal board of directors of
the facility and receive periodic requests from the facility to support it
by financing both recurrent "items such as supplies and medicines as well as
capital items such as equipment and ward remodelling and/or replacement.

In the case of Sudan where other forms of financing have been
curtailed for a variety of governmental and social reasons, it is not
unusual for hospitals to raise over 50 percent of their recurrent costs by
contributions and gifts and virtually all of their foreign exchange
requirements as well from individuals and friends living outside the
country. [58) In the case of Pakistan, besides the more formal form of
Zakat or social welfare fund at the local level, there is a locally raised
fund from the more affluent which is used to pay for ne~essities of the
hospitals and for any indigent care which is otherwise uncovered. Yhile
these sources of funds may not appear to be reliable in the longer term, at
least in the case of the aforementioned countries such activities have been
a part of health care financing for a long time and they appear to raise a
sizeable share of the financial resources necessary to operate the
facilities, although the exact amounts are not presently known. Additional
research is necessary in order to ascertain the extent of private
philanthropy throughout the countries in which CCCD project activities
exist, how it might be used to support such activities, and ascertain the
extent to which it can be relied upon.

In the countries where the CCCD project is active, it would also be
important to learn the extent to which religious mission activity is
another source of philanthropic support for the services embodied in the
CCCD project. There is evidence to suggest that in countries such as
Zaire, Rwanda, Burundi, Togo, Liberia, CAR, Malawi and possibly Nigeria,
Lesotho and Swaziland that both PVOs and religious groups have operated
health facilities and/or ~hilrl ~llrvivAl type progrAms for a ]onR time Rnrl
are interested in providing CCCD type services to d~tilled population groups
and each of these religious groups receive at least partial assistance for
op~rating their facilities and services from both domestic and

[58) David Y. Dunlop, "Selected Notes on Financing Health Care in Sudan,
Circa 1987." Paper prepared for the World Bank Health Sector Review,
February/March 1987.
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international sources of giving.[ 59 1 It is also significant that some of
the most innovative forms of cost recovery systems, including examples of
both health in~llrance and FFS (fee-for-service) have been implemented by
religious organizations at their health facilities or for their outreach
health programs.[ 60 1

ii. Community Financing Options(611

There are a numbeL of alternative locally based community health
financing mechanisms ~hich have also been used in a number of countries.
These options are listed in Table 13 and include such activiti~s as drug
revolving funds, donated labor, and community raffles. The experience ~ith

such health financing methods has been analyzed by Stinson (1982 and 1987)
and that experience is summarized below in t~o tables reproduced from
Stinson's ~ork (Tables 14 and 15). ~ithout revie~ing in detail the
information presented in Stinson's summary tables ~hich provides an
evaluation of these financing methods, it is useful to focus on several
aspects of his and others (refer to footnote 14) experience and findings
related to these alternative mechanisms.

First, Stinson dra~s the distinction bet~een those community financing
Mechanisms ~hich can, if implemented and managed ~ell, provide a regular
and generally uninterrupted flo~ of revenue for recurrent cost financing.
These methods include:

a) FFS;
b) drug sales;
c) personal prepayment;
d) production-based; a~d

e) income generation.

The other four methods which Stinson identifies, are considered as
providing periodic financial assistance, and often are appropriate as a ~ay

for financing certain capital costs as in construction or renovation of
buildings or to finance the initial cost of acquiring certain equipments or
an initial stock of drugs. 1621

[59) Dunlop, 1983; Rosenberg, 1987; Bitran et al., 1987; Levin and Yeaver,
1987; Bekele et al., 1986; Shepard, Carrin, and Nyandagazi, 1987; and AID/V
PVO Office for Child Survival.

[601 Bitran et al., 1987; Levin and ~eaver, 1987; Bekele et al., 1986;
Shepard, Carrin and Nyandagazi, 1987.

[61lThis section draws heavily on the work of Yayne Stinson, 1982 and
1987, and is supplemented from comments provided in the work by de
Ferranti, 1985, and Cross et al., 1986.

(621 Refer to Appendix Tables in Appendix D for a more in-depth review of
these and other issues.
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Table 14: An Analysis of Alternative Community Financing Methods in Terms
of Their Equity Adjustment Capability Related to Income Differences
and Risk Sharing (1)

Adjustments [or Income
Differences

Risk Sharing
Capability Some Little None

Major Risk Sharing - personal prepayments (2) - donations/assessments - individual labor (4)
- income generating - festival/raffle

schemes ticket sales
- community labor

Some Risk Sharing - personal prepayments (3)
- production-based

prepayments

No Risk Sharing - Fee-for-Service - Drug Sales (2)

Rotes: 1. Analysis based on Stinson (1982).
2. Drug prices are generally not reduced for those with low incomes,

although other funds may be made available to provide special support for
such individuals or households.

3. It depends how the mechanism i'9 established. If additonal fees
are levied at the point of service use to the individual, then
risk sharing is only partial.

4. While this mechanism has not been implemented in such a way as to
adjust for income difference, it is theoretically possible for
such adjustments to be buit in to account for income differences
amongst individuals in th~ community.
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Table 15: Cross Tabulation of Sources and Uses of Community Financing

SOURCES

Raffles.

Financing
Festival s.

Service Drug ad hoc Cos t Shari ng. Revolving
Uses Fees Sales Assesslllents Volunteer Labor Funds Cooperative SUlll1lary

Drugs Benin. OooJinica Oo.i'linica India Benin. Brazil (Lassner)
Brazil liberi.J li berh. Zaire. Dominica.
(Lassner) • Mexico. Phili ppi nes Libert a. Mexico
lai re Phl1ippines. Thailand Philippines. Somalia

Somdlia. Tha il and. India
Za ire.
Thailand

Construc t ion; Brazil Brazil (Lassner)
maintenance (Lassner)

Super~ision Benin. Zaire India Benin. Zaire. India

Curative Benin. Brazil Thailand India~ Benin. Brazil (Lassner)
Services (Lassner) Bolivia Zaire. India. Bolivia

Zaire (Mill er) (Miller). Thailand

Preventive Benin. Brazil Thailand Haiti Benin. Brazil (Lassner)
activities (Lassner) • Zaire. Thailand, Haiti

Zaire

Capital1za- Dominica. liberia Phil ippines Dominica. Liberia.
tion (or loan) Phili ppi nes Philippines

CHWs Benin. Zaire Bolivia Haiti India Benin, Zaire, Bolivia
(Gonzalez) (Gonzalez) Liberia,
liberia Phil i ppi nes
(unsuccessful); Swaziland, Haiti. India
Phi li pp i nes
(unsuccessful );
Swaziland

Sanitati on/ Thailand Haiti, Thailand, Haiti,
Nutrition Phili ppi nes Phi 1i ppi nes

Summary Benin, Dominica. . liberia Thailand, 80li- Dominica. India. Benin, Brazil (Lassner)
Brazil Liberia, Philippines via (Gonzalez) Liberia, Bolivia Dominica. Liberia
(Lassner) , Mexico. Brazil Phili ppi nes. (Miller) Mexico. Phili~pines,

Zaire Philippines, (ltassner) liberia, Thailand, Phili ppines Somalia, Thailand,
Somal ia. Zai re PhilifPi nes, Haiti Bolivia, Swaziland
Thailand Swazi and Haiti, India. Bolivia

(Miller). (Gonzalez)

Source: Stinson, et. al •• 1987.



Second, in Table 14, an analysis is presented, based on Stinson's 1982
a~alysis of alternat~ve community financing options, which defines the
impact of each of these financing methods in terms of two equity
attributes: a) differential financial access based on income and b)
whether financial risks are shared across the population relative to
benefits. This analysis shews that of the nine mechanisms included, only
two, fee-for-service and drug sales, do not have a risk sharing capability,
with the obvious exception being intra-household transfers from parent to
child.

Further, there are only three with no capacity to adjust for income
differen~es between potential community beneficiaries. However, in t~o of
the th~ee cases, adjustments can be made to account for that iSSue if that
method is implemented. For example, in the case of drug sales, an
additional fund can be created for those individuals and households who are
medically indigent. Similarly, individual labor donations to the provision
of health care can be coordin~ted to allow for individual slack time,
account for the time contribution ~ifferences amongst individuals according
to the differential skill contributions, as well as allow for the
possibility that an individual might make a larger financial contribution
instead of a certain amount of labor. Even contributions from festival and
raffle ticket revenue can be modified &ccording to income differences by
establishing informal mechanisms which indicate that the more affluent make
an additional contribution as well.

Three community financing mechanisms, personal prepayments (health
insurance), inc~me generating schemes as in the case of profit
contributions to health care from a community owned cooperative, and
community labor projects sur.h as in the construction of a rural health
cent~r, have both income adjustm~nt features as well as providing for risk
sharing a~ross members of the population. Thus, from the perspective of
these two attributes of equity, these three mechanisms are the only ones
vhich should be implemented.

It is instructive to ascertain which types of community financing
activities have been implemented and what has occurred. According to an
eaLlier analysis conducted by one of the authors and based on Stinson'S
earlier study (1982), thirty-two health projects had been implemented
throughout Africa between 1960 and 1980 which had been identifi€j as having
a community financing component (six were listed as being from CCCD project
countries).163) Of those thirty-two rrojects, eighteen had employed a
fee-for-service system, fourteen hac introduced a drug sales program, three
had experimented vith personal pre?ayment, and two had implemented a
production prepayment scheme (more than one mechanism had been implem~nted

in nine projects and in five cases no specific financing mechanism wus
indicated). In the six prnipcts identified in reeD project cr'!ntrip~, four
FFS mechanisms were implemented and three had developed a d~l:g sales
program, and, in one case, no financing mechanism had b2en identified.

i63) Dunlop9 1983, pg. 2024.
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In Stinson's review of the AID funded Primary Health Care Operations
Research Project (PRICOR) assisted projects (refer to Table 15), fifteen
projects had used one or more forms nf comm\lnity finAncing. Unlike the
earlier information reported above, only three had implemented FFS systems.
However, seven had initiated a drug sales program, with five incorporating
a revolving fund for drug replenishment as well. Cooperatives were
introduced in three cases, raffles and festival tickets, or ad hoc
assessments were used in three instances and volunteer labor which reduced
the cost of the project was implemented in five country projects. Three
CCCD countries were represented in the set of fifteen countries where
PRICOR had provided assistauce. In those three countries, all of the
aforementioned mechanisms were implemented in at least one country with th~

exception of the development of cooperatives.

The principal objective for the use of revenue raised via the
implemented community financing methods in the PRICOR assisted projects was
to finance drugs, with community health worker (CHV) compensation being the
second most frequently mentioned item. It turns out that the method most
frequently used to compensate CHVs was to use volunteer labor. This method
did not always work due to competing claims for labor time during critical
agricultural activities such as land preparation, planting, weeding, and
harvesting.

In the case of financially supporting preventive health activities
including immunizations, the most frequent source of community financing
employed was the introduction of fees. One of the countries where this
method was employed was Zaire where it has been reported that health zones
typically use fees for financing all forms of health care services and
where it is reported that the share of recurrent costs covered via such
payments is reported to be high, perhaps as high as 80 percent.(64)

Finally, Stinson in 1982 concludes his review of such mechanisms by
stating, "community financing is, at best, only a partial solution to the
problem of health care finance, and it may be ultimately more difficult and
less productive than reallocation of government spending .... ,,(65) He
further summarizes the findings of the PRICOR assisted operations research
health financing studies with the following remarks: "In all of the PRICOR
locations •.. all but a minority of the population were ~ble to pay at least
a part of the cost of Primary health care. This (and other) 'optimistic'
findings must be tempered, however, by full recognition of the difficult
and time consuming process that researchers, community residents, and
program managers appeared to require in order to make community financing
viable. Hopes that community financing will be easy because of the large
sums that people are already paying for health care are likely to be both
self-servicing and illusory. Most PRICOR-supported managers redesigned

(64)Bitran et al., 1987, report that the recurrent costs covered include
local salaries and fringe benefits, drugs, including the value of donated
drugs, supplies, vehicles, equipment and building maintenance, transport,
food, utilities, and other miscellaneous items. It did not include
expatriate personnel costs and depreciation of capital assets.

[65J Stinson, 1982, pg. 1.
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their programs in order to make them cheaper and more attractive (to
consumers). The sort of hands-on community mobilization effort apparently
required for community financing m~y ~imply lie beyond the capacity of many
bureaucratic organizations community financing, while beneficial if it
preserves essential goods and services or makes them more accessible, is
nevertheless difficult and time consuming to establish and should not be
encouraged (or promised in project proposals) if the required level of
effort cannot be invested. Above all, the PRICOR studies document what
community organization theorists have argued to years, namely, that
community decision-making and management are critical for the
sustainability of community-based projects.,,166] To date, it does not
appear that the CCCD project has been able to invest in the community-based
financing mechanisms which Stinson suggests are required for such
mechanisms to be successful and to test the extent to which such a
mechanism can be relied upon. Some modest investments utilizing this
approach may be warranted in future CCCD project activities.

iii. Social/Governmental Options

There are three basic ways that society, generally via governmental
action, can finance priority health activities, including CCCD type
services. These include:

a) allocating a share of existing governmental resources (i.e.,
holding government taxes and other sources of revenue constant)
to the priority health activities;

b) allocating a share of governmental resources to health
activities, only after enhancing revenue via taxes or from other
sources of non tax revenue; and

c) develop various types of health insurance programs which may be
partially subsidized from general tax revenues.

There are variations within each of these three basic ways that
governments can assist financing priority health activities. In the case
of the first alternative mentioned, the implied reallocation of resources
can occur either within the health sector itself, i.e., from urban based
hospitals to rural based CCCD type services, or from another sector or
entity receiving government support, such as a parastatal corporation or
from the ministry of agriculture, to the health sector or a specific subset
of that sector, such as CCCD type services. This option also assumes that
there is no other alternative way of financing the reallocation, given
the total financial constraint fac~d by the government, i.e., there is no
external source of financial support, or the government is not able to
borrow Rdditional resonues from domp.~tic ~O\lrre.c:: vithollt ~;mply pxr~nriinp'"

the money supply and Cl:~a ling addl t 10llal 1n11<1 lloll.

The second alternative way the government can help finance priority
health activities is by relaxing the revenue constraint by imposing
additional taxes or by securing other Levenue from such sources as a share

[66) Stinson, 1987b pg. 10.
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of the profits from successful parastatal corporations. (67 ) In this case,
the additional revenue may either be earmarked to financing priority
activities or it may flow into the general revenue pool and then be
allocated to the health sector or specific activities within its
jurisdiction. There have been a number of instances in the last decade
where various countries have entertained the notion of a "health" tax, the
revenues from which would flow specifically to financing one or more
specific services provided via the MOH facilities and programs. (68 )
However, two principal arguments have been advanced against such a tax.
These arguments include: a) a flat rate tax such as a head tax is
regressive, i.e., it takes a largp.r share of a poor household's income than
from one which is more affluent; and b) the benefits of such a tax o~ten do
not flow directly back to those who paid the tax, part~cularly in
situations where the revenue flows to the central treasury, is co-mingled
with all other forms of revenue, and is reallocated at that level to all
competing claims on government resources.

Many economic and political issues are involved in determining which
of many alternative taxes could be rais~d or administered in a more
appropriate manner, i.e., with more local control over the allocation of
the revenue to competing claims for resources. These include issues of
production and consumption economic efficiency where the imposition of a
particular tax might alter the allocation of resources away from certain
production or consumption activities, such that total output or consumer
satisfaction is reduced; economic growth considerations where a tax may
reduce the time path of increased economic output; equity arguments based
on burden fairness or certain interpersonal discrimination; and
administrative control and management efficiency considerations,
particularly with respect to the managerial capabilities of governmental
decision makers. Even though these issues exist, it is possible to design
or reconfigure taxes to address most, if not all of them. Further to the
extent that the social benefits outweigh the social costs of tax
administration, a case can be made to raise government revenues via
increased taxes, which in general are reletively low in Africa.(69)

The precise evaluation of these and other considerations require a
detailed analysis by those with experience and expertise in the field of
public finance. However, several practical considerations can be reviewed
quickly in a field situation to ascertain whether a more detailed analysis
may be warranted. For example, one important concept to investigate is the

(67) The authors are aware that there are few instances where parastatals
have been financially successful in practice without some form of
government subsidy. However, the theoretical case remains valid.

(68) One recent example where a country had entertained the concept of a
"health" tax was the case of Ethiopia, where during the prior regime of
Haile Salaisse, such a tax had existed in rural areas for financing rural
based health care services. The tax had been structured as a percentage of
the "head" or poll tax and had been levied at the time of selling the
harvest.

[69) Refer to the section on public finance and Tables 2 and 6.
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concept of tax buoyancy. This term is used to define the relationship
between the revenue raising capability of a total tax structure in
comparison with the growth rate of the economy as a whole. 170J If one can
ascertain that the share of government revenue as a proportion of GDP is
increasing over time, one can say that the tax structure as a whole is
buoyant, such that, over time, if the economy is expanding, the government
can more easily finance a set of preferred activities than it might
otherwise be able to do. Thus, a buoyant tax structure is preferred in
cases where the economy is growing, a~d, vice versa, in instances wh~re it
is not.

Another example of an analysis which can be quickly conducted in a
field setting is to review whether tax revenue from certain taxes has
increased after tax rates have been increased. There are many instances
where a new tax has been imposed or where an existing tax rate has been
increased but where revenue has not increased. One of several phenomena
may be occurring in such situations. Tax avoidance or the development of
parallel markets may occur .. These phenomena can be monitored relatively
easily by visits to key markets and stores and to certain key border
crossing points. The point of this review is to ascertain whether the tax
or its increase will create more administrative burdens on the government
than what the revenue yield may be.

Finally, for persons concerned with the health sector, it is useful to
review the specific excise tax structure and revenue collections on such
items as cigarettes, other tobacco products, a~d alcoholic beverages. It
has been clearly demonstrated that there are significant adverse health
effects associated with each of these substances, and the consumption of
these i'ems cost countries substantial sums of premature medical
expenditures for those persons who choose to consume, as well as losses in
production due to premature death and disability. Tax rates on these items
should be increased to the extent that the tax rates do not result in
increased parallel market activity in these items and corresponding
declines in tax revenue. Finally, to the extent that any tax increases
reduce the consumption of such items, it will reduce the drain on the
country's sup~ly of foreign exchange necessary for the importation of othe~

items.

It was identified above that the government has a third option for
financing health care; the development of one of several forms of health
insurance. In tle Latin American region many governments hdve.developed a
30cial security ~ystem which finances not only health care for its
beneficiaries, but also, and more importantly (in terms of the flow of
funds), finances such benefits as pensions, unemployment insurance, and
workman's compensation.171 I Such a system is also common in other countries
in the world, including tho~e in the Middle Rast.

(70) This concept can also be used to analyze any specific tax or set of
taxes under consideration for improving government revenue.

[71} Zschock 1979 and 1982.
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Generally, social security systems which finance health care services
as well, are financed by periodic deductions from the salaries of ~orkers

who are employed by firms of a certain minimum size and larger, and by some
form of matching payment from the firm. The beneficiari~s are typically
those who are employed and their immediate household members. Such systems
often have established their own health facilities from which services are
provided to thos~ who are eligible. The principal services which are
covered include hospital care and other forms of ambulatory curative
medical care, although there is increasing attention being given to such
preventive services as maternal ante- and post-natal care and well baby and
child growth monitoring for household beneficiaries. Immunizations are
also being expanded as is education about the appropriate use of ORS.

As is the case with other forms of prepaid insurance plans, social
security operated health insurance systems provide for risk sharing within
the employed population. In addition, given the usual flat rate deduction
method of defining the worker contribution, such a system accommodates
income differentials by increasing the de facto premium (perhaps up to some
fixed limit) which more affluent workers pay for the health care benefits
they obtain.

However, such a system does not accommodate the health care
requirements of the entire population. Such systems do not generally cover
the rural and agriculturally based groups which comprise the largest set of
people throughout Africa a_ well as in other third world regions of ~atin

America and Asia.[72) It is typical that such systems provide care to
primarily urban based households where most large scale employment
opportunities predominate. Thus, without additional governmental effort to
expand social security system coverage and health service availability,
financial and ser.vice delivery inequities remain between people in each
countries. Such efforts to expand coverage and service availability has
only been accomplished in the mere affluent countries of Europe, North
America and Japan, and, in most instances, with a correspondingly laLge
commitment of socially available resources. (73 )

It should b~ mentioned tpat there is increasing interest by both
countries and donor agencies such as the Vorlo Bank and AID in socially
financed and managed health insurance systems vhich ~ould provide wide­
spread financial coverage for a selected set of l!ealth services, possibly
including those which have been made available Vid the CCCD project. At
the present time such interest has not resulted in the actual establishment
of an operational system in any poor country. However, the issue is being
actively explored by such countries as Indonesia, Pakistan, and Ethiopia,
all of whom are working out how such a plan might be organized and
implemented within the context of their own resource constraints and

(72) Examples of analysis of efforts to introduce rural based health
insurance systems include David W. Dunlop, Korea Impact Evaluation Study,
AID 1982 and docuwent from the government of Brazil, MPAS, April 1987.

(73) See OECD, 1987.
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organizational capabilities. Further analysi~ of the experience of Korea's
rural health insurance program would yield important information to other
countries considering how such a program might be implemented.

Social security systems exist in eight of the thirteen CCCD projec~

countries which have had a French colonial legacy (see Table 6 which
presents information on sources and shares of government revenue).
However, none of the country-specific studies or analyses, with the
possible exception of the evaluation and REACH-funded studies of Burundi,
mentioned this source of social service or whether it provided health care
as well. It would be useful in subsequent eCCD project health financing
work to obtain more information about these systems ~nd what they finance
in the health sector. The World Bank is reported to be underwriting a
health sector financing study which is expected to provide further
information on this and other issues.

In the discussion about social financing of health care services, an
important distinction has not yet been made between government financing of
health care services such as those provided by the country-specific eCCD
projects and government ownership of the means of providing those services.
As has been learned by many countries, it is possible to influence the
provision of health care servlces, including the geographical distribution,
mix, and quality among other important aspects, without actually owning the
means of production, as long as some financial and administrative control
(perhaps via licensing and other types of periodic review) is maintained.
Clearly, government financial support to health care providers via a
nationally organized health insurance system need not be predicated on
government assurance of full geographic coverage of the population by
publicly owned and operated health facilities. If this basic point were
more clearly understood by countries, it is likely that different
modalities of service delivery may become more widely acceptable by
government, since social objectives can be manipulated via the decisions
about how individual health care providers are reimbursed for the services
they provide. In the case of eeeD services, the reimbursement rules of the
game can be adjusted in order that private providers in many countries
would find it in their economic self-interest to provide and document that
care. In the case of Zaire, for example, it would be interesting to
determine what types of incentives, in the form of government subsidies,
perhaps in the form of additional drug import allotments, vould be required
so that health zones would expand their coverage of immunizations and the
use of ORS without requiring any additional government investment in
physical plant and equipment.

iv. Donor Financing Option

One of the jmport~nt nh;p~tivp~ of rlpvplnpmpnt ;~ to rp~~h A ~t~te

where a country can continue to expand its economy and improve tile living
standards of its people without requiring external assistance, i.e.,
realizing sustainability. Yhile it is recognized that financial
independence is only a necessary, but not a sufficient condition for the
achievement of sustainability, since it is a necessary condition, it is one
that is critical to resolve. The macroeconomic contextual analysis section
of the paper unambiguously shows that virtually all of the CCCD project
countries have experienced serious macroeconomic problems during the lives
of the cceD projects, from trade imbalances, poor and deteriorating terms
of trade, government deficits, low growth rates, poor agricultural output
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growth, increasing external debt financing problems and a lack of foreign
exchange to finance imports of all types. This analysis, coupled with
generally poor prospects for improvement in the next few years, implies
that continued donor assistance will be necessary in light of the many
other competing claims on foreign exchange allocations if eeeD type
services, which have been expanded during the existing projects, are to be
sustained to the point where individual countries can provide the financial
backing necessary to ensure continuation of the activity from its own
resource base.

If the above analysis is correct, then there are at least two issues
which remain to be resolved. These issues are: a) can external assistance
in the form of foreign exchange support for the procurement of certain
required inputs be configured in such a way to enhance countLy efforts to
improve efficiency of operation and thereby reduce the financing necessary
for sustainability? and b) can external assistance be configured in such a
way ttat domestic resource mobilization efforts for tinancing eeeD type
services are enhanced ann institutionalized to provide local currency
support in the short run ~nd foreign exchange guarantees over the longer
term?

The Africa Bureau of AID is presently launching an innovative health
sector grant program in Niger where the country will obtain periodic
trenches of foreign exchange based on the achievement of certain policy
reforms.(74) Other potential options of a similar configuration may also be
introduced in certain countries where progress has been demonstrated.(75)
Since such a large share of the items involved in operating eeeD type
projects require foreign exchange, it is clear that countries will require­
donor assistance for the foreseeable future if they will want to sustain
the eeCD type activities they have initiated.(76)

B. Criteria for Evaluating Potential Health Financing Options

There are a number of attributes of the afore-defined health financing
options to review prior to establishing a preferred set for use in
financing a eeeD type or other health care providing project. In this
analysis, eleven such attributes, cum criteria have been chosen for use in
evaluating these options. The included attributes are:

(74) AID, Ni~er Health Sector Pror,ram ~rant Proje~t Paper, 19Rn.

[75) See the evaluation of the projects which have been implemented by AID
via the Special Fund for Africa. Also review the experience of the IMF and
the Vorld Bank in achieving reforms via their lending programs to achieve
structural adjustment and resolve macroeconomic imbalances via SBAs and
EFFs. In this regard, see Justin Zulu ar.d Saleh Nsouli, April, 1985.

[761 Refer back to Table 9 which shows the extent to .Thich ceeD Projects
use foreign exchange items.
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a) revenue raISIng potential;
b) potential for generating foreign exchange;
c) ease of understanding by policy makers;
d) contribution to the efficient use of scarce resources;
e) contribution to improved equity in the sense of sharing risk;
f) political feasibility;
g) cultural feasibility;
h) social feasibility;
i) organizational feasibility;
j) ease of implementation; and
k) managerial requirements.

The financing options and the evaluation of each according to the
aforementioned criteria are presented in summary form in Table 16.

i. Revenue Raising Potential

There are several important insights which emerge from the evaluative
analysis summarized in Table 16. First, most of the options included in
the analysis have the potential for raising at least a moderate amount of
revenue. For example, in Zaire, Bitran et al., have found that a large
share, perhaps as much as 80 percent of the recurrent cost (excluding
capital depreciation and the salary and other costs associated with
expatriate ~ersonnel) of the recurrent costs of health care, including CCCD
type preventive and curative services, can be financed via user charges or
fees-for-service. It has also been demonstrated that once established and
managed properly, that drug sales and revolving funds can also finance a
reasonable share of the non-salary recurrent costS.1 77 )

It should be mentioned that while Bitran et al., have shown that user
charges have successfully raised substantial amounts of revenue for
financing CCCD and other health care services in Zaire, there are few other
examples in Africa where such amounts of revenue have been raised in public
sector facilities, except possibly in Ethiopia, wh~r~ cceD type services
are free. 178 ) In all of the other CCCD project countr1~s where evaluations
and REACH studies have been conducted, there are no other examples where
large amounts of revenue have been documented as having been raised by user
charges. However, it is important to add that user charges and/or drug
sales have contributed as one of several important sources of revenue at
both public and private health facilities in at least Rwanda (Shepard,
Carrin, and Nyandagazi, 1987), Burundi (Rosenberg, 1987), CAR (Pasnik, 1986
and Levin and Veaver, 1987), and Liberia (Bekele et al., 1986).

The only options which do not have the capability of raising modest
amounts of revenue are those which either have not been implemented often,
i.e., production-bA~ed prepaympnt or inrome genpration schpmes, or those
which only save costs, i.e., the labor contribution options. Finally, if
health activities require a large financial commitment at the outset of the
activity, it is important for the government to be involved either by

[77) Bitran et al., 1987, and Stinson, 1987.

(78) See Donaldson and Dunlop, Ethiopia ~orld Bank Study, 1987.
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committing its own funds or by working with external donors. There are a
number of examples where private initiatives via PVOs and other domestic
and international philanthropic entities have and do provide substantial
sums for certain health activities (e.g., religious organizations of all
persuasions, groups like the Aga Khan Foundation, and other wealthy
individuals such as middle eastern oil royalty). However, these
contributions primarily have been for curative and hospital focussed care.
Thus, if CCCD type services are to be developed and supported, it is
important that the principal financial support for the activities be funded
by external donors and governments, even though most governments are under
extreme economic pressure and from external financial institutions such as
the IMF and the Vorld Bank.

ii. Foreign Exchange Potential

Vhile most of the financing options have the potential for raising
revenue, few options can readily finance the foreign exchange costs of CCCD
projects with the exception of support from external donors and
international philanthropic sources. In Table 17, information is
presented which shows the foreign exchange requirements of various CCCD
type project investment and recurrent activities. Vithout exception, all
activities require at least some foreign exchange using inputs. 179 ) In
addition, to the extent that the midterm project evaluations and the REACH
studies provided information about the foreign exchange using cost
component of the various project activities, it suggests that a substantial
share, perhaps as much as 80 percent of the project cost, is foreign
exchange using (see Table 9 for the available country-specific data).(~ 'J

Vhen macroeconomic conditions are such that trade imbalances,
inflation, budget deficits and overvalued exchange rates create foreign
exchange shortages throughout ceeD project countries, it is important to
distinguish between those health financing options which can readily
provide foreign exchange support and those which cannot. Thus, to sustain
the eeCD country-specific projects, it will be necessary to retain the
external support for the project at least over the next five years, and
undoubtedly through at least the year 2000.

(79) This table (Table 17) also shows that a number of activities
require a substantial account of a con~umer's time which is not an
insignificant cost which can often alter demand behavior. In the
international literature, see Heller, Social Science and Medicine, 1982,
and Dor, Gertler, and Van der Gagg, Journal of Health Economics, 1987. In
the US literature, see Jan Acton, Journal of Political Economy, 1975.

( 80 IThe 80 percent foreign exchange share is greater than the norm for all
health care services. That figure is probably around 40-50 percent. See
David V. Dunlop, Cost Implications of Selected Health Care Components and
Programs, Paper prepared for the Health Population, and Nutrition Division
of the Vorld Bank, June, 1984.
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Table 16: An Analysis of the Health Financing Opt\~ns Accord 4ng to a Set of Evaluation Criterta

Criteria for Evaiuating Financing Options

(1) (2) (3) (4) (5)
Easy to eo"tri butes

Revenue Foreign Understand to the
Raising ExChan?e by Policy Efficient Use

Financing Options Potential Potent.al Makers of Resources Equitable 61

I. Private Financing Options
1. Fee-for-Service 1I0derate none 11 yes yes no
2. Fee-for-Service Cov~rage (Insurance) moderate none somewhat no within group
3. Private Philanthropy

a. Domestic variable 21 depends yes unclear between groups
b. International IlIOderate good yes unclear int', sharing

II. Co.-unity Financing Options
1. Fee-for-Service varhble non~ yes yes no
2. Drug Sales and Revolving Funds moderate none generally yes no
3. Personal Prep~yments (Insurance) IllOderate 3/ non~ sOllleWhat no wi tht n group
4. Production-based Pre~ayment unclear 41 possible somewhat unclear unclear
5. Inco-e Generation Sc eses unclear 4/ possible yes unclear unclear
6. Co=untty l&bcr saves cost none yes yes yes
7. Individual L&bor saves cost none yes yes yes
8. Donations and Assessments variable 2/ possible yes yes possibly
9. Festivals and Raffles SOllIe none yes yes unclear

III. Social/Gover~ntal Options
1. Budget Reallocation. no Increase

t n Revenue moderate none yes unclear unclear
2. Budget Allocation With Revenue Increase substantia1 none yes depends 51 unclear
3. Socially Managed Insurance substantial none somewhat unclear sh..res risk

IV. External Donor Assistance substantial excellent yes unclear lInclear

Notes: 1.

2.

3.

4.

5.
6.

Unless the country has an internationally convertible currency or if the country is operating a
periodic foreign exchange. there are no official ways for local currency collections to be translated
lnto foreign exchange requirements.
Variable in the sense that some cultures have a history of supporting social services via private
philanthropy and other countries and cultures d6 not.
It is assessed as 1I0derate but could be substantial if it were relatively easy to implement. which it
generally is not.
The known experience with this option is low such that it is not possible to anticipate what might be
obtained.
It depends on what taxes are involved.
Equitable in the risk sharing sense.
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Table 16: An Analysts of the Health Financing Options According to A Set of [valuation Criteria (continued)

Criteria for Evaluating Financing Options

(6) (7) (8) (9) I (0) (11 )
Feasible Requires

From a Organiz- Skilled
Feasible Feasible Social 4t1ona11y Easy to

T~~ntFinancin~ Options PoHtically culturally Perspective Feasible I.plellent

I. Private Financing Options
1. Fee-for-Service generally 1/ generally generally hard 21 no yes
2. Fee-for-Service Coverage soaewhat unclear unclear hard 21 no yes

(Insurance) difficult
3. Private Ph~lanthropy

yes if orgs yes if orgsI. Dollest;c yes generally generally yes
exist exist

b. International yes yes yes yes yes yes
..

II. Co-.unity Financing Options
1. Fee-for-service sc.ewhat depends depends hard no yes
2. Drug Sales and Revolving Funds generally generally generally hard no yes
3. Personal Prepa~nts (Insurance) sC*!What generally unclear hard no yes

difficult
4. Production-based Prepar-ent unclear unclear unclear hard no yes
5. Incone Generation Sche-es unclear unclear unclear hard no yes
6. Co..unity labor yes generally generally yes generally not lIIUch
7. Individual Labor yes generally generally yes generally not ..ch
8. Donations and AssesSlients yes yes generally yes generally SOlIe
9. Festivals and Raffles yes yes generally yes generally sOlIe

III. Social/Governlental Options
1. BYda:t Reallocation. no Increase depends on yes generally yes no yes

in venue priorities
2. Budget Allocation With Revenue depends on size yes depends on yes sOlWWhat yes

Increase of tax increase tax increase
3. Socially Managed Insurance generally generally generally with assist with assist yes

IV. External Donor Assistance yes yes yes yes generally yes

Notes: 1. This often depends on the count~'s political histo~ and whether the government has an i.plied social
contract with pUblically prov~~d service.

2. It is hard to i~le.ent and typically there is no organization to which governllents can easily turn to
.anage and control the resources collected.
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iii. Ease of Understanding by Policy Makers

In general the analysis presented in Table 16 shows that most of the
health financing options are relatively straight forward and can be
explained to policy makers without much difficulty. The only exceptions
are the various types of health insurance where the prepayme~t mechanism 1s
invoked. In addition, the organizational structures required to ascertain
coverage, manage financial resource flows from consumers and other premium
payers to providers, and set benefit packages amongst other activities,
generally requires some form of education. The actual mechanics of how
drug revolving fund~ might be established and how drugs would flow
throughout the system in relationship to the flow of financial resources
and the management of both of those flows also typically requires
workshop-like education. 181 ]

iv. Efficient Use of Resources

There are several health financing options, typically those which are
based on some form of prepaid insurance, which tend to encourage
over-consumption behavior (i.e., moral hazard). Most of ~he other op~ions

either clearly enhanc~ an efficient use of resources from a demand side
perspective, i.e., user charges, or have no obvious negative impact of the
efficient use of resources by either service providers or consumers. 182]

v. Equity

The term equity has a number of meanings and interpretations. Several
aspects of that term are pertinent in this situation. First, it has been ­
alleged that user charges discourage consumer use when the individual or
household are indigent. Vheo health care is rationed on ~he basis of money
prices, there is a tendency for those individuals with low household income
to not consume health services to the same extent as those with higher
incomes. To the extent that the medically indigent forego health care
consumption of health care services which are clearly health status
augmenting from an individuals' perspective as well as beneficial from a
social perspective, as in the case of all three eeCD type services, then
not only do interpersonal inequities r2sult, but also social velfare is
reduced due to higher morbidity and mortality and due to the associated
adverse demographic effects which accrue over time.

[811 See Cross et al., SociAl ~cienre And Hpdicine. lQS6, for an
introduction to th~ management issues encountered in the development of
revolving drug fund activities.

1821 It is important to point out that the typical present policy of not
imposing any fees on the use of health facilities or for health services
tends to also create a situation where over use is observed, at least among
those who live close to the health facility. For an early observation of
this point, see Richard Jolly and Maurice King, "The Organization of Health
Services," Chapter 2, in Maurice King, ed., 1966. See also Charles
Griffen, 1987 and ~orld Bank, 1987.
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It has been argued that if people are clearly ~illing to pay for their
health care, irrespective of price, thpn the possihle adverse impact on
health status due to insufficient health care consumption, may only be a
theoretical possibility.(83] Given this possibility as well as an interest
in more accurately estimating the health financing implications of price
chcnges, has lead to more emphasis being pla~ed on efforts to empirically
estimate consumer responsiveness to health care prices in developing
country contexts and for CCCD type services in particular.

The CCCD project in conjunction ~ith the REACH Project, has invested
in t~o studies of consumer responsiveness, one in Zaire (Bitran, 1988), and
one in Rwanda (Shepard, Carrin, and Nyandagazi, 1987). The R~anda study
found the demand for ambulatory health care from rura~ based facilities to
be rather unresponsive to price. I041 However, as both Shepard, Carrin, and
Nyandagazi as well as Bitran (1987)/ report in their reviews of the
empirical findings to date, estimates of the price elasticity of demand is
dependent on the data and sampling methods used, the choice of econometric
model employed, the underlying behavioral assumptions underlying the
econometric model used nud the variables included in the models. Bitran's
conclusion that mor~ empirical ~ork is necessary to establish what is the
service specific consumer price responsiveness is supported by the general
lack of unambiguous findings. 18S ] It is anticipated that his ongoing work
on behalf of the REACH project an ceCD activities in Zaire will positively
contribute to these empirical problems for preventive services such as
immunizations, maternal health care, and curative ambulatory care.(86)

Second, as was mentioned above, to the extent that the more affluent
tend to consume more health services (and other goods and services as ~el1)­

in comparison to those ~ith lower incomes simply due to a higher income, an
equity issue remains due to the interpersonal differences in budget
constraints regardless of the ~illingness to pay by the poor. Further, as
~as reviewed earlier in the document (see the section on the macroeconomic

(83) The empirical efforts of Levin and Veaver, 1987, in the Central
African Republic on behalf of the CCCD and REACH projects tend to support
this perspective, as does the ~ork of Sheppard, Carrin, and Nyandagazi,
1987. Similar findings also appear in the evaluation efforts by Beke1e, et
a1., (Liberia), 1986.

[84) Shepard and his colleagues found that the price elasticity of demand
for rural facility based ambulatory health care in R~anda ~as -0.13 (August
1986 draft of January 1987 paper). Their reported findings in the final
draft, dated JAnuary 19R7, suggpsted that the prire elasticity of dpm~nrl to
be -0.25, and based on a statistically significant estimated coeflicielll.
The results are reported in Table 10 and on page 60 of their 1987 version.

185] Ricardo Bitran, "Health Care Demand Studies in Developing Countries:
A Critical Revie~ and Agenda for Research," paper prepared for the REACH
Project, February 1988.

[861 See Ricardo Bitran, "Health Care Demand Study in Zaire, 1988", REACH
Project statement 0: the study's goals, methods, and research questions,
February, 1988.
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situation in ceCD countries) income levels in most CCCD countries have
remained static at best and actually declined in some. This trend in
mac~'oeconomic performance implies that theLc are undoubtedly a number of
households in each country ~here income has decli~ed. Vhat is unkno~n is
the extent to ~hich this decline in income has reduced utilization rates of
all types of health care services as ~ell as those provided via CCCD
project assistance. Thus, besides obtaining estimates of the extent to
~hich price changes affect the consumption of CCCD services, it is also
important to ascertain service specific income elasticities of demand as
~ell. To date the effect of income changes on health service consumption
and the related equity implications of those changes has not received the
same attention as has been focussed on the impact of price changes.

Third, another equity attribute ~hich deserves mention is that of risk
sharing. To the extent that the medically indigent have a poorer health
status ~hich may imply a greater need for medical care if medical care is
allocated on the basis of fees-for-service, a L'egressive situation exists
~here those ~ho are likely to require more health care due to their poor
health status must pay more of their income for it than those not so
unfortunately situated. (This ~ould be true unless fees ~ere adjusted
across individuals or households to equal the same share of income for
each.)187 1 Most of the other alternative financing mechanisms presented in
Table 16 embody risk sharing as a component of it. It is important to
point out, ho~ever, that ~here fees-for-service are employed for revenue
purposes, various methods are used to discriminate between the medically
indigent and others ~ho might be able to pay for their care. It is
possible to use several different forms of means testing to allocate free
care to adJust for the regressivity ~hich exists ~hen fees are
employed.! 81

187) See the US specific data from Dunlop, Revo, and Tyschen, The
Effects of Changing Economic Conditions on Health Status, final report
under Contract No. HRA 230-75-0127, Meharry Medical College, Nashville,
TN, April 1980 and Harold Lut, Ph.D. Dissertation, Harvard University,
1972. See also international evidence from Afghanistan in Ronald O'Conner,
ed., Managing Health Systems in Developing Areas: Experiences from
Afghanistan, (Lexington, MA: D.C. Health and Co., 1980) pg. 169;
Columbia as reported in Milbank Memorial Fund Quarterly, 1967; and Ethiopia
in Central Statistical Office, report on the Rural Health Survey, 1882/83,
(Addis Ababa: NCCP, October 1985). There is also corroborative evidence
regarding income and health stRtus via nutrition intake which has been
demonstrated to be positively associated with income levels of tlousehvlrls.
See for example, Elca Rosenberg's Ph.D. Dissertation, 1975; David Turnham,
assisted by I. Jaeger, The Employment Problem in Less Developed Countries:
A Review of Evidence, (Paris: OECD, 1971); and Marcelo Selowsky and Lance
Taylor, Economic Development and Cultural Change, 1973.

188] All of the evaluations and the REACH studies discuss thi~ issue in the
various country-specific contexts ~hich are found throughout the CCeD
African countries. For an interesting analysis of the free care
mechanisms employed in Ethiopia, see Donaldson and Dunlop, 1987.

-86-



vi. Political Feasibility

Given the analysis presented in Table 16, it would app~ar that most of
the options are generally feasible. 189 ! The options which appear to be not
so feasible are those which are private forms of prepayment. The principal
reason for these n~thods to be more difficult to implement has nothing to
do with prepayment per se but rather with the general concern which many
countries have expressed when financial power has been concentrated in
institutions outside the direct and immediate control of government. Ma~:l

countries, including many among the CCCD project countries, have
nationalized banks and other financial institutions, including insurance
companies. 1901 Thus, unless these activities remain small scale and
possibly operated by PVO and other similar organizations, they may become
too visible.

vii. Cultural and Social Feasitility

There are no a priori cultural or social reasons which preclude the
use of any Df t~~ financing options presented in Table 16. The only
possible exception is that of the increased government revenue option via
tax increases ~~ere there may be concern expressed if the incidence of the
proposed tax increases are focussed on specific groups which have been
adversely treated and particularly where it is viewed to be unfair. There
are enough successful examples of each of these options in a variety of
social, political, and cultural settings such that it is important to
reviev option feasibility on indicators other than what might be based on
these criteria alone. 1911

Vithin the context of the CCCD project countries of Vest and Central
Africa, it is important to mention there are a number of social and
cultural differences which have influenced the institutional fabric of how
saving and investment activities are typically organized. For exampl~, in
a number of West African countries from Guinea to Ghana, men and women ~

societies exist for social mobilization and cooperative labor purposes, and
in urban areas of former British controlled countries, "friendly ~~cieties"

which serve as informal banks and/or lending institutions with rural areas

(89) In the CCCD project countries, it was reported by Pasnik, 1987, that
in the Central African Republic the option of user charges was politically
sensitive. However, when Levin and Veaver, 1987, returned to the same
country about a year later and qu~ried government officials about this
issue, they found a different situ~tion and they reported that officials
thought that user charges were inevitable.

[901 The IMF, Government Statistics Yearbook, 1987, indicated that of the
thirteen countries with CCCD Projects, ten have nationalized insurance
industries and two others may have. The one possible exception, Malawi,
may be a special case for o~her reasons, due to the concentration of
political power which has e~isted in the country for some time.

1911 See Stinson, 1982, and Stinson, 1987, ~or listings of a number of
successful health financing activities which occurred in many different
cultural and social settings.
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ale active and prevalent for financing accidents, marriages, and funerals.
These and other social mechanisms vhich already exist in CCCD project
cOlntries could conceivably be used to imrlement innovative forms of health
care financi~g and warrant further study. 921

viii. Organizational Feasibility

From an organizational perspective, all of the options can be
implemented. Some options, however, clearly require more managerial talent
and effort than others. At one level, it is not difficult to introduce and
collec~ fees.! 93 1 However, when fee collections represent a sizeable fund,
many addi -,)nal procedures must be implemented to minimize the possibility
that the resource will be mishandled. This problem is particularly acute
when health workers and related personnel do not receive regular pay
increases to maintain a reasonable standard of living (refer to the
macroeconomic context discussion in section three).

A number of the evaluations and REACH country-specific studies have
suggested that there be a reform of the typical system which exists where
money is collected at health facilities and then is totally sent to the
central government treasury. There is no doubt that this procedure creates
disincentives at the local level to collect revenues. However, with the
possible exception of the PRICOR project operational research studies on
community financing (Stinson, 1987), little analysis has focussed to date
on hov decentralization is politically implemented and vhat must be
establi~hed in terms of management and control procedures and information
flows between the local and ce~tral level so that central governments can
relinquish their authority a.ld control over these revenues and still
retain s~me responsibility to the public and information about how the
scarce resources ar~ being managed. Until such procedures are veIl defined
procedurally and politically, the recommendation for change in the flow of
funds between the individual facility and the central treasury will remain
an unimplementable objective.

From the analysis presented in Table 16, it would appear tholt the most
implementable and easiest to manage options are those which are community
based, such as labor donations and raffles, and other donations. It is
acknowledged that there are many different types of community
organizations which exist in each CCeD project country and it is important
to learn the extent to which they can be employed as some type of financial

(921 The authors acknowledge the contribution of Allen Randlov of
S&T/Health/AID in bringing these ideas to their attention.

(93) One REACH study claimea that such a system vas easy to implement;
see Shepard, Carrin, and Nyandagazi, 1987, pgs. 7 and 8. The ease of
implementating and ~anaging a fee-for-service system is only relative to a
prepayment system which is recognized as being difficult for many
technical, i.e., actuarial, managerial, and control rea30ns. However,
fee-for-service systems are not easy to implement. One recent REACH study
w~ich supports this point is the study by Taryn Vian, et al., "Financial
Management Information Systems in Four Zairian Health Zones," final report
from a study sponsored by the SANRU and REACH projects, December, 1987.
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intermediary for health service financing. For example, as has been
reported earlier in this report, in Islamic oriented countries community
institutions have developed to regularly mobilize loca: donations.
However, until more is known about these locally based institutions, it
would generally appear prudent to seek other mechanisms to ensure a stable
source of financing for recurrent costs of health services.

C. Summary

On the basis of the above analysis, it is clear that a number of
options are available for financing health care services, including those
which comprise the CeCD project set. Some options, like governmental and
donor sources, have raised substantial sums for use in financing health
care. Further, the foreign exchange requirements of the health care system
operated by the government have traditionally been met from these sources,
even though government budgetary allocations do not directly ensure foreign
exchange availability for the health sector. At present, the only
guaranteed source of foreign exchang€ funding is that which is obtained
from external donors.

To the extent that CCCD project countries are gradually making
progress to stabilize their economies, (refer to the macroeconomic context
section of the paper) governmental sources of revenue, perhaps enhanced by
the gradual development and (expansion in the case of francophone
countri~s) of health insurance programs and typically operated by a
governmental entity, viII likely comprise the dominant sources of financial
support for publicly operated health care programs, including CCCD type
services. Irrespective of other decisions which might be made to enhance
the financial viability of the health car.e system in most CCCD project
countries, it is clear that these two sources will remain important sources
of financial support for the CCCD and related services.

Yhere user charges can be implemented and well managed, the evidence
from Zaire suggests that a large share of the total cost of providing
health care services can be financed by fees, in part by subsidizing one
type (i.e., preventive with curative) or location of service (i.e., rural
clinics with hospitals) by another. Other CCCD project countries,
including Rwanda, Burundi, Lesotho, Swaziland, and perhaps others have ~lso

implemented fee systems within their health care systems and are collecting
modest amounts from the provision of health care via publicly operated
health facilities. In addition, with additional external management and
techn~.~al support, perhaps via the ceCD and REACH projects, it is
conceivable that additional financial support can be obtained from that
source, particularly if fees are tied to known efficacious treatments like
chloroquine for malaria prophyl~xis. The mechanism does e~hance efficient
use of health services on the part of consumers since they must decide
whether they are receiving any thing of value for their time. The problem.
of financial accessibility by the medically indigent can be addressed oy
developing innovative "free care" as well as by other bun~ling strategies
where packages of care are sold for varying prices based on some form of
means testing, which has de facto been in effect in many countries for some
time.

The most serious problems with various fee systems appears to be that
of accountability and control of financial resources, and ensuring that
service quality, in the form of continuou~ qrug supplies and diagnostic
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testing capabilities, is mai~tained via an adequate supply of foreign
exchange for the sector. Thus, without politically motivated donor
support, it is important to maintain sound macroeconomic- policies in order
to ensur~ the continued flow of foreign exchange necessary to complement
service fees.

In some settings, community financing will remain an important source
of financial support to the health care system, including CCCD services.
This appears to be particularly true where:

a) Islamic cultures provide the local institutional support for a
regular flow of donations;

b) the local governmental structures have been given substantial
financial jurisdiction and control over their own affairs; or

c) other community organizations (religious, ethnic or other~ise)

exist and have been involved in similar activities in the past,

This form of financing does not appear to be the type of support, however,
that a CCCD type progrAm can rely on for financial sustainability
throughout the present set of countries, with the possible exception of
Nigeria.-

Finally, various forms of prepayment and third party payment systems
(in the form of employer fringe benefit packages) appear to be emerging
throughout the CCCD countries. How these mechanisms will be involved in
financing the publicly operated health care system is unclear, since, in
most instances, these forms of financing are typically tied to private
health care delivery systems, including facilities operated by religious
entities. If publicly operated health facilities could be ensured of an
uninterrupted supply of medical supplies and drugs, it is conceivable that
such facilities could compete for service business and related financing
support which has uecome privatized in the last decade.
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Table 18: S'~lIIISary of Financ.1ng RecQl!Sillenciat1ons FrOlll the Country SpecHtc CCCO

Project Mid-te~ [valuations: Cost Analyses

ICountrJ

~

~ecOBDendat~ofi Type

GUI ILES
---lS '-

Cost Analyses CAR CON CIV LIB MAL N~G RWA. SWA fOG lAI

1- Co~duct recur.~nt cost stu~ for use in fee estab. x 1
z. Conduct a cost-effectiveness study of Drogra. x x

.. , -,3. Base cost $tud~es on service del~very &90pulat10n x
coverage goals

4. Cost SIVtngs ca" be realized b~ igproving ~OH I x

~ff efficiency

5. Cost savings CiJn be realized i;;;';'isto~ of

L
x

i.-unization services

6. Stuty savings of IV solution if DRS is used
!

x

7. Study total cost of vaccination ser~ir,es It

i," ...."dS

I
\D
N
I
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Mote: BUR a BURUNDI
CAR • CENTRAL AfRICAN ~EPUBlIC

CON • CONGO
C'.V • COTE O'lYOIRE
GUI '"' GUINEA
LES • LESOTHO
LIB • LI8ERI~

MAL • MALA~!

NIe:; • NIGERIA
RWA • RWANDA
SWA • SWi\ZILANO
TOG • TOGO
lAI • ZAIRE



Table 19: Su~ry of ffnancing Rec~ndatfons Fr~ the ··~try Spp.~ff~~ eceo
Project Mfd-teng Evaluatfons: Ffnancing. Fees

Rec~fidatfon Type Country

I
\0
W
I

........--
CDN elV TOG ZAIFinancfng. Fees BUR CAR GUI US LIB I4Al MIG RW" SWA

I.,' fe~-for-Ser\'~::e

1• laple-ent a fee-for-servfce sys~ x x " x x j x x

2. Establish fees for drugs or drug revolvfng fun~s , x x

3. Establfsh ft~~ ~~r vaccfnatfon cards x x x

4. Explore feasibflfty cf c~ar9fng for well I sick ! x
baby vhit

1.8 I.pact of Fees on Use

'i. Raise the vaccin.tfon card fee after analyzl~g

l-t-
x I

fapact of fnftfal fee on use

2. Revis:! fe~ scnedul __s after a review of use. x
revenue generatfon. and fund .anage-ent fss~es

.
3. Do not i~lelent fees fo. ORS and falUnizatfon~ x

Use will be a strong dfsincentive to use

4. Fees .ust be equftable and provide incentive to x
use preventive services. rural facilities. and

II
qualiffed providers

5. Outpatient de-and is elastfc. Thus. if true. do x
not f~troduce f.-unization card fe~

I

-
6. Cross-5~bsfdfze tceo services via outpat~ent fee x

fncruses. fncl. eu~~y care ~ees " X··ray fees I

I.C Other RecOBlendat:.htRS P.~gard1ng F~!s I

1. Use MIS. HIS. " accountfg fnfc to establ,:~ fees
I

x x

2. A full fee stu~ .ust. fncl~de tnf~ at all h6alth x x
C6~e provfders n c~antry. not just gov't or CCCD
service pr~viders -

3. Use fee revenue to ply for ve~1cle " x
refrigeration ~tntenance i •-
Note: BUR" BURUNDI

CAR • CENTRAL AFRICAN REPUBLIC
CON III CONGO
elv .. COTE D'IVOIRE

Gur .. GUINEA
LES .. LESOTHO
LIB .. LIBERIA

MAL .. MAL""1
MIG III NIGER"
RWA .. RWANDA

SWA .. SWAZILAND
TOG II TOGO
lAX .. ZAIRE



Table 20: Su..a~ of Financing Reco.Iendations Fra. the Country Specific CCCO
Project Mld-te~ Evaluations: Finanr.ing, Other

Rec~ndation Type Country

I
'-0
~

I

Financing, Other BTA CON elY GUI lES LIB MAL fUG RWA SWA TOG ZAI

II.A Financing Strategy

l. Auto-financing Strategy sIb developed & 1IaplelN!nted x x x

- 2. A full health care ftnancing study ~st be x x
conducted in country. incl. experi-ent evaluation

U.S Coordinate Financing Strategy WIOther Donors x

II.C Other F1nanc'lng Strategy Recc.endlttons

1• Financing strategy sIb flexible to account lor x
regional differences

2. Use enough ti.e to de~elop local cons~nsus on x
financing strategies to be i.ple.2nted

3. Follow World Bank health finarcing stu~ when x
cc.pleted for sector I

4. A future USAID health se;tor support project J'

.ight consider financing CCCD recurr~nt costs

III. Gover~nt Financing RecOlDendations

1. Gov't revenues will not increase enough to c~~er x x x
recurrent cost of CCCD services

2. Given Gov't financial constraints, If new progra.s x
are to be started, an oia activity .ust be cut

3. Only release $ funds to Gov't when there Is x
evidence th~t Gov't has deposited counterpart
funds in special bank account 1

I

Note: BUR· BURUNDI
CAR • CENTRAL AFRICAN REPUBLIC
CON • CONGO
CIY • COT~ D'IYOIRE

G:n • GUINEA
LES • LESOTHO
LIB • LIBERIA

MAL • MALAWI
HIG • NIGERIA
RWA :II RWANDA

SWA • SWAZILAND
TOG • TOGO
ZAI • ZAIRE



Table 21: Su.-a~ of Financing Recoalendations Fr~ the Country Specific CCCO
Project M~d-te~ Evaluationt: Other Rec~ndations

RecOliendation Type Country

I
'-0
V1
I

Other Rec~ndaticns BUR CAR CON CIV GUI lES LIB MAL MIG RWA SWA TOG ZAI

1. If evidence of good faith exists fre- Gov't to x
establish financing .ethan1s.s. then ProAg
CP has been Ilet

2. Develop a way for individual facilities to keep l( x x x
part of the revenue generated at the fac~11ty

for their own use

3. IBprove cost I rev accounting" MIS I NIS systeMs x ;( x x

4. Tech I Mgt assistance sIb provided to village x
fhanaac1es re: ORS &chloroquine. Also provide
nit1al supplies.

5. ~nd ProAg to allow fee revenue to be kept at l(

local level

6. eoa.erc1ally produce I/or .arket ORS packets A/or x x x x
chloroquine

7. Stu~ fe!s1b111ty of using loc!11y produced x
chloroquine

8. Use findings frOB cost recovery stu~ in training x
progra.s for health workers

,

9. USAID should be acre ~nyolved in Gov't budget x
fo~lat1on and defense

.
10. USAID should be .ore involved in project ~t x

11. Study why doctors do not want to use ORS " what x
can be done about it

Note: BUR" BURUNDI
CAR" CENTRAL AfRICAN REPUBLIC
CON" CONGO
CIV .. COTE D'IVOIRE

GUI .. GUINEA
LES .. LESOTHO
LIB .. LIBERIA

MAL .. MALAWI
NIG .. NIGEaU
RWA .. RWANDA

SWA .. SWAZILAND
TOG n TOGO
IAI .. ZAIRE



important aspects of this work is to ascertain what the total set of
resources presently being devoted to the delivery of CCCD services via the
ongoing CCCD projects. It is not clear what resources governments have
provided in the form of personnel, building space and other iteMS required
for the provision of CCCD services and it is not clear to what extent those
resources being financed from resources are raised by the country instead
of by counterpart funds. Further, the cost of t~e technical assistance
provideu by the CDC, the REACH Project, and from other donors such as
UNICEF and YHO, to the programmatic development of the country-specific
CCCD activities is not known on a country-specific basis and it is not
known whether such assistance will be necessary in future yea~s in order to
sustain the delivery of these services. Finally, estimates at the
incremental and marginal cost of the CCCD servi~es in varying country and
service delivery contexts are not available. (96

)

without this type of information about CCCD services:

a) fee structures will not be developed which will conform to sound
economic principles of marginal cost pricing;

b) it will not be known the extent to which certain fees are being
set to cross subsidize other services which may yield social
positive externalities (i.e., markup malaria proph:'laxis to
subsidize child immunizations); or

c) long term financ~al sustainability issues cannot be addressed.

There are several basic themes embodied in the set of recommendations ­
relGted to fees (see Table 19). A first theme is to establish a
fee-for-se~vice system or include certain services within the existing se~

of fees presently in place, especially for the vaccination card which acts
as an official and quasi legal record of consumption. [97J As has been
analyzed above, fees for service exist in many ceeD countries, and where
they do not, there are significant political and ideological reasons for
the1r reluctance to change their policies. Virtually all countries have
fee-for-service medicine practiced in them such that they are all aware of

(96) The incremental cost of the program is distinguished from the
marginal cost. The incremental cost is that cost which is incurred to
operate the program as a ~hole within the context of the existing health
care delivery :;tructure in which it will become a p~rt. It 1s tho~e costs
incurred to establish a new product line within the set of existillg
services or products. The marginal cost on t.he other hand represents ~hose

resource costs incurred in the provision of one additional service to an
individual consumer as in the case of one more unit of ORS being used or
one more immunization shot provided.

(97) Victor Fuchs discussed this aspect of consumer preference when he
defined a demand for health care which validated health care statlls.
See Victor Fuchs "The Contribution of Health Services to the American
Economy", Milbank Memorial Fund Quarterly, (October 1966) 65-95.
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how the mechanism might work. It is more a matter of how the political
aspect of existing policies can he addressed within publicly provided
health services.

The second major theme is to evaluate existing fee structures from
the perspective of impact on utilization, revenue generation, and service
cr.oss-subsidization. This recommendation was made in a number of specific
ways and in a number of different countries as presented in Table 19. All
of these types of recommendations are important when the policy dialogue
h8s proceeded to the point where efforts are being made to refir.e f~e

structures and minimize the negative attributes of the fee-for-service
financing option as discussed earlier in the analysis. To the extent that
this type of analysis can also be implemented prior to the introduction of
fees, it will improve the fee £tructures which are initially implemented.

Finally, among the other recommendations made about fees, it is
important to reinforce the point that analyses of fees must include an
analysis of not only the impact of fees at the health facilities where CCCD
services will be introduced, (i.e., those which are opera~ed by the
government) but also those facilities vhich may be competitors. The
reaction of other providers and consumers to a price change and/or a new
product line just makes good sense.

Wjth respect to the other financing r.ecommendations presented in
Tables 20 and 21, the following observations are in order. First, the
suggestion that financing studies should include the evaluation and
monitoring of experimental financing options merits reinforcement. There
is a growing history within AID for the use of operational research to
improve upon ideas and to make them work better. The problem of. health
financing, in the context of the CCCD project represents another type of
problem which can be systematically addressed and often resolved in a
specific context with the continued use of operational research. This
recommendation implies that more resource£ will be required throughout the
life of a CCCD program in order to achieve a workable solution to the
health financing problem faced by virtually every CCCD project presently
being implemented.

Second, it is important to support the recommendation made about the
importance of coordinating financing studies and experiments with other
donors such as the Vorld Bank and UNICEF. Vithout such a coordinated
tffort, country officials may misinterpret findings and recommendations
and may not implement difficult policy changes. Clearly countries will be
worse off if such circumstances materialize.

Third, it is c1e""r th;:lt m""nv ('nllntriec:: arp IlnClhlE' to rTIppt the
governmental financing commitments made ",hen signing the l'1.u{\g. ~lId I,· tl"
tone of the government-related financing recommendations suggests that
further financial support is unlikely from such a source and that more AID
strings should be imposed, it is important to emphasize that while
governments are not as likely a source of financial 5up~n~t as they were in
the past, it is possible that additional support could be forthcoming if a
set of studies on public resource allocation "'ere conducted and discussed
with a number of public decision makers. Such studies should analyze the
implied trade-offs in terms of services to toe people of alternative
resource allocations. Further, additional revenue sources can be
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identified. The implications in terms of additional recurrent cost support
to the health sector of reducing thE' military's hudget allocation hy a
small amount is ~lways worth the time required to make the calculation.

It should b~ mentioned at t~is point that for some countries the lack
of financial commitment to the CCCD project may not necessarily be due to
the interest of the country in supporting the program but rather due to
certain international pressure being imposed on the government via the
mechanism of Standby Agreement negotiations or some other set of
macroeconomic conditions being imposed on the country to reduce government
employment, and public exrenditures, including in the health sector upon
which t~e CCCD set of services are based. Virtually everyone of the CCCD
project countries has experienced these type of ccnditions during the life
of the first cceD project. It would be useful to ascertain the actual
extent to which this has in fact occurred. Policy dialogue with the
various short-term donors involved regarding the longer term development
gains foregone is undoubtedly warranted in this regard.

Fourth, it is generally thought that financing problems could be
resolved, at least in pa~t, by improving the information sy~tems which
underlie informed decisions. ~hile this may be true in general, the thesis
of these authors is that in order to successfully implement the desired
information systems, it is important to implement a set of incentives
within the health care delive~y system which will ensure that the
envisioned improvements will not be subverted. Further, the necessary set
of incentives to ensure implementation of information systems is not
presently known. Thus, it is recommenderi that work be initiated at the
earliest ~ossible moment in conjunction with efforts to implement
information systems to experiment with various pecuiliary and non-pecuniary
~ncentiv~ structures designed to enhance the successful implementation of
accounting and information systems. (98

) In this regard, it is important to
experiment with using the ANE Bureau's Guidance for Costing of Health
Service D~livery Projects document for developing more consistent
infor.mation across countries and programs.

Finally, in conducting this review, several other recommendations have
become evident. First, it has been said that financing is only a necessary
but not sufficient condition for the achievement of sustainability. In
order to satisfy this necessary ~ondition, it is important for the
financing component of the CCCD project to receive the same managerial
attention that the delivery of CCCD services has also received. It is
acknowledged that the CDC has recently filled an open position for a health
economist. That step is highly applauded since it represents a management
commitment on the part of AID and the CDC to focus regular and continuous
attention on this important aspect of the project. It is also acknowledged
(hat the draft project extension document refers to additional AID
management support in the area of health economics for this project. This
further reinforces the initial move taken by the CDC. To manage all of the
studies, experiments, policy dialogue efforts and government specific

[98J A similar recommendation could also he made regarding the
implementation of drug logistics systems and supply management in genera).
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efforts necessary to resolve the health financing problem facing the CCCD
project countries represents a mAnagement effort ~hich is at least larger
than one full time person.

Second, specific studies are required in selected countries about the
extent to ~hich health care is financed by domestic philanthropic efforts.
Such a study ~ould be most usefully conducted in countries ~ith an Islami~

heritage, ho~ever, similar studies ~ould also be usefully conducted in
other countries as ~ell where "friendly societies" exist. It would also be
a study which may be most productively conduct~d by employing
anthropological methods and analytical techniques. It is envisioned
that this study would be most helpful as a part of a larger health
financing strategy study which might he conducted for an entire country's
health care delive-y system.

Third, a larger focus is required in subsequent health financing work
for the CCCD project. The presumption that user charges, along ~ith donor
inputs in the short run and increasing government support over time could
finance CCCD project activities, does not allow enough flexibility for
country-specific strategies to be developed. At the present time in
Nigeria, it is clear that the CCCD project is developing a proceS3 by which
each state will define its own health financing st~ategy which will then be
implemented in that locality. Such ~ strategy perspective is the type of
process which i., recommended more broadly. That strategy is also
predicated on tile assumption that continuous technical assistance which
would work with local talent as a secretariat f~r local decision makers
about the feasible strategy for that local is one which warrants further
support.

Finally, further experimentation with various forms of prepayment in
conjunction with risk sharing (i.e., health insurance) is warranted. I(
may be that such efforts may be jointly financed by one or more donors.
Continuous monitoring of the experiment is requirecl. Operational research
is necessary for such an effort to become successful. In this context, it
is important that innovations be attempted with various forms of benefit
package pricing and incentives. Clearly the adage that "things take time"
must always be remembered.
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Appendix Table A.l: Macroeconomic indicators of African Countries in Which CCCO
Programs Have Been Implemented: Demographic Indicators

Pop Growth Total F;r'tiH ty ~ate Contraception Life Expectancy -CBR CDR i Use Rate
Country Hallie 1980-1985 19B5-2ooo 1985 1985 1985 2000 1985 Male 1985 Female 1985

1. Burundi 2.1 3.1 48 18 6.5 5.9 1 46 49

2. Central, African 2.5 2.9 42 16 5.6 5.5 na 47 50
Repu~'lic

3. Congo 3.1 3.6 45 12 6.3 5.7 na 56 59
Brazzaville

4. Cote d'Ivoire 3.8 3.1 45 14 6.5 5.2 3 51 55

5. Gambia 3.6 2.7 49 23 6.5 6.2 5 41 42

6. Guinea 2.4 1.9 50 24 6.0 5.6 . 1 39 41

7. Lesotho 2.1 2.7 41 14 5.8 4.8 5 53 56

8. Liberia 3.4 3.2 49 16 6.9 5.7 1 49 52

9. Malawi 3.1 3.3 54 22 7.6 6.4 1 44 46

10. Nigeria 3.3 3.4 50 16 6.9 5.7 5 48 52

11. Rwanda 3.2 3.7 52 19 8.0 6.7 1 46 49

12. Swaziland 3.4 3.3 51 14 7.e 6.5 <1 51 55

13. Togo 3.3 3.2 49 16 6.5 54.0 na 49 52

14. laire 3.0 3.0 45 15 6.1 5.0 1 50 53

Source: Worl d Bank, Worl d Developalent Repnrt, 1987
World B~nk, Population Growth and Policies 1n Sub-Saharan Africa. 1986.
Katrina Galway, Brent Wolff, and Richard Sturgis, Child Survival: Risks and
the Road to Health, Institute for Resource Development/Westinghou!:e, March 1987.

Notes: Gambia is not an official tCCn country, but has a similar program
funded by the Br~tish and UNICEF.
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Appendix T~ble A.2: Macroeconomic Indicators of African Countries in Whic~ CCCD
Programs Have Been Implemented: Hea.lth and Education Indicators

. Infant Child Population per literacy Percent I

Mortality Rate Death Rate i'hysTcfan Nurs1 ng t'erson literate ('f Pop >15

Country Nallle 1965 1985 1965 1985 1981 198~ Male 1985 Female 1985

1. BUl"'und1 142 118 38 23 45.020 na 43 26

2. Central African 167 137 47 27 22.430 2.120 53 29
Republic

3. Congo 118 77 19 1 5.510 790 71 55
Brazzavill e

4. tote d· Ivoire 174 105 37 15 na na 53 31

5. Gal1lbia 119 200 54 46 li!.310 1.770 36 15

6. Guinea 196 153 53 34 17.110 2.570 40 17

7. lesotho 142 106 20 14 18.640 na 62 84

8. Liberia 171 127 32 23 9.400 2.940 47 23

9. Malawi 199 156 55 35 53.000 2.980 52 31

10. Nigeria 177 109 33 21 12.550 3.010 54 31

11. Rwanda 141 127 35 26 32.100 10.260 61 33

12. Swaziland 148 128 32 27 7.900 1.040 70 66

13. Togo 153 97 36 12 21.200 1.640 53 28

14. Zaire 135 102 30 20 13.940 1.810 79 45

Source: World Bank. World Developllent Report. 1987
Katrina Galw~y. Brent Wolff. and Richard Sturgis. Child Survival: Risks and the Raad to
Health. Institute for Resource Development/Westinghouse. March 1987.

Notes: Galooia is not an official CCCO country. but has a similar program
funded by the British and UNICEF.
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Appendix Table h.3: Macroeconomic Indicators of Afrfcan Countries fn Whfch CCCO
Programs Have Been Imp1ement~d: Education Indicators

~ - -

Prillc1ry
Urban lIof

Secondary Higher i of Tota

Country Name Total 1984 Mate 1984 Female 1984 Total 1984 Male 1984 Female 1984 Total 1984 1985

1• Burundi 49 58 40 4 5 3 1 2

2. Central African 77 98 51 16 na na 1 45
Republic

3.
<

Congo na na na na na na 6 40
Brazzaville

4. Cote d'lvoi re 77 91 63 20 28 12 2 45

5. Gambia na na na na na na na na

6. Guinea 32 44 20 13 20 7 2 22
-=--7. lesotho 111 97 126 21 17 26 2 17

8. liberia 76 95 57 23 na na 2 37

9. Malawi 62 71 53 4 6 2 1 na

10. Ni!r-ri a 92 103 81 29 na na 3 30

11. Rwanda 62 64 50 2 3 1 1 5

12. Swazn and 111 111 111 42 na na na 18

13. Togo 97 118 75 21 32 10 2 '7

I
-"

14. Zaire 98 112 84 57 81 33 ,
~ 39•

~I

Source: World Bank. World Develo~nt Report. 1987
Katrina Galw~. Brent Wolff. and Ricnard Sturgis. Child Survival: ~~~~i and t~e Road to
Health, Instftute for Resource Deve10pment/Westinghouse. March 1987.

Notes: Gambia is not an official CCCD country. but has a similar progra.
funded by the Brftish and UNICEF.



Appendix Table A.4: Macroeconomic Indicators of African Courtries in Which CCCD
Pro~rams Have Been Implemented: Child Survival and Health Indicators

Percent of Children Fully 1. Preg 1. Births 1. Infants ~ Pop Access to
Il1IlIuni zed by Age of One 1985 Women Asst Tr Low Birth Safe Water

1_ n Attendant Weight ur':>an Kura I

Country Name TB OPT Polio Measles 1985 1980 ~1980 1975-83 1975-83

1- Burundi 37 27 20 45 12 15 14 90 22

2. Central African 25 14 14 16 16 71 23 na na
Republic

3. Congo ~razzaville 80 59 59 52 na 45 15 42 7 .
4. Cote d I Ivoi re na na na na na na 14 30 10

5. Gambia 98 70 17 79 85 25 na na na

6. Guinea na na na na na ~o 18 69 2

7. Lesotho 91 82 80 73 49 75 8 37 11

8. Liberia 87 23 26 99 60 10 na n 20

9. Malawi 74 58 56 52 30 40 12 66 49

10. Nigeria 23 na na 55 11 na 18 60 30

11. Rwanda 86 62 56 66 na 20 20 55 60

12. s"aziland 89 57 56 47 1 25 na na na

13. Togo 44 18 9 47 57 1)0 17 68 26

14. Zaire 34 16 18 20 na na 16 na na

/.

~-
"'-

Source:

Notes:

World Bank, World Development Report, 1987
Katrina Galway, Brent Wolff, and Richard Sturgis, Child Survival: Risks and the Road
to Health. Institute for Resource Development/Westinghouse. March 1987.

Gambia is not an official CCCD country. but has a similar program
funde~ by the British and UNICEF



APPENDIX B:
CCCD Proje~t Country Specific ProAg Statements
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Appendix Table B.1: An Analysis of the Cost and Financing Components of CCCD Country Project Agreements

ii. the Grantee shall furnish to AID
evidence th3t the Grantee has completed
bv the Project:.

Count!'") Financing Requirement C~st,_Re;:..q..L.u_i_r..:;.em_e.:..n_t:-- _

P·Burundi a. condition precedents: NA l
i. e~idence that Grantee has adequately
budgeted for the support of the project,

I and that the amount is available for I
proj ec t pu rpose .

--.. -
b. Detailed project description:

1. evaluation Jf the coverage of local .
recurrent costs through establishment of an -J
alternative financing system and 19ovt)
ability to s~pport recurrent foreign ex-
change costs.

2. Central African a. Other Covenants: a. Special Covenants: ~.
Republic

i. Sufficient funds will be budgeted and made i. annual program evaluations will
available throughout the Project to support include an ~nalys1s of project cost.s and
recurrent costs associated ~ith Project recQ~ndat1ons for more efficient I
operations... Vroject operations.

ii. The Govern~nt's contribution to these
costs will be similarly increased over t.he
four-year project period and the Government
wi11 assume full responsibility for all costs
at the end of the pt0ject insuring continuation
of field activities.

ii~. The gOyt. agrees to contribute to a stcdy
of means of self-financing the recurrent costs
associated ~ith expanding childhood communicahle
disease programs.

iv. The govt. agrees tJ consider a user fee or
similar system to r~coup a portion of those
costs.

None in the Proag3. Congo Project Evaluation
Analysis of project costs and~
recommendations for more efficient
Project operations •

I I -.1.___ --_._-- -

......

"."

C~_.

""
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Appendix Tab'le 8.1: An Analysis of t~e Cost and Financing Components of CCCD CO'tntry Project Agreements (continued)

Country Financing Requirement Cost Requirement

4. Guinea Conditions Precedent Special Covenants

i. The grantee has adequately budgeted for the Analysis of Project costs and recom-
support of the project and the amount is mendations for more efficient project
available for project purposes. o?erations.

ii. The Grantee shall furnish evidence that it
has compleud ii stu<lY of a feE' for' service
system that will assist in covering recurrent
rosts in areas covered by the Project (12 months
after Proag signing).

iii. The Grantee shall furnish evidence that it
has established and made 0~rationa1 a fee for
service system acceptable to USAID.

5. Ivory Coast Financing of Project Specia~ C9venants

i. The Grantee agrees to assure the r~~ources i. analysis of Project costs and
necessary to obtain the agree~ upon portion of recommendations for more efficient project
offshore comMOdity req~1r~nts and certain local operations.
costs described below.

1i. The Grantee will assume full responsibility
for all costs at the end "f ·.hi; Project insuring
continuing continuation of field dcti~ities.

6. Lesotho Project Financing Project Evaluation

i. The Gr~ntee agrees to provide or cause to be i. Annual analysis of Project costs and
provided for the project all funJs. in addition recem-endations for more efficient Project
to the Grant. and all other resources required operations.
to carry out the Project effectively and in a
timely !Hnner.

ii. The Grantee will assure full responsibility

I
for all costs ~t the end of the ~roject insuring
continuation of field activities.



Appendix Table B.l: An Analysis of the Cost and Financing Components of CCCD
Country Project Agreements (continued)

~~<:Ie.

country

7. Liberi a

8. Malawi

Financing Requirement

Project Financing

i. The grantee shall furnish evidence that it.
acting through the ~H&SW. has established a
system whereby (1) employees pay for at least
half the duty-paid cost of their motorcycles and

(2) all monies so collected are either
deposited in a revolving fund from which
replacement motorcycles will be financeQ. or
used to support other Pioject

ii. Registration Fees:
a. The gr~~tee will furnish evidence that it
(the MH&SW) has implemented a syst, ., in ident­
ified counties to adjust current registration
fees with the understanding that the additional
funds are to be retained in a revolving fund with­
in the MH&SW to be used to finance additional
Project vaccine~, needles and syringes. ORS and
chloroquine.

b. This system will be employed at all levels
of the system. incl. hospitals.

(

c. An implementation plan for the registration
fee system referred to in i1 •• a. above will be
completed within six months of the date of the
agreement.

d. conforming adjustments will be made in the
registration fee system initiated in a separate
AID financed PHC project and that system pro­
posed via this Project. Adjustments will be
made in both systems.

Cost Recove~ Implementation

For the long term sustainability of programs sup­
ported by this Project. the Cooperating country
covenants to actively support. collaborate and
contribute to efforts made by this Project to
identify methods to efficiently recover at least
a portion of the costs of CCCD programs.
includingthe collecion of user fees.

Once identified and studied. the Country agrees to
implement methods for cost recovery which it has
approved.

Cost Requirement

Special Covenants

i. annual project evaluations will include
analyses of project costs and recom­
mendations for more efficient project
operations.

Spec1al Covenants

1. annual project evaluations will include
analyses of project costs and recom­
mendations for more efficient project
operations.
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Appendix Table S.l: An Analysis of the Cost and Financing Components of CCCO
Country Project Agreements (conti~ued)

Country Ir-inancing Requirement ~ost Requirement

9 Nigeria Programme Financing

(no PROAG. i. The FGN commits itself to provide financing in
on11. M(.'lI1O support of the programme.
of Under-
standing ii. The FGN shall support 421 of these (the pro-

gra.-e·s) recurrent costs in the first year. and.
as the ~rogramme progresses. shall assume a greater
share 0 such costs. Its contribution shall not be
less than 66' in 1990. Jts contribution include
supplies. equipment. operations. training. transport.
and mQnitoring/evaluat1on. Neither the cost~ ~f AID
funded TA nor FGN staff salaries are included. 1~e FGN
contribution includes the full cost of vaccines fo~

the prograllllle.

Programme Evaluation

i. In years 3 and 5. external evaluators will
assess progress achieved in strengtheniny Nigerian
capability to sustain project levels of mp1ement-
ation once AID financed assistance is completed.

Programme Activities

i. The National Health Planning and Research
Directorate of the Federal MOH shall work with
John's Hopkins Univ. consultants to a) strengthen
financial mana,e-ent skills of Nigerian Instit-
utions. b) per o~ alternative health care
financing studies. and c) develop cost recovery
lDech~nisms.

10. Rwanda Grantee Financing ~nual Evaluations

i. The Grantee shall furnish for project years Evaluations will consist of analyses of
after the first project year. a report which def- project costs and rec~nd&tions for more
ines the amount of Grantee funds provided to the efficient project operations.
project during the then current project year and
the amount budge~d for the succeeding project
year.

Health Care Financing Stu~

i. The Grantee agrees to ~articipate. in a study
of the financing of the health care system in
Rwanda with emphasis on the system for collect.oh
of user fees. the flow of such funds. and the
mechanism whereby such funds are returned to the
national budget.



Appendix Table B.1: An Analysis of the Cost and Financing Components of CCCD
Country Project Agreements (continued)

Country

11. Swazil and

12. Togo

13. Zaire

Financing Requirement

No Identified Activities or Requirements

No Identified Activities or Requirements

Project Financing (Original Proag)
i. By the end of the Project, the GOZ will
incorporate l5i of the project's recurrent
costs for vaccines, vaccination supplies, and
anti-malarial and diarrhoea. (Medications
58t of coverage.)

ii. Proag Ammendments 1986. The GDZ will
incorporate into its Ordinaloy budget (or
Investment Budget or annexed budge;;) 9~ of
recurrent budget costs for expendable commodities
sucn as ORS. anti-malarial drugs, and measles
vaccine by the PHCO. These recurrent costs will
not be funded by proceeds from the sale of US6
financed commodities (i.e., counterpart funds).
(Assumed project coverage 1n project areas to
be 8~).

Fees

In order to assure the sustainabi1ity of the
program, a system of fees for services will
be established at the outset of implementation
of the PHC program. The objf!ctive of this fee
structure will be to rely as much as possible on
each use-contributions for financing recurrent
costs of immunization, diarrea1 disease treat­
ment, malaria treatment, and malaria prop~laxis•
•••Thus, in PHC zones, an autofinancing system
will be established as a component for defraying
the costs of CCCD.

Cost Requirement

Annual Evaluations will include an~;yses of
project costs and recommendations for more
efficient project operations.

No Identified Activities or Requirements

Annual project evaluations will include
analyses of project costs and
recommendations for more efficient project
operation.

~

Appendix Table B.l: An Analysis of the Cost and Financing Component of CCCD



APPENDIX C:
CCeD Project Country-Specific Mid-Term Evaluation
Recommendations Regarding Financial Sustainability



Recommendations for Financial Sustainability

I. Burundi

a. No effort should be initiated to duplicate the anticipated World
Bank short-term technical assistance for a financing study unless
that study is, for unforeseen reasons, cancelled.

b. The intent of the CP on financing should be taken to mean evidence
of good faith efforts by the govt to establish financing mechanisms
which provide for cost-recovery and auto-financing and this CP has
be~n met.

II. Central African Republic

a. A way should be found to allow individual health facilities to
manage part of the revenue generated through fees and to use that
revenue to provide improved services at the facilities.

b. cost, utilization, and revenue accounting information must be
improved at each facility. The cost information should
dissagregate the costs of each type of service provided. A health
fin~nce specialist should be involved in the redesign of the health
infoL~ation forms.

c. Charges should be established for drugs provided by hospitals.
USAID/W should help provide the management traini~g necessary to
implement this policy.

d. The information acquired through the improved cost accounting
system should be used to design a fee schedule for health services
at hospitals and other health facilities. USAID/W should provide
the technical assistance.

e. Regional medical officers should provide technical (medical) and
managerial assistance to village pharmacies especially re: the use
of ORS and the treatment of malaria. In addition, they should
provide the village pharmacy with an initial supply of CCCD
chloroquine and ORS packets.

III. Peoples Republic of the Congo

a. In light of the economic situation in the country, especially since
the decline in the price of oil in 1985, it is necessary to develop
and implement an auto-financing strategy per the section 5.3 of the
Proag.

b. The design of this strategy should inc1ud~ a fee system perhaps for
vaccinatin cards which would generate enough revenue to finance the
distribution costs of the CCCD services. There is limited evidence
from within the country that the revenue from such fees can cover a
significant share of the total cost of these services.



c. An analysis of the recurrent cost of these services should be
conducted prior to the establishment of the fee for the vaccination
card. In addition, this study will be useful in conducting a
cost-effectiveness analysis of the CCCD project components.

d. The financing strategy design should be coordinated with the GTZ
which is designing a similar system for one of the regions.

e. The strategy should be designed with some flexibility since there
is considerable differences in ability to pay from or~ region to
another throughout the country.

IV. Cote d'Ivoire

No recommendations on financing provided.

V. Guinea

a. The MOHSA as a part of its efforts to decentralize primary health
care, should consider favorably the possibility of leaving a
substantial percentage of receipts earned by the peripheral
facilities with these units, or at least at the Prefectural level
under the control of the Director of Prefectural Public Health
(DPS).

b. If MOHSA agrees to leave some of the funds generated from the sales
of CeCD project commodities, e.g., chloroquine and ORS packets, at
the health center or at the Prefectoral level under the control f
the Director of Prefectural level, the CCCD Proag provision 5.4
calling for these funds to be deposited in a separate escrow bank
account will have to be amended accordingly.

c. No U.S. dollar funds should be released under the proposed
extension until an advance of at least SOX of the GOG aIL~ual

contribution (from PL 480 counterpart) has been deposited in a
special project bank account.

VI. Lesotho

a. The HIS should be extended to include additional cost-related
management information. The purpose of this is to strengthen
management capabilities and to demonstrate convincingly the cost
effectiveness of the CCCD interventions in Lesotho.

b. A uniform health registration card (bukana) should be adopted for
use at all health centers and hospital outpatient units, GUL and
Private Health Association of Lesothe (PHAL). A uniform pricing
policy should be adopted with regard to the bukana and implemented
in two steps: a) adopt a price of M 1.0 (keep centers with a
higher price, i.e., M 1.5 at that price): and b) raise the price
to M 2.0 after ascertaining what the impact is of the initial price
is on utilization.



c. Commercially produce and market ORS packets. Do this to a)
increase the procurement choices to mothers; b) improve the
efficacy of ORT by making more widely available carefully measured
ORS; and c) f'rovides funds to continue the "highly cost-effective"
~rograms of EPI and ORT.

d. Continue to monitor the financial feasibility of sustaining the
CCCD program after the project terminates. If it appears that
there might be a sustainability problem, explore the feasibility of
charging M 0.5 for each well and sick baby visit.

VII. Liberia

a. As the regular GOL sources of financing are getting weaker
alternative sources of financing should be sought and implemented.
AID/W has funds that are available for special studies on
financing and cost recovery and should be tapped for this purpose.

b. MH&SW should expedite implementation of the fee for service scheme
and decentralization of health service administration. CCCD should
take the responsibility to urge the MH&SW to take action
expeditiously.

c. CCCD Technical Committee should review the manual for financial
management developed for the decentralization and county
administration of health services, revise it as needed, and make it
available to personnel that will be managing revenue generated by
fee-for-service and drug revolving funds.

d. The current fee-for-service schedule should be revised after a
careful review of experience gained by the end of its first year of
application. The review should look into its effectiveness as a
means of generating revenue, its impact on utilization of services,
and issues related to the management funds. CCCD should identify
randomly selected s~t of facilities in its project area and
initiate collection of appropriate data.

e. Drug revolving funds are increasingly becoming popular in Liberia.
Since willingness to pay is often higher for drugs than for
services, management problems notwithstanding, drug revolving funds
have better chances of success than fee-for-service schemes. Thus,
the possibilities of subsidizing services by revenues of dru;
revolving funds should be looked into.

f. Any implementation of a health and/or MIS systec should include
collection ;and reporting of data on a set of inputs, outputs, and
financial aspects of health.



VIII. Malawi

a. MOH should develop action plans for Malawian sources of financing
to pay an increasing share of the CCCD project and other health
servica costs now paid by donors.

b. to develop this cost plan for CCCD project activities, the MOH must
develop improved service delivery and population coverage goals.

c. MOH staff efficiency can be improved, and, as a consequence, cost
savings can be realized and financing requirements minimized.

d. the cost recovery studies o~ actions to be undertaken in this
regard, re: CCCD activities, as defined in the Proag have not been
done.

e. given travel costs and long waiting times presently experienced at
health facilities in Malawi, the team does not recommend fees be
instituted for immunizations and ORS packets. At this time such
fees would be a strong disincentive to use.

f. the MOH should introduce fees for chloroquine where the demand is
"high". The fees should be introduced along with similar fees for
other curative medicines for which other sources of supply, e.g.,
local shops and PRAM also charge.

g. implemented fees must be equitable and must provide incentives for
a) preventive as compared with curative service use; b) rural
facilities as compared with hospitals; and c) from qualified a~

compared to unskilled providers.

h. a complete study of fees must include information of fee structures
at all health care providers, including private doctors,
traditional practitioners, and pharmacies.

i. a full study of health care financing must be conducted in the
country and experiments must be implemented.

IX. Nigeria

a. The experience of the first ear of project implementation has shown
that the original 4 state design of financial and situational
analyses followed by workshops in planning budgeting, and resource
allocation may be overly ambitious. There appears to be a need
for spending additional time in states building consensus on
financing strategies before scheduling workshops. ThU3, postpone
workshops until later in 1988 and build consensus on state specific
financing strategies.



X. Rwanda

a. The current proposals for cost recovery such as raising facility
fees or selling drugs through a national pharmacy, should be acted
on by the Minister as soon as possible. CCCD should help the GOR
accelerate this process as much as p~~sib1e through technical
assistance and/or the initial seed money for the establishment of a
revolving drug fund.

b. In order to increase the quality of health care in govt facilities
the GOR should ensure that the receipts from any increase in
medical charges stay within the community to be used entirely for
health care.

c. CCCD should look into purchasing its chloroquine supply directly
from the Rwanda Pharmaceutical Laboratoire of supplying the
Laboratoire with bulk materials for chloroquine production, once
the Laboratoire meets USFDA standards.

d. CCCD should also look into the possibility of supplying t~ the
Laboratoire the machinery necessary to increase production of ORS
packets.

XI. Swaziland

a. Unlikely for govt revenues to increase by the amount necessary to
cover the increased cost of the CCCD activities which are in the
short run equal to 8.7 % of the proposed MOH budget in 1986/7.
(Debatable do the calculation).

b. OP demand for health care is "elastic". Evidence, 17% decline in
OP visits due to a change in OP fees from zero to 1 E (lilangeni).
Check with Yoger about this result and Implication. If true,
should not introduce immunization card fee.

c. Cross subsidize CCCD activities by increasing the IP per bed day
fee by 50 percent from 1.0 to 1.5 E. Also increase other fees such
as emergency fees and X-ray fees.

d. Potential to reduce the ~~~t of immunization services. Based on
findings of Robertson and Quails which indicated wide variation in
cost per immunization across facility sites in country in 1985. CK
analysis.

e. Introduce commercial sales of ORS and chloroquine. Money and time
price to consumer can be reduced, especially if can procure ORS
from Lesotho producer and can minimize overhead markups. Also
design commercials to increase commercial sales via new Health Com
project.

f. Govt doesn't know how much it is now contributing to CCCD
activities. Thus, improve accounting practices to find this out.

\\\b



XII. Togo

a. USAID/Lome and CCCD should encourage the MOR to adopt ~ FFS system
to help support the recurrent costs of CCCD.

b. USAID and/or CDC should provide the MOR with technical assistance
for the design of a FFS system if appropriate.

c. A future USAID health sector support project might conl3ider picking
up some of the recurrent costs of CCCD activities.

d. The MOR should consider providing chloroquine and ORS I)n a
wholesale basis to private-market se:'.lers to assure th'e widest
possible distribution at lowest cost.

e. Conduct a study of the 'expected savings in IV solution for
treatment of severe diarihoea. Study can be financed from Proag
operations research money.

XIII. Zaire

a. One major concern relates to the Zairian Govt. financial support of
the project in light of financial circumstances occurX'ing over the
last two years. Thus, the Proag must be amended to I'ec:tifY the
pr~blems caused by economic factors and related issue~l. An
extension of project funding and increased funding should be
considered so as to achieve the program's objectives Clf reducing
childhood mortality by 50%. USAID/Zaire should consider becoming
more involved in the financial and management aspects of the
project.

b. GOZ ordinary budget support for the project should be increased up
to the level necessary for the accomplishment of the project's
planned operations. USAID may have to reduce its project's
investment if the GOZ proves to be incap"lble of supporting
recurrent costs of the current, future, or revamped proj (:lct. The
level of GOZ funding for oper.?:dng costs should be thE! key factor
to determine if the project will be self-sustainable nft~!r USAID
funding is removed. Any recommendation for a new acttvity
requiring financial resources shOuld be accompanied by a
recommendation indicating which implemented activity flhould be
sacrificed to make funds available for the new activity.

c. The various existing Zairian systems for recovering CCISt, the
demand for primary health care services, the cost, and thE!
interventi~ns of the PEV/CCCD should be studies. Thefle studies
would determine ways of improving the Zairian primary health care
program's facilities for recovering costs. The findings of these
studies should be used in health wvrker training courfles funded by
this project.

'\



d. USAID should playa bigger role in helping PEV formulate its budget
and defend it before the Dept. of Finance.

e. USAID should playa bigger role in managing the financial aspects
of the project, including the counterpart fUlld component, and the
flow and distribution of project resources such as frigs,
motorcycles, etc.

f. A separate cost-effectiveness study should be made for each of the
CCCD interventions, as well as a comparison with the cost
effectiveness of the whole program.

g. A study of the total cost for vaccinations should be conducted by
consultants.

h. PEV/CCCD should use funds from fee paying services of other
sources to contribute towards fuel maintenance costs for the
vehicles and refrigerators. In addition, PEV/CCCD should study the
possibility of using more economical frigs in the health center.s,
and, in any case, not distribute this materiaJ before insuring that
operating expenses will be covered.

i. PEV/CCCD should promote studies on the reasons why certain doctors
are reluctant to use ORS in health centers and the ways to
counteract this reluctance.



APPENDIX D:
Additional Tables Summarizing the Benefits and Issues

of Alternative Community Financing Options



Table 0.1: ALTERNATIVE COMMUNITY FINANCING METHODS

I
Major Factors

ITypes of Affecting Economic Technical Con1nunity
Methods Resources G.enerated _ Cost Supported Viability Status Required Prerequisites-

Fee for local currencf; in Recurrent: CHW comper.sa- Regularity of drug Fee setting; accountin~ leadership comn "tment
service kind (produce tion; drugs supply; ability of essential

peo~le to pay

Drug sales Loea1 C'lrrency; Recl'rrent: drugs; CHW RegUliilr1t.~ of dru, Price setting; Inventory Leadership commitment
labor cQJI'lIpensation supply; a il~ty 0 management; accuunting essential

people to pay; man- PremiUM sett~ng;

agement of capital accounting

~-Personal local curren,); in Rec~lrrent and some 11I11 11 ngness and Premium setting; Widespread under-
prepayment kind (produce one-time: CHW c~nensa- ability of people to accounting standing of vrepayment

t10nj drugs somet1mes ~~ mana¥ement and essential
hosp tc:1izatfoll echnica factGrs I

Product'lon- local currency; Recurrent and one-t1"~~ Market f&ctors affec- Premium setting; Depends ~n management
based labor CHW compensati Oil; drugs; ting product1o,,; IIan- aC<:(ju~ting structure
prepayment sometimes hospitalization clgement and teehnic31

factors

Income Labor (used to Recurrent and one-time: Market factors affec- Depends on project Widespread commitment
generation create cash) CHW compens4tion; drugs tir.; produ~t1on; pUbl~c to activities being

w\l1in?nesS to supportetJ
partie pate

COlmlunity labor One-time: facility con- Public's willingness Facility des i9" Widespread commitment
l ..bar struction; community to participate to activities befng

projects suppor~ed

Individual Labor Recurrent: ~olunteer CHWs Turnover ~ate of vol- Keaith related s~il1s eom.unity support MUst
1abor unte~r staff; ~eed for develop to ensure long··

retraini~g of replace- range support
ment staff

Donations local curr~l'Icy; One-time: facility con- Public's willingness None Widespread support
and ad hoc materials; lahor struction; equipment pur- and ahfHty to essential for assess-
assesslllents I.:hase participate ments

i
though not for

donat ons

Festivals. local currency One-time: facility con- Public's willingness None ee..itment of community
raffles. struction; ~qu1pment pur- and abil ity to leaders may be adequate
t)tc. chase pay

- I

Source: Stinson II (1982).

Notes: CHW: Community Health Worker



Table D.2: EFFECTS Or ALTERNATiVE COMMUINITY FiWANCING METHODS ON THE
SCOPE AND AC~ESSIBILITY OF PRIMARY HEALTH CARE SERViCES

Method Income-Related Adjustments Risk Shari ng

fee for Service Sliding scales feasfb'e and common Only the sfck pay

Drug sales Adjustments rare: indigent may be helped Only the sick pay
by supplemental funding soun:es

Personal pre- Premiums often adjusted for household Rfsks are shar~d. although users
payment fncome still pay additional fees

Production-based Usually all partfcipants benefit equally, Risks are shared. although users
prep<..yment regardles~ of inputs may still pay additional fees

Income generating Most community members can contribute R1sk~ are shared
schelies , in some way

COlllllunf ty 1abor Most cOlm\.mity members can contribute Risks are shared
1n sOlIe way

Individual labor Not applicable Not applicable

Donations and Donations generally reflect donor's Risks are shared
assessments resources; assessments are sometimes

income adjusted

Festivals, raffles, Risks are shared
etc.

Source: Stinson (1982).



Table 0.3: OVERALL EVALUATION OF COMMUNITY FINANCE ALTERNATIVES

Methods Strengths Weaknesses Appropriate Uses I Supplemental Needs COl1I1lOn Problems

Fee for familiarity; may draw Mostly supports cura- Payment of health
,

Support for preventive Many are rel~ctant to
service current private spend- tive services for those workers if moderat~ and community work pay minimally trained

ing into public sector who can afford to pay; by sliding scale community worker when
no risk sharing traditional or private

practitioner is available

Drug Reduces drug costs Supports mainly cura- Coverage of in- Help for the poor; Supply interruptions;
sales through use of unpaid tive ,are for those country drug forei~n exchange for -decapitalization-;

labor ard emphasis who can afford to pay; costs impor s; support for black marketing
on limited range of no rhlt sharing preventt ve and
essential drugs cOlllllunity work

-
P~rsonal Spreads health costs People often reluctant Prepayalent of Back-up funds may be Many people prefer
prepayllent betwaen the healthy to pay for health care fixed costs. if needed for cost over- service fees when

and the sick except when specifi- adjusted for runs given the option;
ca11 y required famll y income adverse selection

Production- Bases financing on Available for limited Afpropriate for em- Support for subsis- Especially subject
based existing economic unit population groups (ex- p oyed per'sons or tance groups to economic forces

cept where vroduction for cOOferative or
i s cOllllluna1 communa production

IncOlle Allows community la- Start-up costs may be Most appropriate for Back-up funds Especially subject
generation bor to be used for especially high mult1sectoral (expe- to economic forces

recurrent costs cially PVO) projects

Connunity Uses an abundant Only seasonally avail- Appr~priate for Support for recurrent Community loses 10-
labor resource able and only for one- facn ny construction costs terest if govern-

time costs and ",a1I'tenance ment does not provide
expected inputs

Individual Uses an abundant Generally available only Mainly for part-time Referral links for May be unavailable
labor resource part-time; high turnover and supplemental all but sfllple when needed

may raise training costs health activities probleals

Donation May use read) If Li=1ted utility. Purchase of equipment Support for recurrent May be difficult to
and ad hoc available loca mainly for one-time or initial drug costs motivate
assesSllents materials; donations costs supply

allow people to contrib-
ute according to ability

festivals. PeOfle may -enjoy- limited utility. m,ainly Purchase of equipment Support for recurrent
raffles. etc. pay.ng for one-~fme costs; low or initial drug supply; costs

efficiency capital construction in
some countries

Source: Stinson (1982).
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