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CHAPTEK 1
INTRODUCTION

This study analyzes the financing or health services and medical care in
Thailand. The focus is on current and projected patterns of expenditure
anc on priorities for government policy. The study addresses three basic
questions:

- How much is being spent for health, by whom and for what?
- kWhat are the trends?
- What are the implications for policy?

The most important finding of the study is that health services are
financed overwhelmingly by direct expenditures of households and that
these expenditures are increasing faster than household incomes. Thus
the study is based, above all, on intensive analysis, modeling and
projection of household expenditures using household survey data
collected by the National Statistics Office (NSO) in 1875-1976 and
1581-1962 and by the Ministry of Public Health (MOPH) and the Institute
for Population and Social Research, Mahidol University, in 1578-1981.
The study also draws on numerous secondary sources and on primary data
collected by the MOPH, the NSO, the Ministry nf Finance, the Ministry of
the Interior and the National Economic and Social Development Board.

The Study is divided into seven chapters. Tne remainder of this chapter
presents an overview of health care resources, including health
personnel, hospitals and health centers, and geographic distribution.
Chapter 2 analyzes the sources of health sector Tinance, focusing on
trends, and projections of MOPH and other government expenditures.
Chapter 3 reviews costs and cost recovery in government health centers
and hospitais. Chapter 4 analyzes household expenditures for health
services and medical care, and concludes with an analysis of the problems
of the urban poor. Chapter 5 reviews the extensive efforts to mobilizing
community finance of primary health care in rural areas. Chapter 6
analyzes health card funds -- a new MOPH initiative to develop a prepaid
rural health system that. will. encourage.the.use_of..preventive services,
rationalize the use of curative services and increase cost recovery.
Chapter 7 summarizes the.overall findings, conclusicns, and
recommendations.



1. leath Care Recources: Overview

Health care resources, including health personnel and hospitals are
concentrated in Bangkok, and a few other urban areas. In Bangkok in
1981, there was one physician for every 1,362 people, while residents of
other provinces, who rely laraely on MOPH facilities when they seek
professional health care, were served by one doctor for evev 14,027
people. (See Table 1.1.) MOPH health centers and district hospitals are:
major sources of both primary and secondary care in rural areas; MOPH
provincial hospitals piay & major role in non-Banagkok urban areas. In
Bangkok, tne university hospitals, other non-MOPH public hospitals, and
private hespitals and clinics are the most prominent providers of
professional health care. The availability of pharmaceuticals is a
noteworthy similarity between Bangkok ana the rest of Thailand : over 15
thousana drug outlets are dispersed throughout the nation. Bangkok, with
one-tenth of the population, contains about one-fourth of the nation's
arug stores but most of its trained pharmacists. (See Table 1.1.)

Tab]e_].]

Population to Health Personnel Ratios, 1981

Health Personnel Intensity Otner Whole
Banakok Provinces Kinadom
Population per Physician 1,362.3 14,027.3 5,851.5
Population per Dentist 7,914.2 110,558.4 44,6271
Population per Pharmacist 2,331.1 10%,445.3 17,71¢8.4
Population per Nurse 494 .2 4,803.1 2,422.9
Population per Midwifery Nurse 7,708.9 £,345.4 5,£36.6

Source: Division of Health Statistics, MOPH.
1677-1681"

"Public Health Statistics,



2. Bangkok

In the Bangkok area in 1583 there were 76 private hospitals (55
2eneral and 23 specialized) and 22 private inpatient clinics (17
nidwifery, 4 traditional general and 1 traditional miawifery), having a
total of over £,500 beds, more than half the private hospital beds in
hailand's (See Tables 1.2). The Bangkok Metropolitan Administration of
he Ministry of Interior's Department of Medicine ran four hospitals
:otalling 1,484 beds. Other Bangkok public hospitals incluae the Police
iospital, hospitals run by the Ministry of Defense, university hospitals,
ind Ministry of Cormunications hospitals. Although some have the
ystensible mission of serving a particular group - the military, police,
nisoners, a ministry's employees -- these institutions -serve the general
ublic as well. The Ministry of Public Health estimates that other
iinistries' hospitals and those of state enterprises constitute over 20
ercent of the hospital beds in Thailand, and a majority of these
‘acilities are in the Bangkck area. (See Table 1.3.)

Although the size of some of these hospitals is not published, it is
‘easonable to estimate that government and state enterprises provide at
gast three-fourth of the hospital beds in the Bangkok area.

Tne largest private nospitals in Bangkok, as measured by number of
eds, are not-for-profit huspitals. These hospitals do not charge
atients who canaot afford to pay. These hospitals, and some smaller
ther private hospitals and private clinics, at least partially offset
:hese subsidies by charging prices greater than cost for more luxurious
‘ooms, private nursing, and other special services. Prices at private
‘acilities are generally higher than for equivalent services at public
‘acilities, but many people are willing to pay for less waiting time and
. greater choice of doctors. Relative to per capita income, prices for
rivate medical care in Bangkok are lower than in other parts of the
ountry.

Services by medical specialists from the universities are also
wvailable a2t private hospitals and clinics because most physicians
rorking at public facilities have private practices as well. Most
hysicians in Bangkok are based-at public facilities; few physicians work-
nly at private hospitals-or clinics (Table 1.4 counts only those working
‘ull time at private facilities). Not only are there many mora
hysicians per capita in Bangkok, but the Bangkok area has almost ten
.imes” av many nurses per caijpta as do the other provinces.on average,
ith a nurse for every 494 people in Bangkok. (See Table 1.1.)
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Distribution of Health Resources:

Table 1.2

Private Sector, 1983

- Whole
Resources Bangk ok Central Horth Hortheast South Kingdom
Medical Institutions
He. of General Hospitals 55 (4,918) 52 (1,177) [ 29 (1,025) 23 (547) 28 (769)| 187 (8,435)
No. of Specialized Hospitals 23 (2406) 5 (50) - 4 (70) - 32 (366}
No. of Midwifery Clinics 17 (229) 70 (357) 4 (23) 4 (24) 18 (122) 1 113 (755)
No. of Traditional General
Clinics 4  (125) 2 (20) 4 (35) - - 10  (180)
No. of Traditicnal Midwifer ‘
Clinics i (4) - - - - 1 (4)
Total _100 15,52Z) | 129 (1,604} | 37 (1,0U83) 3171647 46 (8917 [ 3437 (9,741)
Outpatient Clinics
No. of First-Class Clinics 2,026 900U 533 456 340 4,255
No. of Second-Class Clinics 19 19 11 9 28 &6
No. of First-Class Dental
Clinics 491 190 116 74 73 944
Ne. of Second-Class Dental
Clinics . 222 167 47 29 60 525
No. of First-Class Midwifery
Clinics . 15 137 176 143 39 514
No. of Second-Class Midwifery
Clinics ‘. 8 37 75 42 10 172
No. of Traditional Clinics 469 129 36 27 37 698
No. of Traditional Midwifery
Clinics ‘ 3 1 - - 2 6
Total 3,257 1,580 999 780 kg9 7,200
Drug Stores _
No. of Drug Stores 2,114 2,478 1,429 1,447 826 8,294
No. of Traditional Drug Stores 1,693 2,015 1,204 1,372 546 6,830
Total 3,807 4,443 2,633 2,810 1,372 15,124

Source:

Office of the Permanent Secreta
Note:™ (1) In parentheses are' the numbe

(2) Medical personnel in the private sector are normally underreported.

according to minimum requirements set by the MUPH.

ry and the Office of the Food and Drug Committee, MOPH.
r of beds.

Reporting'to the MOPH
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Table 1.3
Health Resources by Administration/Sector, 1981
Other | State | Muni-
Resource MOPH Minis-| Enter-| cipali< Frivate| Total
tries | prises| ties Sector
Sources of Medical & Health Services
No. of Hospitals 438 64 23 6 152 683
(64.13%) | (2.37%)](3.37%)((0.88%)|(22.25%)]| (100%)
No. of Beds 47,780 {13,912 956 {1,558 6,990 (71,196
(67.11%) [(19.54%){(1.342){(2.19%) | (9.82%)}(100%)
No. of Clinics - Co- - - 6,730 6,730
(100%) |(100%)
No. of Health Centersd/ 4,728 49 n/a n/a - 4,777
(98.57%) | (1.03%) (100%)
No. of Midwifery Centersd/| 1,498 - - - 58 1,556
(96.27%) (3.73%)|(100%)
No. of Community Health 100 100
Centers (100%) (100%)
Health Personnel
No. oT Physicians 2,987 2,667 175 371 731 6,931
(43.10%) |(38.48%) [(2.52%)|(5.35%) {(10.55%)|(100%)
Nc. of Dentists 401 420 4] 97 9g 1,057
(37.94%) |(39.73%}((3.88%){(9.18%) | (2.27%)|(100%)
No. of Pharmacists 616 416 153 68 1,424 2,680
(22.99%) |(15.63%) {(5.71%){(2.54%) |(53.13%)|(100%)
No. of Nurses &,526 6,370 680 11,525 2,498 (19,599
(43.50%) |(32.50%)1(3.47%)[(7.78%) |(12.75%)|(100%)
No. of Midwifery Nurses 7,832 65 21 116 543 8,577
(91.32%) | (0.76%){(0.24%)[(1.35%) | (6.33%)[(100%)
Note: a/ MOPH administers 4,725 health centers which are located in
districts and subdistricts in provinces outside of Bangkok.
The Department of Health, Bangkok Metropolitan Administration Office
runs 49 public health services centers located in Banugkok.
b/ After the implementation of the Fifth Five-Year Health Development
Plan (1982-1985), in 1982, all midwifery centers became health
centers, and in January 1984, there were 7,072 health centers
nationwide (Source: Rural Health Division, MOPH).
“"Source: Division of Health Statistics; MOPH,. "Public Health Statistics,

1977-1981



Table 1.4

llealth Resources: Baiigkok Metropolitan Administration

1978-1984
Resources & Patients 1978 1979 1980 1981 1982 1983 1984
Department of Medical Services
No. of Bedsl/ 1,658 1,641 | 1,210 | 1,428 | 1,448 | 1,484 n/a
No. of Physicians 198 255 253 237 241 27 287
No. of Nurses 718 718 939 1,022 995 1,150 1,418
No. of Assistant Nurseg 203 201 209 179 194 178 231
No. of Outpatients/Month 59,575 60,298 | 58,981 66,199 | 65,359 | 70,766 n/a
No. of Inpatients/Montb, 3,878 3,982 4,182 4,066 4,291 4,463 n/a
Department of Health fj
No. of Health Centers 39 a5 a5 46 a8 51 531/
No. of Physicians ’ n/a n/a n/a 71 70 65 641/
No. of Nursing Staff n/a n/a n/a 249 407 455 4781/
No. of Qutpatients/Month 607,878 702,556 |716,232 693,175 7]5,729 748,370 n/a
Note: 1/ Data up to July, 1984 :
2/ 1he number of beds for infants {1-28 days) is excluded.
Source: Department of Medical Services and D

Bangkok Metropolitan Administration

epartment of ilealth,



While inpatient care in Banakok is predominantly providec by public
facilities, private clinics contribute the bulk of outpatient clinics.
Banakok contains almost half the nation's private clinics. Many are
quite small, the equivalent of a doctor's office, with one or two
physicians on duty at a time. About one-third of these clinics are
aental or midwifery centers,

3. Other Provinces

Outside Bangkok, the provincial and regional hospitals are major
sources of seconaary care. MOPH health centers ana district hospitals
are cesigned to offer routine care and to refer more complicatec cases f
the provincial and regional hospitals. Many people regard the regional
and provincial hospitals as offering superior care, and some hypass the
health centers anc district hospitals, even when these smaller faciliti¢
could adequately meet their needs. Thus the recional and provincial
hospitals tend to be over-utilized, and some local facilities to be
unger-utilized.

District hospitals tenc to be small: most have 10 to 30 beas, tne
larger ones have arnund 60 heds. These hospitals have an average of one
physician For every 20 beds. There are 460 district hospitals spread
throgghout the couniry, 39 percent of them in the Northeast. (See Table
1.5.

The Central Region, with 23 percent of bcth district hospital beds
and district hospitals, has 22 percent of the non-Banakok population.
Tne North and South are served by 22 percent and 13 percent of district
hospital beds respectively, and the Northeast with 42 percent. The
distribution of beds corresponds very closely to the distribution of
population.

Provincial hospitals, iarger than district hospitals, average arounc
14 physicians and 55 nurses. Thirty-nine percent of the 74 provincial
hospitals are located in the Central Region, accounting for 40 percent ¢
the physician and nursing staff of all provincial hospitals. (See
Table 1.5.)

Regional hospitals are more evenly distributed.among the regions:
the Central, Northeast -and South each have four;-there are three regione
hospitals in the North. The professional staff in proportion to
population js weighted slightly in favor of the Central Region, and
against the Northeast.



Table 1.5

Distribution of MUPH lMealth Resources by Region (Excluding Bangkok), 1983
Resources .
Central Horth Nortlheast South Hhole Kingdom
Health Centers
Ho. ol lealth Centersl/ 2,001 1,494 2,362 1,240 7,100
: - {28.23) (21.04) (33.27) (17.46) {100.00)
No. of Health Perscnnel 4,047 2,608 4,473 2,131 13,559
(29.85) (19.23) {33.00) (17.93) (100.00)
District Tlospitals
No. of Hospitalsl/
10 beds : 72 73 118 61 324
30 beds 25 25 43 10 103
60 beds 7 6 17 2 32
Total 104 104 178 73 459
{22.66) (22.66) {38.78) {(15.90) (100,00)
No. of Physicians 113 79 155 3 396
(28.54) {19.95) (39.374) (12.37) {100.00)
No. of Nurses 1,385 1,093 1,688 880 5,046
(27.45) {21.66) (33.45) {17.44) {100.00)
No. of Health Personnel 548 464 640 272 1,924
) (28.48) {24.12) (33.26) (14,14) {100.00)
Provincial llnspitals
Ho. of Hospitals 29 17 13 15 74
(39.19) (22.97) {(17.57) (20.27) (100.00)
No. of Physicians 430 237 182 172 1,021
(42.11) {23.21) (17.83) (16.85) (100.00)
No. of Hurses 1,684 967 824 884 4,359
{38.63) {22.18) (18.90) (20.28; (100.00)
Ho. of Health Personnel 3,066 1,744 1,409 1,386 7,605
(40.32) (22.93) (18.53) (18.22) (100,00)
Reglonal Hospifﬁ]s
Fo. of Hospitals 4 3 4 15
) {26.67) (20.00) (26.67) {26.67) {100.00)
Mo. of Physicians 215 i72 © 190 106 683
(31.48) (25.18) (27.82) {15,52) (100.00)
No. of Nurses 563 496 661 387 2,107
(26.72) (23.54) (31.37) (18.37) {1G0.00)
Ho. of Health Personnel 814 696 1,089 663 3,262
{24.95) (21.34) (33.38) (20.32) (100 00)

17 The Figure includes heanth cenf'rs and 10-bed hospitals under construction and those not yet

offering services

Source: Health Planning Division, MOPY



The main source of professional primary health care in rural
Thailand, the Tamhon health center, is the most diffused of the MOPH
health posts, with 7,100 spread throughout the nation. One-third of the
heai“h centers are in the Northeast, 20 percent in the North, and 28 and
17 percent are in the Central and South respectively. Health personnel
are distributed in similar proportions; there is an average of 1.9 health
workers for every health center. These workers are trained to offer
routine primary health care, and to refer cases beyond their expertise to
district or provincial hospitals. Frequertly the heaith center is also a
d-ug store, or is close to one.

Kesults of a 1981 survey by the kational Statistical Office indicate
that those in urban areas are more 1ikely to seek care at a hospital than
a health center. In urban areas, 83 percent of those who sought health
services went to government or private hospitals, or to a clinic, while
12 percent went to health centers. (Tnhis urban sample includes Bangkok,
and visits to health centers include referrals to other sources of
care.) In rural areas, 52 percent of health care visits were to
government or private hospitals, while 36 percent were to health
centers. This is due to availability and hence easier access to health
centers 1in rural than in urban areas. In rural areas, where travel to a
hospital can be expected to be a greater burden than it is for city
dwellers, a preference for government hospitals and for clinics is
markedly greater among the unemployed, who choose them 86 percent of the
time, and go to health centers only 12 percent of the time. In contrast,
the rural employed, for whom travel and waiting time represents forgone
earnings, chcose health centers one-third of the time, and go to
hospitals or clinics 58 percent of the time. (Another plausible
interpretation is that the employed are healthier, and people look to
health centers for treatment of less severe health problems).

Private clinics and hospitals, although over-shadowzd by HOPH
facilities, do exist outside Banagkok. (See Table 1.2.) The private
clinics and hospitals are located primarily in urban areas. A 1979
survey of households outside of Bangkok indicated that urban households
utilized private clinics almost twice as often as government health
posts, whereas rural households turned to government health posts roughly
twice as often as to private clinics. The rural dependence on government
"health posts is most-pronounced in the Northeast, where rural-households
~-turn tn the posts more-than three-and one-third times as..often as they do
to r .vate clinics: -
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CHAPTER 2

SOURCES OF REVENUE: WHO PAYS FOR HEALTH CARE

1. Introduction

Approximately two-thirds of health care expenditures are funded
directly by households or other private concerns. (See Table 2.1.) Thi:
chapter first offers an overview of total health finance in recent years
and projected into the future. Next it explains in some detail what
public funding goes to which health care facilities and programs. Public
funding is easier to describe, in that it is more clearly channelled, anc
less ciffuse, than household spending. Yet public spending constitutes
mere third, and the MOPH budget a fifth, of health care spending in
Thailand. This perspective is key to understanding health care finance
in Thailand. The chapter closes with a brief survey of private health
care expenditure, to be explored further in Chapter 4.

2. An Overview of Health Care Finance in Thailand

Total expenditures for health services and medical care have grown
rapidly in real terms in recent_years: from 25,783 million Baht in 1979
to 41,771 million Baht in 1983.1/ (See Table 2.2). They have arown
from 3.5 percent of GNP to 4.6 percent, and from 633 Baht per capita to
845 Baht in the years 1572 to 1983. This rate of jncrease per capita,
7.5 percent per year, is higher than any industrialized country. If the
trend continues through 1991, expenditures will reach 6.4 to 7.¢ percent
of GNP (depending on assumptions about growth of the economy), or about
1,660 Baht per capita.

In the years 1979 to 1983, public scurces have been a slightly
declining proportion of health care finance. (See Table 2.3.) By 1983,

househclds and other private sources accounted for 69 percent of health
sector finance, MOPH accounted for 19 percent, and other government
sources for 12 percent. Were these trends to continue through 1991, the
MOPH budget would have to more than double in real terms to remain a
constant proportion of total health care finance. If MOPH expenditures
remain a constant proporcion of the government budget, MOPH expenditures

will be a decreasing proportion of the total.

1/ These and all other Baht figures presented in this chapter have been
converted to 1983 Baht unless otherwise noted.



Table 2.1
Sources of llealth Expenditure Contribution (1983 Prices)

(Unft: Million Baht)

1976 1977 1978 1979 1980 1981 1982 1983
Hinistry of Public lealth's Budget 1/ "~ 4,979,72 6,114.20 5,463.03 6,009.77 5,370.57 6,136.02 6,897.72 7,202.41
: o, (20.04) (20.59) {17.30) {17.88) (18.16) (18.92)
Other Hinistries' Budget 17— , 7,038.02 TZ,205.30 | T 2T T 7 5er 2,722.05 | 2,770.37 | 7,947.43 |T3,133.80
‘ ' (8.54) {8.85) (8.77) (8.07) {7.76) {- (7.50)
State Enterprises’ Budgetl7bs P8 06| 85,30 | 9F 17— 83.02 B396 VT 9037 | 13956 9755
(0.35) {0.28) {0.27) (0.26) (0.40) (0.22)
Government Medical Expense R n/a n/a 542.36 693.72 782.06 1,088.57 | 1.,257.77 1,482.27
for Government Official and Workers</ {2.00) (2.38) (2.52) {3.18) {3.31) {3.55)
Workmen's Compensation Funds7 - z 9977 113767 - 117.42 16317 156.86 205,43
{0.3€) (0.39) {G.38) {0.47) {0.41) {0.39)
Private Insurance Companies’? 199,13 357,76 | 390708 31734 276.02 310.56 | 33077 349755
(1.25] (1.09) (0.89) (0.90) (0.87) (0.84)
Private Companies, Other State n/a n/a “18,110.96 _1§T§75.80 21,236,072 ?2,850.27T'_?5,852.46 28,213.74
Enterprises and Consumers' ContributionS/ (66.48) (65.03) (68.42) (66.61] (68.05) (67.54)
Forelgn Alds T 2637V |7 239080 | 7288.39 T 408.53 T3 90118 394.9837 3913827
{0.98) (1.39) (1.45) {2.63) (1.04) {0.94)
Total v 17,800.94 26,352.84 27,255.32 29,182.96 131,037.24 34,320.71 37,987.61 41,771.14
(100.00} {100.00) (IQ0.00) {100.00) (100.00) (100.00)
HOTE: a/ Ad from WIIO is included while it is not included in the other years.
E/ Include only 3 State Enterprises where da2ta are avallable.
c/ The figure is a residual amount obtained by subtracting government medical ex

penses for government officials and workers, woikmer's

compensation fund expenses and piivate insurance companies' expenses for personal and health from total private health expenditures

SOURCE 1/ llealth Planning Division, MOPH

- 2/ Comptroller General Department, Ministry of Finance
3/ Workmen's Compensation Fund, Department of Labor, Ministry of Interior
LV} National Economic and Social Development Board, Office of the Prime Minister
§/ Department of Technical and Economic Cooperation, Office of the Prime Minister
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Table 2.2
Total Health Care Expenditures,
Actual and Projected
1679 - 1991

(1983 Baht)

Tetal Percent GNP Per
Year | Expenditures projections projections capita
(mi1lion Baht) | assume low assume hiah (Baht)
growth rate growth rate

1979 25,183 3.5 3.5 633
1980 31,037 3.8 3.8 668
1681 34,321 4.1 4.1 723
1982 37,988 4.5 4.5 794
19€3 41,77 4.6 4.6 845
Projections:
1934 46,186 4.9 4.8 919
1935 51,068 5.3 5.0 1,001
1986 56,466 5.6 5.2 1,089
1987 62,434 6.0 . 5.5 1,185
1988 65,034 6.4 5.7 1,290
1989 76,331 €.9 .5.9 1,403
1990 84,399 7.3 6.2 1,528
1961 93,320 7.9 6.4 1,662
Source: 1979-1983, from; NESDB National Income of Thailand, 1983.
Note: Expenditure projections are computed by applying the weighted

average annual growth rate for the years 1979 to 1983 as a
constant growth rate for the years 1984 through 1991. The
weights used were 0.1, 0.2, 0.3, and C.4 for the years
1979-80, 1980-81, 1981-82, and 1982-8B3 respectively.
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Table 2.3

Sources of Health Care Expenditures
(1683 Rant)

Household and

Year Cther Private MOPH Cther Government

million row million | row million row

Baht percent Baht percent | Baht percent
1979 19,408 66.5 6,010 20.6 3,765 12.9
1680 21,629 £0.7 5,371 17.3 4,037 13.0
1981 23,334 6€.0 6,136 17.9 4,849 14.1
1982 26,340 69.3 6,898 18.2 4,749 12.5
1983 28,768 68.9 7,902 18.9 5,029 12.2
Projections:
1984 31,866 6€.8 &,870 16.1 5,5€3 12.1
1985 35,298 68.7 €,956 19.4 £,114 11.9
1986 35,100 68.6 11,174 18.6 €,695 11.8
1987 43,311 68.5 12,543 19.9 7,331 11.6
1688 47,976 68.5 14,078 20.1 8,027 11.4
1989 53,143 68.4 15,803 20.3 8,790 11.3
1290 58,866 68.3 17,738 20.6 9,625 11.1
1851 €5,206 68.2 19,910 20.8 10,539 11.0

Note: Method of projection same as Table 2.2
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3. The MOPH Budaet

Tne total budaet of MUPH increased from 6,897 million Baht in 1982 to
&,823 million Baht in 1985 {at 1983 constant prices). (See Table 2.4)
This represents 4.13 percent of the total government budget in 1962 and
4.44 percent in 1985. We examine it by proaram, by level of care, by
agepartment, and geographic area.

-

3.1 Budget by Prozram

The MOPH budget is allocated to 1C programs. As shown in
Table 2.4, the three largest programs are physical medicel care, health
promotion and cummunicacle disease control. These three programs
$ogether account for about 87.5 percent of total MOPH budget during
9g82-85, :

From 1982 to 1985, there has been a slicht increase in
percentage of MOPH budget allocation to health promotion (from 16.86
percent to 18.75 percent), anc communicable disease control (from 17.72
percent to 18.64 percent). A slight decline, on the other hand, is found
in allocations to physical medical -care (from 53.39 percent in 1583 to
~-50.78 percent -in 1585); mental-medical--care (3.64 percent-in 1982 to 3.20 -
in 1985), general administration (from 1.54 percent to 1.52 percent), and
the drug addiction program (from 0.53 to 0.42 percent). Allocaticns to
other programs have been almost constant in their proportions.

It is noted that the increases in percentage allocations are
tfound in programs which are generally classitied as preventive measures
and are largely considered as primary health care. Although the changes
in these proportions have been small, a slight trenc can be seen over the
5th plan period to suggest a greater emphasis on preventive and primary
health care by the MOPH.

3.2 Budaget by Level of Care

Table 2.5 shows .thatin. very broad-terms;-primary-health care
including such activities as nutrition, sanitation, provision of
essential drugs, immunization,-health_education, .communicable disease
control, family planning, and curative care at health centers, receivea
budget allocation of 1,872 million Baht (at 1983 price) in 1981, while
secondary and tertiary health-care receivec 3,729 million Baht. These
represent 30.5 ana 60.8 percent respectively of total MOPH budget in
1981. These proportions,-however, have changed over time-in the
direction of more emphasis on primary health care and less on secondary
and tertiary health care. By 1985, the MOPH budget allocated to primary
health care reached 38.77 percent while that allocated to secondary and

tertiary health care ha been reduced to 52.95 percent.
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Table 2.4
1982-1985 (1983 Price)

MOPH Program Budget:

Million Baht

Frogran 166¢ i 1983 i 1GB4 198D

General Aaministration 123.5 134.2 135.1 134.2
(1.94%) (1.70%) (1-.62%) (1.52%)

Medical Care (Physical) 3,894.3 £.,220.0 4,303.2 !4,480.3
(52.11%) (53.29%) (51.71%) (50.78%)

Medical Care (Mental) 251.0 270.7 274.¢ 282.6
(2.64%) (3.43%) (3.30%) (2.20%)

Communicable Disease Cont.| 1,222.4 1,3€6.5 1,487.0 1,644.8
(17.72%) (17.58%) (17.87%) (18.64%)

Drug Addiction 36.6 25.9 35.5 37.0
(0.53%) (0.46%) (0.43%) (0.42%)

Heal th Promotion 1,162.6 1,320.0 1,491.0 1,654.3
(16.86%) (16.70%) (17.52%) (18.75%)

Training & Manpower Dev. 366.8 376.6 434.7 418.8
(5.32%) (4.74%) (5.22%) (4.75%)

Research & Lab. Dev. 35.7 43.3 44 .6 45.8
(0.52%) (0.55%) (0.54%) (0.52%)

Food & Drug Control ¢.3 40.7 £7.0 57.1
(0.71%) (0.63%) (0.56%) (0.65%)

Supplementary Program 44.7 64.6 68.7 68.3
(0.€5%) (0.82%) (0.83%) (0.77%)

TOTAL 6,857.4 7,902.5 €,321.7 ,823.2

(100.0) (100.0) (100.0) (100.0)

Note: . Price index for 1984 and 1985

Source:

increase as from 1982 to 19E3.

Health Planning Division, MCPH

is assumed to represent the same rate of



Table 2.5

MOPH Budget by Level of Care

(Million Baht)

..L'[_

Level of Care 1981 1987 1983 1384 1985
Primary Health Care 1,872 2,334 2,670 2,990 3,421
' (30.51%) (33.841) (33.79%2) (35.93%) (38.77%)
- Bangkok - - - - -
- Other Urban 340 378 427 448 475
(18.16%) (16.19%) (15.99%) . [ (14.98%) (13.88%)
- Rural 1,421 1,647 1,924 2,294 2,678
(75.91%) (706.57%) (72.06%) (76.72%) (78.281)
- Unclassified 11 30¢ 319 248 268
(5.93%) (13.247) (11.95%) (8.297) (7.83%)
Secondary & Tertiary lealth Care 3,729 3,931 4,563 4,592 4,672
(60.77%) (58.99%) (57.74%) (55.18%) (52.95%)
- Bangkok 665 610 578 553 547
(17.83%) (15.52%) (12.67%} (12.04%) (11.71%)
- QOther Urban 2,106 2,775 2,280 2,322 2,415
(56.48%) (55.33%) (49.97%) (50.57%1) (51.69%)
- Rural 958 1,146 1,706 1,717 1,710
(25.69%) (29.15%) (37.36%) {37.39% (36.60%)
Non-Allocated by Level of Care 535 633 669 740 730
(8.72%) (9.17%) (8.47%) (8.897) (8.27%)
Total ' 6,136 6,898 7,902 8,322 8,823
(100.0%) (100.0%) (100.0%) (100.07) (100,0%)
Source: Health Planning Division, MOPH.
Note: 1984-85 data are converted to 1983 prices by using estimated index under an assumption

that medical price index (whole Kingdom) increases at the same percentage as those of
1982 to 1983 (latest year).
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This trend reflects the chanas in policy direction in .he 5th
Five-Year Plan toward the rural poor, where basic health services such as
primary health care, communicable disease control and health promotion
proarams are emphasized,

3.3 Budaet by Department

Tne Ministry of Public Health allocates its budaget to four
departments and two offices: the Departments of Medical Services, Health,
Medical Sciences, and Communicable Disease Control, and the Offices of
Food ana Drugs, and of the Permanent Secretary for Public Health. A brief
description of the function and the budget of each of these is presented
nere.

The Office of the Permanent Secretary for Public Health, under
the Permanent Secretary for Health, receives three-tourths of MOPH's
budget. (See Table 2.€.) 1Its e<penditures account for 15 percent of all
health care expenditures in Thaiiand. Most of this budget coes to the
Superintendent's Office, which oversees tne health care delivery network
throughout the Kinadom: regional and provincial general hospitals,
community district hospitals, and health centers at sub-district levels.

Tne Department of Medical Servicec runs Rajavithi, Buddhist
Monks, Lerdsin ana hopparat Ratchathani Hospitals, the Institute of
Pathoiogy, tne National Cancer Institute, the Institute of Dermatology,
and Children's Hospital, all located in Bangkok, and mental healtn care
institutes and hospitals located throughout the country but concentrated
in Bangkok. This department receives less than nine percent of the MOPK
budget, and the trend is for its buaget share to aecrease by about a
percentage point per year.

The Department of Health provides promotive health care
tnroughout the provinces, in the form of programs for nutrition,
sanitation, school health, rural water supply, dental health, family
planning, environmental nhealth, and occupational health. Tnhis department
also runs 6 regional maternal and child health centers throughout the
country. It gets less than eight percent of the MOPH budget, a figure
which has been decreasing slowly in recent years.

The Department of Communicable Disease Control provides

. technical and practical .iniormation-and services to other MOPH personnel
4in the provinces. It runs.disease.control..centers._in some .provinces for
the control of veneral disease;-malaria; leprosy, tuberculosis and
filariasia, and operates three-specialized hospitals.. This department
gets a nearly constant 7.5 percent of the MOPH budget.
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Table 2.6

(1883 Prices)

4i11ion Baht

Department 1982 1083 1984 1985
_ I

Office of Permanent Secretary 5.014.07 5.962.98 6.235.55 ©,.657.70
(72.69%) (75.46%) (74.23%) {75.46%)
Department of Medical Services 694.40 691.55 702.64 704,83
(10.07%) 18.75%) (8.45%) (£.00%)
Department of Medical Sciences 65.57 €&.62 72.60 80.53
(0.95%) (C.88%) (0.88%) (C.91%)
Department of Health B5€.15 592.86 £52.48 688,35
(8.06%) (7.51%) (7.84%) (7.80%)
Department of Communicable 523.57 £53.60 62€.16 €59.06
Disease Control (7.59%) (7.01%) (7.55%) (7.67%)
07fice of Food and Drug 63.96 3C.5] 2.1 32,20
Commi ttee (0.64%) (0.39%) (0.25%) (0.36)
Total 6,897.72 7,902.42 8,321.54 §,822.67
(100%) (100%) (100%) (100%) .

Source: Health Planning Division. MOPH


http:18,822.67
http:8,321.54
http:6,657.70
http:6,235.55
http:7,902.42
http:5.962.98
http:6,897.72
http:5.014.07
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Tne Department of Medical Sciences conducts medical research and
proviades laboratory tests to support preventive and curative care for all
healtr institutions in the country. It receives less than one percent of
the MOPH buaaget.

3.4 Budaet by Area

Buaget for major programs, namely, medical care, disease control
and nealth promotion, were allocated to rural areas in increasing
proportion, i.e., 43 percent in 1981 and 56 percent in 1585. Urban
areas, on ‘the other hand, received 45 percent of the budget in 1981 and
37 percent in 1685, while Bangkol was allocated only 7 percent of the
puoget.

2.4.1 Medical Care

Tne allocation of the MOPH budget to medical care has
been mainly concentrated in provinces other than Bangikok. Areas other
tnan Bangicol received 8Z.percent of this budget in 1281, increasing to &9
percent in 1985, Bangkok received & aeclining proportion, from 18
percent in 1981 to 11 percent in 1985. (See Table 2.7). In the areas
outsiae of Bangkok, a larae percentage of medical care budget went to
urban areas but tnis proportion aeclined from 56 percent in 1981 to 42
percent in 1985, whiie rural areas receivec an increasing share from 26
percent to 40 percent. + should be noted, however, that althouah
regional anc provincial hospitals are located in urban areas, a great
number of patients at these hespitals come from the rural areas. Hence,
it is likely that the percentage of benefits received by rural people is
agreater than what is shown in the table.

3.6.2 Disease Control and Preventive (Care

Expenditures under this item went almest entirely to
provinces otner tnan Bangkok ana tne percentage remained rather constant
at about 98 percent throughoutl the 1981-85 period. The Z percent of the
budget allocated tc Bangkok-was mainly for drug addiction activities.

The distripution of this budget-to other—provinces;—unlike the medical
care budaet, is concentratea in rural areas. Tnhis percentage increased .
from 74 percent in 1981 to 78 percent in 1985.

2.4.3 Health Promotion

‘ A1l of this expenditure has been allocated to
provinces other than Bangkok. The rural areas received about 80 percent
in 1981 and the proportion increased to 85 percent in 19€5.



Table 2.7
MOPH Rudget by Program and Area
(At 1983 Constant Price)

{Million Baht)

Program 1981 1082 1883 1987 1085

GENERAL SERVICE 589 871] 939 937 943
MEDITAL CAPE 3,637 3,836 4,490 [T A RR0 7,764
- Bangkok 639 583 552 529 521
(17.59%) (15.16%) (12.297) (11.55% (10.947)

- Other Urban 2,038 2,104 2,204 2,254 2,354
(55.97%) (54.71%) (49.097) (49.21%) (49.41%)
- Rural 960 1,159 1,734 1,797 1,889
(26.44%) {30.13%) (38.62%) (39.24%) (39.65%)
DISEASE CONTROL AND :

PREVENTIVE CARE ' 1,096 1,188 1,406 1,505 1,660
- Bangkok 25 28 25 25 27
(2.28%) (2.357) (1.78%) (1.66%) (1.€637)

- Other Urban 260 272 305 315 330
(23.72%) (22.88%) (21.69%) (20.937) (19.¢8%)

- Rural 811 £89 1,076 1,165 1,303
(74.00%) (74.777) (76.53%) (77.41%) (78.49%)

HEALTH PROMOTION 763 923 7 IjU]ﬁ“"‘“"“1]?5?“" 1,399
- Urban 153 178 198 202 203
(20.05%) (19.287) (19.45%) (16.131) (14.517)

- Rural 610 745 820 1,050 1,106
(75.95%) (80.72%) {8G.55%) (83.877) (85.497)

DRUG AND FOOD CONTRUL 56 50 D | A — 57

TOTAL 6,136 6,898 ' T g7 Zi??T“"““"ﬁ}B??“"

1

Source:

Health Planning Division, MUPM.

..'[Z-
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MOPH Budget by Program anc Area

(At 1983 Constant Price)

(Mi11ion Raht)

Program 1981 1982 1963 | 1986 | 19°%
i
Medical Care + B
Disease Control
anc Preventive
care + Health
Promotion £,46] 5,058 €,914 7,337 7,823
- Banakok 604 611 577 554 56¢
(12.09%) (1C.26%) (8.35% (7.56%) (7.00%)
!
- Qthar Urban z,446 5 2,554 | 2,707 2,771 . 2,887
(46.55%) ' (42.87%) (3¢.15% (37.77%) ! (3€.90%)
- kural 2,381 i 2,783 2,630 b ,012 E 4,388
| (42.36%) . (46.88%) (52.50% (5¢.68%) @ (56.09%)
! : i
Source: Health Planning Division, MOPH



3.4.4 Level of Care by Area

In terms of level of health care, Table 2.5 shows that no
buaget is allocated by the MOPH to Bangkok for primary health care, but
about 18 percent went to Bangkok in 1981 for secondary and tertiary
health care. Tnis percentage, however, has fallen to 12 percent in
1985, kural areas received about 75 percent of the primary health care
budget and about one-third of the secondary and tertiary health care
budget of MOPH (26 percent in 1981 and 37 percent in 1985), Thus, there
is @ clear trend between 1981-85 of increasing allocations to primary
health care and to rural areas, in accordance with the policy direction
of the Fifth Plan.

3.5 MOPH Budget Summary

Altogether about one-half of the MOFK budget goes to physical
medical carz (See Table 2.9.) Another third goes to communicable
disesase cuntrol and to health promotion. Tne vast majority of MCPH
expenditures go toward health care and promotion, and disease control
outside of Bangkok, especially to rural areas, and this is increasingly
so over the last several years. Secondary and tertiary health care
receive a declining percentage of the MOPH budget, but still over half.
Relative to rural arsas, Banakok and other urban areas have in recent
years received a declining percentage of the budget for secondary and
tertiary care, and for primary care.

4, Other Ministries

Thai government ministries other than the MOPH finance between 7 and
8 percent of all health care expenditures. Table 2.10 shows the health
budget of other ministries between 1976 and 1983. This amounted to 2,038
million Baht (at 1983 constant pr ce) in 1976 and 3,134 million Baht in
1983, Among these ministries, the State University Bureau obtained the
largest share, about 75-80 perrent auring the 1976~ 83 p°r10d A Targe

part of this went to training of medical personnel.- -

The second largest share went to the Ministry of- Interior which
received about 20 percent of the-total-budget;—-and allocated mo:t of this
to the BMA to provide health services in Bangkok.--All other ministries
together contribute only about 2.3 percent of the total..ncn-MOPH budget
for health services and medical care. There is no clear tiend in
proportions of budget allocated to each ministry. As far as the
distribution of the budget among areas is concerned, it is clear that a
large percentage of the total budaet is allocated to provide health
services mainly in Bangkok area.



lable 2.9
MOPH Budget by Department and Programs, 1984
(1983 Prices)

_(Million Baht)

Office of | Dept. of | Dept. of | Dept. of, Dept. “Office
Program Permanent Merlical Medical Health of CIC of Food Total
Secretary Services Sciences and Druas
General Administration 95.29 §.68 7.46 9.90 8.99 4.84 136.12
_ (1.53%) (1.24%) (10.14%) (1.52%) (1.427%) (16.637) (1.62%)
Fedical Care {Physical) 3,893 | AR T T I T 1 N ¢ R Iy B {1 001 A
(62.41%) (41.87%) (15.38%) (51.71%)
Hedical CTare {MHental) - 127475 - R - 274775
(39.10%) (3.307%)
Communicable Disease Control 966.07 - 2.62 | ST BB T e T 1,486.97
(15.49%) (3.50%) (82.51%) (17.872)
Drug Addiction - KL VA - T - - 35.47
(5.05%) (0,431)
Tiealth Promotion 964,07 - - Tl 56,97 - - R NEIRU
(15.46%) (80,70%) (17.222) '
Training and Hanpover 2h4.45 64.22 - A A] 4.32 - 434772 N
Developient (4.08%) (9.143) | anazl 0o (5.200)
Research and Laboratory - - 142,61 TS - - 47,61
Deveiopment (60.63%) (0.547%)
Food and Drug Control - - 18.90 3.88 - 24.27 47.05
(25.67%) (0.60%) (83.37%) (0.57%)
Supplementary Program 64.42 .25 T - - ¢ 6867
(1.03%) (0.60%) (0.827)
) - — — _
Total 6,¢35.56 702.64 73.59 652.48| G2R.16 29.11 8,321.54
(1007) (100%) (100%) (100%)| (100%) (100%) (100%)

Source: lHealth Planning Uivisfon, MOPH


http:P,321.54
http:6,235.56

Table 2.10

lleal th Budget of 0%:har Ministries, FY 1976-1983

{1983 Price)

~_ .. (Unit: Million Baht)
Ministry 1976 1977 1978 1979 1980 1981 1982 1983

Other Ministries 2,038.0 | 2,203.3 2,327.7 2,582.1 2,722.0 12,770.3 | 2,947.5 | 3,133.8
‘ (1003) (100%) (100%) (100%) (1003) {(1001) (1003) (100%)

1. State University Bureal 1,541.8 | 1,648.1 1,812.9 1,969.5 | 2,192.0 | 2,171.9 | 2,372.6 2,470,6
: (75.65%) |(74.80%) (77.881) (76.27%) |(80.533) |(78.41%) (80.50%) |(78.841)

2. HMinistry of Interfor | 4443 478.6 451.5 537.1 461.6 529.0 515.3 610.7
\ (21.80%)( (21.723) | (19.40%) (20.802) | (16.96%) | (19.09%)| (17.502) (19.49z2)

3. Ministry of befense ; 35.0 59.6 47.5 64,2 59.6 60.2 37.8 36.6
; (1.72%) (2.71%) (2.04%) (2.497) (2.192) (2.172)| {1.287) (1.17%2)
{

4. Ministry of Justice E - - - - - - 1.6 4.8
i (0.161) (0.15%)

5. Ministry of Communication 7.8 7.5 7.5 5.0 4.3 4.5 7.1 a.7
i (0.38%)  (0.34%) (0.32%) (0.20%) {0.16%) (0.16%)  (0.26%)| (0.15%)
1

6. Ministry of Agriculture and 9.1 l 9.5 8.3 6.3 4,5 4.7 | 8.9 6.4

Cooperatijves : (0.45%)  (0.433) (0.36%) (0.24%) (0.16%) (0.17%)  (0.30z)| (0.70%)
— I i
Source: Health Planning Division, MOPH

™
w
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Tne Ministry of Interior allocates a small amount of its budget to
municipal and sanitary offices at provincial and district Tevels which
mainly serve urban areas outside Bangkok and runs primary health care and
nealth promotion programs in other provinces.

Tne other ministries that provide sutstantial health care services
are the Ministries of Defense, Agriculture anc Cooperatives,
Communications, Justice, and Interior. These services are concentrated
in the Bangkok area.  While most.are primarily intended for employees of

“or special populations under the responsibility of the ministries, these
services are cenerally aiso open to the public. The State University
Bureau proviaes health care to the public through its university
hospitals. Tne Department of Medicine of the Bangkok Metropolitan
Aaministration runs four general hospitals, some health centers and a
nursing school in Bangkok, while the Departmeni of Health sponsors
primary health care, disease control, family health promotion programs in
Banakok.- Tnese two departments account for about 15 percent of non-MOPH
ministries’ contributions to health care. (See Table 2.11). The
Ministry of Interior also runs the Poiice Hospital for police and
-prisoners in Banakok... ..

5. Free Medical Care by Government Health Units

k program that covers many areas of the Kingdom, levels of care, and
units of covernment is the Free Medical Care program of the Free Medical
Care Project. Tne budget is distributed to all government health units
throughout the various ministries involved in health care, and to
municipalities throughout the Kinadom. In 1978, this program received a
300 billion Baht budget allocation. Its purpose is to provide cere te
people who could not otherwise afford it. :

The program may be meeting this objective. A recent MOPH/Mahidol
University surveyl/ indicates very little average income difference
between families seeking care and those not seeking care when a family
member is ilr; and indicates that it is the goverma:nt facilities that ,
‘the poor predominantly .use...(The results of this survey, and also a more
‘detailed analysis of free card_utilization are presented in Chapter 4 on
- consumer behavior.) The program,-however, is unevenly distributed
throughout the Kingdom. = Per capita allocations by region are skewed,
ranging from 4.7 baht.in the Northeast_tu 8.4 in Bangkok (See

Table 2.12).  When MOPH poverty criteria are applied, tha per capita

1/ MOPH and Mahidol University, Community Household Survey, 1981.



http:gover_nm!n.Lh

BMA Budget for Health Activities

Tabtle 2.11

(1983 Price)

Unit:” Million Baht

Department . i1 1979 1980 1981 1982 1983 1984
Department of Health 123,60 135.62 159.53 149,90 179.24 188.40
- 1+ (30.93%) (39.07%) (38.27%) (36.24%) (37.60%) (32.67%)

e

Department of Medical - ! "276.04 211.51 257.31 263.77 297.40 388.23
Services © (69.07%) (60.93%) (61.73%) (63.76%) (62.40%) (67.33%)
Total BMA Budget ' 395.66 347.13 416.84 413.67 476.64 57%.62
| (100%) (100%) (100%) {100%) (100%) (100%)

Cther Ministries' i 12,582.11 2,722.05 2,770.37 2,947.49 3,i33.80 n/a

Budget '
BMA's Budget as % of . 15.48 12.75 15.05 14.03 15.21 -

Non-MOPH Ministries' Budget'

{

Source:

Bangkok Metropolitan Administration and Table 2.10

..AZ..
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Table 2.12

Distribution of Free Medical Care Budaetd/ by Region £/

Unit: Baht
Provincial Allocation i otal Fer Lapite
hospital Per Health/ Allocation Gross
REGIONS Al1ocationc/ Midwifery Per Capita Provincial
Per Capita - [ Centre o Product
 (1576)
X
northern 4.2 €,246 €. 5,330
Northeastern 2.5 £,439 4.7 3,220
centratd/ 6.6 6,407 7.1 12,450
Southern £.5 €,101 7.2 7,230
Banakok - - £.4 18,150
Kinadom 3.7 €,015 6.3 7,520
Source: keport of the Free Medical Care Project; Population Statistics

from Planning Division, MOPH; Gross Provincial Product fiaures
from NESDR National Accounts Division anc Worlc Bank Mission
estimates, as presented in Anne Mills, "Health Services for Low
income Groups: Access to Free Medical Care," Vorlc Bank,

a/ Includes all allocations which can be clearly identified with
Changwats (provinces).

b/ Financia® data for FY 198C; population and health facility data -
for 15978.

c/ Includes allocations to Khon Kaen and Chiang Mai Universities.

a/ " Excluding Bangkok.
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allocation to the poor population is strikinaly skewed in favor of
Bangkok, with Banalok receiving 28 Baht per poor person, while the
Northeast receives only 6 Baht. The Nerth, non-Bangkol: Central, and
South Regions receive G, 13, and 1] Baht per capita poor respectively.
Tnis comparison is bas.J on the MOPH criterion o~ poverty, defined as
households with income Jess than 2,000 Baht per month.

A different definition of poverty, used by the World Bank,l/ draws
the poverty line at 200 Baht in. urban areas and 150 Baht in rural areas.
This definition finds a smaller portion of the urban population below the
poverty line, and by ‘this criteria free.card-allocations- are. even more
strikingly skewed, with tnz Northeast receiving 13 Baht per capita poor,
while the Bangkok area-receives-95 Baht more. The horth, non-Bangkok
Central, and South region receive 25, 63, and 31 Baht per capita poor,
respectively.

Two reasons offered by the World Bank2/ for the large differences
in allocation are a) utilization patterns and b) strictness of
application of poverty criteria. The first of these is treated in more
detail in Chapter 4 on consumer behavior. For purposes of analyzing
equity of appropriations, suffice it to say that the Northeast shows
relatively nigh rates of.utilization. of. free care compared to other
regions, but Bangkok and the Central kegion are also relativclyv high.
Thus it must be that Bangkok and the Central Region have offered free
care To persons not below the poverty line. Since no other explanation
fully explains the discrepancies, it is clear that Free Card allocatins
favor the better-off regions.

1/ The World Bank, Thailand. Towards a Development Strategy of Full
Participation, September 1578

2/ Anne Mills, Health Services for Low Income Groups: Access to Free
Medical Care, woria Bank, 1984, Trom wiich Tnis S6ction GFraws neavily.
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©. State Enterprises and Government Emplovees Health Coverage

Tne Thai Tobacco Monopoly, the Royal Railway of Thailand and the Port
Authority proviae care at meiical posts and hospitals as & frinas benefit
to their employees. Some reimburse employees for care at other
tacilities. This, and the medical coverage providec to government
workers and their families, amounts to four percent of health
expenditures in Thailand. (See Tables 2.1 and 2.13.) This 1is an
under-estimate of health care funding provided to public employees,
pecause it includes only the benefits of only these three state
enterprises,

7. Foreign Aid

Various foreign governments and international organizations
contribute health care aid to Thailand. Table 2.14 shows & detailed
breakdown of sources. In recent years, foreign assistance has
contributed between one and three percent of Thai health care
expenditures; in 1SE3 the contribution fell below one percent. (See
Tapie 2.1.) Tne United kations and the Colombo Plan have been the
largest contributors in recent vears.

€. Private Healtn Care Expenditures

The non-househoid, private contribution to health care finance
consists of tne Workmen's Compensation Fund benefits paid, private
insurance companies' penefits paid, and health care provided or
reimbursed by, private companies for their employees. The first two of
these - Workmen's Compensation ancd private insurance - represent a very
small portion of total health expenditure in Thailand: each under one
percent. {See Tables 2.1 and 2.13.) Very few workers have nealth care
insurance as & Trings benefit; most empioyers prefer to reimburse
employee's nealth care expenses, or to proviae health services directly.
Employers say that by paying employees health care expenses they incur
more loyalty from employees than they would by providing health
insurance. The employee health care paid for by private firms is a
common arrangement particularly in large firms, but no clear fiaure is
available. These expenditures by firms for their employees, combined
with household expenditures for health care, as shown in Table 2.1,
constitute two-thiras of health care expenditures for the entire nation.
(This figure includes health care paid for by those state enterprises
that do not make cata available on their employee health care benefits;
the distortion is probably less than one-half of one percent of total
health care expenditures.)



Table 2.13

Government Medical Expenses Provided to Government Officials

by Fiscal Year at 1983 Constant Price

(Thousand Raht)

1978 1979 1980 1981 1982 1983

. To Govermment Officials 532,081 195,439 699,915 980,500 1,174,044 1,409,422
and Salaried Employees (92.41%) (94.17%) (°4.19%) (95.21%) (95.231%) (95.007)
- Outpatient 175,400 261,283 236,848 341,639 124,286 230,587
- Inpatient 356,681 134,206 463,067 628,861 749,758 878,835

. To Govermnment Pensioners 43,686 43,004 42,077 19,383 58,868 72 ,R39

(7.59%) (5.82%) (5.67%) (4.797) (4.77%) (4.91%)
- Outpatient 16,168 20,320 18,191 20,993 26,127 33,378
- Inpatient 25,518 22,684 23,886 28,390 32,741 39,461
. To Goverment Workers | 18 9 - - - -
(0.00%) (0.00%)

- To People Assisting - 90 1,058 - - 5
Government Activities (0.01%) (0.14%) (0.01)
Total 575,785 738,542 743,050 1,029,833 1,232,912 1,482,265

(100.00%) (100.60%) (100.00x} (100.00%) (100.00%) (100.00%)
Source: Comptroller General Uepartment, Ministry of Finance

Te



Tahle 2.14

Technical Assistance to lhailand's lealth Sector by Source of Expenditure, 1967-1983

» {Thousand U.S. Dollars)
Technlcal ’ i i : '
Assistance

Source 18771788 713 [ 1970 571

Year
AT ITI9IS T TI9I8 TV 877 B 22 A I A A <1 R T T A B <1

‘1972“"]?73—“' 18R

United {1,160.2 }1,7202.7 [1,231.1 | 1,1R9,5] 9546 1.1' 2,633.0° 2,145.1 |1,800,1 11,513.2 {3,071,3 3,077, |6,631.9 [6,377,0 | 5,R75.2] 3,717.5| 3,094.0
Natfons] (17.26%){ {7.152} | (15.767)] (20.76%) (23.C31){0.27%){46.561) {A1.152)((49.731} (21.381)| (45.422)|(37.43%)] (50.352}{ (34.731)} (16.512){(p2.64%)](25.8512)
!
USAID 14,394.5{1,726.0 |5,295.3 3,496.3' 2,212.3 2.2' 2,175.0| 2,396.6 751,01 4,809.0 12,705.3 12,171.4 13,555,2 12,6914.9 | 1,900.0! 1,R00.0 -
(65.36%)] {67,443} (67.901) (61.012) (54.10%) (0.547)(38.482)(45.972}| (20.752% (69.97%}} (40.001)){26.462)] (26.901)| (14.792}](5.342) {(12.i8%) (0.01)
1 !
Colont » 32,3 £81.6 384.6 351.4| 468.0 285.0‘ ap1 3! 2327 751.7 AR8.9 734.0 12,540.4 |2,672.3 {8 ,0B72.4 |27,766.9] 5,440.5| @,319.2
(4.911)1  (6.92%) (4.93%)] (§.03%) {{11.292) (70.10%) (7.09%) (4.462)j(20.77%% (6.91%) {10.85%){(31.052)| (15.91%)] (48.421)) (76.642)| (26.RO7) | (53.841)
|
*0Other 296,3 151.8 nz.9 167.0] 124.6 IIE.O| 487.8l 376.0 210.5

183.0 200.3 271.6 95,6 47.2 ?33.6| 3,mB5,1} 2,711.,5
Countries (4.41%) (2.171)] (4.072) | 12.912) ] (3.012) (29.02%; (4.31%) (5.252)} (5.821)

(2.60%) (2.961)| (3.312)} (0.731)| (0.267}] (0.66%){(26.282}|(17.551)
Yoltin- ) | | ' ) i
tary 539.8 443.0 503.8 532.5] 355.3 0.3 201.2 113.1 106.9 60.7 52.0 143,3 266.4 32R.5 3n3.2 310.9 427.%
Services (8.021) (6.321) (7.44%) (9.29%) (B.57%) (0.07%) (3.561) (2.17%)| (2.931) {1.141) (0.772) (1.75%) (2.021} (1.B0r) (0.85%) (2.101) (2.761)

1 1
All 6,723.3 {7,007.6 {7,809,81} 5,730.9}4,144.9 406.6l 5,655.4f 5,213.5 13,619.37,075.6 |46,762.9 {9,206,0 13,171.2 18,220.0 |3%,578.9 14,784,2115,452.R
Sourcesi (100r) | {100%) | (100%) | (100%) {{1002) | (100%) (1007) (roox) | (100%) | (ioox) g (Tuer) (1007} (looz) I(loox) {1001) {ioor) | (1001}
| i

Hote: Alds from World llealth Organizatica are not included.
Source :

Base-year data and background Information for planning, MOPH, February 1985,

* Other countries Include third countries and ASEAN
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Contributions to and Compensation From

Table 2.15

Workmen's Compensation Fund (WCF)

(1983 Prices)

Contritution and Compensation

1978

1979

1980 1981 1982 1983
Employer's Contribution to
WCF (miilion Baht) 145.50 173.21 181.80 205,72 211.06 224.06
No. of Employers who
Contribute to WCF 5,403 6,101 7,337 5,465 9,286 10,047
No. of Covered Employees in WCF 590,640 659,041 745,513 797,270 824,565 873,059 .
: )
No. of Covered Provinces 17 22 25 30 33 33 b
No. of Employees Injured 20,135 24,366 26,034 28,374 29,974 34,252
Compensation from VCF
(million Baht) 99.72 113.67 117.42 163.17 156.86 205.44
-~ Medical Expenses n/a n/a 33.34 39.12 41.17 46.66
- Compensation to Employees n/a hin 84.08. 124.05 115.69 158.78

and Funeral Expenses

Source: The Wormen's Compensation Fund, Department of Labor,

Hinistry of Interior.



Summary:

Two-thirds of health care expenditure are by households or, in small
part, other private sources. Households cenerally finance these
expencditures directly. third party payments represent & miniscule
portion of Thai health care finance.

Most non-private health care finance jis by the Ministry of Public Health
wnich finances one-fifth of total health care expenditures. An .
increasing proportion of Ministry of Public Health Finance goes tTo rural
areas, poor urban areas, and primary health care. )
The remaining 13 percent of health care expenditures, that of non-MOPH
covernment agencies, is focused primarily in Bangkok, anc goes laroely
for training of nealth personnel, and to university nospitals. Most of
the remainaer goes to ths Ministry of Interior for public health services
in Bangkok.

The main conciusions to be drawn from this survey of health care revenue
sources are:

- The Ministry of Public Health is effectively distributing its
resources wnere they are neeaed most: outsiae Bangkok and to the
rural popuiation.

- The Ministry of Public Health has been successful in increasinaly
directing its resources toward the support of primary nealth care.

- Tne Ministry of Public Heath budget, and public expenditures in
aeneral, represent & steady or slightly dgeclining portion of health
care finance in recent years.

- Most nealth care expenditures are by housenolds.
- It is by influancing household expenditures that MOPH policy and

resources can be most. effective in enhancing the efficacy and equity
of health care in Tnailand.



CHAPTER 3
COST RECOVERY IN MOPH HOSPITALS AND GOVERNMENT HZALTH CENTERS

1. Introduction

Public expenditures, as presented in Chapter 2, do not account for
all the revenue necessary-to operate ‘government-hospitals or health
centers. A significant portion comes from fees for services, and from
charges for pharmaceuticals and other medical. supplies. . This chapter is
about these sources of revenue, and the extent to whicn they detray
operating costs.

2. MOPH Hospitals

Two striking features of MOPH hospitals accounts are that cost
recovery trom patients as a percentags of combined capital and recurrent
costs appears to be declining; and that charges for pharmaceuticals are
by tar the largest source of cost-recovery from patients. These
observations, coupled with increasing demand for services and increasing
wavailability- of alternative: sources of-pharmaceuticals, suggest -~-- - -
increasing reliance on government subsidy. Yet if MOPH buagets follow
the trends of recent Yyears, that of little or no increase as a percentage
of total health expenditures and of a rather constant portion of total
gevernment expenditures, Targer subsidies to acute care facilities will
begin to compete for the share of MOPH funds that has in recent years
gone increasingly to primary health care. (See Chapter 2.)

In 1975 district hospitals' cost recovery ranged from 40 to 50
percent. By 1963, district hospitals' cost recovery had dropped to 22
percentl/. Regional and provincial hospitals in 1983 respectively
recovered 42 and 37 percent of costs by charging patients. (See
TabTe 3.1.) The BMA hospitals' cost recovery is on the order of 11 to 12
percent, suggesting that BMA is highly subsidized compared to other
government hospitals. -

1/ MOPH doctors who have worked in district hospitals—suggest that
decreased cost recovery-might be an indicator of higher quality of
care, and less reliance on pharmaceuticals.
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Teole 2.1

COST RECOVERY DY MOPH HCSPITALS {19€3)

Percent Cost Recovery

50
: &2%
. 40
37%
35% ‘
|
30 |
i
!
i 22%
20 |
125
10
) ’ i .
{ [ Hospital
BBK BBK Regional Provincial District
General Mental
Note: In 1979, district hospitals' cost recovery ranged from 40 to 52 percent.
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In 1983 regional, provincial and district hospitals, especially those
in the Central and Northeast Kegions, relijed heavily on sales of
pharmaceuticals for cost recovery from patients.!/ (See Table 2.2.)

Most hospitals took in over 80 percent of the revenues from patients in
the form of drug fees: many over 30 percent; some only charaed patients
for arugs, nothing else,

Two studies of health care cost were conducted several years ago,
(See Table 3.3.) (ne study- found district hospital costs to be 286 to
302 Baht2/ per district hospiztal in-patient day in the years 1979 and
1980; the second Study estimated 355 Baht in 197¢ for in-patient and
out-patient combined. Provincial hospital costs were generally a bit
higher depending on type of care; the second study estimated 404 Baht per
patient day for in-patient and out-patient combined. This is easily
attributed to differences in case mix: non—obstetrical/gynoco]ogica]
surgical cases cost 1.6 to 1.8 times as much as obstetrica]/gynoco]ogica]
and nor~surgical cases per day, and provincial hospitals can be expected
to treat more complicated surgical patients. This is reflected in the
much nigher cosi per patient in provincial hospitals reported by the
second stuay: 92 Baht for district hospitals compared to 323 Baht for
provincial hospitals. In other words, provincial hospital patients
probably tend to be more seriously i11 than district hospital "patients
and they tend to stay in the hospital longer.,-

While unit costs rose slightly faster than medical care prices did
from 1575 to 1980, costs may not continue to rise this fast. The Mahidol
study, on which the second part of Table 3.3 is based, broke costs down
into building, eguipment and current costs for selected hespitals. One
hospital showed building costs as about 40 percent of its total cost;
another district hospital showed over half of its total costs to be
building costs.3/ (Thege high capital cests are further substantiated
by the study “Costs of Rural Health Facilities in Thailand", Table 3.1.)
hs the required number of hospitals is completed, building costs might he

1/ The sample of hospitals-on which this cost recovery information is
based represented some types of hospitals in some-regions more
heavily than others. Number of hospitals is given in the columns
labelled "N in Table 3.2, .

2/ A1l Baht amounts discussed here are converted.to a-15€3 price level.
The combined 1979 and 1980 Tigures.are-probably slightly lower than
they should be because a 1980 adjustment factor was applied.

3/ FRonyoot Chitradon and Kusol Soonthorndhada, "A Study on
Cost-Effectiveness of Family Planning Programme in 20 AFPH

Provinces", ISPR Report No. 79, p. 39,



Type of

Table 3.2

HOPIl HOSPITALS AVEHAGE REVENYUE FRON PATIENT FEFS {1983)
. Total unit: 1273 1,000 pahe
per patient unit: 12831 pane

Central Region L Noztheastern;ggaigg____ ______:_ . _il___;NSEEEEEE;Fggigﬁ_l_ _:tﬁjjr: = Suthern Fraisn
hospltal llaverage drug fee _faverage all fees | ‘laverage drug fee faverage ail Iees ||| average drug fes. average all fees |y
per patlect(total? |per patient|total| | |per patlent totalfper patient {total}™ ]} per patient|total pex patiant|eotal
Regional 155 Jo2 162 330 12 159 310 159 310 |1 79 211 126 132 15 72
(92 ' {100) (s 1) tn1)
Pravincia 95 103 111 121 |4 58 75 76 an | 3 f 66 101 a2 | 1{! sa 53
(83) (76) v tnn) (11)
District
(60 beds) 105 29 110 31 3 51 27 61 32 |2 60 39 16 43 {1 - -
{95) (94) (20)
District 57 19 82 26 |4 50 18 59 21 |7 50 17 35 18 |6t 3n 7
(30 beds) (72) ’ (a6) (92) (1%)
Plstrict 1 7 35 717 39 7 13 . 7 |8 36 ] 18 9 |71} 33 4
" (10 beds) (95) . (92) {on (aR}
L -

‘Flqure in parentheces {s total fees from drugs aa a pereent of total reveme from patient fres.

SQURCE: Cost of Rural tlealth Facilitiea in Thafland,

Vg

- 3¢
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Table 3.3a

Estimated MOPH Capital and Recurrent Unit Costs, 1979-80

Unit 1983 Dant
T™voe of Facilizy T™pe of Care Juzpatiens Inoazient
Costs per Costs per
Patient Dav
Health Cen:ter all 37 -
District Hospital
{10 bed) all o8 286
District Hospital
(30 be ) all 101 302
District Hospital
{60 beaq, all 80 302
Provincial Hospital all outpatienz 101
I internal 272
pediatric 307
surger 497
- —~ b
|  ob./gym. 210

SOURCE: MOPH/WHO Cost Study, 1980
Table 3.3b
Hespital Cost Estimates, 1979.
(1983 Baht)
Hospital Per Patient Per Patient Day
District Hospital 82 355
Provincial Hospital 323 404
Source: Mahidol University, IPSR

Report No. 79, July 1983, Table 3-9, p. 54




expected to decline as a portinn of MOPK huspital budoets. On the other
hanc, political momentum may be such that construction continues at the
same rete even though there is unaer-utilized in-patient nospital
tacilities. The Mahidol study suggests this is the case.l/ Anecdotal
evidence indicatas that out-patient facilities are not uncer-utilized:
MOPH officials report an average waiting time for treatment of two to
four hours, and patients consiaer the “"Green Channel™ to be an attractive
Teature of health caras. (See Chapter-6.) One aspect of continued
construction that must be taken into account. is building of housing for
sta’f, wnich may be necessary indepently of utilization issues.

Table 2.3 1in Chapter 2 depicts total appropriations of MOPH since
1972, and shows the proportions going to operations and capital costs.
Capitel costs have generally been & decreasing percentage of total
appropriations over the years, peaking absolutely in 1977. After
aecreasing by about 10 percent nominally through 1977 and 1576 to just
unaer & billion Baht (current valuss), capital costs nave held rather
steady in nominal terms, occupying a aecreasing portion of total MCPH
appropriations.

A 1983 study estimates capitai costs in district hospitais to be in
range of 12 to 23 percent of tvtal operating costs, averaging about 18
percenthg/ (Health center proportions are similar, ranging from 11 to
28 percent, averaging about 17 percent.)

In addition to a slow-aown in the building of new hospitals, an
opportunity for capital cost control lies in the thoughtful acquisition,
distribution and use of new technologies in health care. Just as new
building is done after consiceration of where it is most needed, so
should major equipment acquisition be deliberate. Tnere is evidence of
an abundance of CAT scanners in the Bangkok arez, some at public
hospitals. These machines are expensive, and it is possible that those
owned by private institutions might have met the needs of all-Bangkok,
were there coordination among.hospitals. It is also .possible that there
are more cost-effective uses of public. funds than.purchase of newer
technology egquipment for Bangkok.: These considerations-are-
complicated--not only must short-term curative and. preventative health
care issues be taken into account, but. the education of.medical personnel’
in modern methods of care, which may reguire such-eguipment, is an
important longer-term issue. The use and finance of private equipment
may call far government. intervention aside from that of .coordinating
resources. Consumers, willing to pay heavily for health, may be
incapable of making an informed choice when a provider recommends an
expensive procedure. Tnhese issues call for further research and planning
beyond the scope of this study.

1/ 1Ibid, p. 53.
2/ 1bid, p. 43 and 46-7.
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3. Costs of Rural Health Centery

Table 3.4 shows health center costs per visit to be 37 Baht in 1679
(adjusted to 7983 Baht), slightly over half the cost per visit to a
ten-bed district hospital. Tnis difference may reflect a difference in
caseload: the dverage patient at a district hospital is Tikely to be more
111 than at a health center. The unit costs reported in Table 3.4 allow
comparison of costs of similar services in different settings of care.
CT the various unit COSts reported, the. vaccination costs probably -
proviae the fairest comparisonSfacrOSSMtypes\ofAfacilities in.that this
service is discrete, routine and varies little in intensity of care. In
contrast, postnataT“stitStare:1ess:va]jd.for this comparison. Mothers
who anticipate a routine check—up;arermore~1ike1y to turn to health
centers than are those who anticipate a need for more complicated care.
Thus, the average case in a hospital is likely to be more conplicated.

For these reasons, the 50 percent- savings 1in going to health center
Tor vaccinations instead of to a hospital is probably representative of
cost-savings available when a health-center jis able to meet a patient's
medical needs as well as ga hospital could. .

Well-baby clinic visits are another_ example of _routine, and discrete,
nealth care, and health. centers are able to provide it at one-fifth the
cost of hospital care. These two types of care indicate that there may
be 50 to 80 percent potential savings when care can be shifted from
hospitals to health centers. (Travel costs for patients are much lower
as well; see Chapter 4. )

It is surprising that district nospital family planning costs, 26
Baht per visit, are almost half of the health and maternal center costs:
this is the only type of care found by the ¥HO study to cost less at g
hospital than at g health center, and this runs contrary to .
e€xpectations. It ijs possible that this is an artifact of the data, for
example, possibly some post-natal visits to health centers are being
tounted among the Tamily planning visits,

It is noteworthy thatthe antenata] cost figures for -health centers -
and ten-bed district hospitals, 48 Baht and 55 Baht respectively, are so
similar. This may be an indication that-maternal health centers are not
perceived as -inferior.to hospitals.for antenata] care, so thut.the
phenomenon of hospitaISvtreating‘éldi5prgpqrﬁignaiﬁwshareﬂof_other»types
of complicated cases-does”not”apply here.



Table 2.4
1876 Uni+ Coszs of Kural Heazlih Facilities
unic 1082 Baht
i neeltnh | ]
! centers, | ! %
<yoe of ! maternzl - | cistrice cistrict  éistricct
care } Unis care nospizal hospital Inhespizel
| fazilizies | (10 peds) ! (30 beds) (b0 beds
Curative per visit 37 66 101 50
care Der patient
day - 28¢ 302 362
[} T——
Preventatlive| Der Derson
vaccinatzed S} 12 14 28
care
per family B o
planning 48 26 40 37
visit
per case
per scnesl lé 18 26 4%
health wvisit
per environ-
mental health 85 807 2c€27 1710
field visit
per home
visit 42 252 143 801 .
Health per te-
Promotion natel:visit: == 48 -- 55 zZ20 111

Der Dpost-.

natal visit

37

296

287

per nutrition

visit

264

153

248

per well
paby clinic
visit

11

56

87

Source: W.E.O.
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One study reported that of twelve health centers and mi dwifery
centers (all in Khon Raen, which had the highest number of patients per
1,000 population necessary care in the Northeast in the year of studv,
1978), local income ranged betweep 500 and 6,000 Baht a year, with 25 to
80 percent coming from donations.l/ Locally, income per center was
2,500 Baht per month, on average, and on average 70 percent came from
donations and 30 percent came from drug sales. The overal] income of the
health centers was on average 80 percent governmsnt, 14 percent gonations
and 6 percent drug sales. The income from drugs.and donations went
mainiy for minor construction, maintenance and electricity.

Summary:

The primary conclusion to be drawn from this brief survey of cost and
Cost recovery aata that are available 1is that there is a shortage of this
sort of data. Since cost information is critica] for control of large
financial systems, it is important that further studies of costs and
patient fees be done in the near future.

From the available drta, it is clear that cost recovery at MOPH hospizals
comes mainly from pharmaceuticals, and that cost recovery as a percentage
of total costs is declining. This may be attributable to improvements in
quality without concurrent increases in tees, and in part to the success
of drug funds--low cost alternative sources of pharmaceuticals.

Although MOPH hospitals show a zero balance at the end of each year,
doctors who have worked in these hospitals report that this does not mean
that operating costs have been covered by the previous year's subsidy,
donations, and patient fees. Rather they report that part of the next
year's subsidy goes to meet the previous year's cost, so that each year
less of the subsidy is left to cover the coming year's costs,

This situation is only going to get worse with increases in demand for
health care. Two recommendations are warranted:

Better data should be gathered about how much it costs to
provide care, so that pricing of services in pursuit of the
first recommendation is possible, .-

1/ Anne Mills, "Health Services for Low Income Groups: Access to Free

Medical Care", op. cit.



£ recommendation has been maae by Anne Mil1sl/ that heaith center care
snould be free. Sne argues that this would remove accounting problems
anc stanaardize financial practices across the Kingdom, anc that it would
encourage greater utilization by the poor. Her recommenaation is
tentative, laraely because of poor data on nealth center costs. But it
is probably worth trying on a limited scale to see wnat would happen to
aemand for health center care if it were free. Her point that much of
the care a:t nealth center is already free is well taken. It could easily
turn out that the average cos:i per patient if care were free would bé
less than the 37 Baht that is the best current cost estimate available.
Since 80 percent or more of that comes from the Government, and 14
percent from aonations, ther¢ would be Tittle increase in required
subsidy.

1/ Anne Kills, op. Cit



CHAPTER 4

CONSUMER BEHAVIOR
WHO GETS SICK, WHERE THEY SEEK CARE, AND HOW MUCH THEY PAY FOR IT

Introauction

We have examined the aggregate budgets, both public and private, for
health care in Thailand. We have looked at what types. of .facilities "
exist and wnat they cost. We have found that funding for these
facilities comes in largs part from the pockets of consumers. In this
chapter we focus on the 1ikelihood of consumers' seeking care when they
are sick, what type of facility they are likely to choose and how much
they spend.

e are particularly concerned with. the extent to.which income level
influences these choices, with the portion of family income that is spent
on health care, and with totel monthly expenditures-on health care:

These factors are important- in determining appropriate health care

- finance policy in several ways. An obvious consideration is equity: that
very poor families pay a high percentage-of--their income- for health care

“is"a problem the government is attempting to solve. Also of concern is
the Tuture aemand for health care services: if demand is increasing,
will there be enough facilities to meet the needs of all who seek care?
Another important policy problem is how to price public health care
services in order to channel demand efficiently and equitably.

In essence, our findings are that income has an influence on where
households seek care; that there is a trend away from self-treatment with
drugs purchased at drug stores, and a trend to seek care at private
rather than public facilities; and that "ousehold health expenditures are
increasing rapidly -- in recent years more rapidly than income.

The sources of data for this Chapter—are—the-Commurity—Household
Survey (CHS) by the MOPH and the Institute for Population and Social
Research of Mahidol University, and the. Socio-Economic Survey by the-
National Statistics Office (NSC). The CHS studies contain information on
illness, utilization of health services, health expenditures and
household income of a sample of 3,000 households..in.20 provinces .in 1979
and again in 1981. The data -~ with weightings----are-representatives of
the urban and rural popuiation of these provinces. Disaggregations by
regions and by rural and urban population are possible but are limited by
small cell sizes. Two other problems 1imit the comparability of the CHS
surveys. First, the 1579 survey asked about iliness of all household
members; the 198] survey asked only about illness of wife and husband.
Second, health expenditures at public hospitals, private clinics and
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private hospitals were recorded in radically difrerent ranoes in 1879
compared to 19€1. Tne 157¢ aata understate these expenditures to the
pcint of being unusable; the 1981 data may overstate these expenditures
slightly but are reliable anc usable.

The NSO surveys contair information on total housenold expenditures
and expenditures-for-arres~and medical care by a sampie of 12,000
households in omre month in:-1975-76.and-1681-82. ..The data are
reprresentatives of tne rural and urban population in all reaions of the
Kingdom, including (unlike the CHS survevs) Banakok.

The NSC surveys are particularly usetul for felicwina consumption
over time because, unlike the CHS, both 1975-7¢ ancd 1981-82 expenditures
statistics are collectec for the entire household, anc the health
expenditure data are completely comparable.

2. PReporting Illness, Seekinc Care, Choice of racilitv anc Household
Income

In 1672, 7¢ percent of the urban families in the CHS sampie anc 8]
percent of rural families reporiec that at least one household member hac
been 111 in the last month. Of tnhose reporting illness, 94 percent of
the urban householcds, and 23 percent of the rural hac some contacts with
the health care system, if only a drug store, in the last month. In
1881, 45 percent of household heads and their spouses reported illness
within the last month. Of these reportinc illness, 9¢ percent of urban
households and 94 percent of rural households sought care. Previous
studies suggest that parents are more likely to seek care for tneir
childrer than for themselves, especially where women tend to control
family finances, as is the case in Thailand. Thus the number of
nousenoids seeking care when a member is iil is understatec by the
exclusion of children_from the 198] CHS statistics....

The income levels-of all the households reporting illness, and those
making contact with the health care system-are similar.  While Tow income
does not seem to prevent very many people from seeking care, those in
rural areas who reported illness in 1981 but.did not.seek care had lower
average incomes .than- those.who-reported=iliness-und—did-seek-care. In .
rural areas of the Northeast, over 8 percent cf household heads or their
spouses reported illness—but-did not-seek care-in 1981, and these
households' average inccme was 52 percent below that of their
counterparts who did seek care. Overall, rural households reporting
i11ness in 1981 but not seeking care had average income 48 percent below
those who repnrted illness and soucht care. (See Tables 4.1 and 4.2.)
Income does have great influence on *he type of facility at which care is
sought, and income is positively relatec to the amount spent on care,
both cross-sectionally and over time.
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1979 Average Annual Income
by Category of Use

Table 4.1

of Househoids ﬁeporting IT1ness
of Health Care Services

Units:
Sum: Baht 100 (1983)
Mean:'Baht
sed Drug | Used Public| Used Private T "
Store Facilities Facilities Ho Contact| Contact A1l Sick
Region Hean Mean Mean Mean ' Mean Hean
Income n | Income n Income n Income n | Income n| Income n
Central — Urban 457 40 a67 37 22149 1394 4 469 96 {466 100
Rural 275 162 348 144 300 138 305 27 306 337 305 364
A1l 311 203 369 177 357 188 31 31 341 434 339 465
All-wveighted | 283 214 352 189 314 186 313 34 313 44] 313 481
North Urban 33587 [A3 4 a3 ua 500 6 | 401 191 40497
Rural 266 342 269 175 278 20% 269 18 269 563 269 58]
Al 280 429 298 220 330 313 334 24 302 755 303 779
All-weighted | 206 450 276 231 292 287 309 24 277 ZS} 278 777
South Urban 41] 26 449 14 485 29 -~ 0 462 "57 462 57
Rural 246 5] 212 67 290 57 1481 b 267 148 274 153
Al 302 77 278 81 356 86 1489 5 321 205 325 210
All-weighted | 261 70 250 87 307 79 : 458 7 281 199 287 206
Wortheast Urban [ 3418121680 ~450—115—— 39910 [ 435 190 33T 05—
Rural 175 350 172 312 172 141 237 54 165 596 171 650
ANl 206 431 214 366 312 259 271 64 231 790 | 234 854
All-weighted | 182 458 182 406 - 21€ 206 244 70 182 794 | 187 864
Whole ~Urban 366 234 | 429 154 471 300 43220 4327538 [ 437 558
Rural 231 905 239 698 257 545 272 104 238 1644 | 240 1748
Al 259 1140 274 854 333 846 305 124 286 2184 287 2308
All-weighted | 233 1197 247 914 278 758 285 135 250 2194 252 2329
Source:  Community Household Survey, MOPH and Mahidol University, 1979.
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Table 4.2

IQBI:AQerage Annual Ircome of Households Reporting Il1ness
‘ by Category of Use of Health Care Services

Units:
Sum: Baht 100 (1983)
Mean: Baht

Used Drug [ Used Public | Used Private e
Stbre " | Facilities Facilities Mo Contact| Contact A1l Sick
Region Meam | Tiean fean THean | Hean | Heam
Jncome n Income n Income n Income n Income n Income n
Central — Urban 611, 227 (735 13 861 11 339 72 67235 |65 37
Rural 5530 i 93 487 71 508 54 307 6 494 18] 488 187
ATl . 546 1115, 499 84 568 65 271 8 523 216 514 224
All-weighted 534 123" 495 93 521 71 317 8 501 237 1|495 245
1 M
North Urban | 459, 44. | 398 32 541 38 604 6 [496 102 |502 108
Rural 287 §149; 294 111 319 82 1 261 23 331 301 326 324
All _ 326 f193z 317 143 409 120 328 29 373 403 370 432
All-weighted 296 1199. 300 148 366 113 283 30 341 406 337 436
South Urban 490 7 396 q 697 7 634 3 BT - 1T R F {
Pural 451 . 25 277 36 257 18 549 2 311 66 318 63
ATl . ] 460 . 32 288 40 380 25 604 5 363 - 81 377 &6
All-weighted 457 33 282 406 295 21 624 3 324 87 334 90
Northeast Urban . 561 54 564 32 521 63 695 4 "H5ATT 119 {546 123
Rural 130 227 132 183 192 84 66 37 138 4006 132 443
ATl 213 281 197 215 333 147 120 41 230 525 222 566
All-weighted 150 300 147 239 235 122 230 10 160 543 162 559
Vhole Urban 530 127 490 81 569 119 — j601 15 N RAA 271 RAT TR T
Rural 269, 194 253 401 323 238 173 68 278 951 271 1022
All 322 621 293 482 405 357 228 83 338 1225 351 1308
Al]~weightTd 282 ' 656 262 527 345 330 186 GU 292 1273 285 1363

Source: Community Household Survey, MUPH and Mahidol University, 1981.

_Sb_
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The 19€1 survey is not directly comparable to the 1€7S survey in
terms of the decision to seek care because the 1981 survey asked only
about the health care of the husbancd and wife, yet some inferences can be
drawn. In fact, the difference offers insight into the difference
between care-seeking behavior by parents for themselves and for their
chilaren. Income seems not to have been constraint in the earlier survey
where illness of chiidren was recorded, with the average income of those
reporting illness but no* seeking care equal to or higher than the income
of those who sought care. {See Tables 4.1 and 4.2.)- :

While Tow income may-not prevent-a household from seeking health
care, it can be a determinant of where care is sought. Tc analyze this,
the CHS data were grouped in %hres categories: drug stores, public
Tacilities and private facilities.

Traditional healers, monks and tambol doctors were grouped with
private care, and family planning volunteers and military facilities with
bublic facilities. While not very many people in urban areas availed
themselves of such services in 1972, they make a noteworthy contribution
to the total in rural areas. .

Overall in 1579, 44.2 percent of the households sampled bought drugs
for self-treatment, 28 percent used public facilities and 27.8 percent
used private facilities. Of these using private facilities, three
quarters used private clinics and private hospitals and the remainder
traditional and other practitioners.l.

Overall the average income of households seeking care at public
facilities was 11 percent below that of households seeking care at
private facilities in 1579 and 24 percent below in 1981. Regionally in
1981, the difference was greatest in the Northeast where households using
public facilities had an average income 37 percent below that of
households using private facilities.

Ir the Southern .Region.and.in_urban.areas-in the North, drug store
patrons had strikingly higher average-incomes=in-1981-than-did patrons of -
public and private facilities.- This did -not hold in 1979 in -the Northern .
kegion, anc held to a much smaller extent in the Southern Region. These .:
are unlikely to be.changes:oven.time,:rather.they'are.iikely to ‘be
artifacts of the difference in- the survey questionnaires... Employed
adults are probably less likely to- take.time off-to go to a health center .
or hospital for themselves—than they-are-for-their chiidren.-—Unemployed
and parents deciding where:to seek care for children are probably less
constrained by income foregone.

1/ Health Planning Division, MOPH, Community Household Survey on
Environmental Health Conditions, Perceived STCKNess ana Uti111zation
of Healtn Service Resources, (Bangkok, T9827] p.2T.




kural preferences particularly can be expected to bezr some
reiationships 1to the distances travelled: <travel costs are more
buraensom in seeking care in rural areas than in cities. Accordinc to
one surveyl , travel costs to get to grug stores averace 4 Baht; @ high
percentage of people walk there. The averace cost of cetting to public
rural nealth centers is 12 to 14 Beht; tc public hespitals, 20 to
44 baht; and to private ciinics and hospitals, 40 to 88 Bant. In
contrast, in Bangkok it cests an averace 11 Baht to get to covernment
hcspitals; in other.urban.areas only -6 Baht.-- These~cests get multiplied
when the 11 nousenolcd member is accompanied bty & family member or friend.

3. Health Expenditures of Housenolds Reporting Iliness

In 1581, the averaae monthly householcd nealth care expenditures among
all housenoids reportinc iliness in the CHS survey was 412 Baht2/,
(See Table 4.3.) Five percent of monthly health carz expenditures were
for drugs at drug stores, 41 percent for care at public facilities, and
55 percent for care at private facilities.3/ (Tnhe figures for public
and private facilities include drugs and other supplies purchased from
these facilities. Thev do not take intc account differences in unit
costs between facility types -- & g¢reater amount spent at one type of
facility couid represent few visits. The expenditure -amounts are merely
in terms of Baht spent.)

The distribution of expenditures by type of facility varies greatly
by region. 1In 1981, expenditures at drug stores accounted for five,
four, three anc seven percent of household health care expenditures in
the Central, Northern, Southern and Nertheastern Regions respectively.
Expenditures at public facilities range from 136 Baht in the North to 2582
in the South. Discrepancies this iarae cannot be explained by the free
card program; this does not seem to be a case of the sick in the Northern
kegion turning to public Tacilities when theyv are sick, but not having to
pay for the care. Government expenditures for free care are too small
anc do nct vary sufficiently by region to account for this much variation
in household expenditure. Seventy percent of household health care
expenditures in the- Nortnern- Region-go to private facilities: the
number of missionary hospitals-in the North may explain some of this
distribution.

1/ Deemar, Contraceptive Usage Survey, October, 1984.

2/ AR11 Baht figures in this chapter, both for expenditures and for
income, have been adjusted to 1983 price ievels unless explicitly

noted otherwise.

3/ Percentages do not sum to 100 because of round up.
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Table 4.3

keporting I1lness

Households

Units:
Sum: Baht 100 (1983)
Mean: Baht
Drug FubTic Frivate Jotal
Region Stores Facilities Facilities ,
Sum Mean | . Sum . Mean Sum Mean Sum  Mean N
Central Urban 4 T1 00 178 33 ]9 103 278 KY;
Rural 48 26 363 194 . 530 283 941 503 187
All 53 24 428 191 563 251 1044 466 224
Al1-weighted 62 25 475 194 677 276 1214 495 245
North Urban 20 19 447 410 374 340 E3o 774 T0&-
Rural 75 23 381 . 118 1200 370 1656 511 324
ATl 95 22 824 191 1574 364 2492 577 432
- All-weighted. {100 _. 23 | 592 _ 136 1609 . 369 2302 528 436
South Urban 3 17 o0 217 82 453 134 747 1E
Rural 10 15 198 291 177 260 385 567 68
All 13 15 248 288 258 301 520 604 86
All-weighted 13 15 263 29z 244 271 520 578 90
Northeast Urbpan 27 18 223 18I 34/ 323 041 571 123
Rural 82 18 719 162 381 72 1120 253 443
A1l 104 18 942 166 715 126 1761 311 566
All-weighted |109 18 964 1€3 581 98 1576 267 590
Wnole Urban 49 17 /81 273 88c 210 1714 580 7BE
Kingdom ... = Rural_ 215 21 1667 163 2286 224 4102 -401 102z _
: A1l . 265 .20 2442 187 3110 238 5817 445 1308
- All-weighted [284-. - 2] 2294 . -168 3112 228 5611 412 1362




The Northeastern keojon shows the most strikinc difference between
urban anc rural expenditures: urban households spent more than twice as
much on health care as did rural households. The spendinc at druc stores
was about the same in rural as in urban areas, 18 Baht per month, anc
spending at public facilities was only slightly higher in urban
households than in rural housenolas, 181 Bant comparec to 16Z Bant per
month. Ninety-four percent of the difference between urban anc rural
average health care expenditures in the Northeast is attriputable to
higher urban spending at private facilities. Urban housenoics in the
Northeast spent 4 1/2 times the -rural -household expenditure at private
facilities, and they- spend-only- two-thirds--the-urban-average-at public
facilities. Overall, the Nortneast had the Towest average expenditures
of nhouseholds reporting illness -- 267 Baht per month, less than half of
the expenditures in tne South and sTightly more than half of expenditures
in the horh,

For families reportirng illness in 1981, health expenditures were a
high proportion of averace monthly income -- 13 percent in urban areas
and 16 percent in rural areas.

In the rural Northeast, nouseholds reporting illness sp:nt 22 percent
of average montnly income on-health-care ---a statistic tha: reveals why
income is a barrier to seeking health care-in that region. The
proportions of averacs monthly income spent for health care Dy housenoids
wne reported iliness anc nac contact with health services are shown in
Table 4.4, These proportions are high particulariy bearing in mind that
they do not include expenditures for children who may have been 11 in
the same month. The numbers tend to confirm numerous anecdotes of
families selling land or going heavily into debt to pay for hesalth care.

4. Average Household Health Zxpenditures

Tabie 4.5 shows average monthly expenditures of households for drugs,
medical care and total health services per month and total monthly
expenditures from the NSO survey in 1981-82. Total monthly expenditures
correlate with monthly income but are reportedly more reliable than the
income data gathered in the survey. Thus, total-expenditures can be used
to talk about affordability and income responsiveness of -health care in
much the way income was used for the CHS. - .



; Table 4.4

Average Monthly Health Care Expenditure as Percentage of flonthly
Incone by Households Reporting Contact with Health Care System
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Table 4.5
Average lonthly Household Healtn Care Expenditures, 1981-62

Unit: Baht 1983

. brug Megical lotal lota
Region Steres | Services Expenditures
Municipal areas S/ i1l 148 i {ool%)
Central Kegion  Sanitary districts 45 116 161 (3933)
Villaaes 45 84 129 {352¢)
Total (whole region) L4 92 136
Municipal areas S27 ] he T 143 1 (0T
Northern Region Sanitary districts 30 78 108 {3188) )
Villages 30 - 57 87 (2512)
Total (whole region) 30 o4 94
Municipal areas 3] €5 116 - = === =t&Ao}——
Northeastern Sanitary districts 23 114 77 (3467)
Region Villages 36 59 85 (2364)
Total (whole region) 25 50 94
Wunicipal areas 3z 130 1oz (51667
Southern Recior Sanitary districts ' 43 63 106 (3896)
Viliages 36 51 87 | (3032)
Total (whole region) 36 62 98 l
i |
Tne Greater Bangkok Metropolitan Area * 39 131 170 (5737)
- Lity core 34 169 203 (6612)
- Subuibs 37 97 134 (5627) ‘
- Fringe 49 87 136 (£160)
Wnole Kingaom =% 36 71 113 {3374)
Municipal areas ** 32 111 143 (5158)
Sanitary districts ** 37 80 117 {2560)
Villagas ** 36 63 i 9 | (2737)

‘Whole  Kingdom is separated--into-municipal areas,-sanitary-districts and villages.2s_a__

Tne Greater Bangkok Metropolitan Area refers to Banakok Mﬂtrono11uan, Nonthaburi
Frovince, Pathumthani Province and Samutprakarn Province and the area is classified’ 1nto
city core, suburbs and fringe area based on the density of people in this area.

Y}

.....

whole, except for the area within the Greater Bangkok.Metropolitan Area:
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Overall, drug consumption varies regionally from 30 Baht per month in
the Northern kegion, to 44 Baht per month in the Central Region. In both
regions, pharmaceutical represent 32 percent of health care expendi tures,
and the same percentage applies to the Kingdom as a wiole.

The comparable percentages from the 1981 CHS wers five, four, and
five percent for the Central and Northern Regions and the Kingdom
respectively. These differences are large enough that it is unlikely
that they are explained by sampling error.: (If they wers based on
sampling error, it is the CHS, much more than the NSO survey, that would

~—~be~suspact.- The NSO'samp1e*iS"moYe*random1y“drawn_and’represents almost -
fourfold the households surveyed for the CHS.) Rather, the differences
are 1ikely explained by the fact-chat *he CHS ‘percentages are -for
households reporting illress, and the }!SO percentages are for all
households. Households with i11ness are, on average, 1ikely to show a
shift of expenditures toward medical-care compared-to the.pattern for all -.
households.

The higher reliance on drug stores in the Central and Hortheastern
Kegions shows up in both ‘studies, as do the high total health care
expenditures in the Central Region relative to other regions. Table 4.6
shows drug -and total health expenditures of the Bangkok area -and ‘the

- -rural Northeast. The Bangkok fringe area, which-spent-over-1-1/2 times—
wnat Northeastern villages spend on health care, spent a-very similar
percentage of its total health care expenditures on pharmaceuticals.

This reliance on drugs suggests supply constraints, income
constraints, or both in the rural Northeast and in areas of Bangkok .
Anecdotal eviden:-2 suggests that it is not unusual at all to wait all day
for care in Bangkok's public hospital outpatient departments, a main
source of first-contact health care for Bangkok's poor. The apparently
high rate of self-treatment suggests that people prefer more convenient
and prompt treatment -of -health-problems perceived as minor to0 low cost
queue-rationed professional care.

That it is the poor-who constitute those relying mainly on drug

- stores- for- their health care can be shown by further breaking -down.- -
Table 4.6, as in-Table 4.7.-- The 11 percent of the households of the
Bangkok fringe who consumed -1ess -than 18,676 Baht per month in 1981-82,
consumed 77 percent of their total health care consumption as drugs.
(The total consumption.ranges_in Table. 4.7 are such _odd numbers because
we have price adjusted them. For example, the 1imit 18,676 was published
as 15,000 current Baht.) As total consumption. rose cross-sectionally,
drug consumption as a fraction of total health care consumption dropped
markedly. While Tow cost and free professional care is available in
Bangkok, it is highly queue-rationed and income acts as a barrier to
alternative professional care.
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Table 4.6

Drug Consumption as a Percentage of Health Expenditures: 1981-1982

Percent Drugs Average Healtn cxpenditures per Hontn
(1983 Baht)

EMA 24 184
Core 17 S 220
Fringe - 36 , ~ - 147
A11 Urban 22 185
NZ Villages 38 25

Source: NSO, Sociec-Economic Survey, 1981-82

Table 4.7

Average Health Care Consumption,
Drug Consumption as-a Percentagz of. Health Expenditures,
anc Average—Household-Size, by Total Consumption tevel:
Bangkok Fringe 1981-1982

Annual iotal Consumption Level (1952 Baht)
less than 16,0/0 TO more tnan
18.676 43,577 43,577

Average Annual Health
Care Consumption 351 1,105 2,580
(193 Bant)

% Drugs 77 45 31
Average Household Size .- :: 2.1 3.9 : 5.5
% Households o o 1 0 a5 44

Source: NSG, SociolEébEBﬁ§E'§hf;e§;11981f82a




Many of the poor in the Bangkok Fringe are farm workers (as
distinct from famm operators who own or rent land). Farm workers in the
Bangkol: area consumed 41 percent of their health care expenditures as
arugs. General workers' drug consumptior was 42 percent of total health
care consumption. That drug consumption of the economically inactiye
was, in contrast, 23 percent of total health care consumption is evidence
that the supply constraint, manifested by Tong waiting-times at public
facilitieg, js Operational along with ap income constraint, Economically
inactive people can -be éxpected to pe-less-ayercs to waiting in lines,
because the waiting-time'does*not“represent*foregone'1ncomer“ This - -
tendency is evidenced hy-unemp1oyed'peop}e-ﬁn~urban~areas~using~~"
aovernment hospitaTs*five-timeSNaS"often as private-hospita]s; while

employed people use ‘the -government hospitals only three times-as much as-
private hospitals. (See Table 4.8.)

- eXpenditures associated with- a one-percent -increase inincome;:a : - -

-greater—than-one;~means~that~a~one<percent«increase—in-mneome~wi1J'resu1t~

in more than a one percent-increase—in health expenditures. - in sych g -

case, demand is said to be "income elastic.® If the estimated elasticity
s less than one, demant is said to pe “income inelastic” because the
percentage increase in demand is Jess than the percentage increase in
income.

Using the NSO survey for 1981-82, we found that for every one
Percent difference in income, there was a 0.25 percent difference in the
same directiop in consumption of health care, an elasticity of 0.25 for
the Kingdom.]. Thus, a group wi<h ten percent higher income couid be

services, with an income"eTasticity“of 1.62, rather than from
Pharmaceuticals: ten percent more income was associated with 16,2 percent
more. spending fon.medicalgcarerservicesr: (See“Table:ﬂ:S:)i“In fact, ... .
higher income was associated“with'reduced~spending on pharmaceuticals.-

Health care expenditureswin—Bangkok:were particularly. responsive to
income differences, with an e]asticityvfor'medica1 services of 2.05: a
ten percent difference“in‘inconEfyTelded“a"ZO.S'percent difference -in
expenditures on medical services, This strong relationship could pe seen

Table 4.5; the strength of the relationship is quantified in this
elasticity estimate.

1/ These elasticities were estimatad controlling for educational level
of the wife.
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Table 4.8:

Number of Persons Recefving Public liealth Service by Emproyment Status and Place of Health

Service 1981

URBAH R T T RURAL . Fersons
——TPlace of liealth Service
T Government {Private lleal th Government |Private lealth
Emplovment Status ~—~——_ | Hospital |Hospita!| Clinic_|Centers [Others | lotal _Hospital |lospltal] Clinic | Center QOthers Total
Persons in Labor Force “| { 467,260 { 145,570 | 475,090 | 08,120 |15,530 [1,191,570 | 2,329,350 | 142,330 { 1,086,480 | 1,989,870 431,500 ¢ 6,979,530
2 {39.21) | (12.22)| (39.87) | (7.40) j(1.30) gloo) (38.96) { (2.38) (18.17}) (33.27) (7.22) {100}
- Employed Persons 455,750 | 143,290 464,590 85,960 15,530 |1,165,140 | 2,313,440 |142,330{1,014,800 | 1,986,000 430,730 [ 5,947,380
©(3%.12) f (12.30) | (39.87) 1 (7.38) |[(1.33) (100) (39.00) | (2.40) (17.00) (33.40) (7.24) (100)
1. Professional and ! i
Adi Inistrative Horkers ' 81,620 31,650 83,420 7,080 3,360 707,150 87,430 8,270 42,080 26,690 4,050 168,520
2. Clerfcal and Sales o : : §
Wo' cars . 145,710 60,730 198,360 | 21,030 6,310 432,740 160,180 17,680 121,890 61,270 15,540 385,560
3. Fa-mers and Hiners . 43,040 3,410 25,330 | 22,980 1,910 96,6701 1,838,590} 105,590 761,320 1,793,960 384,510 | 4,883,970
4. Traesport Workers ¢ 314700 6,360 23,470 5,940 |, 460 '67,930 27,650 1,400 19,420 9,299 3,590 61,350
5. Craftsmen and Labhorers . 103,030 28,160 97,340 20,000 2,130 251,¢60 147,910 8.810 101,340 77,120 17,570 352,780
6. Service Workers ¢ 50,410 12,530 35,870 8,950 740 108,550 51.680 550 18,830 12,0:0 5,470 94,200
7. Unknown v 240 400 260 - - 849 - - - - - -
- Unemployed persons I 11,5104 12,280f 10,50C| 2,140 - 26,430 15,910 - 11,600 3,870 770 32,150
i (43.55} {8.63)] (39.73)] (8.07}) {100} {49.49) | __(36.08) (12.04} {2.39) | (100)
Persons not in Labor Force | 697,100] 201,700 876,430] 323,020 151,590} 2,249,917 1,883,5004 111,840 1,135,830| 2,612,140 | 1,035,830 | 6,827,142
. {30.98)| 18.97) 1(38.96)| {14.36) {6.73) {100) {27.59)1 (1.64) {16.64) (38.26) (15.87) {100)
1. Worked around house STVABLBIU T 35,1201 95,790 24,150 | 1.580| 302,570 " 187,810| " 9,850 67,5200 " B1.010 20,680 382,570
2. Students 124,500 34,8701 194,020} 73,020 78,240 504,650 305,5901 19,910 175,240 423,130 399,410 | 1,333,280
3. Others 82,670 16,670 49,8004 10,100 1,..7 160,470 230,2101 14,380 74,010 112,350 20,560 451,560
4. Persons under 11 years old 344,040} 115,040 536,820} 215,€30 70,620) 1,282,1501 1,149,760 67,700 819,060( 1,979,650 613,160 | 4,659,330
{a) 0-6 years old 247,640 85,170f 370,750| 135,990 6,880, 845,930 803,720 654,780 543,530f 7,233,380 160,510 | 2,795,920
(b} 7-10 years old 96,400 29,870} 166,570| 79,640 63,74 436,220 346,040| 12,920 275,530 746,270 182,650 | 1,863,410
! !
Tofal 116,360 | T 3472701 T, 351 D520 AT IIAU [TV 01200 3,341,410 T 3,212,850 753,170(72, 222, 310] X802, 00 { 1,515,330 | 17,805,570
{33.83)1  (10.09) (39.27} (11.95) {4.86) (100) (32.90)} (1.98) (17.35) (35.93) (11.84) (100)
Hote: Figures {n parentheses are percents.
Source: Mational Statistical officer, Health and Welfare Survey, 14731,
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Table 4.9

Income Elasticities of Demand for Health Care, 1981-1982

Pharmaceuticals Medical Services Tetal
Bangk ok 0.07 2.05 1.21
Other Urban -0.2¢ 1.68 0.51
Rural 0.28 1.35 0.64
Kinadom -C.69 1.62 0.25
Source: Computed from National Statistics Cffice;

Socio-economic Survey 1981-82.

The elasticity estimates are based on cross-sectional analysis -- the
idea that those of lesser incomes can be expected to..exhibit consumption
patterns similar to those of currently wealthier households; when the
incomes of the poorer households rise. Richer households are
assumed to maintain the same relative differences between their
consumption patterns and those of poorer houscholds, as the income of the
richer households rises absolutely. These assumptions permit an
inference from cross-sectional to intertemporal analysis.

With the NSO data frum 1975-76, it is possible to examine directly
the changes in consumption over time, and to see how changes in income
corresporid. Tables 4.10 and 4.11 show how health care consumption and
income have changed over the six vear period. Once again, total
consumption is used as a proxy for income. The ratios of percentage
changes shown in Table 4.11 are very rough elasticities. Unlike the
cross-sectional analysis, in longitudinal. analysis it is essential to
control for the many changes that are happening over time in addition to
changes in income; (The cross-sectional analysis, by taking a slice in
time, in effect, controls for historical change..)  HMany changes cther
than income, for example, structural changes in education and in supply
of health care, can affect the demand-for health:care:. -Yet, as a rough
approximation of fow Consumption patterns are-changing-over time, this
approach is useful.



-60-

Table 4.10

Average Household Bealth Care Experditures,1975-76

Unit: Eaht 1983

Region Drug kedical | ‘“Total | Total
Stores Services | {Expanditurss
o ] |

Municipal areas 31 105 | 136 {3415)

Central Region Sanitary districcs - 44 S7 P14l (2717)

Villages 39 60 | 95 (2152)

Total (whole region) 39 70 | 1es {2375)

t

Municipal areas 21 63 82 (3144)

Northern Region Sanitary districts 25 68 3 (1791)

' Villages 25 41 66 (14224)

Tozal (wnhole region) 25 46 71 (1352)

Municipe: areas 28 59 87 (30E5)

Northeaster Sanitary districts 34 54 88 (2309)

Region Villages - 27 30 57 (1482)

Total (whole region) 27 33 60 | (1612)

Municipal areas 30 58 8e {3011)

Southern Region Sanitary districts 28 52 80 (2186)

Villages 25 L4 €9 (1689)

tal (whole region) 26 47 | 73 | (1913)
e Greater Bangkok Metropolitan Area * 32 80 112 TTEE3T
- City Core = 26 92 -118 - (3673)

- Suburbs 39 64 - 103 (3380)

-~ Fringe 36 72 108 (2467)
Whole Kingdom **--— - 29 51 80 (2004
Municipat-areas**—-~—— -~ 27 70 87 {3137) .
Sanitary.districts ** . - 34 71 105 (2283)

Villages ** 26 41 70 (1679)

* The Greater Bangkok Metropolitan Area refers to Bangkok Metropolitan, Nontaburi Province
Pathumthani Province and Samuthprakar Province and the area is classified into city core,

suburbs and fringe area basing on the density of people in the area.

** Whole Kingdom is separated into municipal areas,sanitary districts andé viilages as a
wnole, except for the area within ithe Greater Bangkok Metrcpolitan Area.



Table

Socio-Economic Survey

4.11

Monthly health Care Expenditures anc Chanaes

Municipal
Areas Banakol: Villages Kinadom
MEAN TOTAL CONSUMPTION
1975-76 (19€3 Baht) 3,151 3,323 1,679 2,004
1981-82 (1983 Baht) 5,158 5,737 2,737 3,374
Percent Change 64 73 63 68
MEAN DRUG COKNSUMPTION
1875-76 (19€3 Baht) 27 32 29 29
1881-62 (1983 Baht) 32 39 36 36
Percent Chanae 19 22 4 24
MEAN MEDICAL CARE COMSUMPTION
1875-76 (1983 Baht) 57 112 70 80
1961-82 (1983 Baht) 143 170 99 113
Percent Change 47 52 4 4
Percent Change in Drug
Expenditure over
Percent Change in Total
Expenditures C.29 0.30 0.38 0.35
Percent Change in Medical
Care Expenditure over
Percent Change in Total o o
Expenditures T 0.74 0.71 0.€5 C.60




There are important similarities betweer the Tonaitudinal estimates
in Table 4.11 and the creoss-sectional estimates in Table 4.%. In both,
medical care elasticities are much higher than druc elasticities, anc
medical care elasticities are higher in the cities than in the villaaes.
The most importiant difference is that drug elasticities between 1475-76
and 1961-82 are much higer than in the 1981282 cross-sectional, and
medical care elasticities are much Tower. This suggasts, it is only
since 1980, that demand for medical care has become income elastic; that
s, greater than one. Druc purchases are not- increasing and may even be
declining as incomes rise. LT e o

Tnis explains in part the high mecical care elasticity. Nhot only is
tivere an income effect -- more health care 'is demanded because income is
rising -- but tiizre is a consumption shift: households are substituting
professional health care for self-treatment with drugs. Since the
professional care tends to cost more, this also makes total health
expenditures rise. Studies in_other countries show that the income
elasticity is agreater than 1 for & certain range of income per
capita“l (At Tower incomes the elasticity is-less-than one, and at
nicher incomes it is also l1ess than one:; for example, _the income
elasticity in the U.S., Japarn and Western curope is between 0.1 and
€.2.22/ Thailand appears now to be within the range where demand for
medical care is increasing faster than inccimes.

Clearly, this has important implications for the immediate future --
tnrough the next plan period. It is reasonable to think that the
average housenolcs of tomorrow will make spending decisions similar tc
tnose being made by housenolds with above average incomes today. Thus
cross-sectional associations between income anc health care expencitures
can be applied to projections over time. If the income elasticity of
agemand for medical services is 1.62, as is estimated using the NSO
survey, and income rises in the next 5 years by 16 percent (the
cumuletive result of a 3 percent growth rate), then expenditures for
medicai services can be expected to rise by 27 percent.in that time (the
cumulative result of 3 times 1.62 percent growth).= = .- - .

1/ William hsiao, Harvard School of -Public Health,-personal
communication, March 21, 1985 :

2/ Ibid.
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Of course, growth in expenditures for medical care cannot continue to
outstrip growth in income for a very extended period of time. Nor is it
reasonable to thinl. that the observed cross-sectional preference for
private care among higher earners means that eventually few people will
turn to public facilities for care. As health care expenditures become
an increasing percentage.of.income, it is 1ikely that more households
will turn to public facilities for lower cost care. A primary goal of
MOPH should be to devise ways to channel this demand to the facilities
where it can be given most effectively and efficientiy as it is doing
with health card funds; and to finance the care in-such a.way. that
subsidizes only those who cannot.afford to pay for necessary services,
themselves.

€. Demand for Free Care.

bntil now, this chapter has concentrated -on--how much -households paid
for care. Included among those households who sought care-discussed in
earlier sections, are those who sought care at public facilities and did
not pay for it. Budget-allocations: for—free-care-were-discussed in.
Chapter_2; now we examine the demand.for care as financed by that
budget.l/

The reoional differences -in -take-up rates of free care are highest in
the Northeastern region.. (See Table 4.12). .The income cut-off for f-ee
care eligibility, 2,000 Baht per month, (17500 for single peopie) far
exceeds the cverage income of public facility clients in the northeastein
rural areas. The Central Region is surprisingly the second
highest--average income oY public facility users. There was much higher .
than average for the Kingdom, in fact the urban and rural inccmes were
both the highest of the four regions, and on average far exceed the
income cut-off for the program. The non-Bangkok Central region has the
lowest percent of its population in poverty.g/ This situation seems :
inequitable, although it cannot be determined from available data wh .er.
this distribution of -free care is the-result of greater care-seeking
behavior by the Central Region's poor, cor whether the i~come cut-off of
the free care program is being appiied more laxly in the Central Region.
Given that the household survey seemed to indicate the income is a -
barrier to care in the Northeast, _this_issue bears further investigation.

1/ As for the earlier discussion-of.-the Free-Care budget, we rely -
heavily on Anne Mills, "Health Services for Low Income Groups: Access

to fFree Medical Care." op. cit.

2/ 1bid., p. 8

—



Table 4,12

tilization of Free Care Healtn Services by Region - 1978

Fatients {  bercent o7 lnpatients
Receiving Free Care Receiving rFree Care At
kegion per 1,000 Population - - Frovincial and District
. hospitals -
Northern 167 25
Northeastern 260 36
Central 213 37
Soutner 183 33
Iingdom 217 asx

*Excludes Bangkok

Source: Anne Mills, "Health Services for Low Income Groups: Access to
Free Medical Care", Appendix 1, iabie 2.

7. First Contact Services: Funding Alternatives to Public Outpatient
[epartment lare tor Banakok's Poor

MOPH officials say that waiting time for care in Bangkok's public
hospital outpatient departments averages from 2.to 4 hours. Anecdotal
evidence sugaests that it is not unusual to wait all day, from early
morning to iate afternoon, for care. Some of Bangkok's poor use private
clinics but many rely on these aepartments for routine care: more than
one-fourth of the households in the Bangkok core reported total
consumption of less than 3;500 Baht per month in the 1981-82 NSO
Socic~-economic Survey.l/ (3.5 percent of households). Those whose
morithly consumption expenditures were less-than—1;500 Baht-paid an
average of 7 Baht per month to hespitals and clinics; those whose total
consumption was between 1,500 and 3,499 Bdht (22.8 percent of households)
paid an average of 34 Baht per month- to-hospitals—and clinics, while the
remainder of households pai< an average of 191 Bahi.per.month to. these
tacilities. From what is known about greater incidence of-iliness among
the poor, this expenditure difference is evidence that the-poor are going
to the public facilities for care that is publicly subsidized.

>
(=)
n

1/ Baht amounts in this paragraph have not been adjusted in 1983 price
Jevelc:; rather they are presented as reported by NSO.
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Thus, public outpatient aepartments are serving the needs of the poor
in Bangkok, but they are coing it with long waiting times. They are
providing very basic, routine, first contact services along side of more
complicated care. It is likely that adjustments could be made in
Bangkok 's health care system to shift some of the routine care on to
private clinics and health centers or smaller public facilities, while
pubticly finanzing such.care far._the. poor. 1/ Not only is there
incentive teo reduce the waiting time in outpatient departments, but it is.
- 1likely that smaller facilitiec couid provide routine care of equivalent
- quality more promptly, with more convenience to the patient, and at a
Tower cost to the government:

A proaram to finance alternative to public outpatient dspartments for
Bangkok 's poor shouid take into account the following aoals:

- Tnere shoulc be built-in incentives for administrative integrity
and efficiency "

"= " The program should take advantage-of cost-controlling effects of -
competition among providers of care.

- There should be incentive—for-the patient- to choose less
expensive Torms of care--ana for the provider to advise such

care--when it is appropriate. -
- There should be incentives for use of preventive services.

Moving toward these goals depends in large part on which of many
possible provision or payment schemes is chosen. Direct provision of
care by the government is embodied in the prospect of building more small
government nealth centers like the BMA centers t¢ absorb the current
demand for subsidized care.- Instead of opening health centers and -
employing health care professicnals, the covernment could alse contract
with clinics to provide care to -the_poor. The program could entail
prepayment to provider/contractors- for—an-HMG-style:arrangement; or the-
poor might be given vouchers that the providers could redeenm.
Ketrospective reimbursement of patients would probably defeat the purpese
of the program--that of providing care for:peopie who do not have much -
money to pay for health care.

Some of the pressure-on-Bangkok—hospitals would -be reduced by
improved medical care outside of Bangkok. 1In 1981, 46.7 percent of-
in-patients in & MOPH hospitals in Bangkok were from outside
Banakok See Santhat Sermsri and Yawarat Porapakkham,
“Socio-economic Differentials in Morbidity in Thailand," A paper
presented at the National Seminar on ASEAN Morbidity and Morta]ity
Differentials: Studies in Thailand, Sailom, Hua Hin, November 1-3,
1984,



Just as there are many alternatives about whether to proviae or
merely pay for care, and when to pay for it, there are alternatives about
whno would dam1n1ster such a program. In the past in Thailand, government
finance of care has been linked with government provision of care.

Suppose & program is adopted that breaits this link. Suppose that wnen a
poor patient recejves certain types of care at a private clinic, the
patient shows a card certifying membership in the program, and the
provider of care bills the proaram for the services provided. There are
options about how verification and payment of this bill would be
handied. A government bureau might process the papers involved in-~
aaministering such a system. A private service bureau with profit
incentives to do the program's processing efficiently might also be
consicered. A further alternative, one that draws even more on the
profit motive of the private sector, is to arrange for & contractor 1o
insure the nealth care of the poor. Many permutations-of this basic
arrangement are possible; for example, MOPH might certify participants in
the plan, contracting for insurance for those certified. Certification
coulc also be left to the private sector, where incentives to limit
coverage would be balanced against hopes for contract-renewal.

Similar arrangements for private administration are possible for a
voucher or prepayment schemes:~No matter. how the. program.were
administered, it would be important to understand clearly before
imp]ementation how many people would be making use of such a program, how
much care they would seek, where they would seek it and at what cost. It
would b2 particularly important in negotiating payments to a private
administrator.

One more issue to be considered if care is not provided, merely
financed, by the government, is how much should be paid¢. If the program
paid & set amount for specific services, the incentive would be to
perform more of these services than was medically necessary. If payments
were on a per visit basis, then the incentive would be too scrimp,
perhaps to a medically inadvisable extent.. These sorts of mechanisms and
- their effect on quality of care;-are related-to-the more basic design
issues discussed above.

If the program allowed patients to choose -providers, for example,
using vouchers or the membership card example, exercise of consumer
choice would provide built-in quaTity control to_the extent that
consumers can judge whether the care they are given is-good and enough.
While full third party payment removes cost control incentives from both
the patient and the provider, copayment-for-care by the patient, or
bonuses for low utilization might give the patient enough reason to be a
thrifty shopper for health care services. A possible cost-controlling
measure from the provider side miagnt be to arrange for "preferred
providers": lower fee structures (or in the case of HMOs, membership
fees) in return for an incentive built into the program for participants
to use these providers.



The possible solutions to the excess aemand for outpatient department
care in Bangkok are myriad, and many of them guite complicated. Making
an informed decision will require careful research, experimentation, and
simulation using datz from the experiments to understand the implications
o7 various program designs. It is important quickly to begin to search
for a solution to this-problem for there is every reason to think that
what is happening now in Bangkok, is in stcre for other urban areas, and
represents the more distant future for rural areas of Thailand.

Summary

Tne most policy-salient features of the Thai demand for health care
as analyzed in this chapter are: - -

- As income rises in Thailand over the coming years, demand for
health care can be expected to rise dramatically.

- Low cost public health care for Bangkok's poor is inadequate;
self-treatment with pharmaceuticals is being substituted.

The first of these points, the burgeoning de.and for health services,
arises from several characteristics of Thai health status and the Thai
economy~ --A-shift from predominance of treatment of infectinus diseases,
to- treatment of accidents and. cegenerative .disease, that is, a shift form
primary to secondary care. Secondary care, perhaps because it is often
less efficacious, tends to be more open-ended and intensive, and thus
more costly.

Thailand alsc happens to be at a level of income growth where income
elasticity of demanc for health care 15 very high. As households are
newly able comfortably to pay for their most basic needs, they tend to
have very high demand for health care.._Further, rising demand for health
care is composed of a shift from self-treatment -with. pharmaceuticals to
seeking public and private medical care, both of which are more costly.

Household expenditures.are & .large-portion..(two~thirds.) . of health-.
care spending, and it is important thatthey remain so. ' If demand rises
to a point where households-can no longer afford to pay for tue majority
of their care, the government will not be able to pay the bill, eijther.

kecommendations relating.tc.containing high-demand for-care are
generally the same as those for containing costs;y presented in. Chapter 3.

- The Thai government should.make sure.that it.ds. subsidizing care
for only those who cannot afford to pay the full cost.
Currently MCPH hospitals'’ charges are below market rates, and
hospitals for government employees subsidize the general
public. The government should not compete with the private
sector.
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- health care funds should encourage the consumption of primary
care: preventive care is much less expensive than curative care.

- kesearch and planning to allocate increasingly sc.rce public
resources equitably and efficiently is essential.

As for care for Bangkok's poor, we recommend research into ways of
letting the private sector absorb the excess aemand for low cost health
care services., Perhaps if_subsidy of the general public's health care by
public institutions were discontinued, queues-would-be shortened.- Even

0, if-the private—séctor—can- provide-adequate-care more.cheaply and with
greater convenience to patients, that would be preferabie..

In conclusion, the main health care problem facing the Thai’
government today is how to meet tomorrow's demands. A range of scurces
all point in one direction: in comparison with recent years, those
demanas will be great. Only by careful planning to channel household
cemand efficiently will the health care system continue to be able to
meei the health care demands of the people.- o
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CHAPTER 5
COMMUMITY FINANCE OF PRIMARY HEALTH CARE

1. Introduction

Increasing household demand for health services has several
implications for the national program of primary health care for the .
rural popuiation.- The increased demand for curative services will put
severe .limizations. on the MOPH's-continued provision of.¥HV.and VHC
training and of family planning services-or expanded dental or mental
health services -- unless demand for these services is-high-and cost
recovery is high. (The possibility of--increased cost recovery for family
planning services needs to be explored; in particular, it will be
important to analyze how much increased cost recovery, if any, would be
consistent with the population growth rate targets of the Sixth Five Year
Plan.) Other elements of PHC/BMN -- essential drugs, nutrition,
sanitation, local control of endemic diseases; MCH;-EPI and-health -
education -- will increasingly.depend. on the.current and future viability.
?nd $$rformance of PHC funds set up to finance and provide these services

ocally.

This Chapter ana]yseshthe:?erformance and.prospects of drug, — -
nutrition and sanitation fundsl/.

2. Drug Funds

Drug funds are the oldest, most numerous, most consistently
profitably PHC funds in Thailand. They serve more households, have more
diversified income sources, show more potential for diversification of
services and less regional variation than nutrition or sanitaticn funds.

1/ This Chaper is based .on: the -findings—of -a- PRICOR-supperted study of
community finance of -primary health-care being conducted b the
Social Projects Division of the National.Eccnomic and Social
Development Board.  The.study included 2 national survey of 4,631 PHC
funds and detailed case studies of 72 funds. - -
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About two-thirds of all PHC funds are arug funds and more than half
of all drug funds are in the Northeast. Of the 4,631 PHC funds studied
in the national surveyv, 2,955 or 64 percent are drug funds; 1,425 or 52
percent are in the hortheast. The Mahidol Urniversity study identified
£.233 drug funds, 60 percent of them in the Northeast.l/ MOPH records
show a total of meore than 1£,00C drug funds throughout the country.g/
Tne number and distribution of aruc funds reflect government policy.
Druc funds have been established first, ahead of nutrition, sanitation
and health card funds, and priority has been given to poverty d1str1cts
primarily in the Nor;h,asL':-:;- :

Drug funds are not without problems..-—Most important .are.problems of
management anc record keeping, inventory control and maintenance, -
: oecap1ua11zau1on, and the—fact that-druy -funds are more successful in
villages which are sozially cohesive, ”spec1a11y ‘compact; and-distant from
cther sources of pharmaceuticals and medical SLpp11es -- conditions which
de not prevail in many .villages in Thailand. Nonetheless, the cdrug funds
provias a promisinc institutional base-for the evolutionary deveiopment
of multipurpose funds able to mobilize sufficient community resources to
“finance preventive and promotive services ang primary; even-secondary,
medical care

2.1 hge and Origin of Drug Funds

As in the Case of other PHC funds, most drug funds have been
established at the initietive of the MOPH -- by hospital directors,
Frovincial, District and Tambon Health Officers usually with the active
cooperation of village leadzrs and a majority of village households.

Tnhe MOPH has been establishing drug funds since 1878. The pace
has acceierated recently as evidence of .their success became avaiiable.
As a result, the mediar age of drug funds is only siightly more than 12
months. The oldest funas have been in operation for six years. The 22
arug funes covered in the case .studies.range in age for six months to
Tive years, averaging two vears and three months. This is long enough
Tor patterns of operation and management to stabiiize, and prespects for
future viability, profitability;-diversification and growth to become
clear.

1/ Mahidol University, Study of Medical Cooperatives (1984), Table 1,
p. & T

—-——— ——————. —

2/ As of November, 198A thn MOPH recorded a tota1 of 18,422 drug funds.
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Initiation of most arug funds begins with MOPH provision of
starting capital in the form of an inventory of druas. There is then a
village meeting, election of fund managers, sale of fund shares, and
sometimes a festival or other event to raise additional funds. The MOPH
roie and the roles.of District and Tambon Health Officers are pivotal to
tne origin of most fungs. Only two of the case study drug funds were
established by villagers on their own initiative and in these two cases
Teading roles were played by the chief monk, the school headmaster .and
other village leaders not only in initiation but in subseguent -- and
high quality -- management.of the funds. . . .. ... ...

Drug funds are located in- villages--that .often have other funds
supporting activity in agriculture; animal.-husbandry,=aquacul ture,
community savings and sometimes other PHC activities. A village is more
likely to responc to an MOPH initiative to establish a drug funds and to
succeed in operating it successftully-when it-has had prior. successful
experience with other.community .funds -- particularly.ones which sell
producers' goods‘on"a_reyolying:fundibasis:andathuﬁsar&wsémilandinwﬁ_Ju,
management, record keeping, inventory control and other requirements to
the operations of a drug fund. - -

Forty-one percent of Tambon.Health Officers and 36 percent of
drug fund managers interviewed—ﬁn-the"case’studfeswreported~that<’“
familiarity with an existing successful fund had influenced the
establishment of a drug fund in the viilage. This was less of a factor
in the drug fund's origin than the MOPH's initiative in providing an
inventory of drugs (reported by 71 percent and 86 percent respectively)
but generally more important than local perception of need for a drug
fund (reported by 23 percent and 36 percent respectively).

The case study villages with drug funds_have an average of 2.5
funds of all kinds, with a maximum.in several villages of 6 funds.
Numbers reported in the national survey are somewhat higher,

Surprisingly, .training-in management-or.rucimentary pharmacology
-~ beyond what VHV's may have already received -- has not been a
prominent activity -in-the initiation of drug- funds..--Only 5.percent of
Tambon Health Officers and 9 percentof-drug fund managers-inteviewed in
the cases studies reported any training as part of-fund-iniciation. It
was also apparent in the case studies that villager's understanding of
‘the rationale for and operations--of the drug _fund was Jimited and perhaps
a limiting- factor on fund success.l/ Training and social. preparaticn
may be activities where additional effort would yieid high returns. -

1/ Villagers lack of understanding was the second most frequent cause of
drug fund problems found in the Mahido] University study, op. cit,
Table 10, p. 49,


http:management.of

- 72 -

2.2 Drua Fund Management

Drug funds are managed by a committee averaging 10 to 12
membpers. VHV's and VHC's are members of the management committees of
more than 90% of drug funds in all regions. (See Table 5.1). The Tambon
Health Officer almost always serves as consultant to the fund committee.
Within this basic structure are large variations in commitment, :
competence, energy and compensation. These variations, in turn, go a
Tong way in explaining the differences in fund viability, performance,
growth and diversification.

2.2.1 Characteristics of Managers

Members of the management committees are from leading
tamilies and hold leading position in the village. They include monks,
school teachers, village headmen, health and other community development
volunteers. Some have high levels of educational attainment -- secondary
and above. Others have workzd in jobs outside the village which have
given them managerial skills. Many are members of other village
committees such as education and temple committees.!/ In the case
stuay drug funds, committee members are overwhelmingly male (more than 80
percent), range in age from 30 to 57 with an average ace of 44, and an
average household income of 60,000 Baht per year -- more than twice the
median household income in agriculture villages. Committee members were
selected by vote at village meetings in 75 percent of the drug funds
covered in the case studies. However, the positions were not really
contested and the vote was more an affirmation of consensus and
participation than an election. In the remainder of the cases, committee
members were appointed by District or Tambon Health Officers.

Committee members are shareholders of the fund and serve
Tor unspecified, usually unlimited terms. There has been very little
turnover of committee members. Most have served for as long as the funds
have been in existence, for terms ranging from 4 months to 5 years. The
tenure of managers is undoubtedly traceahle to respect and trust,
particularly where drug funds have been successful. It may also reflect
the fact that some managers receive compensation in cash and in kind
and/or that few others in the village are willing to take on the
responsibility particularly if the fund is in difficulty. But good or
bad, once selected the managers do not change.

1/ Mahidol University, op. cit, Table 20



-Table 5.1 :

Characteristics of Drug Funds

% of Funds | % of Fundd Median | Median|% of Funde|Z% of Funde] ¥ of Funds|? of Funds|Z of Funds| Average | Average
with Compensat-| Working Age in]Profitable|Active in | Active in | Active in | Active in | Vil.age | Humber
Region VHV's on ing Capitall Months Nutrition | Apri- Water and | Other Fopula- | of
Management | Managers | in Baht culture Sanitation| Community | tion Stores
Committee hevelop~ per
ment Villape
North
n=708 95.9 50.6 2,000 12 91.5 35.2 8.8 26.1 9.3 1,425 5.4
o '
Northeast -
n=1,677 G2.5 48.2 2,000 12.1 92.0 43.8 11.0 29.8 12.0 1,009 3.9 w
|
Central
n=290 95.2 45.5 2,550 11.2] 85.2 42.0 11.0 1.0 7.0 1,310 6.7
South
n=151 93.4 31.0 1,999 12.0 .87.4 32.5 2.0 23.8 10.6 7,550 4.5




2.2.2 Patterns of Management

lManagerial responsibilities are divided among committee
members. Drug sales -- and any advise or referral recommendations
connected with them -- are usually the responsibility of the VHVY. This
is in keeping with tne MOPH's policy that the VHY is to be the agent for
gistribution of pharmaceuticals in the village whether there is a drug
fund or not. The VHV may alsoc serve as committee chairman and lead.
manager. In other cases, this role is played by the village headman. .
Daily fund receipts and func working capital are sometimes entrusted to a
monk. Other committee members serve as accountants, auditors, record
keepers, sales clerks and aeneral overseers. For mest committee members
tnese responsibilities are not heavy or time-consuming; 86 percent of
arug func committee members interviewea in the case studies reported that
tneir participation in fund management is part-time and aoes not
interfere with tneir principal occupation -- mainly farming.

Une or two members of the committee are sometimes much
more active, aevoting full-time to management of the func and in most
cases they report that this work does interfere with their principal
occupation. Drug funas with this level of managerial commitment are the
most successful. Two examples are the drug funds at Baan Pho Samphao
village, Nong Hiang sub-district, Phanat Nikhom district in Chonburi
province and baan Maab Pla Khao, Maab- Pla Khao sub-district, Tha Yang
district in Phetchburi province.” The VHV's in both cases manage the
tunds full time, sell arugs at any hours to people who need them, keep
all accounts and records, and order and maintain inventory. WXhile both
VHV's receive some compensation for this work it probably does not egual
the foregone earnings in aygriculture. The drug funds in this instance
receive a subsidy egual to the difference, or tc the value of the leisure
or other foregone production of Vamily members--who take -cver the VHV's
role in agriculture production. Patterns and amount of compensation may
nee¢ to be adjusted in the leng term to reduce or eliminate this subsidy.

When the full-time manager of a drug fund is a VHV, or
even when the VHV aevotes a .substantial portion of his or her time to the
arug fund, there is another opportunity cost. Preventive and promotive
activities may suffer; less time may be devoted to outreach and to care
and referrals of conditions which do not involve pharmaceuticals.
Although difficult to measure and assess, these are costs with potential
public health implications.

) Successful funds exhibit other managerial
Characteristics. Some benefit from active participation of the Tambon
Health Officer in all facets of funds operations. The drug funds in
Khlong Wa village No. &, Kho Hong sub-district, Haad Yai district,
Songkhla province; Baan Phai Songkhram village, Sa Si Mum sub-district,
Kamphaengsaen district, Nakhon Pathom province; and Baan Nong Bua Lon
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village, Chik Sang Thong sub-district, Rasi-Salai district, Si Sa Ket
province, are all successful and growing rapidly fcr this reason.

Because the Tambon Health Officer is paid by the MOPH she or he does not
forego income by working with the drua fund. But here also there are
opportunity costs with potential public health implications. & drug fund
is located in one viliage while the Tambon Health Officer is responsible
Tor an average of Ten villages. If the drug Fund is serving multiple
villages, as some do, then this opportunity cost-is reduced.. But there
is anotner. Drug funds-focus-on-and-provide-mainly curative services.

To the degree that the Tambon Health Officer devotes her time to the arug
fund, preventive and promotive-activities -- including support of .
nutrition and sanitation.funds-:—--will-receive proportionally less. -

Other drug funds—get managerial--help -from-professionals
in nearby district hospitals and other MOPH instititions. For example,
the drug fund at Baan.Serd Noi Moo 2.village, Baan Bueng sub-district,
Baan Bueng district, Chonburi province get help on accounting, inventory-
control and resupply and pharmacology from the pharmacist of the district
hospital. The Khlong-wa Drug Fund,: Tambon-Kho  Hong; Haacd ‘Yai district,
Songkhla province gets .similar help from.four hospital officials who are
members of iis management-committee.:_This_kind of help entails few if
any important opportunity costs other than.leisure foregone and should be
encouraged where distance permits. ' ‘

2.2.3 Compensation of Managers

Between 30 and 50 percent of -drug funds compensate -
members of the management committee. --(See Table 5.1- for a regional
preakdown). Compensation takes a variety of forms—inctuding salary, a
percentage of profits, or free or discounted drugs. The oroportion of
managers benefitting from drug fund operations may be higher than these
numbers suggest. Managers have first access to scarce pharmaceuticals
when the monthly order arrives. They may also have the ~ight to borrow -
from the fund and to do so at interest rates below the prevailing market
rates of about 60 percent-per-year-in-rural--areas: - And fund managers own
shares in the fund and thus receive annual distributions of a portion of
profits if the fund is profitable. . : -

In the case study drug funds, the most active member of
the committee -- the de facto.manager.--. is often paid if the fund is
profitable and growing; for example,-the .manager receives.5 percent of
" the profits of the Baan Donpin:Drug.Fund;_Tambon_Cha—Charng,San -
Kamphaeng district, Chiang Mai province; 7 percent of~the profits of the
Knlong-wa Drug Fund, Tambon Kho Hong,- Haad Yai district, Songkhla
province; and 20 percent of the profits of the Phosamphao Drug Fund,
Tambon Nongheag, Panat Nikhom district, Chonburi province. In four other
case study drugc funds managers ‘receive wages of 60 to 335 Baht per month,



Except in the most profitable drug funds, such levels of
compensation will not cover the foreqone earnings of managers who work
Tfulll time or reimburse their families on whom the extra burden falls.
But such compensation is important conceptually and statistically. There
are obvious incentives for good manaagement when compensation is tied to
performance and managers are shareholders themselves. Careful control of
inventory maintains and increases sales; lack of control and supply-
interruptions reduce or eliminate them. Inadequate records reduce
performance, profits, capital and trust. Good records increase them
all. Statistical analysis of the national survey and case study data
tounc nigh correlations between compensation of managers anc fund
capital, profit, arowth and diversification.

2.2.6 HManaaerial Probiems

lianagement problems of drug funes are traceable to the
inverse of tne conditions which create-success. Drug funds have
managerial problems when the_ Tambon Health Officer is inactive; when the
committee members lack commitment and energy; when income producing
opportunities are ovei‘looked;. when health volunteers play a limitec role
ir sales, record keeping and inventory cortroi. The most comm?9 probiems
are incompiete records and inadeguate and inaccurate accounts.!/ hNone
of the case study aruc funds has complete-double-entry -accounts or
compiete and current inventory records. The long run consequence of
these probiems for some funds is gradual decapitalization, stagnation at
& lower level of operation, or failure.

Tne process is well-documented for a drug fund in Ubon
province.g/ Eight health volunteers took turns running the store. Each
Gay a difrerent woman waited on customers and kept track of mone, and
inventory. When the first inventory of drugs arrived the store was
jammed with customers. Records and accounting fell benind.  Some drugs
sold out quickly. Others languished on the_.shelf.. Yet each month the
- same 20 drugs in the same quantities were ordered from the GPC's agent . in
Ubon. Some villagers were allowed to buy on credit but-records were not
complete, thers paid in kind with rice, charcoal or firewood. But no

1/ The Mahidol uUniversity study found the same set of managerial
problems, see op. cit, Table 18;7p. 52:. ..

2/ Youngyut Kajornpadungkiti, "The Fate of Nok Ten's Drug Cooperative"
mimeo, Harvard School of Public Health, MPM 266d, #984. The drug
fund described in this document is a composite case for teaching
purposes, based on the experience of several drug funds in the
Northeast.
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evfort was mace to sell these items. 1In spite of strenuous efforts by a
school teacher on the committee to make sense of the records and maintain
capital, thes fund was eventually unable to come up with *he 2,000 Baht
needed for the next month's order. The monk entrusted with the money had
only 1,600 Baht at oraer time. Yillagers began to travel to other
villagers with well stocked funds to purchase drugs.

Suck managerial problems are the most serious problems
drug funds face.l/ \Vihile other variables affect fund growtn, ,
diversification, profit and success, none is more important than the
guality of management.

2.3 Drua Fund Capiztal

The capital of the 2,955 drug funds covered in the national
survey, ranues from 0 to 50,000 Baht. The median is 2,000 Baht in the
borth, Northeast and South, and 2,550 Baht in the Central region (see
Table £.1). Sixty percent of the drug funds studied by Mahidol
University had capital of 1,000 to 4,000 Baht.2/ The capital of the
case study arug funds 1s-higher-because they-are older and more
cuccessful. than most. . It ranges_from 200 to 90,000 Baht with an average
of 7,5C0.

¢.3.1 . Initial Capital ._

The initial capital provided by the MOPH is small in
comparison to what is raised in the communities themselves and
particularly in comparison to the leve] of capital attained by the most
successful funds in just two or three years of operation. The initial
inventory of drug and medical supplies provided by the Ministry to the
VHV ranges in value from 500 to 1,000 Baht. Some of this variation is
traceable to the year in which the stock was provided. The Baht was
devalued in 1981, and the costof pharmaceuticals increased by more than
5C percent between 19?85~when~drug*fundsewene~f4rst«started;"and .
1983.3/ Seven to 800 baht -- in 1883 Baht -- is probably the average
value of the initial inventory for drug funds started in the last 18
months. -

1/ The Mahidol University ctudy reached the same conclusion, op. cit,
Table 10, p. 44, 4 - T

2/ Calculated from jbid, Table 5 p. 39 .

3/ Calculated from Bank of Thailand, Quarterly Bulletin, Vol. 23, Ho. 4,
December 1983, p. 90.
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Initial capital in the form of drugs or money is
sometimes received from otner sources outside the community. For
example, the Baan Donpin Druc Fund, Tambon Che Charng, San Kamphaeng
district, Chiang Mai province received 500 Baht from the District Ked
Cross and 1,000 Baht from a local corporation. But such examples are
few. Most of the initial capital of drug funds is raised from households
in the village.

2.3.2 Sales of Shares

Capital is raised from househclds hy sale of shares in
the fund. Share prices are set by the manaaement committee. In the case
stuay arug funas, prices range from 10 Baht to 50 Baht & share, and
shares are owned by 30 to 100 percent of village households. Households
can own more than one share but an upper limit (for example: orf 50 shares
per nousehola or 25 percent of all shares) is sometimes set by tne
committee to prevent a single family's taking over the func. Poor
families unable to purchase shares are sometimes able to buy shares on
credit or are provided shares in exchange -for labor contributec¢ to the
construction or improvement of the drug fund's store. Wnen share
ownership is wiasspreac and/or multiple shares are ownecd by householcs,
the amount of capital raised is impressive indeed. Table 5.2 shows share
prices, share purchases and aggregate capital raised in six case stuay
arug funds. Tne initial capital raised in each community exceeds: the
amount proviaed by the Ministry and in the most successful func is ten
times as much.

Differences in village size, wealth (as mesesured by
motorcycle ownership) and share price account for some oF the variation
in capita] raised in tne six villages. The proportion of nouseholds
purchasing shares aiso accounts for some but does not correiate sirongly
with wealth. And in spite of an MOPH incentive of an additional 1,000
Baht for any drug fund with share ownership by 80 percent or more
households in the viliage, many highly successful funds with rapid
capital appreciation have stayed below the threshold.
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ble 5.2

Share Purchase Case Study Drug Funds

Fund Number of % of % of Share Numheyr Initial
Households llouseholds llouseholds Price of Capita’
; with Purchasing : Share Raised
) Motorcycles Shares Purchased
i |
——

Kuteeri, Songkhla 75 84% 75% 10 Baht 90 900 Baht
Ban Nongbualon, 46 9% 80% 10 Baht 133 1,330 Baht
Si Sa Ket
Serdnoi, Chonburi 169 47% 30% 20 Baht 51 1,020 Baht
Ban Jomtevee, 246 37% 90% 10 Baht 214 2,140 Baht
chiang Mai
Khlong-wa, Songkhla ? 100% 70% 50 Baht 7 7
Pho Samphao, Chonburi 234 50% 507 50 Baht 219 10,950 Baht

Percentage includes later share purch

ase as well as inftial share purchases.

-6[-.
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Why then do households purchase shares and what explains
the variations? Households do not purchase shares in order to purchese
arugs from tne fund. They are entitled tu purchase druas without owning
shares. Nor do households purchase sha:es, at least initially, in
anticipation of high profits or even ot any profit at all. Tnis was
apparent in meetings with drug fund shareholaers in the case studies and
is confirmed by tne Mahidol University Study. Only € percent of .
sharenolders reported expectation of profits as a reason for buying
shares; 71.2 percent reportec wanted to help the villaage have the
benefits of a druc fund, and 11 percent reported respect for the
indiviauals setting up tne func.!/ Both responsas are measures of
social obligation and social contract in Thei culture and are strongest
ir villages which are socially cohesive and spacially.compact. A few
sharenoiders also report a low share price &s a reason for purchase.gf
Together with the sccial obligation is an afforaable cost in fulfilling

it.

tatistically, villaces with the hiaghest percentages of
nousehoids owning drug fund shares are small, with relatively eouitable
distribution of land ownership and household income and wealth, and have
drug funas with low share prices manaaed by people of relatively modest
income. They are also viliages which have-fewer fTunds-supporting other
activity and making sccial obldigation claims on householas to purchase
shares. (There is an important tension in this last finding. Tne more
funas a village has, tne better the management of any one of them is, but.
the greater the limit on househclds' ability financially to contribute
and participate in them. This is one of the arauments in tfavor of the
multipurpose moaels, to be elaborated further in Chapter €.)

Social obligation and village conesion are central tc
other ways of auamenting drug fund capital. All households in the
village may be asked to contribute a small amount to the fund -- not for
share purchase but as an outricht donation Tor the common good.
Households in Baan Donpin village, Tambon Charcharna, San Kamphaeng
-district, Chiang Mai province contributed 5 Baht.each to the drug fund

1/ hahidol University, op. cit, Table 23, p. .67

2/ 1bid, 7 percent reported low price as a.reason for:-share:-purchase.
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Tor a total of 805 Baht - more than the value of initial drug inventory
Trom the MOPH. Villagers in Nol: Ten in Ubon province held a village fair
wWith sale of food and drink, a raffle of 10 kilos of rice, and a dance.
Tne fair raised 5,000 Baht -- 10 times of the initial inventory fron the
Ministry.1/

Social obligation is the main reason for initial share
purchase and other contributions, but high profit is the main reason for
subsequent share purchase and for the dramatic variation in amount of
drug fund capital. A good example is tne Pho Samphao Drug Fund in
Cnonburi province -- a fund for which reasonably good records are
available. The initial share purchase at the beginning of 1981, as shown
in Table 5.2, was 219 shares with a total share of 10,950 Baht. 1In
January 1982 shareholders received profit distributions of 43 Baht per
snare -- an annual return of 86 percent. In Jenuary 1983 they received
25.49 Baht per share -- an annual return of 50.8 percent. households may
purch”,e adcitional shares once a year just after profit distributions.
Since January of 1982, the Pho Samphao drug fund has sold 321 additional
shares with & total value of 1€,050 Baht, more than doubling the initial
capital raised from households in the village.

2.4 Drug Fund Profits

Tne Pho Samphao Drug Fund is profitable because it is well
managed, well stocked, and able to undersell the private market and
compete successfully with public sector alternatives. It also now sells
to households in other villages. Most important, it has diversified its
sources of income by selling other goods in addition to drugs and medical
supplies. This pattern is typical of successful drug funds.

2.4.1  Drug Supply and Pricing Policy

The drug funds receive resupplies of pharmaceuticals by
ordering from the Government Pharmaceutical Organization {GPC) which
maintains stock at each provincial-health office. The provincial health
office receives and fills the orders for the drug funds-in the province:
It also supplies district health 'offices and sub-district health
centers. The system appears to work quite well if orders are timely and .
money is available to pay for them; 95 percent of case ‘study drug funds

1/ Yongyut Kajornpadungkiti, “"The Fate of Nok Ten's Drug Cooperative,"
op. cit, p. 4.



restock in this fashion. Some report aelays in obtaining resupplies of
some or all items with conseguent drop in sales and confidence. Thirty
percent of the arug funds studies by Mahiaol University reported supply
prob]ems"l/ But these problems may be egually traceable to poor record
keeping, late oraers, and systems of inventory control that are
insensitive to market signais; 52 percent of funds studied by Mahidol
reportec problems in keeping their accounts in order and up-to-date~

kesupply throuah the private sector mioht be more prompt
and certainly would offer a far broacger range of pharmaceutical
preparations. This might be a marketinc advantaae for the funds, though
it is less obviously desirable in public health terms. But the real
aqvantage of the GPC system for the profitability of drug funds .is its
vricing pelicy. The GPC suppiies druc funcds at prices 30 percent below
the urban reteil prices of the jaraely eeneric arugs which thne drug funds
sell. Thus while the funds.offer.fewer drugs than are available in the
private market or in district or provincial hospitals, they have a
three-folid advantace in pricing and marketing.. Generics supplied by the
aPC are cneaper than name brands, the merk-up is basec on urban prices
pecause the GPO absorbs -transportation costs, and travel costs of = -
consumers are jower because the arug funds are cioser trnan most public or .
private alternatives.

reduced travel cGsts may be the b1ganst aavantage the
arug funas have and tne most important economic benefit they ofrter
censumers., A study of villages in the Kranuan district of Khon Kaen
province, prior to establishment of drug funds, showed that travel costs
to purchese druas from the district_hospital were more than twice the
cost of drugs the travelers bought.é/ Many of the successful drug
funas analyzed in the cass studies are distant fTrom alternative sources.
Forty-three percent of consumers interviewed in the Mahidol University -
stuay reported buying Trom tne drug func because i was-ciose; 32 percent
elso citec good quality and jow price.Z

1/ Mahidol University, ob. cit.,. Table 16,.p. 50.
2/ 1bid, Tabie 18, p. 52

3/ Kraisid Tontisirin and Yongyut Kajornpadungkitti,. “Medical -
Cooperatives" (mireo,” NESDB,. 1981}, pp. 19-2C.-

4/ Mahidol University, op. cit., Table 35, p. 69:
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With these advantaaes, most drug funds are able to sell
competitively at the full 30 percent mark-up, and more than 85 percent of
drug funds in the national survey reported making profits. The evidence
Trom the case studies and trom the Mahidol University study is that some
arug funds meke modest profits while others make hiagh profits. Averaae
are misleading. Of the 22 drug funds analyzed in the cese studies, 2 had
Tailed and decapitated; -+-reported-no- profit, 9-reported profits below 10
percent, and 10 are successful-with profits-over 30 percent. -(0f 100
drug funds evaluated. in. the Mahidal University study,. 23 were found to be
in trouble,_ 4S were modestly successful and 23 were highly
successful.l/)

Inventory turnover and rites-of profit-in the-successful
funds are much .igher than the-averages would-suggest. In 1982, the Pho
Sampnao druc fund. for example, had a gross profit of 172 percent of
wnich 50 percent went to shareholders, 30 percent to fund capital and 20
percent to fund managers. (In another :ase study drug fund, the
"~ distribution was 20 percent, 75 percent .nd 15 percent respectively.) . -
The Pho Samphao fund has been-zlle-to-sell:drugs-to households in - othew
villages and is now serving a tntal of-ten villages. - This is part of the
explanation of its success.

2.4.2 Sale of (ther Goods...... . .

Another major component in the success of the Pho Samphao
fund and others 1ike it is sale of other goods. The drug fund becomes a
store selling basic consumers and producers' goods, some juxury items and
in one case even inclucdss -a barber-shop:-—-People coming for drugs buy
other tnings. People shopping Tor other things buy drugs. Goods sold
include soap, salt, sugar, onions, fish sauce, dried chilli, tooth
brushes, detergents, animal feeds, fertilizer, paper goods, weaning and
supplemental foods, ORS packets, whisky, beer, soft drinks, clothing and
cigarettes. Not all drug funds selling other:goods—sell=this: broad a
range. The broadest range is available in the Changhan "multipurpose
fund" in koi-et.

1/ Calculated from hkahidol University, op. cit., Table 9, p. 43.



Profit margins on these items vary among items and from
place to place. Tne Pno Samphao fund reported highest profits on whisky
and cigarettes. If most or these items are avaiiable in Tocal stores,
the arug funds do not have the same marketing aavantages in reduced
travel costs or prices that they do in the cese of pharmaceuticals except
where the drug funds are more centrally located and/or more efficient and
timely in restocking the most popular and high profit items. But the
drug funds retain two advantages in selling other aoods which enable tnenm
to compete with local stores. If there is no other nearby source of
drugs people will buy drugs from the-fund and-once there -it is and likely
that they will buy other items if the perceived quality of-these items is
at least equal to that of other-sellers and the price no higner. Seconc,
if buyers are shareholders it is in their interest-to buy-other goods -
just ac it is to buy drugs from the fund. FPotential profit distributions
effectively reauce the prices they pay. rinally for those gooas not
avaiiable from other local sources, the drug funds enjoy an absoiute
advantage equal to the average-travel-costs-to alternate sellers, and can
price and proiit accordingly.-~ -

ror all these reasons, there .are high correleations
between drug funds' profits and the diversity of other goods they sell,
and between profit and-capital. appreciation. Whether all of this is
important for the objectives of primary health care depends on how the
profit and capital are used and on the equity and service consequences of
fund operations.

2.5 Drug Fund Services, Benefits and Prospects

Village drug funds can be important and efrective insiruments
for financing and facilitating_PHC when they provide basic
pharmaceuticals at afforaabie prices, reduce abuse of pharmaceuticals,
serve a high proportion of households; and are eguitable,. in operations
while maintaining viability, profitabiiity, growth anu diversification.
By many of these measures, drug funds in Thaiiand are successiul. Some
funds are successful by-all of these measures; and highiy-successful
funds are found in all. regions--of the country.  ---

2.5.1 Drug Supply and Prices

Wnen drug funds can at a minimum maintaining capital and
inventory and restock without _interruptions.in-supply. they provide a
service potentially important for PHC, and umambiguously important for
the economic welfare of village households.
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Prices of pharmaceuticals are reduced not only because
the funds sell mainly generic preparations but because travel and
opportunity costs are reduced--sometimes dramatically so. Several
studies show that average.travel.costs.to. district and provincial
hospitals -- when these. are the alternate. sources in the absence of a
drug fund -- are higher than.the average cost .of the_pharmaceuticals.
purchased per visit or even per month per household.l/ The total cost
of pharmaceuticals in these. cases 1is. thus. effectively reduced by half or
more; for example, by two-thirds in the villages covered in the Khon Kaen
study.2/ The savings are highest for the more remote villages, and if
these villages are alsa. the poorest-and_least advantaged, the existense
of a minimally functioning drug fund is an 1mportant innovation in eaquity
terms if it does nothing more than reduce prices by this extent.

That this reduction might also have positive health
conseauen»e is clear.from.the fact _that.mere than.a.third of average
rural househoid expenditures for health are for pharmaceuticals.:

With & functioning drug fund, more money is available for consultations
__or other medical expenditures which are needed but which -- without the
fund -~ houscholds could not have . afforded or would.not.have made.: .-.: .

2.5.2 Abuse of Pharmaceuticals —

There is, of course, the possibility that a reduction in
prices will increase..abuse of pharmaceuticals by encouraging
over-consumption or unnecessary consumption by some households. Critics
of the drug funds worry about this possibility. Drugs sold in district
or provincial nospitals even if more expensive, are at least dispensed
with diagnosis and advice of qualified health professionals.

But high prices, coupled with availability of drugs from
rrivate seliers, may be equally or more condusive to abuse. Patients
reluctant to purchase a complete dosage of antibiotics may buy only a few
- pills, or if they buy the complete dosage may take only a few and save .
~the rest for another illness because the travel costs for a refill are so

high. Preparations obtained from private sellers may be worthless,
aangercus and indiscriminately mixed, and/or not taken in correct dosage.

1/ See, for example, NSO, Socio-economic Surveyi_]981-82.

2/ Kraisid and Yongyut, op. cit.
3/ Calculated from: NSO, op. cit.
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The drugs funds are stocked with an "essential drugs"
inventory. Dangerous and worthless drugs are excluded. Preparations
requiring diagnostic sophistication and careful monitoring are avaijlable
at next steps in the referral structure, at the sub-district health
centers and district and provincial hospitals.

In the end, much depends on the involvement, commitment,
training and competence of the VHVs. VHVs are members of the management
committee in more than 90 percent of the drug funds studied in the
national survey. In the most successful drug funds covered in the case
studies, the VHV's are de facto managers, devoting up to full time to
fund operations particulariy to the sale of drugs.

The study did not attempt to assess the guality of
advice, diagnoses, or referal decisions of VHVs, or measure decrease or
increase in abuse of pharmaceuticals resulting from drug fund
operations. But when the VHV is well trained, careful, and conscientious
the benefits from reduced prices and the "essential drugs" inventory
probably far outweigh the negatives. These are issues which need more
study and which raise, again, the gquestion of whether more training and
social preparation preceeding the establishment of drug funds are not
needed.

2.5.3 Households Served

Drug funds which stay viable and well stocked serve a
high proportion of village households. An average of more than 80
percent of households are served by the case study drug funds and most of
these funds sell to households in othker villages as well. The proportion
of households served varies directly with the age of the fund,
compensation of fund managers and widespread ownership of farm land and
inversely with village size and use of fund capital to make househnld
loans. Except for the funds making loans, the operations of drug funds
appear neutral on average in equity terms, that is, the households
purchasing shares and receiving profit distributions (if any) are
statistically indistinguishabie from households buying from the fund,
even though more households buy than own shares. Where the disparity is
large; for example, when 80 percent buy, but shares are owned by the most
wealthy 30 percent of households, the immediate consequences are not
necessarily inequitable since capital raised fro. tne wealthy lowers the
cost of essential gonds for all. In the longer run, however, high
profits and-limited share ownership will concentrate income and wealth.
This is undoubtedly one reascn why the MOPH offers an incentive for share
ownaership by 70 or 80 percent of households. And many durg funds have
reached or exceeded these levels.
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2.£.4 Diversification of Services

Drug funds are the most diversified of PHC funds in both
sources of income and services provided to households. Diversification
of income sources increases profits ancd fund capital. Increased profits
and capital, in turn, are associated with diversification of services and
with compensation of managers.

In the national .survey, drug funds with diversified-
services were most active in nutrition (e.g. 43.8 percent of drug funds
in the Northeast), second, in water and sanitation (e:.g. 31 percent-of -
drug funds in the Central region) and lastly in agriculture and other
community development (e.g. 12 percent in the Northeast -and 11 percent in
the Centra’ region). Drug funds in the Northeast are the most
" dgiversifiec in the services they provide; drug funds in the South the
least (See Table .5.1)..

In many cases, diversification of services is identical
with diversification of income sources. Drug funds selling weaning
fooas, seeds and fertilizer are providing services in nutrition and
agriculture and if prices and/or travel costs are thereby reduced and
~auality -is equal or better;: the benefits to households are real and .
significant.

In other cases, the diversification of services goes
beyond sale of other goods. For example, the Ban Nong Bua Lon Drug Fund
in Si Sa Ket province subsidies the sale of supplemental food to
households with malnurished children and makes loans to households for
sanitation improvements and other purposes. Subsidizing the sale of
supplemental foods clearly has positive distributional and eaquity
consequences. But as will be clear in the analysis of sanitation funds,
household loans tend to reduce the proportion of households receiving
services and favor the wealthier households. Still, with diversification
of both inccme sources and services, various ancd coiplex cross-subsidies
with equity consequences impossible to predict in a cross-sectoral
analysis undoubtedly occur.--At-a minimum, diversification indicates real
- community influence on fund operations, and fund managers—sensitive to
commun;ty interests—-and to opportinities for increasing fund profits and
capital.

2.6 Summary: Prospects and Probiems- - ---

Drug funds are. now established in 33 percent of villages in
Thailand and because many sell to households in other villages, effective
coverage extends to a portion of 50 to 60 percent of the rural population.
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Drug funds are the most successful of PHC funds by measures of
viaLility, profitability, capital appreciation, diversification of income
sources and services, and proportions of households contributing to and
benefiting from fund activities. Because the capital raised from local
sources usually exceeds the government contribution and because fund
management is contributed on a voluntary basis or is paid out of fund
operations a drug fund is a.cost effective innovation for delivery of
basic PHC commodities. Drug fund failures are relatively few.

Government resources are._at least.matched by.community resources in those
funds which just stay even and.are multiplied.many. folds in funds with
capital appreciation.---In either case no additional government capital ic
needed. The funds are self sustaining thereafter. There are incremental
recurrent costs to the GPO as tne drug fund spread. The study did not
attempt to measure or analyze these cousts. But it is probable that they
are lower than the costs of alternative government schemes for provision
uf basic pharmaceuticals to rural households. .

Funds which grow rapidly. are potentially the most cost-effective
and also serve as a mechanism for transfer of a portion of general
consumption and iavestment expenditures to the maintenance and support of
PHC services. (The transfer.-may, of course, go the other way -- an issue
which will be analyzed in.tne.second phase of .the .study.)...Rapid growth
of the case study drug funds is correiated with diversification of income
sources -- primarily the sale of consumers and producers goods -- with
payment of fund managers, and with the quality of fund management.

The case study instruments asked Tambon Health Officers, fund
managers, shareholders and clients to rank the success of the fund on a
four point scale. Interviewers ranked the fund on the same.scale.
Success 1is correlated with the same variables as_rapid growth and with
perceived need for a drug fund in the village and with villaje
characteristics such as small size, equitable land holding and relative
isolation.

Successful drug funds are nonetheless found in villages without
these characteristics and also in all-regions of the country. Demand for .
pharmaceuticals is consistent across regions as is the potential for the
substantial reduction of .opportunity.costs which-give the funds a market -
advantage condusive to success. - All of this, plus the demonstrated _
ability to diversify income:sources-and:services makes-the-drug funds the
better base than nutrition or sanitation funds for evolutionar-
development of multipurpose PHC funds.

Problems persist which merit government attention and
intervention and further study. These include problems of management,
training, social preparation, opportunity costs, and the possibility that
.vme drug funds may increase rather than reduce abuse of pharmaceuticals
and divert capital away from rather than in support of PHC activities.
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3. Nutrition Funds

Nutrition funds are the second most widespread of PHC funds,
accounting for 1,135 or 25 percent. of the 4,631 PHC funds covered in the
national survey. They are located primarily in the kortheast (45 percent
of the national -survey nutrition.funds) and in the North (39 percent).
Although there are regional variations, there are some common
characteristics and problems. Hutrition funds tend to be located in -
~smaller, poorer villages, except-in the Central-region.. Tne .funds are

established to finance PHC interventions -- inclucding nutrition- - -
surveillance, supplemental feeding ancd nutrition education -- which are
currently important, but which will diminishin importance with the
success of the funds and with econumic—and=social-development.. Tnus the
duration of their activities is variable and uncertain from village to
village -- particularly compared to drug funds or even sanitation funds
where need and demand are more consistent, predictable and Tong term.
This, together with the nature and structure-of-their activities, leaves.
the nutrition funds vulnerable -financially.. They have-littlie.financial
“basis for profitability or-capital appreciation.- As a result, the.most..
“successful nutrition- funds- by--PHC.-criteria.are. just holding their own,.
-are—heavily dependent--on--labor-contributions=-of.-women, and/or are slowly
decapitalizing. Conversely, the most profitable of nutrition funds are
often the least active in reducing malnutrition and the jeast successful
by other PHC criteria.

Yet the nutrition funds finance and provide important PHC services
with positive equity consequences. Mhen serious malnutrition exists,
nutrition interventions should not be constrained by lack of capital.
Sanitation improvements can wait and be rationed by interest rates-or-- -
waiting lists.- Nutrition intervemtions—should--not.- Thus-there is an
argument either fer continued subsidy of nutrition funds by the MOPH, or
~for incorporation of nutrition activities into multi-purpose tunds able

to generate and sustain high levels of.capital. and capital. growth from
multiple sources of income.

3.1 Ane and Crigin-of Nutrition Funds - .

Most nutrition funds have been in opcration for only & year or.
less. (See Table 5.3.) The olaest funds are in the Northeast and the
North. The median age of nutrition funds covered in the -naticnal survey
in the South is only 2 months-and--in- the -Central 5 months.._.For this
reason, statistical nalysis of the national survey data concentrated on
funds = 6 months in operation in the Northeast (n = 514) and korth
(n = 295). Tne case study nutrition funds (n = 29) have been in
operation for an average of 17-18 months with a range of 10 to 47
months. They are among the most successful of nutrition funds. Their
characteristics and problems-are:probably the best that can be expected
of the newer funds, as they are currently structured.
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Fost nutrition funds have been established at MOPH initiative.
The Ministry supplies initial capital in the form of food stuffs and food
processing equipment anc packaging equipment with an approximate value of
3,000 Baht. There is also social preparation and some training in
producticn and packaging of weaning mixes and other supplemental fecods.
Fund managers and tambon health officers interviewed in the case studies
cited MOPH initiative as the most important factor in establishment-of
the nutrition fund (in 85 percent of the cases), followed by perceived
need for nutrition activity in the village (37 to 40 percent),
familiarity with other successful funds (37 to 38 percent) and training
(27 to 26 percent).

Two of the case study nutrition funds were set up at local
initiative with help from the Tambon Health Officer. One in Ban Seou,
S1 Sa Ket province was establsihed because village perceived acute
problems of child malnutrition. The other, in Cha Choeng Sao province
was established more as an income gerierating scheme. The fund sells
supplemental food packets to the provincial health office and other
villages. The capital thus obtained is used to make sanitation loans.
Both funds show local initiative and control but quite different
perceptions of PHC priorities, and use of the same institu‘ional
mechanism and initial capital to quite different ends. This variation is
seen in nutrition funds set up at government initiative as well.

3.2 Nutrition Fund Manageme: .

Managers and management of the nutrition funds differ in
important ways fi~om drug and sanitatinn funds. Like the other PHC funds
management is by committee, and the must succecsrul funds are those with
h1gh1y dedicated and effect1vo managers.

3.2.1 Characteristics of Managers

The managers of the nutrition funds are somewhat less
prominent and less wealthy, younger, and more often women than the
managers of drug * mds. In the case study nutrition funds, the managers
are 58 percent male, with an average age of 37 and average household
- income of 40,000 Baht per year. The managers were elected in more.than
90 percent of the cases, the highest proportion-of all-PHC funds, and
they serve for unlimited terms with very little turnover. VHVs are on
the management committee of 78 to 82 percent of the nutrition funds
covered in the national survey except in the Centra] region where the
proportion is 55 percent. (See Table 5.3).
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3.2.2 Patterns of Manaaement

The various responsibilities are divided among nutrition
funas committee members in the same fashion as the drug fund committees.
However, in the successful nutrition funds, the key roles including
leadership, motivation, food processing, .packaging and sales are plaved
by women. Six of the most successful case study nutrition funds -- Ban
Seou, S1 Sa Ket; Klongnumsai, Prachinburi; Ban Kuteen, Songkhla; Ban Phu
Kao Thong, Narathiwat; Ban Or and Ban Erm, Lampang -- have management
committee consisting primarily of members of the village's housewives
group. Performance of funds with strong housewives group involvement is
uniformly good. Other case study nutrition funds are successful because,
although the management committees are still overwhelmingly male, the
housewives groups have effectively taken over the critical fund
operations, for example Kaolarn in Songkhla province. Two case study
nutrition funds with all male management committees and no housewives
group involvement have fajled.

Good management, of course, is more than gender. In
nutrition funds, it consists of motivating families with malnourished
chilaren to participate, to weigh their children and improve their
diets. Above all it means contributing labor to the fund and encouraging
others to ao so. lone of the managers of the case study nutrition funds
is full time and only 4 percent reported that their responsibilities
interfered with their regular occupations. VYet most contribute
significant labor, foregoing leisure to subsidize the fund. In other
cases, the mere time-consuming functions are taken over by women not on
the committee and the fund is subsidized by them. 1In all cases good
management is associated with large contributions of labor and raw
materials, but not necessarily with profit or capital accumulation. Good
record keeping and accounting is more likely in villages with other
successful funds -- good management by these measures is cumulative --
but the nutrition funas are not as sensitive to financial record keeping
as otner funds because they depend sO much on contributed iabor. They
are sensitive to the role played by the Tambon health officer. An active
health officer who supports nutrition surveillance ard other fund
activities can salvage a fund that.might otherwise have failed. For
example, a nutrition fund in Yan Sur, Satoon province -- in a Muslim
community with a management committee consisting entirely of men -- is
strongly supported by the Tambon health_officer who is.a .woman .and a
trained miawife. The fund is a success. When the health officer is
inactive, a fund is more 1ikely to fail.
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3.2.3 Compensation of Manaaers

Few nutrition funds compensate managers or others involved
in fund activities and most of the compensation that is provided in kind,
for example, free or subsidized food packets and soy milk. in the
national survey, 17 percent of funds in the Northeast reported
compensation, 16.5 percent _in-the  South and 5 percent in the North.
Central is the exception at 55 percent but the median age of the 94
nutrition funds analyzed. there .is only 5 months. It is doubtful that the
proportion of managers-compensated will remain that high. (See
“'Table 5.3.) Three of the case study nutrition funds provide in kind
compensation to committee members. Severn make monthly payments to
workers and others involved in fund activities of from 10-900 Baht but
much of this is purchase of ingredients . - rice, beans, fish, etc., for
preparation of food packets. Statistical analysis of the national survey
shows positive but weak associations between compensation of managers and
fund profits and the percentage of households served in the Central
Region and the South. No associations were found in the North and the
relationships were inverse in the Northeast.

3.3 hutrition Fund Capital

Tne median capital of the nutrition funas analyzed in the
national survey was 3,000 Baht in all regions except the Central where
the median was 3,500 Baht. (See Table 5.3.) The case study funds ranged
from capital of less than 100 Baht to 8,000 Baht with an average of 2,700
Baht. (These last numbers are “cash on hand" and do not include the
value of inventory and equipment.) The fact that the older cace stuay
Tunds do not on average show capital appreciation and may instead show
some decapitalization is fully consistent with their being successful
Tunds. Such is the characteristic of nutrition funds.

The initial capital from the MOPH, valued at 3,000 Baht, is
supplemented by share purchases -and other contributions from households.
Share prices are low, ranging in the case study nutrition funds from 10
to 5C Baht -- the median nationally is-close to 10 Baht. Shares were
purchased by an average of 6C percent of households in-the case study
villages, with an average of ‘100 shares 'sold,-or-1.4 shares per household
buying. The average capital raised from sale of shares in the case study
nutrition funds is 2,000 Baht. Share purchase reported by funds analyzed
in the national survey was lower and varied considerably by region (see
Table 5.3). There is much less variation, however, in the percentage of
households making some kind of contribution - purchasing shares, donating
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labor, materials or cash separate from share purchase. The aggregate for
the North and Northeast -- regions with the most and oldest nutrition
fungs -- averaged 46-50 percent. Households purchase shares not out of
an expectation of profit but rather out of social obligation,
particularly respect for the Tambon health officer when she or he is
active in monitoring and explaining problems of child malnutrition and in .
promoting the fund. It is not necessary tc own shares to get fund
services but contributions-of--1abor-and/or -raw materials-are usua]]y
required. :

3.4 Nutrition'Fund'Profits~and“Viabi1ity:

-Nutrition Tunds-have obvious: problems-of.viability,..of simply.
mainta1n1ng capital. Tney have-1imjited-opportunities for 1ncreas1ng it
which do not conflict or distract them from their basic mission. Very
few are n10h1y pror1tab]e and mzny that are, are no longer financing PHC
activities in nutrition. ~ In the national survey, prof1uab111ty rangod
from a high of 61% in the Central region to a low of 41% in the Northeast
"(see Table 5.3). However; -in- post interview pretests-it was clear that
"profitability" in this instance was unaerstood as not locsing money.
Further, the percentage .of .funds reported. profitaple goes down with
median age. Of the 29 case stndy nutrition funds, 6 are highly
profitable, 4 are rapidly. decapitalizing.or:have-failed and 16 are
holding their own or aecapitalizing slowly.

In the national survey, it is clear that nutrition funds depend
for their viability on household contributions -of labor, raw materials
and cash whether for share purchase or otherwise. - Disagareagated
contributions by regicns are shown in Table 5.3. Part1cu:ar1y impressive

are labor and raw material contributions in the Nortneast and the North.
lMost of thz labor is contributed by women. Most of the fooa stuffs
contributed are grown -- in large part — by women. - Share purchase and
money contributions are more important for a larger portion of funds in
the Central region and the South. Few of the nutrition funds analyzed in
the national survey report selling other goods (6% in the Northeast, 3%
elsewhere); and few report .sources._of_income .ather than sale _of food
- packets, snack foods, soy milk, etc.- (19 percent-in the Central, S in
the North and the Northeast -and-2%-in.-the South..)..:(See Table.5.3.)

Four case study nutrition funds make substantial profits selling
food packets. These funds are found in-villages with 1ittle or no
malnutrition, in other words, well-to-do viltages.~  The capital growth of
these nutrition funds is explained by the fact that these villages were
chosen or naturally emerged as-supplementary food suppliers to villages
without nutrition funds and to ‘MOPE~hzalth centers and hospitals. Three
examples are the nutrition funds at Baan Khao Laam, Thung Wang
sub-district, Muang district, Songkhla province; Baan Tha Lad Tai, Tha
Tharn sub-district, Phanom Sarakham district, Cha Choeng Sao province,
and at Baan Non Toan village, Tha Song Khon sub-district, Muang district,
Maha Sarakham province.
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One case study nutrition fund in Ban Sri Don Chai, Mae Hong Son
province had an annual profit of 131 percent and shows rapid capital
appreciation earned by finance, production and sale of garlic. Another
fund in kong Jan, Buriram province has a profit of 74 percent per year
earned by loaning its capital at an average iinterest rate of 60% per
vear. Finance of agricultural production and provision of rural credit
are “important activities. But they are not primary health care and their
health consequences are indirect and eventual at best. -

Tne remaining 19 case study nutrition funds stay even or are

decapitalizing slowly. They are unable to make enough by selling

- prepared Toods - -- even when--healthy adults develop.a_taste-for.:them and

buy them™=="to increase or maintain capital -- to cover the degree of
subsidy they provide in their pricing of fund packets for malnourished
children. Some have become inactive.or less active .than the prevalence
of malnutrition would require in order “to preserve-capital:- “In two
sub-districts in the North, Tambon health officers are simply holding the
capital, leaving tne funds inactive, because the Provincial Health
Officer has told them they will be held accountable for any
decapitalization.~ Funds which remain active_depend for -their survival on-
continuing household contributions, particularly the labor of:--women, and
occasional additional support.-.such .: food 'stuffs - from the MOPH.

- 3.5 Nutrition Fund Services, -Benefits-and -Prospects--- -

The nutrition funds finance <important PHC services under highly
constrained circumstances. They serve and subsidize services for the
poor without widely marketable products or other income-sources adequate
T0 support this activity. The funds that have solved the income problem
have by and large given up providing the services. The surprise is not
that the nutrition funds are in trouble. The surprise is that they we:x
and persist as well as they do.

3.5.1 Fund Services

Nutrition funds support weighing of children under 5 years -
of age ‘every three months.. They produce and subsidize supplemental food
packets for the malnourished. with beans-and-rice.{or.fish and rice in
parts of the Sputh) grown by the Agricultural Youth Group, or contributed
by participating households or purchased. Some funds also produce soy
bean milk for the malnourished and -for-sale to-vitlage day care centers
and schools. The need for these services- in 1981 was.evident in the-
prevalence of malnutrition among pre-school children.. .{See Table 5.4).
By 1584, the situation had improved, with particularly dramatic
reductions in the prevaience of third degree malnutrition. (See
Table 5.5). Some of the improvement in the North and Northeast is
undoubtedly due to the nutrition funds. But the fact that there was also
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improvement in the Centrel region and the South where nutrition funds are
new and not widespread, together with the fact that malnutrition is still
most prevalent in the northeast where the funds are oldest &nd most
numerous, indicates that.levels of social and economic development over
the three years have had an.impact .as.well._.This..illustrates the
uncertainty the nutrition funds face about how-long.their services will.
Many nave made plans to diversify into othe:r activities .as
tne need drops and some have-diversified already.- -- .

be needed.

Table 5.4
Nutrition Surveillance-of-Preschool—Chiidren._ -
larch 1981
‘ Nutrition Status (%)
: Preschool A First Degree |-Secona.Dearee | Third Dearee
kegion | Children Normal | Malnutrition | tMalnutrition | Malnutrition
Northeast | 434,060 | 188,160 | .7..170,442 65,635 0,€53
. % 43.35 36,26 o182 2.27
North 68,683 32,208 25,370 9, 361 1,754
% Ag . B9 36.93 13.63 2.55
South £5,575 25,142 21,826 7,380 1,227
% 53.59 35.28 11.25 1.87
Central 71,530 43,097 21,624 5,858 e50
% 60.25 30.23 g.19 1.33
East- 32,009 12,020 9,349 2,830 640
Central % 56.64 29.21 9.15 2.00
Total /1,897 | 317,69/ 248,011 9l,1¢€s 14,424
% 47,28 37.00 13.57 2.15
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Table 5.5
Nutrition Surveillance of Preschool children
January 1984

hutrition Status (%) -
Preschool First Degree | Second Degree | rthird Degree
Region Children Normal | Malnutrition | Malnutrition |Malnutrition
Northeast| 580,352 | 56.16 34.35 8.1 1.36
North 250,974 7C. 41 24.76 4.46. 0.38
South 151,064 £5.3¢8 27.7 6.37 0.52
Central 18¢,317 77.10 20.64 2.15 o.M
East- 98,686 | 76.39 20.25 3.07 0.29
Central
Te 2l 1,270,393 64.77 28.53 5.90 0.80
i

Source: Nutrition Division, Ministry of Public Health.

~The national survey confirms that there has aiready been

- some diversification of. nutrition -fund:services (see Table_5.3) but the .
evidence ‘rom the case studies is that the new activity has replaced the
nutrition activity before the need for it has ended. Nutrition activity
has ceen replaced-by--finance—of-agricultural procuction, loans for ._.
irrigation improvements;—sale of drugs;—or-sanitation-toans. -
Diversification-after-nutrition. problems-have.been _reduced-is desirable.
Befcrehand it is not.

3.5.2 Households Served.

Nutrition funds -- for all their problems -- serve a
high rroportion of village households. This is iargely because mothers
with malnourished children are willing and able to contribute labor or
raw materials to the fund anc thereby receive fund services, particularly
subsidized supplemental food packets, free to third degree malnourished
children and below cost for second and sometimes 7Tirs™ degree children.
Wnether the opportunity cost of the labor contributed is less or more
than the value of the supplements obtained cannot be determined.
tconomies of scale and MOPH subsidies probably may make fund “prices"
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more attractive; and more households contribute than benefit thereby
enabling the funds to reduce "prices" -- in labor time and/or Baht --
still further. The percentage of households benefiting from the
nutrition funds analyzed in the national survey ranged from 43 percent in
the Northeast to 31 percent in the Central region. Households
contributing ranged from-50=percent-in-the-lortheast-to-34 -percent in
Central regicn (see-Table+573):=.The -percentace-of—households benefiting

—from case-study nutrition-fund-services—averages-48-percent- the -
percentagce contributing.60 percent. .

3.6 Summary:. . Problems and Prospects

w=wean . The nutrition funds-are-established-to-provide. critical-RHC...
services for which there-is—evident-neec—and high-demana-(-implicit in the
labor contributions made). . Most _of the rutrition funds_are new.
“Conclusions must therefore be tentativer~ Nonetheless, a—Tfew points seem
clear. Tns nutrition funds have been effective in mobilizing community
resources -- mainly labor -- for PHC activities in nutrition. This is
because they offer recuced-prices;—and perhaps because they offer
opportunities-for—socialtzing—and—interesting-demonstrations. More
-households_contribute_than_benefit so there may be some positive equity
‘conseauences in-nutrition—fund—operations——3iess because of the way the
funds-—-are-structured..than because..of .the sirength of social-obligation
and social contract in Thai culture and villages. But without products
or services to sell to higner income femilies and without prospects of
profits to.attract share purchases by these families, the nutrition funds
serve mainly 'to mubilize the needy to help themselves. For these -
reasons, it is recommended—that-the nutrition funds experiment with
products or services which would put them on a firmer financial footing
-~ for example, drugs -- or that nutrition activities be included in
multi-purpose funds with incentives to insure that the activities --
-whach-will never be money makers in- themselves -- be retained untii the
need for them gradually_disappears

4. Sanitation Funds

——5anitation funds -are the least numerops=ef=PHC—funds—fexcept-for
-heaTth card tunds), accounting for 12 percent— e 38 nf—the—4,631 funds..
covered in the national survey -- half locatedin.the-Northeast. There
are regional variations in working capital,_profitabiiiry,_interest
rates, share purchase;-and servicesjy-but- thessamitation ~furas have=some -~
common characteristics. They tend to be locaime—=+r-ldrgér—and more
prosperous -villages than other PHC funds. The-mos*—successful funds
charge interest rates close to market rates and concentrate loan on the
construction of water-sealed privies.~ "Many of the funds are
undercapitalized relative to household demand for loans and relative tc
the cost of some of the water and sanitation improvements the funds are
established to finance. Many charge no interest on loans, or rates way
below market, and as a result have little profit or capital growth.
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4.1 Age and Origin of Sanitation Funds

Because of hiah capital requirements and need fer specialized
training, almost al) sanitation funds have been established by the MOPH
or other outside agencies such as the Fopulation and Communi ty
Development Association and the Accelerated Rural Development Prcjec;.
Most have been in operation less than one year. (See Table 5.6.) The
Case study sanitation funds have been in operation for an average of 18
months, long enouch for the Characteristics of success and failure -- to
become clear.

Sanitation funds are established with initiaj capital --
including construction molds, materials and, sometimes, cash -- from the
MOPH or other sources. Training in construction of privies, well heads,
water jars and rain-water cisterns is given to village craftsmen --
called "village sanitation craf.smen (VSCs)". Sample units are
constructed as part of the training and as a way of generating household
interest in the improvements. Some management training mayv be provided .
as well. Fund managers and Tambor healtii officers interviewed in the
case studies cited MOPH initiative as most important factor in
establishment of ths fund (in 90 percent of the cases), followed by
training (63 percent), perceived need for a sanitation fund in the
village (42 percent) and familiarity with other successful funds
(32 percent). ’

4.2 Sanitation Fund lanagement

Sanitation fund management is by committee, requires special
skills, involves quite complex record keeping and more often interferes
with manager's, principal occupations than is the case of managers of
otnher PHC fungs. Sanitation funds have, sc far, also had fewer
management problems than the other funds.

Sanitation fund committees consist mainly of older men of modest
income, semi-retired from their principal occupations. In the case study
sanitetion funds. committee members are more than 85 percent male, with
an average age of 44 and an average household income of 30,000 Baht. At
least one village sanitation Craftsman is a member of the committee but

LS

--inclusion of VHV's s limited == -ranging from .36 percent of sanitation

Table 5.6). Fund managers were elected in 75 percent of the case study
sanitation funds; the remainder were appointed by District or Tambon
health officers. Al] managers are shareholders anc serve for unlimited

terms with almost no turnover.
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Characteristics of Sanitatinn Funds
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4.2.1 Patterns of Management

Sanitation fund committees are responsible for four
functions: construction supervision, accounting and record keeping,
inventory control (including the construction molds, cement, sand and
bamboo) and loan collection. The committee also sets interest rates and
share prices and decides how to allocate loans if there is excess
demana. Sometimes a lottery is held and sometimes the committee itself
selects the recipients. The committee is often assiszed and supported in
all of this work by the Tambon health officer, when the officer is a
man. The relationship is generally less close when th2 health officer is
a woman, perhaps because this kind of construction is seen as "men's
work" in some of the villages. There are exceptions: at Ban Seou, Si Sa
Ket, for example, a female health officer helps maintain the accounts and
records of the sanitation fund.

For most committee members, these responsibilities are not
heavy and do not interfere with their other activities. But 18 percent
of case study committee members did report some interference -- highest
of all PHC funds. And, as in the case of drug funds, a heavy load often
talls on cne member of the committee -- on the village headman in Ban Tha
Song Khon, Maha Sarakham province, on VSCs in Ban Tha Hrd Tai, Maha
Sarakham province and Ban Seou, Si Sa Ket province. These individuals
agevote Full time to the fund often taking responsibility for all
management functions. Funds with this level of management commitment are
most successtul, and benefit from a subsidy since few of these managers
receive compensation equal to their opportunity costs. C(ther funds
receive uncompensated help from monks, other development volunteers and
other government officials.

These are public heaith and other opportunity costs {es in
the case of drug funds) when the Tambon health officer and other
government officials devote time to sanitation fund management. Other
health activities anc other households not invelved in the sanitation
fund get less attention; leisure *ime -- time with spouse and children --
is foregone.

£.2.2 Compensation of Managers

Few sanitation funds compensate managers in cash or in
kind, for example free or subsidized construction materials. The
national survey showed none providing compensation in the South and the
North, € percent in the Central region and 23 percent in the Northeast
(see Table 5.6). Case study estimates ranged from 6 to 13 percent. In
only one case is the level of compensation high. At Ban Ta Loh Bukeh,
karathiwat province, a VSC on the cormittee manages the fund and the
fund's construction as part of a larger construction business which he
owns. The funds, activities reportedly contribute significantly to his
profits.
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Tnere is another form of "compensation” which managers may
receive, at least in the first year or so of the fund's operation. Only
shareholaars can borrow from the fund. Managers are shareholders anc may
nave first call on fund capital for themselves, ramily or frienas. Most
funds ao not charge interest.  Tnose that do have mocal retes of & to 18
percent per vear compared to prevailing rural money-lenaer rates from 36
percent per vear (& loan to & shopkeeper secured by inventory) te 6C

percent per year {(an unsecured personal loan). Thus & sanitation fund

borrower -- of 2,000 Baht for a rain water cistern -- 0ets an interest
wincfall of up to 1,800 Baht if the repayment period is one year. If the
loan is in cash -- rather than for & constructed imprevement and at least

" @ third of thz case stuay sanitation funds loan in this fashion -- then
compensation opportunities via arbitrage are also present. This may
explein why mos* funds -- parcicularly the newer ones -- ao not charege
interest. Tne managerial job is aemanding. £ jow or no interest loan
for family or frienas is at least partial compensation.

4.2.3 Managerial Problems

So far, the sanitation funds appear to have few management
probiems apart from dealing with excess aemand for loans and
unaercapitalization. In the case studies, the financial recoras of the
sanitation funes were better than those of aruc and nutrition funds,
confirming the cumulative effect of experience with other funes. £
sanitation fund is usually the third PHC fund in a viliage. In the
national survey, no loans were reported in aefault in tne hkorirn, South
and Central recion; anc only 4 percent of funds reportec aetvaults in the
Northeast. (Overall, sanitation fund failures seem more traceabie 1o
village poverty and resulting in inability to purchase shares or borrow
from the fund than to managerial problems.

4.3 Sanitation Func.Capital. .

The capital of the 232 sanitztion funds analyzed in the national
survey -- those longer than or eaual-to.12.months in operation in the
North, Northeast and central region-and longer than or equal to 3 months
in the South -- ranged from 3,00C Baht in_the Northeast to 2C.000 Baht in
-the South. (There is probably a downwara bias in these averages since
some responaents may nct have included equipment or loan portfolics.)

Tne case-study sanitation funds for whith-good recores—are available --
12 out of 18 -- have average capital of 18,000 Baht. Tne largest one has
capital of 41,000 Baht.

Sanitation funds receive initial capital from the MOPH and other
sources, including construction molds and building materials, valued at
3,000 to £,00C Baht. Some of the case study funas also receivec cash
ranging from 5,000 to 10,000 Baht.



4.3.1 Sale of Shares

The initial capital is supplemented by sale of shares.
Share prices of sanitation funds are much higher than the share prices of
nutrition and drug funds and the proportion of households purchasing them
much lower. The average share price of the case study sanitation funds
is 80 Baht and the proportion of households buying them ranges from 2 to
40 percent. In the national survey, the proportion of households
purchasing sanitation fund shares ranged from 8.3 percent in the South to
30 percent in the Northeast. There are a number of reasons why sales of
sanitation fund shares are low. The sanitation fund may be the third PHC
fund in the viliage; many households may already have purchased shares in
drug, nutrition and other funds reducing both the social oblication and
the resources to purchase the (quite expensive) shares of the sanitation
fund. For some households, social obligation is instead discharged by
labor contributions. Poor households unable tc borrow from the fund have
little incentive to purchase a share giving them the right to borrow; and
households not ready to borrow may postpone their share purchase until
they are. If nouseholds perceive or anticipate favoritism ir the
allocation of loans, then the “right to borrow" value of the share is
reauced. And the fact that most funds charge low or no interest reduces
the chance of a household's receiving any return on share ownership other
than the right to borrow.

4.2.2 Labor Contributions

Labor contributions are an important aspect of
sanitation fund operations. In many of the case study villaages,
housenolds contribute labor to help in the construction of sanitation
improvements. The labor is contributed in the traditional pattern of
“Long Khaec" in which the households contributing receive only meals
during the construction and the household benefiting is obliged to
contribute labor in a like amount in the future. Thus the contributed
labor accrues as increments to household capital (fixed improvements) on
the part of the recipients and as obligations to contribute labor to tne
donors in the future. The fund is a mechanism for capital formation via
labor contributions but the labor contributions do not increase fund
capital.

4.3.3 Adeauacy of Fund Capital

In absolute amounts, sanitation funds start with more
capital than average drug or nutrition funds; but -- given their limited
equipment and the cost of the PHC innovations they are to finance --
there is evidence of undercapitalization. First, most funds are supplied
with only two sets of molds and no vehicle for transporting them from
place to place. If need and demand are high, the fact that the fund can
only construct sanitation improvements two at a time is clearly a
significant constraint. In some villages, transporiation delays add to
the problem.
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Secona, the sanitation improvements are expensive and
repayment periods fairly long. In the case studies, average costs and
repayment periods are as follows:

Averaae Cost o Repavment Perioas
Privy 500 Baht 6-1C months
Well head 1,000 Baht -~ 16-12 months
Water jar 1,5C0 Baht 1G-15 months
Cistern 2-3,000 Baht =~ - 12-2& months

With capitel, in money, of 20,000 Baht, a sanitation
Tund joaning money couid thus make an average of 5C privv loans, or 20
well nead loans, or 12 water jar loans or 5 rain water cistern loans per
vear (1 not constrained by the numper .of moias). . If aemand is high and
Tor tne higher priced improvements, then even 20,000 Baht in cash --
wnich few funas have -- wouid be inaaeauate anc loans would have to be
rationed.

Finally, there is evidence from the case studgies of
excess aemand for loans. For funds loanirg cash at zero or low interest
this is hardly surprising. But excess demand is also found when the - -
"loan" takes the form of a constructed privy, water jar, or cistern. In
some cases there are complaints of favoritism in allocation of loans. In
otners -- wnere @ lottery is used -- there is an incentive for eager and
wealthy potential borrowers to, in effect, bid up the price of the
"ticket"; that is, to set the share price high, and thereby limit the
numper of borrowers competing for loans. This may explain why sanitation
Tund share prices are high, and why capital raised from local sources anc
the number of householas served are low.

4.4 Sanitation Fund Profits

Not surprisingly, many sanitation funds' profits are low or
non-existent. Only those which charge interest close to the market rates
and/or those able to use the molds, construction materials and skill
training to supplement their income are highly profitabie and. show
capital appreciation which, in turn, enables them to make more loans and
serve a gdreater proportion of households. Forty percent of sanitation
funds analyzed in the national survey reported making-profits. The ranae
was trom 14 percent of funds in the Central region to 63.5 percent in the
North. (See Table 5.6.) Half of the case study sanitation funds charge
no interest, have no profits (except when involved in other activity) and
bay no cividends to shareholders. -Most sanitation funds do, however,
seem so tar to hold their own. There are few cases of decapitalization,
getault, dishonesty or failure.
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In the national survey in all regions, the percentage of funas
profitable is almost identical to the sum of the percentage charging
interest on loans and the percentage with other sources of income (see
7able 5.6). Statistically, the percentage profitable in the Northeast is
explained by interest rates, compensation of managers, working capital,
share purchase and the age of the fund (R = .52863); and in the North,
by interest rates, share purchase, working capital, the percentage of
househoids contributing to the fund, and diversification into
agricultural uctivity (R = .45450.)

In the case studies, the most profitable funds are these which
manuvacture sanitation components and other building materials -- such as

cement blocks -- for sale at a profit. Two funds, one in Cha Choeng Sao
provinCe and one in Roi-Et are doing this jin addition to loans for
construction of sanitation improvements to village households. The

extra income supports and expands the activity they were set up to
finance. In a third village, a poor one in Si Sa Ket province,
manufacture and sale of cement blocks for profit is the only activity of
the sanitation fund. Because of poverty and the inability of households
to borrow and repay loans, there is here an inverse correlation between
profitability and PHC services to households. In the long run PHC and
the village households may be served. For the time being, shareholders
and workers employed by the fund are the main beneficiaries.

4.5 Sanitation Fund Services

The most frequent activity of sanitation funds is loans for
construction of water-sealed privies. There are the least expensive of
the improvements the sanitation funds finance. More households can
afford the Joans, and the pay back period is short so more households can
be served. In a few cases of highly profitable funds, construction of
privies nas spread throughout the viliage -- for example, at Ban Kuteen,
Songkhla and Ban Seou, Si Sa Ket. Indeed at Ban Seou the fund is iow
supporting construction of privies in other villages as well. There has
been less finance of the more expensive improvements and thus iess
potential impact from them on welfare and public health outcomes than is
ungoubtedly the case with privies. There has been some diversification
of sanitation fund services, most notably in the North where activity in
nutrition, agriculture and other community development is supported.

Tris aiversification correlates with working capital, profitability, with
the percentage of funds charging interest on loans and the percentage of
nouseholas owning shares. The case study sanitation funds are iess
diversified in the services they provide. And, overall, the sanitation
funds are less diversified than drug or nutrition funds.
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Sanitation funds are new. Some are unagercapitalized and charge
no or low interest. And all are set up to finance high cost
improvements. Ffor these reasons, the funds currently serve a small
proportion of village households. Tne range in the national survey is
from 21 percent in the Northeast to £.5 percent in tne South (see
iabie £.0). The average in the case studies is 20 percent. Statistical
analysis of the national survey agata jndicates tnat variations in the
percentage of nousehoid servec in tne Norineast are explained by tne

‘percentage of housenolas contributing to tne “func,tne aye of.the fund
anc tne interest rate (R< = ,43254); and in the Central-region by the
“percentage of households contributing to the fund, diversification.into.
‘ag;icu]ture and nuirition activities, working capizal. and. profitability
(k€ = [29637).

- - Given tne small proportion of housenholas served and the nature

o7 sanitation fund operations, there are significant issues.and questions : -

of equivy. kWealthy households can afford tne shares, and get loans which
bear no or Jow intersst.. Some_of the improvements require expensive
homes to begin with, for example, a cistern will not work except with a
tile, metal or other permanent roof. The funes are iocatea and seem to
work—best—in—larger-wealthier-vitiages——fin—very wealthy villages there -
is—1ittle necc for or-interest in sanitation funds, househoids purchase
improvements Cdirectly.) Poor nousenclds cannot afford even the least
expensive improvement-—-- & privy. And some poor villages cannot sustiain
& sanitatior Tunc -- tne few failures coverec ir tne case studies
occurred in coor villages.

&.6 Summarv: Probiems ana Prospects

Senitation funas finance PHC innovations for which there is
eviaent nee¢ and sirong demand. The funcs_are s:iill new, most less than
¢ year olc. Conclusions-arawn and recommencetions maage at this point
must, therefore, be tentative. For example, TTisTC be expected that
initial Joans will oo to wealthier households because a new func must be
risk - avoiaent until its capital appreciates and it can tolerate the
areater risks of aslay or aetfault. Still there are -a few clear, if
tentative, findings and recommendations.

Zero or Jow interest on sanitation loans is inconsistent with
rural credit markets, with fund viability and grcwth and with equity
objectives. Rationing of Joans by favoritism, lotteries or queues is not
conausive to share purchase, capital appreciation or equity. Market
interest rates or near-market interest rates would be a better choice for
&1l these reasons. Another option would be to wciion loans in the
tashion of tne traditional "wong Snare". Tnis woulc¢ be highly ronclusive
To share purchase, capital arowth anc to a lesser extent -- equity. Even
with all tne changes, tne capital neeas of the sanitation funds will
remain high; only very siow construction of the more expensive
improvements may be pessible. f so, incorporation of the sanitation
loan function into multi-purpese funas able to generate and maintain hign
levels of capital growth may be the preferable &lternative.
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CHAPTER 6
HEALTH CARD FUNDS

1. Introduction

Health card funas constitute a major new initiative by the MOPH to
influence and structure private rural demand for health services. The
idea behind the funds is simple and inventive.

Health cards are sold at & modest price, affordable by most
households. The card entitles households to treatment of 8 illness
episodes a year and to MCH anc immunization services. Points of first
contact for treatment of jllness aré the VHV and the drug fund or the
Tambon health center. Referral to a district or provincial hospital
requires a letter or slip from providers at the lower level except in an
emergency. With the slip, the card-hoider is entitled to quick attention
via a “green channel” or "express way" in the hospitals honoring the
card. The money collected from sale of the cerds is used to make loans
to carc-holders and, at the end of the year, to reimourse service
providers. T T

In principles~health card funds will:
*  encourage the use of preventive services

* increase the use of Tambon health centers, now often
by-passed by rural families in favor of district or
provincial hospitals

*  reduce congestion and waiting time for those referred to
hospitals

* raise capital--and by loan: increase it further--to
finance health services.

This chapter analyzes health card funds. The focus is on the
experience to date, the affordability of the card, the incentives the
funds create, and the implications for cost and cost recovery.

2. Experience to Date

The first health card funds were started at the end of 1983 in 18
villages in 7 provinces in the Central region, the North, the
Northeast and the South. If the MOPH's goal for 1984 has been met,
there are now health card funds in at least one Tambon in every
province. Tne goal for 1985 is to have health card funds in at least
one Tambon in every district.
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There has been nc MCPH evaluation of these funas as vet but seven
were analized by the NESDE study of community finance of primary
health care in April and May of 1984, The study interviewed Tambon
health officers, fund managers on the health card fund committee
(HCFCZ) 1including VHVs and village heaamen,.and.z sample of
card-holders. The study found importiant variations in prices,
coverage anc benefits among the funds but uniform enthusiasm for the,
funds amony most carc-hoiaers. -

Table 6.1 shows variations among four health card funds, one in
each region. These funds are reprsentative of the variations found
by the NESDB and also reportec_by MOPH.staff. and.others wno-nave. made
site visits to healtn cara fundcs.

There are variations in the price of the card, tne coverage it
provides and the numbzr of people eligible to use it. In the
Ratchaburi and Roi-et examples, a 200 Baht card limitec to four
specified Tamily members--usually husband ana wife and two
children--is reauired-for -treztment- of the & ilines episoges. A 100
Bant card covers only MCE and immunizations. In the Sonakhla '
example, & 100 Baht card covers everyone in the housenold for the
total of & illness episodes. Only if the wife is preanant is the
cost 200 Baht. Not surprisingiy, many of the-carcd holders
interviewed in Songkhla volunteerecd the prediction that the card
would save them a lot of money.

There are also large variations in ceilings or limitations on
coverage. The fund in Sonckhla imposes none except the referral
slip. The fund in Roi-et excludes certain diseases from coverage.
The fund in Lumpoon imposes Daht ceilings on hospital coverage. A
tund in Tambon huay Sai, Mae Rim Cistrict, Chianc hMai, imposes a
ceiling of 2,000 Baht of patient chargesDper-nousehoid per vear.

Such differences create different incentives for households, and will
affect costs ana cost reimbursement of proviasrs.
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Health Card Funds:

Table 6.1

variations in Price, Coverage, Benefits, and

Use of Capital

Fund

haracterintic

Frice of the card
and Ellgibility

Coverage

Requilcaments,
Limitatfeone, and
Celllngs

Other
Benef{its

Use of Capital

Tambon Numkao,
Jana piatrict,
Songkhla
Frovince,
South

=200 M1 households
“in which vife ig
pregnant

~100 [+ all other
househonlds

Tambon Neang Fhe,
Thothazam District,
Ratchaburi Frovinca
Central

- 200 Fr A4 epeclfied
family membera

- 100 H:
children

mother and

all immunizations

Litel])

fren trentment of g
{11ness eplsnden/yr.

free phnarmaceutienlyg
for hospital patients

~ referral slip needad

to use card at dls-
trict and provincial
hospitalz

eligible for loana
unused card renewvable
for ona more ﬁear

10% discount at vil-
lage drug fund

"green channal®™ at
district and provin-

{in the first year)

50y for loans,
(managerc to receive
3V of the protfits or
loans )

50% to reimburse
snarvice providers

same as abovae

nen and immuniza-
tions only

70% of household must
purchase card
households with morn
than 4 members need
to buy n second 200 g
carrl to be covered

referral slip needed

clal hospitals

same as above, except

unused card s
able 2 timen

renew-

incentive paymrnt for
non-uss of the card
t

40% for community
davelopment and loans
35y for relmbursement
of health center and
hospitals

10% for reimbursement
of individual pro -
v.ders

15% for management off

Rai-et Frovince,
Hortheasnt

~ Same as above

the fund

Snme as above

Samn as nbove except:
Card dons nnt cnver
treatment of dlabetes,
heart dlseace, VD, or
alcolhiolism

sama as abova

gsame as above

Tambon Hatrang,
Farsang Dlsetrice,
Lumpoon Frovince,
Horth

[

which wife 1ig preqg-
nant and 1 or more
children ara undey §
= 100 F+ nll other
houseliolds

200 Hjyhouseholds in .

MCH

all immunizations
free treatment of @
{11negs epirodes and
free pharmaceuticals
in hospitals sulject
to cellings

referral slip req'q
card holder pays out-
patient hospltal
charges In excess of
50 B per vieit

card holder pays in-
patlent hospital
charges in excess of
300_B per stay

eligible for loans
10%v digcnunt at
village druq fuad
"green channal” at
district and provin-
clal horpltals

40% for loans

60% for reilmbuyrse-
ment of providers

Sourcen:

Songkhla, Poi-at,
Ratchaburl froms

and Lompoon from HESLB stad
Terrence P. Tiffany and Harhtr Tima

of community Einancing af priracy he
¢ "Fleld Trip leport--Primar

alth corey
y linalth Care Financing,

" USAID Bangkok, Sep.1994,

- 60T
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There is significant variation in how the funas treat unused cards.
Unusec caras may be renewed once in Songkhle, twice in Roi-et and
Fatchaburi, and not at &1l in Lumpoon. As & result, the Lumpoon example
is & full “"poolec risk" fund, the others are not. This too, creates
aifferent 1ncentives and affects -costs and cost- reimbursement.

Finally, there is some variation in use of capital. MOPH guidelines
suggest that in the first vear & fund set aside 40 percent for loans-or
other community activity to increase.func capital, and 60 percent for
provider reimbursement and fund-management. The proportions are to be Z(
percent anc 8C percent in the. second year and 1C percent and 90 percent
-in the Tnird. However, given that most funds do not reimburse providars
until tne end of tne year, & fund coulid Toan most-or all of its capital
or short term in the interim. The HCFC has the discration to set Toan
terms anc alter ailocations among providers in.consultation with them.
Tne HIFC will doubtless face contending pressures and objectives--for
Toans on tne parit of carc-nolcers and reimbursement on tne part of
proviaers; Tor meéintenance of func capital anc maintenance of the good
will anc cooperation of ncspitals.” These pressures aie not felt in the
Tirst year. Tne first reimpursement has not occurrec¢ ana all or most of
the capital is available for Joarn. Most managers and cara-hoiders
interviewed by the NISDE were enthusiastic .about .the funas.. ..

Some problems, however, were reported and these are worth reviewing
for the insiagnt they provice on how the funds might be improved. Some
managers complained tnat carc-nolders were still bypassing Tambon health
centers by opteining referral slips from drug funds and VHVs. New health
card funes are to De organizec at the Tambon level rather than the
village Tevel and will pe managed by a Tambon HCFC. Centering referral
slips at the nealth center would eliminate the abuses but mignt increase
travel costs and might unauly recuce the roles which VHYs and drug funas
piay in primary curative care.. The trade-offs neecd to be.analyzed.

Some carc-noiders were worried about how an "iliness episode" was to
be detinec, whet constituted “an emergency” if the VHV or the Tambon
health Officer was unavailabie to authorize a referral siip, and what
woulc happer if they had to be transferred tc-& hospital not in the
plan. Ciear aefinitions and procedures are needed. Other card-holders
complainec that tners were too many referral steps anc¢ high travel cests
to get to tnem. The price of the card might neea to be adjusted for
travel costs for the referral system to work. This, too, needs to be
analyzed.
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Still other card-holders complained of having to keep track of yet
another I.D. number, and of the fact that some hospital staff were not
yetl familiar with the card and the "green channel" provisions. These are
predictable start-up probiems and should not persist, in the near term at
least, as the funds and the cards become more familiar. And none of the
probiems reported dampened the enthusiasm of most card-holders for the
benefits the card will provide or the loans available from the fund.

The evidence from experience to date, then, is that the funds are a
popular innovation in health care finance with notable and significant
variations in price, coverage and benefits, and with some early problems
that point the way to needed or possible improvements. The remaining
sections of the chapter look in more detajl at afforaability, incentives
anc viability, costs and cost recovery.

3. Affordability

This section analyzes the affordability of health cards. The focus
s on the 200 Baht card and on two gquestions: is the card affordable by
rural households at different income levels and in different regions, and
would higher priced cards be affordable now or in the future?

Affordability can be assessed first of all from the experience of
health card funds already established for which sales records are
available. The proportion of village or Tambon households purchasing
caras from health card tunds in 5 Tambons in 5 provinces is as
follows:}/

Tombon Numkao, Songkhla 100%
Tambon Tubkarang, Petchaburi 05%
Tambon Nong Pho, Ratchaburi 90%
Tambon Tubkarang; Petchaburi 88%
Tambon Huay Sai, Chiang Mai 62%
Tambor Mae Raeng, Lumpoon 55%

Clearly, the card is affordabTe by households in these Tambons in the
Central region and the South. None of the villagers interviewed by the
NZSDE stuay in these regions or in the Nertheast reported any problems
with the price of the card. The fund in Songkhla charces only 100 Baht
for the 8 illness card except when the wife is pregnant. It is little
wonder that all households there have purchased cards.

1/ Source: Case study data form; NESDB, study of community finance of
primary health care, 1985, Data for Tambon Nong Pho, Ratchaburi,
from Tiffany and Tima, op. cit.



- 112 -

Tne 'proportion purchasing cards in the twe Tambons in the North is
lower but the problem tnere isn't price. In Tambon Mae Raeng, Lumpoon
province the & jllness carc costs 100 Baht except when the wife is
pregnant anc the household has cnilaren unaer 5. Villagers interviewed
in tne NESDE study reported thet the cards were easily afforaable but
jess attractive because of the ceilinags which the fund imposes on
oui-patient anc ir-patient coverage in hospitals, anc because the card is
not valic at the McCormick nospital, & Seventh Day Adventist nospital in
Chianamaji which they prefer to the MOPKE hospitals. The fund in Tambon
huay Sai, Cniang Mai Province, charages 200 Baht for the card covering
eignt il1iness episoces and has & much higher ceiling on hespital
coverage. Villagers reported no problems with tne price or the ceiling,
but soms prefer tc use the hclormick Hospital rather than purchase the
carc.

The eviaence from these early funds, tnen, is that the card is
purchasec by moest rural nousenolds, but that sales are sensitive to
iimitations on coverage anc to competition from private sector providers.

Afforaability can also be inferred from the householc surveys. At
the national level, the NSC survey founc average monthly health
expenditures by villace househoids in 1981-82 of:

Drucs purchased in arug Stores: 3¢ Baht/mo.
Medical care: 63 Baht/mo.
Total health expenditures 8% Baht/mo.

Wnen annualized and correctec to 1583 Baht, these numbers yield
estimates of national average health expenditures by village households
of:

Drugs purchased in arug stores: 450 Baht/yr.
liedizal care: 788 Baht/yr.
Total health expenditures: 1,238 Baht/yr.

The estimates suggest that in 1987-82, the average village household
was already spending nearly 4 times the cost of a 1985 health card on
medical care and more than 6 times its cost on health services as a
whole. For the average rural household in 1985, the 200 Baht card is
clearly afforaable.
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That this is also true for an average rural householc in each region

is shown in Table 6.2.

Estimated annual expenditures for an average

rural nhousenold in the Central region are higher than the national
averages for rural households, and the estimates for the Northeast only
slightly below. (Inaeed, both sets of estimates are higher than the
averages for households headed by "general workers" in Bangkok).l/ in
all regions in 1981-82, estimated average rural expenditures for medical
care were 3 to 4 times the cost of the 1985 health card and total health

expenditures 5 to 8 times the cost of the carc.

Estimated Average Annual Health Expenditures:
Rural Households, 1981-14982 (1983 Baht)

Table 6.2

Healtn cxpenditures

Region Drugs Purchased Medical Total Health

in Drugstores Care Expendi tures
North 406 772 1,178
Central 608 1,135 1,743
South 476 674 1,150
Northeast 480 786 1,266

Note: (falculated from NSO, Socio-Economic Survey, 1981-82.

1/ The comparable estimates for these Bangkok households are drugs 524

Baht, medical care 719 Baht, total 1,243 Baht.

NS0, Socio-economic Survey, 1981-82.

Calculated from:



Anotner approach tc analyzing the affordability of the carc is to
jook &t what nouseholas are willing and able to pay when a family member
is i11. Tne carc covers eight illness episodes in a year. The Community
householc Survey in 1981 asked each household what they spent in the past
month if the wite or nusband was i11. Forty-two percent of rural
nouseholas reported iliness ana purchased services curing that month.
Jable f.3 shows that averace monthly expenditures rangea from 252 Baht 1in
the kortheast to 566 Baht in the South--in all regions more than the cest
of the caré anc in all regions except the Northeast more than 2 1/2 times
the cost of the card. Montnly expenditure for care at MOPH and other
covernment facilities exceeded the cost of the card in the South;
expenditures for care at private facilities exceeded the cost of the card
in all recions except tne Nortneast. Total h?altn expenditures as
percentages of monthly housenoid income were:l/

nNorth 10.6%
Central 12.€%
South 22.5%
Northeast 24 .0%

These are high proportions notwithstanding the fact that health
expenditures for children during the mcnth were not recorded. The
numbers suocest that some housenolds may have had to borrow money, sell
iand or other assets or otherwise jeopardize the future financial status
of the housenoid to pay for medical care.

The svidence is strong, then, that the health card is easily
afforcable for the average rural household in each region and that
average medical care expenditures in one month four years ago exceeded
tne annual cost of the card wnen the wife or husband was ill.

But is the card affordable by households at or below the poverty
line? The Free Medical Service Prgject--the "free card" program--set
this 1ine at an income of less than 2,000 Baht per month for a married
couple in 1976. Corrected to 1581 Baht, this is a monthly income of Jess
than 3,462 Banht at the time o7 the NSO survey.

1/ Calculated from: MOPH and Mahidol University, Community Household
Survey, 1982.
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The NSO survey divided rural househoids into three expenditure
groups, as follows: (1) less than 500 Baht per month, (2) 500 to 2,96¢
Bant per month and (3) more than 3,000 Baht per month. Households in the
first group accounted for less than 1.5 percent of all rural householgs.
Households in the second group accountea for between 58 and 78 percent of
rural households and if it is assumed that monthly expenditures are
approximately equal to monthly income, all are below the
inflation-adjusted poverty line set by the free card project.

Tables 6.4 and 6.5 show that these households in 1981-82 were
spending an estimated average of 3 to 5 times the cost of the 1985 health
card for health services as a whole, and 1.6 to 2.9 times its cost for
medical care.

The tables also show that for rural households with total monthly
expenditures above 3,000 Baht, the card is a bargain. In 1581-82, these
households were spending an estimated average of 7 to 12 times the -ost
of the card for medical care and 10 to 16 times its cost for health
services as a whole. In all the regions except the South, the;e
householas spent more per month for health services than tne annual cost
cf the card. T

A final approach to analyzing the affordability of the card is to
Took at households by occupations.

The NSO housenold survey classified rural househo’ ds by occupation of
the head of the household. The classifications were (1) farm operator
owning land, (2) farm operator renting land, (3) entrepreneur in trade or
craft, (4) professional, technical or aaministrative worker, (5) farm
worker, (6) clerical, sales or service worker, (7) production or
construction worker, (8) general worker, and (S) economically inactive.
With the exception of farm workers in the Central region, and farm
workers and general workers in the South, none of the household groups
classified by occupation had average monthly expenditures for health or
medical care lower the households classified as “lTower income" in each
region in Table 6.5. The exceptions constitute 10.7 percent of rural
households in the Central region and 10.5 percent in the South. Their
estimated annual health expenditures are shown in Table 6.6.

Farm worker households in the Central region and the South can afford
the card. Indeed, they could have afforded a 300 Baht card in 1981-82
without shifting any expenditures from drugs to medical care. General
worker households in the South spent an estimated average of only 93 Baht
per year for medical care. They could not have afforded the card without
@ shift of expenditures from drug purchases to medical care. Still their
total health expenditures--largeiy for drugs--averaged more than 2 times
the cost of the card.
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Table €.4
Average Monthly Health Expendizures of Rural Households:
by EZxpenditure Greups; 1951-82
(1283 Rmans
1 - N
Total Monthly Expenditures | |
<500 B | 500-2,9998 > 3,000 E

Region —_
Moryeh Villages ;

Percentage of all howseholds § 0.7% 77.6% 21.7%

Average expenditure for drugs : a . I B 35 B

Average expenditure for medizal care f - 3C E 154

Total average heal:ih expencditure ; a g i 357 B 180 ¥ .
Central: Villages

Percentage of all households 0.6 & 58.1% 41.3%

Averagy expenditure for drugs 11 B 36 B 59 B

Average expenditure for medical care - 43 B 143 B

Total average health expenditure 11 B 79 B 202 B
South: Villages

Percentage of 211 households 1.1% €5.2% 33.7%

Average ekxpenditure for drugs 7 B 29 B 49 E

Average expenditure for medical care - 25 g 103 B

Total average health expenditure 78 54 B 152 B
Northeast: Villages

Percentace of all households 1.4% 78.6% 20.0%

Average expenditure for drugs " 10 31 56

Average expenditure for medical care 5B 27 B 188 g

Total average health expenditure 15 E 58 B 244

Source: NSO:

Socio-economic Survey, 1981-82,
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Table ¢.5
Estimated Average Annual Health EIxpendirtures:

Rural Households by Recions ané Incom2 _evels, 1931-1982
(1983 Baht)l/

Income of Householids
Recions Lower Incomsg/ Upper Income -
North
Percentage ol all households 77.0% 21.7%
Average expenditure for druas 300 B 609 B
Averaaqe expenditure for medical care 406 B 2,083
Total average health expenditure 772 B 2,694
Central
Percentage of all housenolds 58.1% 41.3%
Average expenditure for drugs 487 ¥ 797 A
Average expenditure for medical care 581 B 1,833 B
Total average health expenditure 1,068 E 2,730 B
South
fercentage of all households 65.2% 33.7%
Average expenditure for drugs 383 E 648 B
Average expenditure for medical care 330 B 1,361 B
Total average health expenditure 713 B 2,009 B
Northeast '
Percentage of all households 78.6% 20.0%
Average expenditure for drugs 213 B 746
Average expenditure for medical care 360 E 2,505 B
Total average health expenditure 773 B 3,251 E

/
4lCalcula:ed from: NSO, Socic-economic Survey, 1981-32.

/ .
'gDefined as housenolds with monthly expenditure of 500-2999 B in 1981-82:
households with expenditure < 500 B are excluded--see Table 6.4.

/ -
‘§Defined as households with monthly expenditures of >3,000 ¥ in 1981-82.
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Table 6.6

Estimated Average Annual Health Expendi tures
Rural Households, Low Income Occupations,
Central Region and South, 1981-82 (1983 Baht)

i ___heaith Ixpenditures

Region and | Drugs Purchasea medical Total Health

Occupetion in Druastores Care Expenditures
Central:

Farm workers 527 433 960
South:

Farm workers 357 304 661

General workers 357 83 450

The analysis of the household survey cata confirms that:

*

the 200 Baht card is affordable--even a bargain--compared to
the average annual medical care expenditures of rural
households 3 to & years ago in all regions.

the 100 Baht card is obviously all the more affordable,
priced way below what the average rural household was willing
and able to spend for medical care 3 to & years ago.

either card is priced below what families spent in one month
in 1921 for medical care when the wife or husband was ill.

the cards are affordable by mnst households below the pcverty
Tine and by most households in low income occupations.

there are clear incentives for households to purchase the
card even if it is not renewable.

given that household income has increased by 6 to 11 percent
since the surveys, there would be ample incentives for most
households to purchase a card priced at 300 or 400 Baht, and
for upper income families to purchase a card priced higher
than that.
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* a very small proportion of large households weuld have
trouble affording higher-priced cards and perhaps even the
200 or 100 Baht cards. An example is "oeneral worker"
households in the South that spent an average of less than
100 Baht for medical care and had an averaae size of 5.3
members in 1981-2. Continuation of the free card project or
a subsidized health card purchased in part by labor
contributions may be necessary in such cases. However they
constituted only 1 percent of rural households in the South
in 1881-2,

*  the poorest 1-2 percent of rural households in all
regions--defined by total monthly expenditures of less than
500 Baht--had annual estimated health expenditures, mainly
for drugs, of 93 Baht (South, expressed in 19&3 Baht) to 199
Baht (Northeast) in 1981-2.1/ These households may find
the 200 Baht and 100 Baht cards toc expensive and/or
unaffordable. 0On the other hand, most of these households
are very small, with average sizes of 1.6 to 1.7 members. A
health card covering 4 or more people and € iliness episodes
may not be appealing or appropriate in these cases; a less
expensive card covering fewer illness episodes may be needed
insteac.

4, Incentives and Viability

health card funds alier incentives for use of health services. This
section analyzes the prcbable effects of those incentives on rural
nouseholds and on the long-term viability of the funcs.

The card is pricec below what mest households were spending for
medical care before the funes were established., If the card covers all’
the medical care a householc would have purchased otherwise, then the
effect of the card is to reduce the "price" or cost to households of
medical care by the difference. Based cn 1981-82 expenditures for
medical care, an averace rural household woulc save 588 Beht if the card
cost 200 Banht, and 688 Baht a year if the card is 100 Baht. A lower
income household in the Northeast would save 160 Baht & year if the card
is 200 Baht, and 260 Baht a year if the card is 100 Baht. These
reductions in cost to households are larue -- ranaing from 44 to 87
. percent -- and the 1985 savings are doubtless larger still. Reducing
costs by the magnitude will increase demand, and shift demand from
private providers back to public ones.

1/ Estimates are based on average annual medical care expenditures of
788 Euht  in 1981-82 for all rural households, 360 Baht for Tower
income households in the Northeast; see p. 111 and Table 6.5 above.
A1l numbers are corrected to 1983 Baht.



Limits on the number of people covered, exclusion of certain
ciseases, and ceilings on allowable charges could reduce the savinas to
housenholes. Lack of a clear definition of what constitutec an illness
episoae could potentially increase them. In any event, a household has
an incentive to limit its use of services to what the card will cover.
There are incentives, to be analyzed below, to not use the card a* all
except for immunizations and MCH. But once used for curative care, there
are no incentives not to use it for as much as it will cover other than
lack of need anc travel and opportunity costs.

The evidence from the household surveys is *hat lack of need will
probably not limit use of the cards. 1In Chapter 4, illness and use of
nealth services in a one-month period were analyzed from the CHS studies
of 187% and 1981. In 1979, 75 percent of rural households reported
illness and contact with health services in one month, this is an annual
rate of nine ilinesses for which some kind of care was sought. In 1881,
4?5 percent of rural households reported illness of wife or husband and
contact witl health services; this is an annual rate of 5.1 ilinesses of
wite and/or husband alone for which care was sought. Some households
each year will have a run of good health and reduced or no need for
Curative services. Others will have only minor problems and if the card
is renewable or the fund offers other incentives, will choose not to use
it and self-treat or pay out-of-pocket instead. Because need is
unpredictabie and inpatient hospital care is the most expensive of
services, households do have an incentive to go easy with the card in the
early months of the year and keep one or several "illness episodes" in
reserve depending on how they are defined. This would reduce demand for
treatment of minor complaints, but its overall impact on demand,
par?{cu]ar]y demand for expensive hospital services, is 1ikely to be
small.

The main incentive, perhaps the only incentive, to use the card at
the health center is to get a referral slip. Direct patient charges in
health centers are low. (Cost recovery from patient fees in 14 health
centers studies in 1979-80 ranged from 0.6 percent to 27.6 percent; 9 of
the 14 recovered less than the 10 perc?nt of their costs, and most
patient fees were for pharmaceutica1s._/) A household may well prefer )
to pay out of pocket rather than "waste" an illness episode at the health
Center if ihe health problem for which care is sought is perceived to be
minor.

1/ MNOPH, Study of Cost of Rural Health Facilities in Thailand, pp.
186-18&.




Travel and opportunity costs may have more of an impact. The travel
cests aescribed in Chapter 4 are a constraint to the use of
hospital services that the health card goes not reauce. Inaeed, by
recuirinc & visit to the health center before referral to & hospital, the
cerc mey increase travel anc time costs of patients ancd family members
wne accompany them above what these costs would have been hac the
travelers qone directly to the district hespital. On the other hand, the
carc eliminates direct cests of hospital services including, in most
cases, pharmaceuticals; and the "green cnannel" reduces waiting time.
Tne net effect is harc to predict and shoulc be analyzec, but again is
Jikeiyv to be small.

Or. pelance, then, the modest price of the card may increase aemand
Tor services. £ price effect is combinea with an income effect: tne
Carc reguces ¢0sStIs to housenolas at the same times as householas incomes
are incrsasingc anc consumption is sniftinc for self-tresatment with
pnarmiaceuticals tc medical care. Increases in oemand coulc be large.
Tris wouic inciuage cemanc for preventive services whicn otherwise entail
pETient charges, ai wezil a3 increased use of free preventive services
pecause more peoplie are going more often to nealth centers for curative
care., Tne nealtrn centers cannot be bypassecd if tney reteir control of
referral autnorizations. Fatient loac at ¢ healtn center ir Knor Kaen,
visitecd in November 1684, for example, has aoubiec since the start of the
nceitn carc fund. Imporiantly, the numper of patients referret Ttc the
dgistrict hespital from tne coverec communities is alsc higner -- and
increesing -- tnan tne number wno Came on their own beiore the func. A
ionc-term tnreat 1o the viability of this func and otner funas which
generate increesec agemanc at ithe nicner Jevels of the referral system is
thet tney will be unabie tC proviae reimbursement judgec adequate Dy the
hespitels to wnich the patients are sent. A relatec threat is that
reimbursement -- anc MOPH support -- will not enable supply tc keep pace
witn aemanc, leadinc t0 crowding, dissatistaction, recucec carc purchase,
aecapitelizezion, ancd failure of tne fund.

In aaadition to moaest price, health carc funcs offer other benefits
to householas including loans, renewal of unused caras, incentives
payments for non-use, a 1C percent discount at village drug funds and
reducec waiting time in hospitals.

Loans are perhaps the most important otner benefit to housenolds and
also & way t0 increase the capital of the funds. Households with cards
in Tambon humliac, Songknle Province, for example, can borrow up to 1,000
Bant for & maximum o7 Ten months on the signatures of 3 memdbers of the
HCFC and the signature of a co-maker who has &lso purcheseg a card. Up
to 2,000 Bant may be borrowed for ten months with these signatures if
coliateral is provided. Tne interest rete is 2 percent per monthn. (Tne
func in Tambon Kuay Sai, Chianc Mai province, charges & rate of 2 percent
per month). Loans are to be 'sed for sanitation improvements, finance of



crop production or any other activity which in cost and duration is
consistent with repayment in 10 months. The fund can, in principle, loan
all of its capital for 10 months, because it reimburses service provider
only once a year. In practice, some reserve would be kept ard loan
aemanc, if it reflects agricultural cycles, might be uneven or out of
phase, with the calenger of the fund. However, if loans range from 1,00C
to 2,0C0 Baht and tne card is sold for 200 Baht, only 10 to 20 percent of
households can borrow from the fund the first vear, even if all the
capital is loaned. And given that rates charged by money lenders are
substantially higher, ioan gemand may be high -- perhaps higher than the
fund can satisfy.

Certainly a household obtaining a loan aets not only the loan but an
interest windfall as well. As was clear in Chapter 5, rural interest
rates on unsecured loans are 5 percent or more a month On a 1,000 Baht
loan at 3 percent per month for 10 months, the interest windfa]] is 200
Baht, at 2 percent per month the windfall is 300 Baht -- equal to or
greater than the full cost of the card. Savings of this maanitude will
increase aemand for joans. Excess demand for loans would enable
households who do get them to realize the windfall in cash by reloaning
the money at market rates. The availabjlity of loans at these rates is a
powerful incentive to purchase a card. Preferential access to loans
might provide a substitute incentive for non-use of tne card.
Alternatively, loans could be auctioned particularly the first year, or
otnerwise priced at market rates, to increase fund capital more rapidly.
In subsequent years, a fund might offer a mix of subsidized and
market-rate loans.

Non-use of the card is currently to be encouraged by two other
incentives -- renewal of an unused card (ane or two times), and/or
payment of a non-use premium at tne end ot the year. Not all health card
funds cffer these incentives. The health card fund in Tambon Nong Pho,
Ratchaburi province, offers both.

Incentives for non-use are important for cost conteéinment, to reduce
the demand for care which the modest price of the card may generate. But
renewal of unused cards is probably not the right incentive to offer.
Renewal reduces fund capital and reimbursement of providers by
eliminating most pooling of risk. (There is still some because the card
is not renewed indefiniteiy.) Payment of a premium at the end of the
year for unused cards that are not renewed or can no longer be renewed is
undoubt ed]y better. In katchaburi, for example, 3 percent of fund
v.nital is to be set aside and divioed among households with unused cards
at the end of the yvear. This particular arrangement may create some
undesirable incentives since the amount of the premium per household will
vary inversely -ith the number of unused cards. Non-users have an
incentive to encourage other households to use the card, and if the
premium is Jow or expected to be low, the incentive to use the card is
increased. While a different arrangement mignt eliminate these problems,
any premium system will still deplete fund capital availabie for loans in
the subsequent year.
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For that reason, preferential access to loans with interest rates
below market may be tne best incentive to offer for unused cards. The
borrowing householc gets the loan and a savings on interesi which may
equal or exceec the cost of the card. But its interest payments add to
Tund capital anc it must purchase a new card for the naw year. If there
is more capital to Toan than households with unusec cards to borrow, then
the remainder of the capital couid be ioaned at higher rates, or 1oans
coulcd be auctionec if demand is high, in order to increase rund capital.
Higner rates wouid, of course, reauc2 one of the incentives to purchase
cerc. But the modest cost of the card, even if priced at 300 or 40C
Baht, may be incentive enouan.

Anotner benefit for househclcs who purchase a cara is a 10 percent
ciscount at the villace arug funé. In 1981-82, this would have been
wortn 42 Baht in savings & vear for the averace rural household, 37 to 4§
ganv ¢ year for lower income houshoids in the different regions and 60 tc

> baht & year for upper income nouseholds. 1/ Savings in 1985 will be
only sligntly hipher since ocemand for grugs is income ineiastic and
consumption is smi{ting from drug purcnase for self-treatment to medical
care. Still, tne savincs are significant and increase the appeal of the

card.

The problem with this incentive is that it may threaten the viability
of the d¢rug funds. It does so for two reasons. It reduces the profit
marcin of druc funes from 30U tc 20 percent and it withholds any
reimbursement of the drug fund unu11 the end of the year. Drug funds
restock several times & vear. With reauced profits anc de1aveo or no
reimbursement, some funds will D= unabie to restock, will Tose custiomers
anc eventuaily fail. This will increase the cost of drugs for all
housenolds by the travel costs tc alternate public sources or the higher
p'1C°< of privéte ones., C(Clearly a 10 percent discount in an
intermittently stockec or failing drug fund is not worth much. Even the
full 16 porcnnt is probably not worth the risk af jeopardizing the most
successtul Tocal instizutions for financing primary health care. The
modest cost of the health card may, again, be incentive enough.

A f1na1 benefit to households who purchase a card is reduced waiting
tims via the "green channel" in district and provincial hospitals. Some
vi]]agers interviewed in the NEISDE stuay reported that hospital staff
were not yet familiar with the card, that the green channe] was not set
up, or that it dic not reduce waiting time. Some hospital staff familiar
h]uh the cara dc not like ¢iving special treatment to card holders over
other rural patients and urban patients. But where the green channel
works, waiting time is reduced by &t least two to four hours and
carc-holders are delighted. They still have to pay the travel costs

1/ Calculated from p. 112 and Table €.Z above.
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wnich limit use of hospital services by rural families, but they no
longer have to wait in the iong queues which ration services to all other

patients.
The question is, will it continue as health cards spread and more

card.
and more households have cards? (ne estimate is that a provincial
hospital will have 80-100 referrals a day wiien health card funds cover
all villages in the province.l/ Clearly, waiting time will increase
unless district and provincial hospitals expand OPD capacity in the green

channel.

This is a significar* benefit and incentive to purchase the

This, in turn, means either increased waitinyg time and less

Capacity for other patients -- which hospital staff would presumably find
less and less tolerable -- or increased recurrent anag capital costs.

In summary, the analysis of benefits and incentives shows that:

*

the modest price of health cards reduces the cost of medical
care to households and may increase demand for services from
public sector providers.

the availability of loans is an important incentive to purchase
the card; unlike other incentives, loans do not raise costs or
reduce capital. However, interest rates could be higher to
increase fund capital more rapidly.

the existing incentives to encourage non-use of the card are
problematic. Renewal of unused cards reduces capital and
reimbursement of providers; premiums for non-use reduce capital
available for loans. .

preferential access to loans with interest rates below market
may be a better incentive for non-use.

the 10 percent discount at vi]]agé drug funds is probably not
enough of an incentive to purchase the card to be worth its risk
te the viability of drug funds.

reduced waiting time is an important benefit and incentive to
purchase the card; however, keeping this benefit will have cost
and cost recovery implications that need to be analyzed.

the most significant threat to the viability of health card
Tunds will come trom inadequate reimbursement of providers and
the inability of supply to keep pace with increased demand.

Tiffany and Tima, op. cit, p. 4.



5. Lost kecovery

Health card funds reimburse providers at the end of the vear, and the
proportion of fund capital committed to reimbursement will increase from
60 percent in the first year to S0 percent in the third. Because most
funas are new there is no information available yet on actual
reimpursement. Tnis section analyzes prospective reimbursement from two
points of view; first, relative to the cost of providing services and,
second, relative to charges patients pay without the card.

The cost of the card in 1885 can be compared %o the unit cost in
1676-8C of aelivering the various services analyzed in Chapter 3.
kssuming @ 90 percent reimbursement rete, & 200 Baht card would cover
tne full cost in 1975-8C of one of tne fo]]owing services per year,
clustered in three categories..l

Preventive and Promotive Services
innocuiations anG vaccinations
visits 10 well-baby clinics and health centers
antenatal visits to health centers
family planning visits to uealth centers
nutrition visits to health centers

— W
WL MHh e o
o~

Gutpatient Curative Services

7 visits to a hzalth center

& OPD visits to a 10-bed district hospitai
.3 OPD visits to a 60-bed district hospital
8 OPD visits to a 3C-bed district hespital

Inpatient Hospital Services

(.63 patient days in a 10-bea districi hospital
0.60 patient days in a 30- or 60-bed district hospital
0.36 surgical patient days in a provincial hospital

These numbers are subject to many of the reservations mentioned in
Chapter 2. They are basea on a small sample of health centers and
nospitals, and on average not marginal cosis. There is some evidence that
the marginal costs of hosp1ta1 1npat1ent services arz lower than average
costs. If so, a 200 Baht card would cover slightly more of a patient day
than .shown. OIT setting =his is the fact that the medical price index
1nvr=a5°o by 47 percent between 1579 and 1983. The services & 200 Baht

zard will reimburse in 1985 are, on average, at least 50 percent below
tnc quantities shown. Anc it tnc & 111n°ss-np1soae card costs only 100
“Bant, then the services reimburse¢ are only 25 percent of the guantities

shown.

Calculated from Chapter 3, Tables 3.3 &nd 3.4



- 127 -

Thus the numbe-s probably represent more than a “best case” level of
reimbursement from a 200 Baht card. The paitcern shows that a 200 Baht
card is Tikely to cover the full cost of all immuniza*ions and visits to
well-baby clinic that a household will need. Cther health center based
services are more expensive but the card would cover the Tull costs of 3
To 5 visits per year; nutrition and family planning visits, unlike other
preventive and promotive services, are covered for fewer visits than
curative care. The coverage of outpatient services in hospitals is lower
still but the card weuld reimbuirse the full cost of 2 visits per year
except in 30-bed fac{lities. In-patient hospital costs--even four years
aoc--are so high that less than one patient day per year is reimbursed by
the cost of the card. Given that one illness episode can incluge more
than one visit and more than one patient day in a hospital, the evidence
s overwnelming, even in this best case Jeve] of reimbursement of just
one service, that unless demand is extremely low and confined to
immunizations, well-baby clinics and a few visits to the health center,
the 200 Baht card will not begin to reimburse the cost of services a
household with the card will use each year.

There is, of course, no expectation that all costs wiil be covered.
Rather, there is the expectation that by diverting first-contact patients
to the health centers and away from district hospitals that total costs
will go cown and that the proportion reimbursed will be higher or at
least equal to the proportion covered by patient fees before the cards
were available. It was clear in the preceding section that while use of
health centers will increase with health cards, use of hospital services
may increase also because of the combined effect of lower prices and
rising household incomes. Unless reterrals are tightly controlied, total
Costs are Tikely to increase. Whether the proportion of costs reimbursed
by the card is 1ikely to be higher than recovery from patient fees can be
§sse§seq with estimates of patient charges per illness episode at each
ievel of the referral structure.

Chapter 3 presented calculations of average patient charges in MOPH
hospitals in each region. These were obtained by dividing the total of
patient fees in 1983 in each of a sample of hospitals by the number of
patients treated in OPD and all] in-patient departments in the hospital in
that year. The resulting numbers can be considered a rough approximation
of average patient charges per illness episode at these hospitals.

Taking the median point in the ranges presented in Chapter 3 and making
an estimate for health centers, gives the estimated patient charges per
i1lness episode shown in the first column of Table 6.7.



Tablo 6.7

Health Cnrd Coveraqe and Cost _Reimbursement Compared

Fatient Charges and Hedian Patient Charges Aerumed Alincation of | Average tumber of Avoraqgn tumbher of
Health Card Coverage per Illness Episode Health Card Fund 1l11ness Fpisodes per | Tliness Epicodes per
and Reimbursement without the Card 19831= Capital: (200 B per Househinld A4 200 B Car® Household a 200 A card
' card) will raver if Hlralth | «ill cover if Health
Card Fund Peimbures- | Card Fund Peimbvrsemerr
went equals Fatient is 50 perecent higher
Charges in 1903 at Health Centeogs &
Distri~t lngpitals
Institution than Fatient Charges
in 1983
lfealth Center 10p 253 5.0 3.3
{50 B per card)
10 Red District )
ltlospital 39 B 1.5 1.0
30 Prd District »
Hospltal
P 66 ¥ 0.91 0.61
304 B
60 Ded District (60 J per card)
Nospital g6 H J 0.7 0.47
4 ——
Provinclal
ospltal 110 B 25 s
(50 B per card) 0.5%

l/ fimalth Ceutnr patient charges were estimated by assuming that an lllness episode treated at the
health ¢enter requires 1.25 visitsy that is, that most people are treated successfully in one visit,
The cost (to the hnnlth érnter) per visit in 1979 (amer Chap. 1) was Increased by 473, the incrrase
in the medical index between 1979 and 1983, and multiplied by 1.25 to yield an estimate of &8 R per il]nnqq
il11nenas episode in 1983. This number, in turn, was multiplied by the mrdian per=entage of health
genter costs reimbursed by patlent charges in 1979-80 of 14.1% (1lorh, Study of Cost of Rural Heaith

Facil!gies {E_Thalland, pp. 186-188) giving an estimate of 9.6 B, rounded to 10 B, for patient charges
per illness episode in health centers.
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The second column of the table shows an assumed distribution of
health card fund capital designed to maximize reimbursement of
institutional providers: 80 percent of capital at the end of the year
goes to health centers and hospitals, leaving 1G percent for individual
providers and arug funds and 10 percent for loans, fund manaaement and
other purposes. Given this allocation, the table shows that, on the
average, if households are treated for more than 1.5 illness episodes per
year in a 10-bed facility, or more than 1 illness episode per year in a
larger district hospital, reimbursement of hospitals by the health card
funds will be lower than reimbursement by direct patient charges. The
permissable averages would drop to 1.0 and C.6 illness episoaes per
household per year, respectively, if the tarcet were to increase cost
recovery in district hospitals from 22 percent to 33 percent--still low
and below what they were recovering from patient fees in 1579.

Cost recovery in hospitals would be reduced further if more of fund
capital were allocated to support health centers and other primary care
providers at the community level. Here there is an obvious “ension
between the objective of using health card funds to finance primary care
and the incentives the funds create for households to use the cards for
seconaary ana tertiary care. If, because of these incentives, a 30-bed
district hospital is heavily used and asks for and receives 80 percent of
tund capital at the end of the year, it would still aert less
reimbursement from the fund than from direct patient _harges unless the
average household with a card was treatea for less than 2.5 illness
episodes per year in the OPD and in-patient departments of the hospital.
This is less than half the care sought by a household in one year to
treat wife and/or husband alone in 1981, and at much higher cost to the
nousehold than the 2C0 Baht card. Finally, the hospital must wait until
the end of the year to be reimbursed by the fund, while direct patient
Tees are recejved soon after the services are delivered.

In summary, the analysis of prospective reimbursement of providers by
health card funcs indicates that:

*  the 200 Baht card will cover only a tiny fraction of the cost of
delivery the increased services card-holders are 1ikely to use,

*  the card may not generate as much cost recovery as direct charges
paid by patients without the card.

* there will be a tension in allocation of fund capital between
financing primary care and reimbursing secondary and tertiary
providers.

* there will be an eventual tension between increased demand and
reduced reimbursament to pay for the services aemanded.



¢. Summary, Conciusions and kecommendations

Hzalth cara funds are innovative and conceptually correct. It is
appropriate and aesirable for the MOPK, which spends only one Gaht in
five for health services anc medical care in Thailand, tc influence and
structure private rural demand tc better meet public health objectives
anc make hetter use of scarce resources. A prepayment scheme which
encourages the use of preventive services and rationalizes the referral
structure for curative care is an effective and imaginative way TO @0
this.

The guestion aadressed throughout this chapter is wnether in price
cuverage and structure health card funds will accomplish the objectives
set for them. The conclusion of the analysis is that they will not
without some change.

At 20C Baht--to say nothing of 100 Baht~-the carc is pricecd too low
relative to the cost of the services covered and relative to wnat rural
nousenolds were spending for health services four years ago. Tne carc
snould not be renewapie because renewal reduces capital and the pooling
of risk. Preferential access tc low interest loans is & betier incentive
Tor non-use of the card. Loans will increase capital. Unused caras will
reduce demand ana repurchased new ones will increase reimbursement of
providgers. The 10 percent discount at arug funds shoulcd be eliminated.
Tne green cnannel in referral hospitals shouid, if possible, be retained.

The Tow price of the card combined with rising household incomes will
increase demand. Demand is unlikely to be limited very much by jack of
need or by travel and opportunity costs. Households have an incentive to
use the cara Tor as many services as it will cover, particuiarly for
nospital services wnich entail the highest charge to patients without the
card, anc wnicn housenolds beftore the card otten used in preference 10
nealth centers even with the higher charges. With the lower prices
represented by tne cost of the carcd, the incentive to use the card for
nospital services is hiagn. Yet it is precisely in hospitals where
without Tow average reterrals rates per household, cost recovery will
drop relative to recovery from direct patient fees, to say nothing of the
fuil cost of providing the services used.

As demand goes up, then, cost recovery may not keep pace. The MOPH
could decide to encourage hoic: rs of free cards to purchase nealth
caras--this is aiready happening at the locai level--and to use its
annual budaet of approximately 500 million Baht for the free card program
Tc support the nospitals and health centers and make up the difference.
tventually, nowever, supply may not keep pace with demand. kaizing time
would go up and the appeal of tne card woula drop. If referrals are
tightly controlled, cost recovery may be maintained or increased but
tight control would reduce the appeal of the card and far fewer
nouseholds may buy it.
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h better alternative, suggested by the analysis, may consist of a
combination of higher-priced cards and graduatea benefits. Four possible
moaels are shown in Table 6.8.

vhe first assumes that the card costs 300 Baht and that fund capital
is allocated 15 percent to health centers, 30 percent to district
hospitals, and 35 percent to provincial hospitals. Households are then
covered for 4 iliness episodes at the health center, and 2 at a 10-bed
hospital or 1 at larger district hospitals or provincial hospitals per
year.

Tne second model assumes a 300 Baht card but eliminates coverage at
the provincial hospital except where a district hospital is not
available. Fund capital is allocated 27 percent to health centers and 53
percent to district hospitals. In this model, householas are covered for
8 illness episoaes at the health center, and 4 at a 10-bed hospital or 2
at larger district hospitals. Both models reimburse providers by ai
Teast as much as direct patient fees.

The third mcael assumes that the card costs 400 Baht and that fund
capital is allocated 20 percent to health centers, 33 percent to district
hospitals and 27 percent to provincial hospitals. Households are covered
for 8 illness episodes at the health center, 3 at 10-bed units, or 2 at
30-bed units, or 1 at 60-bed units or a provincial hospital. It is
rioteworthy that even at a price of 400 Baht per card, referrals to the
bigger hospitals, particularly the provincial hospitals, still need to be
controlled to an average of only 1 per household per year to maintain
cost recovery equal to direct patient fees.

The fourth model assumes & 400 Baht card and excluaes coverage at the
provincial hospitals. Fund capital is allocated 20 percent to health
centers, and 60 percent to district hospitals. In this model, households
are covered for 8 illness episodes at the health center and 6 at 10-bed
vacilities or 3 at larger district hospitals. Table 6.9 shows that if
allowable coverage in this model is reduced to 5 at the health center and
3 at a 10-bed hospital, or 6 at the health center and 2 at a larger
district hospital for a combined total of 8 illness episodes in either
mix, then cost recovery per jiliness episode would increase by 25 to 38
percent in health centers and by 33.3 to 50 percent in the district
hospitals.



Table 6.8

Health Card Fund Models: Provider Rejmbursement
Equal to Direct latlent Fees

“Charactetristics Cost of the Allocation of Fund Caplital Allowable Number of 1llness “visodes at each Level;
\ Card Coverint for Refwmbursement (%) Some Possibhle Combinations?
~ 8 Illness ————p—— -1 s —p— —- -— _
N igiit‘;es Hoalth | District jrrovincialll Health 10-1ed J0-Hed 60-Bed frovincial
\\ Center | Hospitals|llospltals Center District | DistrictDistrict] Hospital
1todel S Hospiltal | Hospital}flosplital
One 300 18 30 35 : 2 1
4 1
a - 1
-5 i R Y I P
‘Two 300 27 53 0 B 2 {none)
- B - 2 ————
- —— S g e e
three 400 20 33 27 1] . T2 1 - -
8 - N
. I e B [N I D R S
1] 6 1
I'our 400 20 60 0 1] 3 l {none)
’ 8 J 3
— — Vv - - s

‘Other combinations are possible but are not shown.




Table §.9

tlealth Card Fund Models; Service Mix and Cost Recovery with
Relmbursement Higher than D!rect_gggigug'fggg

*Allovable thabier of [llness Fprisodes
totalling 8

Service
Providers

Increase in Cost Hecovery per Ul lnessy
Episode relative to Palient Fees

flealth 10-Bed lLarger Provincial Healih bistrice
! Centers llospitals District llospltals Centers Honpritals
Hespitals
_ Hudel \ . i e _ [
Tvo 6 2 0 0
(300 B Card) 7 Q 1 0 J2.5-2%1 504,
Thrce
(400 B card) 6 2 Q0 o]
7 0 1 [0] 12,525+ RRRY
7 4] . 0 1
Fout
(100 B Card) 5 3 0 0 25- 314 33-501
6 0 2 0
R e T TTuyUty RSNSOI U N — e e e

* Other wixes totalling 8 are possible but are not shown.
Soutce: calculated from Tables 6.7 and 5.8

S0
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Tne table also shows that reauction in coverage to mixes of & illness
episoaes in models twwo anc three would also increase cost recovery per
illness episoae but less so overall than in model four. kecovery is less
in district hospitals in model three because & portion of fund capital is
alloceted to cover referrals to provincial hospitals. Recovery is less
in nealth centers in model two because the card is 300 Baht. Any
combination of & illness episodes treated by 2 or more providers in mogel
one will reauce cost recovery per illness episodes relative to patient
fees everywhere unless all 8 episodes are treated in the health center
and the fund's allocation of capital to the health center is increased.

A1l moaels could cover more than 8 illness episodes in the health
center if only the health center is usad. Alternatively, they could
offer preferral access to loans or other incentives to householas which
use only the health center for the 8§ epijsodes.

Cleariy there are numerous other variations which the moaels might
include. The cost of the card could vary directly with hcusehold income
and/or 1nversely with travel costs to the health center. Higher priced
cards offering more coverage could be sold on an optional basis. Poorer
nouseholds coula be aliowed & discount and or tne opportunity to purchase
a card in installments, at harvest time, or by labor contributions to a
multi-purpose community fund which includes health cards as part of its
operations. Smaller families coulc be offered a card covering fewer
illness episodes. Co-payments could be reguired, or deductables and
ceilings imposed at district and provincial hospitals.

Tnere are o basic questions about all of these changes which the
analysis cannot answer: first, how much simplicity should be sacrificed
to increase financial viability of the funds and improve cost
reimbursement of providers? Complexity may confuse carcd-holders and
service providers, create abuses and lead to poor management. Second,
what combination of price increases and coverage limitations will
maintain the appeal of the card to households? There is some evidence
reviewed in the sections on affordability and incentives to suppose that
increases in the price of the card may be prefereble to sharp Timitations
in coverage. This is because need is unpredictable and patient charges
for a few illnesses in the hospital will still exceed the increased cost
of the card. The card is well worth buying for protection because each
year some households will save a lot of money while in the aggregate--if
the risk is pooled--the fund will still be able to reimburse providers at
a rate equal to or better than direct patient charges.

The most important recommencation of this chapter and of the study as
a whole, is that the MOPH analyze these issues with better data and more
intensity than was possibie here, and to do so before health card funds
as currently organized become widespread. This analysis should include
the monitoring of existing health card funds and experimentation with
multi-purpose funds that include health cards, which the second phase of
the NESDB/PRICOR study is undertaking. The analysis should also include
simulations of and experimentation with different prices, coverage, and
levels of cost reimbursement. The end goal of the analysis should be to
determine what model or models with what prices, coverage and cost
reimbursement and what training and management requirements look best. A
related goal is to determine how existing health card funds could be
modified to be closer to the optimal model or models by graaual
adjustment of prices and coverage.
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CHAPTER 7
SUMMARY AND CONCLUSIONS

1. Introduction

This chapter is a summary of findings, analyses and recommendations
on current and future finance of health services and medical care in
Tnailand. The focus is on the same set of questions addressed throughout
the study:

* How much is being spent for health, by whom and for what?
* What are the trends?
* What are the implications for policy?

The conclusions presented in this chapter are developed from primary
and secondary sources used in the study, and from extensive statistical
analyses undertaken--particularly of household-survey data sets collected
by the Health Planning Division, MOPH, the Institute for Population and
Social Research, Mahiaol University, and the National Statistics
Office.]/ The various sources and data sets are subject to many of the
usual limitations and reservations of instrument design, samples'
application, variable forms, difference in disaggregation, problems of
consistency and lack of comparability.

But even with reservations about seconaary and primary sources and
limited time available for the Sstudy, the major trends in health sector
finance, the critical gaps and policy issues, the priorities for
intervention and further investigations are ciear. These are summarized
in the next eight sections.

2. Total Expenditures for Health Services and Medical Care

Total expenditures for health services and medical care have grown
rapidly in real terms in recent years: from 29,183 million Baht in 1979
to 41,771 million Baht in 1983.2/ They have grown from 3.5 percent of
GNP to 4.6 percent, and from 633 Baht per capita to 845 Baht in the years
197% to 1983. By way of comparison, the percentage of GNP spent on '

1/ “e gratefully acknowledge the collaboration and help received from
trese institutions.

2/ Tnese and all other Baht figures presented in this chapter have been
convertec to 1983 Baht unless otherwise noted.
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health in three other count.,ies for which data are available was 3.2
percent in Pakistan in 1981-82,_3.5 percent in Sri Lanka in 1982, and 5.3

percent in Zimbabwe 1in 1986-81.1/ The amounts spent per capita in
these countries in the same years were 2992 Baht in Pakistan, 322 Baht in

Sri Lanka and 759 Baht in Zimbabwe.é/

Per capita expenditures on health in Thailand between 157S and 1983
grew dat an annual rate of 7.5 percent, higher than any industrialized
country. If this trend continues through 1991, expenditures will reach
6.4 to 7.5 percent of GNP (depending on assumptions about growth of the
economy), or about 1,660 Baht per capita.

3. Sources of Health Sector Expenditures

Health sector expenditures in Thailand are financed by private
sources, by households mainly and by corporations and other private
sources. Private expeditures were 66 percent of total health
expenditures in 1979 increasing to 692 percent in 1583 (see Table 7.2).
Again, by way of comparison, private household expenditures were 33
percent of total health expepditures in Zimbabwe, 45 percent in Sri Lanka
and 58 percent in Pakistan.3/ In Thailand, private expenditures are an
unusually high proportion of total heaith expenditures, while public
expenditures are somewhat below the median for countries at comparable
Tevels of per capita product.4/ Between 1979 and 1983, MOPE and other
government sources, inciuding public sector enterprises, have been a
slightly declining proportion of total health expenditures. In 1983, the
MOPH accounted for 15 percent and other government sources 12 percent of
the total.

Were these trends to continue through 1991, the MOPH budget would
have tc more than doubie in real terms tc remeir & constant prcportion of
total health sector finance. If MOPH expenditures remain a constant
proportion of the government budget, MOPH expenditures will be a
agecreasing proportion of nealth expenditures total.

1/ Michael H. Mills, "Health Sector Financing: An Introduction to the
Issues," in, National Council for International Health, Alternative
Health Delivery Systems: Can They Serve the Public Interest in Tnird
Woria Settings, kasnington, [.C., August, 1984, pp. 9/-BE.

2/ Ibid. U.S. dollar estimates in this source were converted to Baht at
a rate of §1 = 23 Baht, the rate prevailing in 1983.

3/ Michael Mills, op. cit, pp. 97-98.

4/ MWorld Bank, Thailand: Managing Public Resources for Structural
Adjustment, Vol. I, August 37, 1983, p. Z68.
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4. Allocation and Trends: MOPH and Other Government Expenditures

MOPH buaget and expenditures since 1987 show an important
proportional shift from urban and hospital expenditures to rural and
primary health care expenditures, as follows:

Percent of MOPH Budaget

1961 1985
Bangkuk 12.1 7.0
Primary Care 30.5 38.8
Secondary/Tertiary Care 60.8 52.9

Source: MOPH Budget Data

Over the four years, allocations to primary health care doubled in
real terms and allocations to Bangkok decreased in absolute as well as
relative terms. The proportion of the MOPH budget devoted to health
p omotion increasea from 16.€& to 18.8 percent and the proportion devoted
t communicable disease control increased from 17.7 percent to 1€.6
p: rcent.

It may be difficult for the MOPH to sustain aliocations to primary
care and to the population living outside Banakok. As will be clear in
the sections which follow, cost recovery in MOPH hospitals is aropping
and household demand for secondary and tertiary care is increasing.

Other government expenditures are already primarily for hospital services
in Bangkok.

5. Costs and Cost Recovery

Cost recovery in MOPH hospitals appears to be decreasing as demand
tor services and ccst per patient and per patient day increase. Unit
costs at different level institutions in 1979 and 198C were already quite
high in comparison to the 8 "illness episodes" covered by a 200 Baht
health card or the 1981 fee structure published by of the MOPH. Fees
have not increased since 1981. Unit costs have undoubtediy increased
substantially since 1975--the "second o011 shock" year--but more recent
estimates are not available. The national CPl for medical care increased
by 47 percent between 1579 and 19€3.1/ Thus, unit costs may be as much
as 50 percent higher in 1985 than in 197Y. If so, an OPD visit to one of
the Targer hospitals now costs 150 Baht and an in-patient day 400 to 750
Baht. Cost recovery comparisons show a drop from 40-52 percent in 1979

1/ National and regional CPIs for medical care are published in: Bank of
Thailand, Quarterly Bulletin, Vol. 213, No. 4, December, 198&3.




To 22 percent in 1983 in the District Hospitals. Fees have not kept pace
with costs. The drop may also be explained by the effect of the "Free

Card" program and/or the spread of drug funds. The drop is important to
investigate further. Cost recovery in most hospitals is based mainly on
drug tees. Tnis finding 1is important because in some health card funds,
holders of the 200 Baht card are entitled to free drugs in the hospitals.

6. Private txpenditures

Private expenditures are mainly for curative services. In all
regions there is a shift in consumption with changes in income, place of
residence, prices and supply, from self-treatment with purchased drugs to
public sector medical care and from public sector medical care to private
medical care. A high proportion of households sampled in 1979 reported
111ness of one or more family members in the past month--73 percent of
urban householas and 75 percent of rural households. In 1981 a repeat of
this survey asked only if husband and/or wife were i11 in the past month
45 percent of households sampled said yes. High proportions of
households reporting illness sought medical care. In the one month
covered by the surveys, the proportion was higher than 9C percent. These
high levels of contact were prior to health caras but did include some
holders of free cards.

There 1is an "income effect" or barrier to contact with medical
service in rural areas in 1981 among the households reporting jllness.
There was no income barrier evident in urban areas. The proportion of
housenolds in rural areas reporting illness but not seeking care was
small; Tow incomes were a reason why they did not. The monthly
expenditures for health care by households reporting illness and seeking
care in 1981, rapged from 276 Baht (Northeast, rural) to 820 Baht
(Central, urban)l/. Tnese expenditures were high proportions of
monthly income -- 13.9 percent in urban areas, 16.6 percent in rural
areas. The proportions were hichest in the poorer regions, reaching 24
percent of income in the rural Northeast.

Table 7.1 shows that as average annual health expenditures go up, the
percentage sobent on self-treatment with purchased drugs goes down. The
total in Baht spent on drugs may still go up with expenditures, and the
drug store may still be the "provider" most frequently consulted, but the
shift of expenditure is to medical care. Table 7.2 shows the same
pattern by overail consumption levels in one location -- fringe Bangkok.

1/ 1983 Baht
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Table 7.1

Expenditures

1981 - 1962

Percent Drugs

Average Healinh EXDEnditures
Per Year (1983 Baht

BMA

Core

Frings

A1l Urban
Northeast Rural

I

24
17
36
22
43

2,210
2,639

1,
1,

768
859
c38

Source: KSO, Socic~Economic Survey, 1981-82

Table 7.2

Average Health Care Consumption,
Drug Consumption as a Percentage of Health Expenditures
and Average Household Size. by Total Consumption Level:
Bangkok rringe 1981-19862

Annual Total Consumption Level (1983 Baht)

’ less than 16,676 10 more than

1£,076 43,577 43,577

[

Average annual health Care 35 1,105 2.580
Consumption (1983 Baht)
% Drug 77 45 31
Average household size 2.1 2.9 E.b
% Households i 1 45 44

Source: NSC, Socio-Economic

Survey 1981-82
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A1l of these findings and trends are confirmed by the income
elasticities esiimates presented in Chapter 4. The NSO data were usec to
dgefine three measures of demand for health services based on household
expenditures, as follows:

Dy = demind for health care measured by total household
easenditures for all health services.

Dp = demand for drugs (mainly self-treatment) measured by
expenditures for drugs in drug stores.
Oy = demand for medical care measured by expenditures for

public and/or private care.

The income elasticity of demand measured by any of these variables
is, simply, the percentage change in demand which results from a one
percent change in household income. If the estimated elasticity is
greater than one, then demand will increase faster than income.
Estimated elasticities for 1981-82, are as follows:

ot Dp Dn
Kinagdom 0.25 -0.69 1.62
Banakok 1.21 0.07 2.05
Other urban 0.51 -0.2¢ 1.68
Rural 0. 64 0.28 1.35

Although subject to many limitations, these estimates are consistent
with findings in other countries of household_elasticities greater than
onz for a certain range of per capita income.l/ It is noteworthy that
in Thailand the estimates for medical care exceed 1.5 nationally ana in
all urban areas, and 2.0 in Bangkok.

T average household incomes increase by 3.5 percent per year between
1682 and 1997--a 36 percent increase in real terms, then the estimates
suggest that household demand foi medical care measured by expenditures
will increase by 48 percert in rural areas, 60 percent in cities other
than Bangkok and 74 percent in Bangkok. The increases could be even
greater as the pattern of illness shifts increasingly from infectious to
degenerative diseases, and household expenditure patterns in rural areas

1/ Michael Mills, op. cit., p. 100, and Chapter 4, Section 5.
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and smaller cities evolve in the direction of the Bangkok pattern over
the ten-year period. Even if the estimates turn out to be 20 to 25
percent too high, demand for medical care will still increase faster than
nousehold income in all regions, rural and urban. The MOPH, as the major
puplic provider of medical care outside of Bangkok, will face the
prospect of having to devote an increasing proportion of its budget to
secondary and tertiary care.

7. Implicetions for PHC and Basic Minimum Needs Objectives in Rural Areas

Increased demand for curative services will put Timitations on the
MOPH's continued provision of VHV and VHC training and of family planning
services or expanded dental or mental health services--unless demand for
these services is high and cost recovery is high. The possibiity of
increased cost recovery for family planning services needs to be
explored. In particular, it will be important to analyze how much
increased cost recovery, if any, would be consistent with the population
growth rate targets of the Sixtn Five-Year Plan.

Other elements of PHC/BMN--essential drugs, nutrition, sanitation,
control of enaemic diseases, MCH, EPI and health education~--will
increasingly depend on the current and future viability and performance
of PHC funas set up to finance and provide these services locally. The
NESDB/PRICOR s:udy analyzed the performance and viability of drug,
nutrition and sanitation funds based on a national survey of 4,631 funds
and 72 case studies. The results, reviewed in Chapter 5, can be
summarized as follows:

* The drug funds are a success; viable and protitable in
supplying 50 to 60 percent of thc rural population with
essential drugs. Many are evolving into multi-purpose
funds.

* The .nutrition funds are in trouble, the majority cannot
maintain capital; services financed and providea are being
reduced.

* A few sanitation funds are highly successful; but most are
undercapitalized, most under price loans, are inequitable,
end ineffective in mobilizing communty resources, and serve
a small proportion of households.

* A multi-purpose PHC fund model (possibly including heaith
cards) would be more 1ikely to generate high Tevels of
lTocal finance, conserve scarce management skiils,
compensate VHVs and be more cost-effective in service
provision than several single purpose funds.



It is a priority for the MOPH to study how such multi-purpose funcs
can be encouraged; how new ones can be established where no PHC funas
exist, and how existing single purpose funds might be combined or linked
together to realize the benefits of multiple functions without
threatening the viapility of the successful single activities.

Health Card Funas are a major new initiative to influence and
structure rural household demand--to provide MCH anc EPI and other
preventive services and to rationalize referral patterns for treatment of
illness. The KCF is conceptually correct and innovative. The analysis
in Chapter 6, however, suggests that:

* the price of the card is too Tow
* unused cards shoulc not be renewable

* demand may Qﬁt heavy pressure on health centers and MOPH
hospitals !

* cost recovény may be reauced in district and provincial
hospitals /

* the dréﬁ discount will threaten drug fund viability
¥
* models which include higher priced cards and lower or
graduated benefits, and use preferential access to
low-interest Toans as incentives for non-use or low use of
the card lTook 1ike more viable alternatives.

It is a high priority for the MOPH to analyze these issues further
pefore health card funds as currently organized become widespread.

8. Implications for Urban Areas

The most important implication of the findings for urban areas is
that demand for medical care is increasing most rapidly there. As
household incomes go up and the causes of morbidity and mortality shift
more to accidents and degenerative diseases, demand for hospital services
will increase. In Bangkok and a few other cities the private sector is
able to provide first contact care and some secondary care. Where this
is the case, the public sector should encourage it, not try to duplicate
it. The concern should be with minimum standards, encouraging
competition, and cost containment. A major job of the MOPH and other
public providers in the cities is the provision of the secondary and
tertiary care which--with the exception of # few hospitals for the
wealthy in Bangkok--the private sector does not provide. Here the
priority will be cost containment ana cost recovery to finance increased
supply. As suggested in Chapter 3, fee structures in MUPH and other
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public nospitals snouic¢ be reviewed, and snoulc at & minimum
agifferentiate between private patients able tc¢ nay ana public employees
entitied to hospital services at subsidized rates as part of their
employee compensation.

A seconc¢ concern in urban areas is that families in the fringe areas
and slums of Bangkok and in jow incoms occupations in other cities are in
some ways worse off than rural families with respect to health services.
As was clear in Chapter 4, they are able to spend less for healtn care,
and spend as much or a greater proportion of it on drugs than many of
tneir rural counterparts. Low income families in the cities cannot
afford to use available private clinics for first-contact care. They
self-treat with darugs, or go to the out-patient departments of larae
public or charity hospitals--often distant ana always wit lons and
increasing waiting lines.

The average cost to these hospitals of attending to one out-patient
is estimated to be at Jeast 150 Baht. This is much more than a modest
private clinic woulc nnerge the same patient for a comparable visit. It
is thus a priority for the MOPK to analyze how an urban health insurance
or primary care voucher system might be structured to encourage use of
preventive services and enable first-contact curative care for the urban
pcor to be supplied mainly by the private sector.

9. Priorities for MOPK Policy and Further Study

Overall, then, there are three priorities for policy and analysis:

= viability and impact of heath card funcds: simulation and
testing of alternate mocels including multi-purpose models
with diversified income sources wnich 1ink togather
existing PHC funds.

* repricing and increased cost recovery in health centers,
and MOPH hospitals, and other public sector institutions.

* feasibility study and testing of models for an urban health
insurance or voucher system. :
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Appendix

Frice Level Adjiustments

Throughout this repor%, it is frequently noted that Baht figures have
peen adiusted for “price level", or "adjusted to 1983 Baht". This
adjustment is intendea to make expenditure figures comparable between
vears, so that changes in resources devoted to health care can be
evaluated aside from the effects of price inflation.

For adjusting health care costs and expenditures, the following medical
care price indices from the Department of Business Economics of the
Ministry of Commerce were used:

1678 1979 1980 1981 1982 1983

Banakok 100.4 115.8 164.1 178.8 183.3 186.3
Central 131.6 141.2 160.2 173.6 200.1 21¢€.8
Horth 11C. 8 114.0 118.7 131.4 143.4 148.0
Northeast 116.7 125.6 141.7 1586.4 161.8 174.2
South 103.4 112.3 112.0 123.3 134.8 136.9
Kingdom 112.9 12C.¢ 152.6 1€5.9 176.2 182.7

For adjusting income and non-health care consumption and expenditures,
the followinc ageneral price indices from the December 1983 Bank of
Thailand Quarterly Bulletin (Vol. 23, No. 4) were used:

1978 1678 1980 1981 1982 1583

Kingdom 116.1 127.6 152.7 172.1 181.1 167.9
Bangkok 117.° 130.0 155.9 176.8 186.3 192.6
Central 113.4 125.0 150.2 167.2 175.2 181.6
North 15.0 124.1 145.5 162.8 171.5 1€0.0
Northeast 114.0 123.3 146.9 1€E.1 178.2 188.2
South 113.6 125.2 14€.7 164.4 173.0 178.4

The recgional indices enable adjustment for interarea differences in price
cnange over time, but they do not enable adjustment for differences in
prices between regions as of the base year for the series, 1976.

A Baht figure is adjusted by multiplying it by the index for the year to
which is is being adjusted, then dividing the product by the index for
the year of the original figure. For example, a 1979 Southern Region
health care expenditure figure is adjusted to 1983 price levels by
multiplying it by 136.8/112.3.



