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SUMMARY OF BRIEFING ON HEALTH FINANCING
 

May 9, 1985
 

Purpose of the Briefing
 

For about a year 
there has been ii'formal discussion among
Bank, WHO, and AID cn the World
the long-terra economic and financial viabil'.tv
of the health sector in developinc 
countries. 
as This briefing was set
up an outgrowth of 
these discussions, as
dialogue and a means to maintain the
to develop closer cuordination in 
the three agencies'
activities in 
thi area. 
 It was intended 
to:
 

1. .
faciitate infcrmation sharing about views of 
health
financinc problems, approaches that have been used, and what
has been learn:i 
 rom those experiences;
 

2. develop a pian for 
future coordination and information
exchange, inciuding input 
to WHO's preparations 
for the upcoming General Assembly meeting which will 
focus on
financing Health for All.
 

Back-g round
 

Initially, the 
seve-e recurrent cost problems faced by many
ministries of health in developing countries drew the attention of
donors to 
the area of financi.g of the health sector. 
 As this
problem is explored, 
a complex situation emerges.
 
Many countries find themselves in 
the throes of deteriorating general
economic cond.itions, With 
national debt burdens
resources and reduced overall
plac-ng strong pressures on 
the government to
spending. National health budgets 

reduce
 
are especially vulnerable and have
een experiencing relative declines in 
tne proportion of the GN?
earmarked for health.
 

AID, WHO, and the 
World Bank are

health all focusing more attention on
financing issues 
through a range of mechanisms 
such as policy
dialogue, publications, country projects, identification of
as financing
a keynote issue for the World Health Assembly, etc. 
 The three
donors all recoanize increased donor coordination on financing issues
to be an important element for progress.
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WELCOMING REMARKS
 

JOHN' ERIKSSON
 

AGENCY FOR INTERNATIONAL DEVELOPMENT
 

After welcoming the representatives of the World Bank and WHO to 
the
 
meeting, Dr. Eriksson noted that the timing of 
this workshop is
 

particularly opportune.
 

At the same 
time that health budgets of donor agencies and LDC
 
governments 
are increasing, there is 
growing concern over 
the
 
cost-effectiveness of basic health programs. 
 Next year at this time, the
 
World Health Assembly will be directing its attention to questions of
 
-source allocation within the health sector. 
 We at AID are already being
 
asked to give greater priority to encouraging cost-recovery and cost
reduction in our health programs for several 
reasons:
 

-- neither donors 
nor LDCs have the 
resources 
- human or financial 

to invest in wasteful, inefficient, and inequitable health care
 

systems;
 

-3



-- 

-- 

-- 

people are already paying for personal health care; 
communities 
are
 
already investing in 
water, sanitation, and 
"drug store" schemes to
 
improve local 
health conditions. 
 It would be foolish not 
to take 

advantage of the motivation and willingness that is already there 

to take responsibility for personal health care; 

-- there is a subtle reluctance to tackle some of 
the most difficult
 

health problems in LDCs 
as long as 
the basic service delivery is
 

seen as wasteful and 
inefficient.
 

in its health policy, AID has stressed, as an initial step,
 
examination of health policies and practi2es in the particular country and
 
the effects these may have 
on the economic and financial viabilitv cf
 
health programs. Some of 
the barriers commonly found 
include the 

following: 

-- a commitment to provide free health services for all,
 
-- a willingness to 
expand existing health programs at a rate that is 

far beyonM the government's management and financial capacity; 
-- failure to allocate limited public sector funds 
efficiently between
 

urban and rural health programs;
 

failure to acknowledge and take advantage of the 
important role
 

played by private sector health 
care providers and private
 

resources;
 

restrictive regulations and licensing requirements that discourage
 

use of 
indigenous practitioners.
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With regard to costs, AID would encourage countries 
to look 
at tl.e
 
proportior, of health costs 
recovered by various mechanisms, 
 suc> asfees
 
and insurance. 
 The various cost-recovery avenues 
currently uses and 
an
 
appraisal of 
their potential 
as well as 
other alternatives For
 
cost-recovery ouqh':t to be analyzed. New mechanisms may be necd---- n4 

adition 
 to traditional fee-for-service payments, even in the area 
"f
 
preventive health. 
 Right now AID is struggling with 'this ccn-troE a! 
topic. 
 ;e are aski.ng ourselves (1) what kinds of in--,ve-{ o mioht be 
covered by 1oal contr~k.: ions of some 7orm, pernaps throur, omm.nitv 
:nanc al suDcc0rz no XiQ Vdu--,a cover ae o costs, and (2) a;

s.a.e.in th....o ser-vices these -,,e:na't-sms 2102: ..,7 . ,. 
Ce 

e.. S Mnt.roduced C. 
For ex-am-I .e.a... Insurance schemesees m, v co-orate
 

where record keeCinO 
 and ino -zstmson are functionalc t most
 
dCve _ _-
 countries 
 nowe"r, 
 C-ithcooera-i's and othe- . tive
 
communitx-based finanoln 
 schees may be necessary AID is :Dea.E to
 
assist countries 
 to document health e,=Xpen.ziUre paters an. g.vernment
 
and private 
 financing an, :o .,x-erimern with alternative financin 

schemes.
 

Aohr:cuestion we are 
discussing, particularly 
as a result cf 
 I-.D's
 
commitment of substantial 
funds 
to child urvival 
 -rams, 
is "ether
 
azoroaches t-hat stress only 
one or t,.o interventions 
are less cos'x,' in 
terms of the health infrastructure reauired than multi-intervention
systems. How do the financing implications of 
these 
two systems compare?
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Is there a strategic sequence to 
introduce health intierventions that would
 

eventually lead to 
a more multi-faceted system over 
time and be
 

financially viable?
 

We at AID feel fortunate to have the considerable expertise
 

represented here with us 
in order to explore these issues in 
a greater
 

depth, which have only been touched on in 
a general way in this welcoming
 

introduction.
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GENERAL INTRODUCTION TO FINANCING ISSUES
 

DAVID DE FERRANTI
 

WORLD BANK
 

What the problem is
 

There are 
three basic dimensions 
to
revenue mobilizatc,, efficiency, 
the health financina mrobier:

and equity. in our diaocu wi 

con tries, 
donor s should be 
4n erested in mak.n overnments are off
 
these other issues -- ecuitv and 
efficiency 
-- besides just
-evenueaisir- There are lots off o;ions in addition to,ees or in place o:,collected at covernment faclts 
 Donord over
..... .
~~e. .. ... andgo nments need to
 
pay attention to these other options because there is 
a 
lot more going on
 
tne, just a transaction between a government provider and 
users (who nay

taxes or fees) 
 it wouldbe 
a mistake t 
 cncentrate on 
onlY one ooi,
 
ignoring what is 
going on 
in the other dimensions. 

The revenue mobilzatilon 
issue refers to 
the perceived inability 
or
 
ailure of 
a government to 
raise enough revenue 
to meet perceived needs.
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Efficiency has two different aspects: 
 operaticn:.l efficienc :
 
to getting the 
most product in quantity and Quality :rCm the 
resources
 

available, and allocative efficiencv refers 
to the distribution of
 

resources.according to 
the needs-- where they would have 
 e most net
 

social 
benefit-. Alocative efficiency _Js a -cen-r 
 actor in.the health
 

financing situation.
 

Equity is concerned with how 
cos- recovery schemes would affect the 
poor, and how other policies, such as free care, can have disadvantages
 

for certain parts of the population (i.e. 
when "free care" results in some 
care for oart o: t.e ppul ation and no care for the rest) 

Several alternative, approaches are listed in the handout. (See below 

2or 
list of ontions or See attachment I for complete handout.) 
 I will 

comment briefly on each one and then address the cption of fees more 

extensive lv. 
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OPTIONS
 

1. Change the 
level of government soendinq 
on health services, through:
 
i. adjustina health's share of total public expenditure, and/or 

ii. raising or lowering total l
ex- editure.
 

2. Revise the level 
or content of 
external assistance.
 

3. Use the resources alreadv available tn e health sector more 
efficiently (e.g. immrcve, -he alocati{- of resource d s,_e...hen 

in.stitutions)
 

--rlu-czLesrrDf:4. public subsidies, as manifes -ed n 

u 
 a_ 1c t!-ons t:o ublic hea 
h facilities;
 

ii. grants and rth='7 support :o p:iv=ie and cues.-ub!lc 

- e. . ofe1. z in the costs heal th se i-o".u h a 
.... -.. es inp- c- such as 

crug orces or medical staff salaries.
 
5. Adopt new policies cn "risk coveraTe" (social insurance, employer 

health c omun.iv-based pre-paid plans, HOs)-lans, 


6. Alter the orzanizational makeup of the sector (e.g. , change the 

public/orivate mix)
 

7. zxoamd 
orcontract activities in other sectors 
that fect -- lth 
conditionls (e.g., increase investment in water supplv anC sanitation 
in lieu of 
or in addition to 
extending health facilities).
 

S. Reorient health sectorcoals to conform to 
resource limitations (e.g.,
 

reduce targets for 
facility contruction).
 

9. Improve the pricin7 of services. 
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COMMENTS
 

(1 and 2) To think of 
increasing government expenditures on health o:
 
increasing external assistance is probably dreaming. Few countries are
 
going to solve 
their problems by these 
means. These are 
probably not
 

viable long-term solutions.
 

(3) Better 
use of the resources at 
hand should always be done, as
 

another option.
 

(4) Alterinq the 
structure of public subsidies, that 
is, how to
 
reimburse oroviders 
 and The exten: they are subsidized, is another
 
option. Probably this 
 set o: oDtions has not been addressed with the
 
attention it requires. Examples of 
approaches 
are diagnostic related
 
groups 
(DRGs) , reimbursement on 
actual or 
average cost, and capitation.
 
Questions on relationships among providers, users, gcvernment, and
 
insurance intermediaries need attention.
 

(5) Risk coverage is an important area to review for financing of 
health care.
 

(6) The orcanizational make-up of the sector, although complex and
 

controversial, should be considered.
 

(7) On 
a pragmatic basis, activities in other sectors don't give 
us
 
immediate options 
that are going to 
produce major changes, but they must
 
be kept in mind. in some countries, they may arise as 
a better solution
 
than pouring money into the health sector and concentrating on 
fees.
 
Donors 
may need to become more modest about what 
can be accomplished.
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Fees 

There is 
a growing parception in 
many quarters 
(both donors an6
 
country governments) 
that government systems 
that do not 
have fees now
 
should have 
them and some, which do have 
 hem, need to set them higher.
 
There seem to 
be 
two views about what can be expected in 
terms ot
 
additional 
revenue generation using fees and how high fees 
should go. The
 
first is that fees should be small, 
nominal amounts and that they won't
 
contribute much 
to cost recovery. The second view is 
that fees should be
 
set at levels consistent with basic ec nomic Orinciles (i., nal 
cost pricing, which 3enerall9 im: 4ie s hlher fees) ad t: f- s should
 
make a subst anti I a co-tribution 
 to cost recovery. ur conclusion is 
that, 2f you hedo *basC,economics right, both approaches .,'il 1 in the end 
probably come pretty close to the same results. We feel that the first 
view probably will be more nearly correct, that is, fees should exist,
 
they will crobably modest, 
 and they will not contribute much to cost
 

recovery.
 

By doing the economics -ghI T mean that you start f om marcinl cost
 
pricing but recognize socal benefits and costs 
rather than private
 
benefits and costs. 
Marginal costs refer to the, additional cost at the
 
margi -an ac 
 .a0 1 unit of ser.ice,=nd it wib 
 s an t eh
 
average cost In 
cases where tnere are scaled economies and/or large fixed 

costs.
 

Thus, 
fees won't be the great solution. Fees will 
make some impact,
 
and they will deter overutilization. That in 
turn will free up some
 
resources 
for use elsewhere and add a little revenue, but it won't relieve
 
the great discrecancy between funds coming in 
and funds that have 
to be
 
spent. Thus, 
the options of 
risk coverage, the structure of 
public
 
subsidies, and the private sector are 
probably the things 
to look into.
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DISCUSSION
 

Questions 
were asked about the role of educationa. activities as a
 
cost-saving measure, the possibility of setting fees higher than the
 

available 'data on costs might suggest, and 
setting fees for different
 

types of services.
 

Dr. de Ferranti said:
 

With regard to public 
health education, I do not 
feel confident about
 

the achievements of 
such programs and their cost-benefit ootential because
 

conveyina the desired changes in 
knowledge, attitudes, and practice is
 

difficult. :ut, if it were possible to 
do so, educational procrams offer
 

the possibility of 
treen.us savings.
 

"Doing the economics 'rights" in develozing coutiess 
 di il . 
Rather than setting 
fees higher than would be justified, if the social and
 

public goods aspects of 
the services provided are taken fully into
 

account, just in order 
to be able to provide those services at all, it
 
would be preferable 
 to make a good guess as 
to where the fees ought to
 
be, taking into account the externalities and not biasing them high 
or
 

low. Setting fees at a level 
believed to be 
too high would introduce more
 
distortion into an 
already distorted situation and make 
it harder to move 

the system toward efficiency and equity. 

In setting fees, distinctions need to be drawn between Curative and
 

preventive services. Basically the cost recovery problem relates 
to
 
curative care. Pragmatically, countries concentrate first on getting the
 

policy right on curative care before tackling the preventive side, which
 

involves a number of tricky issues.
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One might want to chance fees for outpatient visits, 
which are essentially
 
curative, and not charge for 
immunizations on 
the basis of several
 
principles. Similarly, in 
some cases fees ought 
to be negative, that is
 
incentives used, 
for 
reasons of c-rinciple.
 

Inherent 
in the problem of setting fees is 
the practical -ifficulty
in
 
obtaining the needed information on both public and private expenditures.
 
These data are 
needed to determine fees, 
and the esables 
 in 
the handout are guesses due -:o the poor qualitv 'nd inconrletenes of what 

data can be pieced tocether.
 

Whether a facility could generate 
 enough revenue fom fees to cover 
its costs would depend on the type of facility and the servIces offered. 

the f:ew .abehspcianzgd hosDita s, which eDrovscci a Ize care 
for a relatively small 
number of people, ought to 
be parasza-ai oerat-ions
 
and finance themselves. 
 But basic district hospital s, which usually 
have
 
a small number of be s and 
may be 
the only level of service for 
the
 
population abOve the 
health post, 
can hardly be expected to recover all
 

their costs 
from fees.
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PRESENTATIONS ON EACH DONOR AGENCY'S ACTIVITIES IN HEALTH CARE FINANCING
 

MICHAEL MILLS
 

WORLD BANK
 

Mr. 
Mills spoke first about the Bank's policy on financing recurrent
 
costs and then made 
some personal observations on 
che comDlex, real-life
 

situation and problems that arise and how to 
be pragmatic about these
 

things in the real-life context.
 

The problem of recurrent costs 
is basically that there 
are
 

insufficient recurrent budgets to maintain capital investmenits. 
 The
 
Bank's policy can be considered at three levels: economic and sector work, 
project design, and lending policy. Sector work is 
increasingly
 

addressing these 
sorts of 
economic and financial questions in the 
macroeconomic context and individual sectors. 
 The question of cost
 
recovery also 
comes into the design and 
selection of appropriate
 

projects, in which we 
try 
to minimize incremental recurrent costs, get

cost 
savings when possible, and identify increased sources 
of finance.
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There are 
two cases 
in which2 
the Bank finances recurrent 
cos-s of 
health projects in its lending policy. The fir ase is when there is a 
serious shorage of budget resources 
for recurrent expenditure -inancing,
 
but steps are being tak.:en to make adjustments, and the-e is a plan to take 
over the costs as -,,e -Ias an 
acceptabe -olicy framework. These
 
qualifications may be siml 
ar to AID's _our points put 
out last year. The 
develonmezit icac of s recurrent costs should be 
larger than
 
financinc simc lv 
the deve'opment side itself. 

The second case 
is .hen specific recurrent e>:zendIZUr re S
..... 
 .es 

ror 
 suc ess 
 f the Pro.ct, and S c, Bank inancinc is neeed to be
 

sure funds are avail-], onohe ... project maY be somethin- o-nnovative 
new, and of 'igh orioritv. It is likely to be an e:mipelot t Q
project, .tor
e.c. a %r' pro-am.nome Such ban'- financino wou normally 
be done 'n a lo;.-income country aon declinin basis as the colnry takes 
over costs. An example is 
Pakistan's poculat-ior project, 
,n ch the 3ank
 

cofinanced with USAID.
 

The problems that 
arise include definitional issues, excepti - _n 
cofinanin 
situations, 
actual a.inistrative im lementaton of f"nding
 
recurrent costs 
on a declinina basis, and t he aarietv of countries 

involved.
 

First, the definitional issues: what are meant by recurrent costs and 
by incremental? 
With regard to recurrent costs, 
one can 
take a broad or
 
narrow definition. 
 The 
narrow extreme is: 
capital is infrastructure, that
 
is, 
the Bank makes a bia investment, which is done quicklv and 
should not
 
include salaries. 
 The other extreme is that all parts 
are capital
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,(including human capital). 
There is 
a whole range in-between that may or 
may not be 
recurrent exmenditures.
 

Deciding if items 
are capital or recurrent 
is not ajways easv. 
 %arv
-ng ju-stifcations have been given to include or exclude a certain item as
 

a capital ihvestment in different projects. 
 Three e:xam. !es 
can oe civen:
 
I. innovative activities, such 
as support to ncn-governmerta1
 

organizations, 
may be r2garded as 
a capit-d expenditure, but 
in
 
fact the 
funds may be going towards suoort of 
recurrent-tyce
 

operations.
 

2. revolving fund for drug supplies 
-- setting it uC is a c~Mitai
 

expense but then 
it continues 
in a "recurrent" 
:av.
 
3. consumables 
-- e.;., contraceptives, new stocks of drugs, 

(especially re' abiiitating existing services and puttingI 
 in new
 

stocks of drugs)•
 

The second definizionai problem is 
what is 
mean: by incremental.
 
incremental 
assumes 
that you know what would happen if you didn't have the
 
project, but 
there may be cuescions about that, 
too. For example, a 
project may be intended -o strencthen t',e existingo health system and more 
intens-ve use of vehicles is needed. 
 Woudthe extra 
cos of rnnin
 

those vEhicles be considered a capital expense?
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Bank policies on 
financing recurrent costs can differ when the Bank
 
itself is financing a project and when cofinancjnc; s ;nvo~ved. The Bank 

policy may aKlynot to what other donors finance (they may be paying for 
recurrent costs 
in their part of 
the cofinancing of 
a proc--t). Bank 
policy implies 
the funding of Incremental recurrent costs on a declining
 
basis, but there may be administrative reasons 
why that is not
 
appropriate. 
 it is verV hard to find out how much has been spent on
 
those items and 
the percentage of all 
costs that are recurrent.
 

In some case, 
 the Bank follows 
a dif-erent a proach on; 4 
t
 
only certain costc, 
:or =he length of 
the proiect, but 
none of tlhe other 
ones; another is 
to funo all recurrent costs 
for a shorter time.
 

Finally, the differen-
 types of ccuntries one 
is dealing with may

require different approaches. Some countries don't wa-
 to fund recurrent 
costs through ,,orld Bank oans, dependinq on the interest rate. (TDA 
loans have 
a lower interest rate 
than IBRD loans). For 
the worst off
 
countries, both basic and 
incremental 
recurrent costs 
need to be funded,
 
because of their difficult, extreme, and important situations, and such
 

costs probably will be 
funded through projects for 
some time.
 
Such situations point to 
the issue of 
donor coordination. Under

writing the basic 
recurrent 
costs of a program requi res s-rong donor co
ordination, 
a clear understanding among them about what is being done, and
 
perhaps 
even collective responsibility, because providing such funds could
 
create dependency and questions about what happens 
at the end of the
 
program. Donors also need 
to 
identify those countries that, for 
the
 
foreseeable future, 
are unlikely to be able 
to afford to 
run those
 
services regarded 
as 
critical to its socioeconomic development.
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HOWARD BARNUM 

WORLD BANK 

This presentation will focus 
on the question of 
resource allocation
 
and on 
the need for financial 
planning and management. I will with
start 

the proposition that 
resources are 
allocated correctly when the mar~inal
 
benefit of 
the 
last dollar spent in each project is 
roughly equivalent.
 
That implies that 
the marginal benefit, the additional value 
to society of
 
the last dollar spent 
on development capital expenditures, 43uld be 
equal
 
to the last dollar soent 
on 
recurrent excenditures, z ovAdinq we properto 


pricing and 
many other provisos.
 

However, resources 
tend not to be allocated to maximize the value of
 
the allocation of 
resources. 
 Despite planned phasing out of 
iniLid
 
support of recurrent costs, 
an optimistic plan 
to phase out this 
support
 
over 
time leaves the country with a primary health care prog 
ram that it
 

really can't support.
 

Why do we continue 
to have white elephant projects when the problem 
is
 
so obvious? 
 Several 
reasons may be proposed. 
 it may be due to lack of
 
donor coordination. 
 But white elephants aren't always capital
 
expenditures for hospitals in urban areas; they may be 
training and
 
retraining of PHO workers whose 
attrition rates are 
very high, or payments
 
of incentives 
to get people to move 
into rural areas, etc.
 

Actually, the roots of the problem are complex and not 
so obvious.
 
First of all, ar.lysis from game theory might suggest that recipient
 
countries wish to keep donors uncoordinated; by doing 
so they can play one
 
donor off against the other, and so 
can get larger amounts of money for
 
politically attractive projects than they could otherwise. 
 Neither the
 
politically attractive projects 
nor the 
large volume of funds
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may be warranted in the big picture. 
 Possibly a coilusive solution, 
following game theory approach, of donor ccllaboration could be found to 

achieve some sort of 
control. Second, recurrent cost problems slit 
in, anc
 
we tend to overlook 
some of the subtle aspects of recurrent 
c:osts. 7or
 
examnle, mainaenance C:sts 
are often underes- d . The Dif osna
 

in Mocadishu is now in 
such a bad state of repair that they are
 
considering tearino 
it down and building a new This has
one. na penec
 
because recurrent costs notwer taken care of. Third, the 2::,Dectdlv 
high cost of primary hralt e 2rorms has added to t e 
problem. The -se o 
 na zrro iateteohntlo.ies is still another
,oolem
 

.oaia
in L new .. cutiial factory was recet. buit, but there is 
no one in t-he coun.r. . run the factorv, they- don' t have forel-a. exo'an e 
to buy t:he ius, ano they don't have either th.e faci 1 tv tc,
 
-rain pecple, to run 
 aeactory or the apropriate enciine:- s,e.. r.... 


Recurrent costs notare coordinated wi a coherent clani r b 
ace-ate Rcurrent_manacement.costs of planned crojec-t are 
not gathered toet-ner for a lan period and added to recurrent costs of 
services alread .: and then compared with the stream of potential
 

revenues.
 

it seems that rcular meetinos of donors 
 mav not be enough to solve
 

the tyoes of prolems tat- I have 
 just identied.
 

So what are some or _
the possible solution
 The solution for donor
 
coordination and plannin;
- for recurrent costs 
does not lie totally within
 
the domain of 
the donors. Developinz countries "t-hemselves need to develoo 
procedures and the capacity for financialann, manaement,.1 . aa an- - Mann n nc a a e e t 


analysis; 
then donor discipline follows that. 
Thus, the focus of donor
 

coordination would then fall 
onto the government; 
it can't come solely
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from meetings like 
this and donor interaction. 
 Recent sector wcr 
 an
 
projects have been trying 
to build in the develooment of such capacity.
 
am not sure we 
can "move in" 
fast enough to 
meet the problem, however.
 

Long-range, medium term, and annual 
plans related to health financing
 
are needed. 
 r,;e need onaterm clanning for health 
secto
terms of diseases, >CH/FP, types 
of delivery systems, 
ano ur.an/rurai
 
needs. We 
need Medium term 
(3-5 year) plans with geogrash>.icala
 
functional distributions of program expenditures and the recurr0n: 
cost 
implications of camitaL expendifu'rs Priorities, incui what o ct
 
first should be inlded 
 and the clan shou-L: be uoda ed on an annual
 
basis, consistent with 
 the lono-term strategy. ?inallv, we also need an
 
annual clan, 
 includig estimated revenues for the cominq y.ar in 
accordance with the medium-term and lona-term clans.
 

i t ' r c_ to financial management, 
 there need to be modifications to 
how countries hardle revenue and expenditure data. 3-ce tino and
 
accountino are 
usuall two separate sections in ministries; -his makes it 
very diffiu_ _: oota.n and anal"-z e.oendit,,r and buda t data.
 
major proble, 
is that, commony, both a development ano c reo,,a budcet
 
exist; 
both contain cacital a Cu cosr srre-t s. Srting o L: S 
is not s .ts. .
 b e c- --,r.es are ;no no,,'ion,-
 n 
ful -- often they' are onlY higl aggregated I IteMs. cnItUreC 
need to be identified byI function because rL_ recurrent c
-u cost icap i ta, 
re u r n 
 at os
 
etc. for various functions are uite di-fferent. 
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In conclusion, 
 erhaps donor coordination from the Courtry is
 
Soluti-*on, with an ..
ropiate reforms 
in pianning and 
financial management.

Donors need 
to assist countries to 
buld managemet and financial
 

accountinq capacity b
,efore providing other 
loan sup-port. Perhaps there
 
could be 
 donor collusion
some to press for 
this reform, and countries wil
 
be better off for it 
five years or so from now.
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DISCUSSION
 

Comments centered around cost-benefit analysis and recurrent costs.
 

Michael Mills observed that:
 

the benefit side for health projects sometimes ends up beinc credited 
to
 
another sector rather than to health. 
 Onchocerciasis control 
orograms,
 
for example, tend to be t.hought of in terms of :.Eires of land broucht under 
cultivation rather than 
nersons 
saved from blindness 
and loss of income
 

ceto bindness. 
FUrthemore, some develooment rc-ects result In 
health
 
Coszs-- or example, irroga ton projects and factories, which poIlute the 
environment,--that may not be accounted 
for in cost-benefit analysis of
 
these projects. But awareness of these costs and benefits has led to the 
channeling of 
more resources 
into the health sector.
 

In response, it wab noted that for example the Ban: has financed 
river-blindness projects 
that are ac-tually 
recurrent cost programs. 
 So,
 
all the problems that have been brought up in 
this meeting have been faced
 
in projects like that, and the Bank will continue to 
fund such proiects.
 

would estimate that roughlv 10 to 20% of nthe total healt resources 

in health projects were 
out into recurrent costs.
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Exceptions would be very large 	projects, such 
as Bangladesh, wnere
 
recurrent cost would be 
a higher percentage. Thus, there is a big
 

variance in the percentage among the differen: 
projects. 

Recurrent cost financing is 
likely to increase in the coming years.
 
As more countries will 
have built their basic health infrastructure
 

through caitas, 
 the programs that will 
be devel-oped for
 
financic -1 become morcre service-delivery oriented, ad tu s moe
 
recurrent-cost intensive. In -inancinc recurrent 
 cos s, one 'has to be
 
certain (at leas imlici 
 snce It is so hard to cuantify) that -he 

impact from thatre ould be greater tan from fundina more
 

Convent onala: t..s 
 o .....e1viomont a Ctiv ty. 

David 	 de F'erranti comnt
 

of
Even though the ot::iCUlt'valuing things in cost-benefit analysis 

is not going to be solved soon, we should not give uc entirey. 

Cost-benefit analysis is 
all right for vry large udertak:gs where it is 
Sossibie for scmeone to the to thetake time do necessary sensitivity 
analysis. 
 However, for ongoing decion...making, when one already has an
 
objective, cost-effectiveness analysisSI useful 
 to tell which is the
 
least-cost way to that
achieve objective. 7n China, for example, it is
 
being used to dec ide 
whether they will use freeze-d r v -

immunization program.
 

Denning pointed out that:
 

The practical Question of 
how health services will be financed in the
 
coming period may be more 
of a concern than the benefit and value of
 

health services. There is 
a stark contrast between middle-income and
 

poorer countries in what is practically feasible. 
 In the middle-income
 

countries there 
are economic prospects for growth, albeit with
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difficulties and 
the need to 
make 9reat adjustments still, but 
at least
 
technical answers 
to heal:> financino problems can be envisioneJ. 
In the
 
poorer countries, there-t 
 have been declining per capita incomes 
oer the
 
last 10 or 15 years and neither we nor these countries seem te be 3ble to 
devise any clear growth paths, There are signs of disinteratu o' the 
public sector, but soime other sectors (such as public power 2omoa: >e) 

seem to be manacino better than health, which is essentially crirdln to a 
-alt without funds for fuel, salaries, and so on. It might be :pected 
that the situation in the public sector in these countries will become 

even more difficult in the years ahead.
 

-24



H. 'HELLBERG 

WO R-ZD HAT ORG ANI Z..A 
A,. 

hs;eeing,' :s"of~pa imT~portance' for WHO beas, i ae 

idni~dfinancing as, one of: "the~~o o~an~nipennP 
Helhfr 
T ic identification of 'this constrai nt comes as a resultl
 
oftemo 
 n evaluationiprcess, it g ives us a certain authoItiy2 

Y-and leg'itmizes our efforts ,n this area. We recognize that WHO is weak 
n ~erm-~fexpertise in 'this, ar'ea as our ersnaineetdyb
 

_,two consultants and apu~
oeneralis
'heath gee
_Ubli t2llustrates. WHri
WOi 
ge'ing-ivoledin different ways'and Ioo'ks forward to collaboration wih
 

ly2:-e
agencies here and others as 
well. 
 2 
The first 
line of action by WHO is -0odemonstrate the Prirt 
aYnd
 

'rgency of-C -ssueih by. giving' it visibliY. Regional committees 

Ilhave this 1subject on their agendas this 

A,1
 

al ou'ti en'Peae
fall 
 AA doumn 
 isb ir
 

.L.or: .he Execu,,ive, Board mneeting in January 1986. and-then~it will go~to 

the Wo 1ld Ileallth Assemrnbly in' 1l986. Th'c l -ns
The ay 1987 tcnaldiscussion
focus On thes as e mayAs a result of these actions to draw I
 
~attntionI c)oz 2nancingL, W 
 tris 
 ill deal seriul
 

ee 1 gcu 1 
itt~~hese matters.:4VI'~ 

rosl 


I 

The seodline oLf WO action i's dirc ppr t ouiies for
 

log~er 
 ad edi ,7-term' planning. .' The Health for.Allst states
 
,that clount ri'es 
should, have alfinancial master pl1an describing-whatt-They 

Aa-e going to do how- much 1 it is go ing to cost, and h , 

n e3t oovercome.its'-tendency1 toi rro theld e e o i
'v 'IV
 
weaknesses i~n 
 this'-area - -t 10 I,'>-

te~d- '-The5'&fOfine s' to ma er a 'ithe- t4w- go in-0& 2
 
dcu me n ts "or Ou-r gvernin bodies. 1 These' 
 11 flc Iud ca~etd~
 

and.,don I". 
 etc. 'The recurrent cost-
issu~e son
s one t-hat 'Wi Ir cie
 

aeni-n,/ !Dut iisao
4 Part ofa much larger,pictureicudgolc
 
l ar 
 -i c'414
 



analysis to the 
"echnoloc 
of orogram budcetIng, Fcr example others
 
mentioned earlier, the whole line budget mess 
in many countries that makes
 
it impossible to 
know how much you are 
spending on what.
 

As part of t.is infcrmationa athe-_-
n process, we want to make an
 
inventor 
and assessmen: of 
financin technology. What is the technology 
in this area? How are we using or not using it. 
 Who is working on it?
 
What else do we 
need? There are 
technolog7ies that we still need to 
develop for application in 
the poorest countries, the not-so-Door,
 

intermediate countries, and 
so on.
 

WHO sees a nee. tc strenqt'en coun-rv .i 
 try in the health s,--tor, so 
that te healh ministry can be a ser.ous partner inintersectoral
 
discussions 
 about resource utilizatior intended to rcuit in oos-itle
 
health outcomes. 
 We would start w.ith the ministries cf finance and
 
planninc departments, but then work with the social welfare, aricul ture-, 
education, and ot-er ministries, also.
{rnate se co We need to learn more aboutanc -o~:,  n e edo mo r o 
S-ntersectora actIo and -to "n a common language so ma'.' overcomewe 

-obstacles to serious multiectoral action. So far, 
efforts have been
 
isolated. 
 We need to devclo2 a svs -emat c process to 
support countries
 
over 
a number of years, carefullv cefining our 
roles in that crocess. 

The fourth area fcr action is trainin.C 
 We %culd like to 
look at
 
-'-existino institutions, icluclinc schools of oublic health, 

--the need for 
new courses, and
 

--different lengths of study.
 

For example, the London School of 
Economics and 
the London School of
 
Hygiene and Tropical Medicine are 
starting a new course 
in health planning
 
and financing, an attemct at 
integrating 
the issues. We want to look at
 
how health economics and financing are 
taught. Reognizing that 
there are
 
many schools of thought in this 
area, what changes ought to be made?
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The develooment community, in 
general, and countries, too, r:e'd to
 
counteract the "deveiotment defeatism", 
tha' Pervade ds ions ano
 
action in develoo.ment 
 these days and influences our consideration of
 
health financino as ;,'el. Always 
 emhasinina comprehensiv7 clvelooment a
 
the a.,roach to ake sust as inoesirable as pursuint isol-ed ver-ical 
development. To get away from ei-her/or thinking, it miht be better to
 
have a basic master clan, 
that would initially include the strauecLO
 
n.oduct.on. of 
.erta programs and 
then build on them incremental>y.
 

This would result, in the end, in a comnre:-~nsive rccess Such thinking
 

would inject 
a note o: realism i:?to both devloomno dIsCu sons an the
 
develozment process. 
 would also help in c*opzi n th the enulum
 
swings of Po.icy , to use them to advantage in -'e conte:t of a miaster 
olan. This type cf thinkina would, in addition, h _p us to get away from 
the tendencv to respond to {solated events and crisis situations and to
 
shy awa,:'from the difficulties 
of long-term development.
 

1e feel that countries 
 can use their commitment to Health for All to
 
give them a more prospective outlook. We have seen 
 iz work thiS way,
 
usually in countries which 
 are better off. Unfortunately, those countries 
who need this Ders-ective most are, however, 
least cacabl of usino Heal th 

for All this way.
 

The 
164 member countries represent a broad spectrum that might be
 
classed into three groups: 
 those who speak based on 
their experience,
 

those who speak based on 
their plans and dreams, and those who join the
 
bandwagon because everyone else is 
there. WHO is trying 
to widen the
 
first group. In each region WHO is 
looking at 
certain key Countries 'here
 
there happens to be 
a set of positive factors 
-- for example, :ood people
 

in the right place--
 to create examples and realistic success' stories.
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As a follow-up activity to 
this meeting, those of us 
here today could
 
probably agree 
on several of these contries where it 
might b wthwi.Al
 
to put in a special 
effort in economics and financing, WHO is ready to do
 
so and through its relationships with govern'.ments, WHO could improve tne 
receptivity to 
issues of tina:icing and improve country capabilities.
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BRIAN ABEL-SMITH
 

WORLD HEALTH ORGANIZATION
 

There are 
three important areas where all agencies 
are involved--ard
 
and for whtch exchange of 
information and cooperation are 
clearly
 
beneficial. 
 These are: training and 
education, data collectio-. and
 
analysis, and 
advice to 
countries.
 

1) We can do better 
a job about training courses if 
we do it
 
together rather than separately, so that we do not find
 
ourselves duplicating our 
efforts 
in one country. 

2) With regard to data, David de Ferranti has taKen the lead in 
this for lonca tie. Having withdrawn from this area i0 
years ago, WHO has to catch up, and its Statistical LDivision
 

is now taking this cn.
 

3) To be 
able to give guidance to countries about what is
 
reasonable for 
:hem to expect 
to be able to spend in 5 or 

years, 
we need to examine some basic questions, such as: have 
health expenditures gone uo or down since Health for All was 
announced?, how is public/private health expendIure related 
to 
per capita income?, do richer countries spend more?
 

We could set up mechanisms 
to exchange information that each agency 
has. 
 Some of the best information comes out of 
sector reviews. 
 WHO has
 
good information in 
3 CLU's. 
 By putting together studies 
as we come
 
across them, we 
could make 
use of them eventually.
 

I share David de Ferranti's view concerning the importance of
 
considering the range of options 
in advising countries on financing,
 
management, efficiency, equity, etc. 
 He pointed out that although it is
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important for donor agencies to 
think through the issue of recurrent 
costs, those 
amounts (and we are 
talking about perhaps 1-2% of total 
costs) won't pay 
for entire programs in 
5 or 15 years' t. urthermore
 

government's 
are proball not 7c o pay for th --1o
 
taxation; therefore, al 
 the financina oDtions e importan
 

In giving advice 
 to countries, there will be minimal diferen oes from 
what has beenm said here. Howe, It would usefua to et eea-oer 
know what missions 'z=.e learned about a country'ss -eferenoes and 

....-icng 
 approaches. Subsezuent misons couldthen, focus on the o:D- thefcuso hn which
C -- o the government has alreacv c,.-re-sed 
nterest and avid 

not be
 
We want all options tc 
be explored in 
the process of develnpin 
 a
 

master oI ar 
 -nanc
for he.ath otherwise the 
money wo 
't be there to
 
make progress towards eo-uUy, which 
is, azaer al, what Ilth for Al1 is
 

about.
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MARGARET THOMAS
 

WORLD HEALTH ORGANIZATION
 

There is a substantial body of research produce, by the Club de Sahel and
 
OECD; these documents are available to 
all the organizati 
 s here.
 
Furthermore, we 
are willing to assist in any study the organizations
 
represented here may put together. 
 OECD has investigated the 
idea of a
 
coefficient, a percentage for estimating what recurrent costs will 
be as a
 
percentage of capital expenditure.
 

At a Februarv meeting between WHO and AID, 
a study of the problems
 
related so recurrent costs 
of health sector projects in 
about 7 countries
 
was proposed. 
 Such a study would look at a mix of experience, and 

consider questions such as:
 

-- What procedures are countries using to estimate recurrent costs?
 

--How are 
they meeting recurrent costs?
 

--What was 
the experience of cost--sharing?
 
--What happens to 
the use of services when 
user charges are instituted
 

in countries? 

The effect of 
user charges on 
women in poor economies, who rarely have
 
control over 
income for 
themselves, particularly women in 
the subsistence
 
sector, 
should also be examined. 
 It would certainly not be desirable for
 
user charges to have 
a detrimental effect on 
the use 
of health services by
 

women. 

Another idea came
that out of that meeting was 
to 
produce a practical
 
document to assist those involved with policy-making and political
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S t udie san assessments
 

1'heS&T/H 
PRITECH project wchfcuses on ORT, has. develo ped an~
 
~RTpanning module, which identifiles 
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> to answering these questions4, to 
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diaou ,t* _ rivate sec-torQ 7~A 

our 1ISs1lo'r tperb6nhe1 'jdelnd wi th host c ounhtryloffic L' 

bas sl lo k peci fic,typesWe'o te 
 t of requests,) for~' ~kea. j~~
k 
n heal th aiifrs -insurance 'aasopening w,,edge to lae*(ser dsThno 0,

t nhe range of economic and financial issues.~ We can bring in- ;,tonsu itan 'L 
toasistlou missions, who do not normally have strong tra'ining or>
 
lbac.'ground 
in health econom'iLcs. f 


In 'th 
' 

Near East, for 'examp.1re, AID'has'been involvedinplc
 
~-;,~ilogue on 
fiacng and the priy'te sector 1role. Thishsocrei'~.
 

ci i a c 

I s h s

~Morocco after high-level directives 
o c 
 e M 

to all ministries 
-were issued o'
 
11reduce the ,,burden on government and t~o involve, t'he 
 etormr
 1<iae 


~~fully. Assistance in-'social marketing is being explored. 
' 

''In Zaire, AID is working with. priyate missonThoso1'tal 
 to ''ev l
 
a efiac'a 
ce , Th pivae se-or is m'ore 
vialblethe 

thspoin't thnthe publ~ic health svs"'em indeirngpimyhal!,ce
vies In Bolivia, cooperat'ives lare b einc' co.id~e asa L''t~natv
 

A 1e 
1 

e 'asanAt rn t
t&cI) publ~ic 'sector. delivery. I 
'V~7I 

A common thread 
running through these Projects 'sthe neec 
not only-to
 
'look at~the gvrmntlporabut 
 at the private'sector and the
 

""ballance betweer 
prvt and 
f'Ibli 
 Donent ,"_Z L~,-he'!overal~l h l 
syszem. 'ministries of
1 Health should reallyb a!:Ie,' todeal 1ithW.' pubij'7"
 

h~aA~ ~h~~~~Ia eI d n ~ r n i a l p o 
~ 

r 
 a 
 cu a ea
 
'II'~~~~~~i All 

1A'' I'll '''1-- 'l'AAAAA I 1''1' e' '.~f ancotase ow L h I' 
1' L 

71. 
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C 

-1 rc3an. cis V thiNeado z atj h *to 
Pu0 I IC-nriIv terc~b.

7 ~ o~ coorc~l aIon. .Thera 
sector orgnz~1rs and donors to help'-e'stab1i sh<.,an rg anz.a t$2'0' h":, 
Wo p makers in hea'ltbh 2.nancIng,' disusn aiift.t
 

s o~me stt:fdies o: PublI ic-private ventures.
 

sc 


4W4Anumnber of countries have eXp ress-,ed 'inter-est 


Iarqi naningalternatives 

in mecha Inisns such- asi-

HMO' other prepaym'en, schemes. AID has ozrovided assis-ne). 
<>cou4n-.tes-~such, as the Philjoojnes, 'Yemen, Tun' sia, Trevete~i 

f theLatin America/Caribbean regiodh 

ak 


SF inancia manaemet 

,AID has also~hel:hed address cos co -a rnnmd isa
 
CS t Amen- an- ca ma 

tehh.ncale nbea rocusC0; C~ assist.ance in- Dornnica, Hait' adi '?orcursY
 

Coc usion, V 
 ~ ~CV" 
In 
con 'luIson, we shar~e 'concer b u t "heCneedV o A Cmnn r o m~ io V p 

- rinai 119 Cissues -and Chow d if f 6ren.n anc~n bpr vi
 

s en g meoftheloplto' how rnucn governlmentsCand,. r va to- s 6c-or are~ 
r,eathfor ha,, and' so, f'orth, "WeC" re deeo)n~_, oeo 

IPrOects1 that should be onstream at tnh, end. of"'th - f'3.'sc' year-A(bV, 
CSeptember o. 198 5 These ~prio'jets help 

tsupport internatonall effrts Pr o qr es'sC:i th'eC
sustanao~l ~CC f~ c 'healthcst tve Asstems wiI-JCI 'reau' " e raea b Cdopor

coordi na o'. A,ID hoces"-0o Cconiu nancVhi 'ilgeo'ngan.;Io S 

- a n n i g snaringour ,-Ctivi-iCs c 113borativlyVI, i n 
t h h am o a e d', 4

' ' ~ A A 

CA -l- 'A ~ C PjV~A'~ 

"3Y 



DISCUSSION 

The Ma n question raised about the presentation on AID's health 
aci naciv q . s was how to rma.e In-ccrja on on the manv orojecs 

available. 

Most of the i.-frnacion presented 

marnn'.c~-o this meei.C. PIICOR is 

on the results cf their studie, Some 

here 

exIeS 

owhc 

had not 

to 

are 

been 

s 

assembled prior to 

Lisseminao-in'ormation 

beCiino 

cTf e~d 
 A- nfT °, e s,.'! he1atarI s hairewh -a-- s-s asoAID wi ll1share w'- . . .... . nc arem ~ .noo t o o ~ w : n t e c n l s 
1fnoniace, AD coul esash an or°na:Ion: center "'h c
 

gahe ource mt= is at la onr; rocts Ever withn A.1D 10 1SL 
har4 to know what ossible wIndows are ooeninc :or sC:i--ic t... of 

i -i
f fact1v es in the -narv narts ) 
 .. r,,:v
 

To the list of ApD nrojects presented in Table 1, more were added:
 
research by John Aiken in 
Thailand, Jamaica, 
and the Philippines,
 

cost--rice resconsa 
veness in healh and 
inccme f lastici-ies, an- re n 
some other similar work, perhaps in Thailand an -a - amily 

planning.
 

-40



Qr4-- n, 

He~bFiz)71ciin2 /Ctrtz' F.U~ R ~ 

Saj ~ti ies in Health 1F'i r~,b ~ 

_______________ I ~rea'u -

I' ~~~~~~ ~ ~34 ~ 2e 2a___________________ 

' I o34 3zUcl44 s U 'vpS 
331 33~ 

lie~~~a1Ecudor exeicrsad~a
 

an'in uri -at. 

i s 

eme"t/I's C J1aim 3B' 
'''''1 

*'3 

_ II 1ca 

S3, ta Rd a 

.A 4313.34"; 

Ie''.3.' 
3 

4 
3 3 

< 
, 

ys~~3 is O'F_ 

Ase.zeh s .1 - I 

3.4 

I n )'33A7 
(costctudir(S 

Va.. 

4~~~~E. '3vado. . . . . . . .. )S.... 

or~~~~~~~~~~~~~~~~ea.(ie 
O44 A ses~cs ~~r C~ra 

13~~ZJljj 

I3 ~~~~~~~~~1 13 

11'Y 4"C 

1 SJ~ 
'> ~" 

31*'' 3 II 

Z1<. ca re-' :ve 

&~~n~.CsusUi~X~aa~yo 
s~di~s~ t1 r .>l31..~.4I., 

cas e" s4,3 i dAy)~,' 1 
" 

se_ t4C asses33aav-o 
~ ~ a sp7II sIl1 

t: 
' 

ge 

.33 

i41i fo 

f3' 

I3 

s 

1.33lvng 

re is 

, 3 
-1ae 1,i~ ,,,,Il, 

r ci m1" 4D 
I'~~~~3,<3 

31r 

1 

1 

za 

,'''s 

Domni-a 

.<.lam 

z 

(dug 

4: 

e''". 

.,, 

Ha1 

a 

-M31 
e.1, 

j( 

,z a4 

S 

e 

3 

C 

f4 

3 

3~~~~~~ ,r,3 

3 . 3 3 .I. 1' " 3 '' 4 ,' 

.,.. 

3 " "' 'l'. 

. 

'I 3 l'3 3 3 11 ] " 3 "'~ '' : 7 A " - L , ~'j <31 

-ial~ 

3 1 1.3J r. 

(Siffe 

a 

'fianin 

1 

1 

3 

<3"' < . .~I 4 d J ~ 
11 

UY Yr'h , 4 

Ok 14l 6'a "I z 



-2-


Health FinrcL-cr CctiCerr/St-rateggy PRICOR Regzicnal Burezus 

(bi-laCteral 3rczr~s) 

Staff ccIxcersar-icm Haiti (-analysis) Sen-. al1 
Niger (seLf:t-suDport~jng \ -i: 
Ilau:itarnio (se.IF-supportir, 

L-esc ho 

?rivate-sector .focusZar 

J.-maica 
brcco 

HorKH.ras 

La-tim eic/abea
Peru 
&1rgenlstock Initiat-ve 

(NIeL;-ar last) 

ezc 

uixed Finri Sc n 

Bolivia 
Brazil 

Raz 
Phili~oires 

'repayment capi taticQFseroCrbencu~e 

ealth Insurance-privateEuar(tTchCOD 
R.aiti (ooeratica reseach ) 

2gicr,-aI, 
stuaies 

na-icmal beal tb irTjrEOe-
Janaicap 

Jordan 

C~S (interest in) 

Egypt 
Latin A-rica/Caribbe-a 

Philippines 
brocco 

Turkey 
TuDis ia 

Pea: 

Latin Amrica/Caribb~e~ag: 

tallocatjcrn (dialcgue) 
Hondu ras 
Peru 



Summary of General Discussion
 
In 
the final discussion period, 
there was 
general consensus 
on the
 

timeliness of 
this meeting and the readiness of all agencies present to
 
work together to make something useful happen with regard to health
 
financing. The priority WHO is giving to 
this issue was welcomed as 
a
 
positive development, and 
both AID and 
the World Bank stand ready to
 
support WHO's efforts and 
together take advantage of 
the momentum their
 
efforzs will 
create. 
 There was concern that uncoordinated efforts by
 
donors could result in collapse of 
some 
public and private health
 
institutions in 
a country because of the heavy demands donors sometimes
 
make on 
the small number of policymakers and key persons there.
 

The PAHO representative welcomed the possibility of 
strengthening
 
donor coordination in 
the area of financing. He cited 
a few examples in
 
the region where this has already proved useful with AID, the World Bank,
 
and the Inter-American Bank. 
 He thought the 
ILO should be added 
to the
 
list of donors. PAHO and 
ILO have worked together on strategies for
 
reorganization of health services in social 
security institutions. 
 PAHO
 
has also collected information from 7 countries and expects to complete 13
 
remaining countries in 
the next couple years. 
 PAHO would want to 
share
 
this 
information with other organizations.
 

Donor coordination was 
proposed for many different areas:
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- exchanging information about 
-

o education and training programs,
 

o reports on research and project results,
 

o data on 
oublic expenditures and health expenditures,
 

o projects and studies planned,
 

o upcomina missions to 
countries,
 

o completed missions,
 

- conducting studies of 
financing issues;
 

- establishing common "ground rules" about types of advice for
 

policy dialogue 
with country governments;
 

- communicating at 
the country level by representatives of the
 

various donor organizations;
 

assessino and developing training in 
financial management
 

and health economics to 
improve developing country capability; 

- preparing for 1987 World Health Assembly; 

- identifin tries for improvement of financial
 

management capability and 
for special focus on financial
 

issues.
 

It was 
felt that sharing information could be 
started right away on 
an
 
ad hoc basis by each agency without developing policies or planning a oig
 

meeting sometime in the future. 
 A person from each 
agency volunteered to
 
serve 
as their organization's "mailbox" for such information:
 

Anne Tinker, AID
 

Dr. Hellberg, WHO
 

Tony Measham, World Bank.
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There was 
a consensus amon7 those present that donors shoula orm 
consutative grouD on heIth -inanc n 7c oursue the other oints listd 
above, which would become items on the agend a for the group. 
The group agreed that s r s of donor coordiFnation should be done in 
stages. A small r out with r... r ..SD, ntaa -n,-,e f ,,pC,


j'o,. T an ..
n, Ban].,,, n 
perhaps 
 ECD, would 
met frst to 
draw ut so me mechnris andup
 
for the agenda. A certain 1,eree of 
informality at 
this state was thought 
desirable 
to facilitate 
a ac-on by the 
various 
orn
 

There 
was concer bout hose don 
 . ned 
 to be nvolved in
 
hsusdcSic s b....s e "fnnthey.r
eocts that carr heav 
 recUren
 

costs, sUch as h i-ta1 o,sonstrucion, thus addin to the bUren in 
countris and 
com icting t-
he 2r ob I ms. A1thouch1 it woul be D.e.ic a 
to involve 
marv particianors eventuallv, i was suaz'esce 
 that,ith
 
group were enlarged at an early staae, it -h get bogcczd down by the 
many factors that would come nstead,-ecidd i ,s that a
 

mixture of meetings of a small group wi-' 
an occasional larer -
Drove to be a better mecha7nim, °,.. l: z 5s found i'n its own experinc. 
Througn OECD, the groum would have an entry point into a wider ne-twork, 
which would include some other donors who are interested in heal h 
financing issues (e.o. CIDA, SiDA, the Germans). .'th.mcre, has 
links with many other oraanizations are-ady To the extent t .. can
 
get information from other groups, it will then share it with the Bank, 

AID, and OECD. 

WHO agreed to organize the subsequent: meeting within the next three
 
(3) months either in Washington or Geneva. 
WHO will need to know who will
 
represent each organization. 
 Both WHO and AID indicated 
they would rely
 
orettv heavily on consultants for their 
technical representa+--n.
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Some additional 
comments about possibie acend
a itpms should be noted.
 
Africa: 
 at several oints in 
che Mieeti.- he- f -C' c t...a1i n
 
African countries was 
raised. Dr Hellb:;- menied e n s ub on 
structu re 0'HOis insti:utina zhere, which could be used ro-r ..... andrC 


"- "' 
 :
studie s, tr - i i -i -,!anageme - ma ; : ' r.... . . nnti ",',-I n 
 I-; :- -D_aMi---.... 7,.

The three subregio-s w]I1I 
be West f -rca, (Cotcnou) , Central Af:ric
 
(Yaounde) , and Southern- Aica (Harare) 
. n addition o normalone 

c..ountry coordinators 

-'--
 will be a s,,1-.re icn:l c n 
suorecion z=e -'=v onent cenr/e
ewas .. veb,-.>..- ne'or. It 

e:S: .. an
u.. M: a e n4 
 , -Icail 

could be giv n 
 -t a-tention. 
 CanFroon 
 S a2 Zimbabwe were
 
mentioned specificallv.
 

Studies: 
 The wor' ino crouo could identi v a-eaS which research,
studies, or 
'Darticular 
 :i 'a.ies
should be recommended back :o: 
leadership of 
each member orcan--I
to- or otherise funded An acenda of
 
studies could evolve and both 
feed 
into the World Health Assembly an 
 co
 

beyond that.
 

Traininq: 
WHO would like 
to share information about three courses 
England, 
a new course in Australia, and proposals 
for France and
 

Colombia.
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The ain, coricern, was- "o I'exhn frai 
~ ~roma~in,~abou3. cah- agency'~s
 

weldc~~ s o~g~maxin fore are~a don~rcodn , 
recgni~edtha zh agncesagepcinc ma l, attach hS ~Me*ima0h,not, 


such coursesr but at jeast i-formationjand exPerieA'Ice- abou~t "traning 
 n 
health economisadfnaca
j'enL soulcsan
1 a~nncalmanaamn. 
scou b2 shared, 

-~th 
 ~- people razsed, the
 
~possibilit of coordination at 
 Lha -country, leveLI This couI dt &ake severa I 

Ia _~~rng. 2.norman.ao t u~poig missions, and projects and< 

~status of onCo:ng~p.r.o~ects for ,specific countr'ies, exchang..inq douhe't
 
a:Dout countrv "activities,,ietiyn 
 countries for coordina-e roam.
 

7(for exmole, in~ iJinaiic2al :ranage"ent) 
 sector work adsctr al s 
!tKwould!eepcalyuse fui -to determine Kin which countrie s more than~
 

one croanaization 
-ay bewrioobewr~ig louh eoi t-oi. -h sn~he saineI'p. .Atoa-

6fcoordination-cold S'-a 
 i2 e Ltl bv e' ng do m, -'-diectcona~c psrop'i
-,,, coulde d-mredirtmelv i echgency,.thbdnere and 

t SCM~~~~~~~~~~~~~~~~e~v4oid g ~t f ee l en ah ti v t J s n -- d b ro D 
 - o - e 
of>-pj- consultativ
group.CV
 

http:group.CV
http:2.norman.ao


It was suggested that 
a simoe way to get started on this work would be to 
draw up a 
 countries, r, seist 0: c 3cosed missions to includin. j -m

Mlssl ).,ls n gS .... es and 
poss ibi1 da es for c u auDion Projec -s ccoin uD 17 the next e,.- yearscould also be shared. Doino :.st now would mak-e i t" eidm whrethrmgh:d-sbe overlap-he: o1 Stetsb-
 c e to tombine the 

teams for the two organz..ioms, so tha r IS 
once, or, when c-v one o ircanzai cn 7- a n a a 
country, to I.c- .ud.s.... tI oher relevant orgni.zaions
 
on 
the team. Right nos inter-doo- mssnscr -en from tme 

o etm~, ut t c0 u~ o- m sv.S...v . an accroach woulI 
also szi.mu!ate :D -2m"uniction,eatiomships 

which are 
essential in or4to actornzish th .h .. :ces .£.!ttin s meeInc. 

This intecency oomunzct-mn ab-u-
Thi assess:ents, coordination, andan sosoon would 
sso nee-<c to occur at the cour,-... l ,: amomo ace n .v.reo -. enta

tives. The c,ohigh emsootan -3noIevel S--!'-, se tough t.: 
differen systens S.e.our et-r o!D r vto tts 
.,'as srs<-. Countr--/ resenta- t. vet ' edfr sup~cot-to be-_ng in- o inp their effot 

""-
 --. eae 'ssues {" d o_
br" .... -, diaogu wi 
t m 

-" 

*,en:2t
;
.. aso etrmhas>zec.
 

Finally, the tatie gr
cun... 
 ,J0 was seer as 
an a roo-i2.e - : to 
discuss the financin c issues them- selveS• 
 an whCt s: "Ia rs 
should make D
te the factth aht all may not aree on what 
to advise, it would be useful to examine the issues an the imrnlications 
of various Str_-a tegies Some common ground wud emerge col guice 
the dialogue with 
countzies.
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In~eh''ie~.beirig'o h me 7 of 

~.~ ~t e be~ n .n f th~~ Ing %,,, hea~z some questio h~that urgedius 

0 looaggrssivey beyond the conventiona.j answers to sorn of th~Y
 
<jcuestions. 'We need: to pr'videa 
'fraMewor, o dLcssoAi,
 

obetve-o 
 only raisn 
revenues, but also efficiencV and-ecuiLtj,1
anutoeoptions-- and al 0bntosne
 

~ al ombnaion nedto be considered-

Kcareful ly rather than almbstautomaticauly.choosing oeopin
 

on op on.


CThe remarks on use t ees ought to, be interpreted as sayn :fthat user, 
z~ees are both necessary ;an, good. However, wesol b aeulntt 

).Jump on- 'the badagnso f -s t and so far that we wi.nd up someoyears from,. 
J in.Irnding that we gave the wrong ad~hice by pushing j:ust hs one,. 

sou~oorureny~ofidsolutions to health -financ)i 
 .n g problems. 
'IThe cOmTple'xit Js off donor financing of recurrent. costs; dr1jrecurrenzr~

>Costs in generawr then reviewe~. TeBnsatmt oQa~a'K' 

~-a a 

' 
atta t~ s' kC.a~f~C 1->-.to e~ 

recu'rrent cA~L 4
're-eCvDa 
 C 

we a"tse id s 0a e'~ 
-. . 

c a ~e lln a ndm~ 'p l n n- a rafe r e i' j C' >
q ror prog3ress5a'odnor , co r i'ti--i' e haized 
on 

Horr .B r u s p, ,a
 

>-rurersnatives tol 
',saottheincese 
 ar-~-t,-t~the, aVe 
ass'igning t~o this a--ea, aparticularl in: (1) helpn
 

to takl "hcth econ1omics, 
 C- ) 

-4 7 -a)
a aC 4 f a ~ . f~> C~a a "C~ a C 

-a C f ' C a . . C ' C a ~ a ia, ' 'F >a. C ' a ~J 

"I1C6 -' aa aCa-aa''a~a' ~a 

a' 'k a'-' '" No .- w ,C~ar'f-C.I

1 



tha z2,eor e s h > or1dH I-- r 
,sesS~n 'c -

Inomainand3i ccrija,: efZforts .in tra 
4I e i g nPuiblicexpenoiturs, anrjd advice to countrsClo e Cubde Sahelh stu'e4 and'~ yprogres s On planning 
a recurrent cost, s-th 

.ad'~ralso 'mention~ed tOth 
grou. &Al 4of thi-s eie6of strong intrs and tr~ong inu~t -m apfwei 'o me'd e v l odeve
a~,e come opme t in comparison to the romil s ~ i e o i e r .
 

~~~AI s: representativesirtriwewhtheAncisdign 

wtattieewed
Agcued~~v
~re~'f'h ath~iI&cing. Some of the actv 
en 


servic traerud-e 
 s arid assesst'nents, testin a te n j~ 

* ecmni, 
c s - f e t v r s~ studies, P0 1icy 'dia'logue, and -Financia I 
mnagement. AID faces a dilm"ihrn 

f~:bt~e 
S1.r ega thenh g infart and ma~ternal health ttu an steghnngsltV4
 

su s L italsoe a need to.4~ "4 4nd 4yserIs t o evo t e ~ j44 moe4t en. 
 io ~n, its. prog Irams to resourge allocation sus 4i g n 
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Attachment i 

David de Ferranti's 
Handout For AID/WHO/W 0 B,:rlk Working Session 

on May 9, 1985 



SHOPRCOKiz GS OF EXISTLNG POLICIES 

A, 	 On revenue generation, crises arise Lo
'withrespec: 


1. 	meering coucntry goals for improving health (Now have growing gapbetween resource requirements and 	 projected availabil yt from 
public budgeL sources);
 

2. 	resolvi:.g current underfunding of existipg services (Now leads to
low 	quality; also, 
.o i.sufficient spending 
on maintenance-
requiring added investment cost to replace capital items 
prematurely) ;
 

3. 	avoiding inscitutnonal crises that can 	 burcea, gov,-rucenc finances(e.g., social security agency wi h deficit needing to be b ail out 
by treasury);
 

4. 	 reconciling goals of maximi.zin: inveszmen: fo r 	 econom.c gro 	 th withthe 	 qemancs of healt-h prosrams for public funds. 

B. On efficiency 

1. present allocacion of resources is pcor (not enough for the most 
cos-eec serices); 

2. operational 
logistics, 
se-vices is 

eff~cie,.cy 
etc. (I.e., 
low, gi'en 

also is low, due to problems in management, 
the "output"--quantity ana qualiy---of

the levels of inputs used); 

3. e:iscing financial 

ninder efficiency 
policies, 

in economy 

with heavy 

overall 
reliaice on tax sources, 

some 	 taxKes used are hig'ul distortionary 
6 some are costly to collec: 

C. 	On equitv 

1. 	huge disparities exist 
presently in distribution of resources from
budget sources (e.g., across 
provinces, urban/raral);
 

2. 	advantaged groups benefit most (e.g., 
emphasis on hospitals

aids higher income groups); 



--

OPTIONS
 

I. Change the level 
of zovernment sDendinz on 
health services, through:
 

i. adjusting health's share of 
total public expenditure, and/or
 

ii. raising or 
lowering tocal expenditure.
 

2. Revise the level 
or content 
of external assistance.
 

3. Use the 
resources already available 
to the health sector more
 

efficiently (e._., 
;-prove the alLocazicn of 
resources 
and strenzthen
 

institutions),
 

4. Alter the st c.....re of s"dsubsidies, as manifes:,ed in 

i. governzeot to
budget allocations 
 public health facilites; 

.. grants ad other support to private and quasi-public
 

facilities;
 

iii. reductions in the costs of heal:h services inouts such as drug 

prices or medical staff salaries.
 

5. Adopt new policies on "risk coverae" (social insurance, emplover 

health plans, community-based pre-paid plans, HMOs) 

6. Alter the organizational na'Keup 
of the sector (e.g., change the
 

ublic/Drivate mix).
 

7. Exoand 
or contract activities in 
other sectors 
that affect heal:h
 

conditions (e.,., 
increase investment in water 
supply and sanitation in
 

lieu of or 
in addition to 
extending health facilities).
 

8. Reorient health sector zoals 
to conform to 
resource limttations (e.g.,
 

reduce targets for 
facility construction).
 

9. Improve the pricin2 of services.
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institutions 
chat finance
 
"risk coverage"
 

government subsidies - social insurance 
-
-

employer-based
community-based 

- cooperative-based 

subsidies 
 reimbursement/
 

prepamraent 

institutions that provide 
taxes health services 

fees for 

risk coverage" 

compens ation fees for 
to staff services 

staff of provider institutions 

Physicians, nurses, etc. 
 service 
 population
 

.I
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Table I: COMPOS!TION OF ThE 	hi-.ALIH SECTOR 

Setvicesa/ Percent of total ex enditure
 
on healthg/
 

Curative care 

70 to 85
 

1. 	Personal services (care of
 
patients) by health facilities
 
and independent providers,
 
including traditIonal
 
practitioners
 

2. 	purchases of nedicines 

Preventive servioes: 
 7azient relatedc/ 
 20 to 10
 

1. 	maternal and child 
health
 
clinics, 
at health facilities
 

2. 	community health programs
 
(e.g., home visiting)
 

Preventive services: 
 other 
 10 to 5
 

1. 	disease control programs
 
2. 	sanitation
 
3. 	education and promotion of
 

health and hygiene
 
4. 	control of pests and
 

zoonotic diseases
 
5. 	monitoring disease
 

patterns
 

TOTAL 

100
 

a!/ 	 From list 
in Table I, exclusive of 
water supply.
 

b/ 	 Public plus private. Rough estimates.
 

c/ 	 -The principal services offered 
in this category (through the outlets
listed--maternal 
and 	child health clinics and community health
programs) are: immunization, oral rehydration therapy, growth
monitoring, and 
promotion of breastfeedinE and 
improved weaning
practices. Another likely to 
be increasingly important in 
future is
hypertension control. 
 Oral rehydration therapy although strictly
speaking a curative activity (treatment for diarrhea), 
can 	also be

considered preventive--and will 
be here--because it has 
similar
delivery system requirements 
and 	is essentially intended not 
to cure
diarrhea but 
to 
prevent death from dehydration during diarrheal
 
illness.
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PRICOR Project 

Interim Reoorts on Country Studies
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Pimory Health Core Opemtlons Research
 

No.1Che M cCr . CS USA O0tober.1345530 Wsconsj Avenue * vC 'x e c , 

(30 6A%-.2550 Core UPC:N, cQ -e 6x. v3 

PHILIPPINES: Community Financinq of Health Services 

PHILIPPINES PROJECT TRIES CO"U'NITY DRUGSTORES 

This study in Iloil-, Province, Philippines, was designed to: 
\1) help villagers
decide what PHC services they would support financially and how they wouLd
raise the necessary funds; 
(2) help them organize stable, iong-ttr-m management
and accounting systems; and (3) encourage them to use 
part of their finjncial
resources for preventive and prcmoeive acti.'it.es. wI a baseline
 survey, six barangays (vi'.lages) were 
asked to specify what health servicesthey would finance as a community and what kind of financing they would use.
Five opted to establish boticas 
sa barangay (small ccmmuni.ty-run drugstores);

the sixth chose to set up 
an emergency hospitalization loan fund.
 

To raise funds, the barangays favored a per-person or per-househould fe-, to be
collected monthly, quarterly, or after each cropping. The fee was usually 1
peso/month (then, 
P 14 = US $1); a small amount was sometimes added the first
month to generate working capital more quickly. Other approaches included
sales taxes 
on animals and produce, fundraisers such as 
raffles and community
events, and sale of donated commodities. One barangay decided to 
use a
graduated tax based on 
estimated ability to pay, Fundraising goals ranged from

500 to 2700 pesos, or 
0.53 to 3.41 pesos per barangay resident.
 

All six funds a7e now active, although none of the barangays collected as
initial capital as 
much
 

anticipated. Nevertheless, the five boticas are in
operation, and the hospitalization loan fund has made several loans, 
all of
which have been repaid approximately on schedule.
 

The boticas are interesting case studies. 
 Stocks are bought at 3% below retail
from a drugstore in a nearby town. 
 Each botica carries its own selection of
about a dozen, non-prescription drugs, 
all chosen by the villagers. Although
Lhe project staff had suggested cooperative (larger discount) buying, each
barangay prefers to buy independently. Because markuos are only a few percent,
residents can buy stocked items in their communities at about the same prices
as 
in town. Even ,o, all five barangays are making enough profit 
on drug sales
to meet the inevitable increase in prices each time stocks 
are replenished. No
charge is being made for transportation costs or 
travel time--trips for purchasing

drugs are combined with trips 
Zor other purposes.
 

Although project staff feared that credit sales would deplete working capital,

no losses have resulted from such sales.
 

Stock and financial records 
are kept by the botica manager, who is the barangay

health worker (BHW) or a volunteer. 
 The PRICOR study monitor recently examined
the records of several of 
the boticas and found well-detailed recording of stock
inflow and outflow, costs, and profit margin. 
At the start of the study,
 

http:acti.'it.es


v,~ 

pyriect staff delegated bookepng and auiigt~st aagyrsdnssuich as a~teacher or the~treasurer of a ba'rand devlo M comtte
-Ho,,eve --,--thse -people, h-ave-seeme(1-J !i't-i assume the'se tasks, an pr3,c&0't 

reerh-sitnsae.evn 
as~auditors~ until -staff c'an onassess~ the~~sltuat rj1 
While ,the bararngays have, been success ful in m~eeting the~ first two objectiv ' of~2A,~the study they- have, sho0wn' little inclination 'to -.Use profits I from drug,.: inacigof prevetv e to

and p rmotive. aciii~.Po tfthereforeeare:,>i~i encouraging' them to raise funds for. th'ese activities-,.throuh+<~kj>other,.means, at 'the same time_ recognizing that' such; funrai'sing. efforts m-uist b~ei~~nitiated by the barangays themselves. 

~ have~b'ee 

One of the main reasons''the barangays~'~
,,,) ''~successful in meeting the first t'ko objectives of the-study istat
,~they regard'their se'lf-financing system as 
being under. their control rather'
~ than sIomething imposed or handed over from outside., For exam"pe h uh~
2select their own stock lists, including specific brands, .isvery important.


S*'Anecdotes~suggest 
 that ear~lier attempts by the"MOH- to help barangays start
~boticas 
failed because the assistance came 
i h fr fdntddusta

the pe opl1e, dd norus;.tusyco istead to 
travel outside the barangay to
 

A buy the brands they preferred. 
i 

After the funds have been operating frabout 12 month's, data will be collectedfor before/after comparison's of,,health-seekin gbehavior a~nd expenditure,

Spatterns. 
This will be~done to 'see if, as hy~p6thesiz~ed commLunity financing ofh health services, resultsoj in a more'~effective- and effic&ient use by th~eof the community
finacial and human resources 'available to them. 


, 

WJisayas'Fodtian, a 
no-rfi~raiaihaffiliated wfthcIperation Iof~th'e UP-Visay as, with:theI,coo Na' 'a1 ' ' eveopm 'At'rt.NEDA)' through. 
-J$Yj-itsUSAID 
 ssisted Pa /Unifi ~Serv ic
es forrHealth (UH ' uteiunformation cn the st ,i avil abefrom,,the (PiniProjt.tssl) Furhessor~
 !,,a as~n and DF,, Tzjinidlad Osteria , PRICOR Prject, vniversity of.tePiipue~i<-in' the Visayas, Il'oilo, City, Panay, Republic of" the Philippines, or from- tDr. Stewart ~~~ PRICO~stEf mnitor.for the.'sttdy Ch(eCh 
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HONDURAS: Comnunity Financing of Basic Health Services
 

SURVEY SHOWS COMMUNITY WILLINGNESS AND ABILITY TO PAY FOR HEALTH CARE
 

Last 	year the Honduran Ministry of Health (MOH) conducted a household survey

in the capital city and in four health regions 
as part of an operations

research project designed to identify alternative means of financing basic
 
health services. The stratified sample survey of 
1,017 households (6,353
 
people) shcwed that
 

o 	 almost 90% ofhouseholds had reported an 
illness in the previous 15
 
days, with an average of 1.8 illnesses per family;
 

o almost 50% oE the illnesses were treated in the family and of 
chos

that were not, 52% .ere treated through XOH services and 38% thr.cugh

the private sector;
 

o 	 the mean expenditure Ecr each illness wa 
 $US 7.50 (median

.75), half of which was spent on drugs;
 

o 	 the mean xped'itur.3 for illnesses t:eated only in the family was
 
$US 2.50 (median = $US .50), drugs accounting for most of that
 
amount, and
 

o 	 costs related to Illness constituted 11.4% of total monthly household
 
expenditures.
 

The survey also gathered info:maticn on families' attitudes toward the ce.-t:a'
 
goverrment 's role in -:oviding and financi. 
 health services. inety-sx:" Der
 
cent of the families surey. expressed will,.ness to pay for all

consultation and drug costs if the money were 
kept in the com'unity to inprove
health services. ,.-thirds of the respondents felt that the ccmumunity should 
assume a more active role in health se*-vices, either independently or in
conjunction with the MOH, and nearly three-quarters felt that the community

should be responsible for managing its health services funds.
 

The household survey was supplemented by intensive observation of 25 families,

by case studies of existing .uimnunity linar.clng or cost sharing programs in

H-onduras, and by interviews with decisiori-iakers in the community and the MOR.
 

The household survey and supplementary data have clearly shown that 
Horidurans
 
are willing and able to assume 
increased management and financial
 
respons-:l.ty for health services within the ccn-munity, 
as long as they have
 
a voice in the process.
 

http:respons-:l.ty
http:Resear_.ch


As a result of an extensive analys!. combined with discussions with MOH
officials, four financing 2lterndtives irve been identified: 
 (1) nuotas (a

set 
fee for services); (2) payment for drugs, (3) contributions of labor for

construction and maintenance of health centers; and (4) a "co mrunity revolving
Eund" managed by heaalth ccnmiittees. A field test of one or more of these
 
alt rnatives is being planned for 1965. 

!'his study is being conducted by the H.nistry of Health of Honduras and by
Hanagement Sciences for !ealth, a non-profit organization based in Boston, 

Further information ,. the proje't is ve].able. fr-m theprincipal investigator, Dr. A. Frederick Hartman, Apartado Postal No. 7,Colonra Kennedy, Tegucigalpa, Honduras, or fromn Dr. Jack Reynolds, PRICOR 
study monitor (Chevy Chase). 
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LIBERIA: Community Financing of Basic Health Services
 

LIBERIAN VILLAGES ORGANIZE TO FINANCE HEALTH CARE 

Hard 	pressed econcmically, the goverrunent of Liberia has 
found it difficult
 
to ensure 
that adequate primary health care is available to all its

citizens. In Kolahun district in northwest Liberia three villages 
are
 
participating in an operations research study 
to help them find ways to pay

for part or all of their own primary health care needs. The study is
 
designed to help develop financing schemes which will:
 

1) 	 generate a substantial share of the costs of primary care;
 

2) 	 enlist the participation of 
a high percentage of village households;
 

3) 	 reach a high proportion of children under five, pregnant women, and
 
lactating mothers;
 

4) 	 be sustainable over the 
long 	run by the villagers themselves.
 

Financial resources and revenue generating potential of the 
167 households
 
(1080 persons) in trie 3 villages are limited. Data from a baseline survey

show that households are moderately large, with an average of close to 6
 
persons per household. The ,reat majority of households are headed by older
 
males; auproximately two-thirds of the household heads are 
aged 	55 and
 
over. 
 Most (72%) have had no formal education; 7C% are farmers. Household
 
incomes are low; 70% report an 
annual household income of less than $200,

and 41% report receiving less than $100.
 

On the other hand, the villagers have a tradition of providing a certain
 
amount of labor to the community. Every year, in addition to working their
 
own family plots, Earmers in each village donate a portion of their labor 
to
 
the village communal rice farm; proceeds from these farms are 
used for
 
community projects. Moreover, the 
local Gbandi Farmers' Cooperative has
 
already established a district-wide Revolving Drug Fund, and is willing to
sell essential drugs at discount prices to villages which set up 
their own
 
revolving drug schemes. 

During the months of April, May and June of 1984 
at least four meetings were
 
held with leaders in each of the 
three villages to introduce and explain the
 
concept of community financing for primary health care. 
 Eight different
 
financing schemes were presented: 1) fee for services, 2) drug sales, 3)

personal prepayment, 4) production-based prepayment, 5) income generating

schemes, 6) community or individual labor, 7) donation and ad hoc
 
assessments, and 8) festivals, raffles, etc. 
 After discussion of
 

(] 



the advantages, disadvantages, and constraints on 
each, the eight schemes
 
were ccmpared using a preference matrix. The leaders 
from each of the
 
villages selected a combination of the same four schemes: 1) drug sales, 2)

community labor, 3) production-based prepayment, and 4) ad hoc assessments.
 

Revolving drug schemes 
are now being established in each of the villages;

initial capital to purchase drugs from the Gbandi Farmers' Cooperative are
 
being raised by assessment. PAportion of the proceeds from the communal
 
rice farm will be designated to support PHC activities, and part of the

compensation for the 
trained Village Health Worker in each village will be
 
in the form of community labor on his farm. 
Moreover, participating

households are to contribute a portion of 
the harvest of their cash crops

(mainly coffee and cocoa). 
 From time to time ad hoc fund-raising activities
 
will also be undertaken.
 

Th principal investigator writes: 
"The whole concent of a community

actively taking part in planning ho to finance its own health care is new
 
in this area. Government, [religious] Missions or 
the individuals have

always done this exercise. It is particularly exciting to see the zeal with

which the concept is grasped by the people. However, the key to success
 
lies in constant supervision (monitoring) during the field testing of these
 
schemes."
 

A test of the implementation of these financing schemes in the 
three

villages is being monitored by project staff. 
 After the schemes have been
 
operating for about 12 months, data will be collected 
to assess their
 
progress toward achieving project objectives with respect to 
revenue,

participation, coverage, and sustainability.
 

This study is being conducted by staff of the Liberian Ministry of Health in
 
cooperation with the Christian Health Association of Liberia (CHAL), 
a
 
private voluntary organization based in Monrovia, Liberia. 
Further
information on 
the project is available from the principal investigator, Dr.
 
Andrew Cole, in care of the Christian Health Association of Liberia, P.O.

Box 1046, Monrovia, Liberia, or from Dr. Jeanne Newman, PRICOR study monitor
 
(Chevy Chase).
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THAILAND: Community Financing of Primary Health Care
 

PHC REVOLVING FUNDS NUMEROUS AND WIDESPREAD IN THAILAND
 

Revolving funds have been seen as 
one way that communities can generate
revenue to support primary health care. 
 A PRICOR-funded study is examining
existing funds in Thailand to identify characteristics of success and to
recomneno models that could be replicated throughout the country. 

The Ministry of Public Health (MPH) sent 
a letter to all Tambons (the lowest
administrative unit, co',;1sting of 
a number of villages) asking health
officials to identify PHC funds 
in their jurisdictions. Seventy percent of
the Tambons respondcd and identified a startling 12,010 ongoing funds.
Statistical analysis of the data that 
4.631 (39%) of the funds provided on
follow-up (,uestionnaires, plus case studies of 73 of the 
funds, showed the
 
following results.
 

* PHC funds are 
numerous and widespread. At 
least 40 percent of the

Tambons have P1{C funds operating in one or more villages, with many
villages having more than one The average ranges from about 3 in
fund. 

the souLii 
to 8 in the northeast.
 

* There is significant regional variation. 
More funds were identified in

the northeast 
(52%) and north (32%) than in the central (11%) or
 
southern (7%) regions.
 

* The most common 
are drug funds (64%), followed by nutrition (25%) and
 
sanitation (12%) funds.
 

* Most of the funds are relatively young (2-19 months).
 

* A significant number of 
funds have diversified and 6dded other PHC
activities. 
 For example, many drug funds have added nutrition
 
activities; some 
nutrition funds pr.mote agricultural production.
 

Most PHC funds were established by a ristrict Health Officer, and most
 
are managed by 
an 8-10 member committee.
 

* A significant number compensate the fund manager, either with cash or
 
in-kind contributions.
 

" Most 
funds operate with a modest working capital ($70-500), which is

often raised by the sale of shares 
to individuals and households 
(at

$0.50-$2.50/share).
 

• 
 Drug funds are the most profitable. Over 90% reported maklig a profit,

compared to 40-50% of 
the nutrition and sanitation funds.
 

PRICC4 is operated by the Center for Human Services for the Aqen.y for international Development under Cooperatile Agreement No. AID/D P-5920 A 10"1048 00 



* 	 Household contributions to and benefits from the 
funds are extensive an4
 
varied. 
 For example, in the north, 49% of the households contribute to
 
the nutrition fund and 49% 
receive some benefit from it.
 

The 	study identified five types of funds, 
each of which has somewhat differ
ent characteristics.
 

1. 	Sinqle-our- se profitable PHC funds, mostly drug funds, tend 
to enroll
 
and 	serve large numbers of households and to be profitable.
 

2. 
Single-purpose subsidized PHC funds, mostly small, undercapitalized

nutrition and sanitation funds, provide services to a limited number of
 
households, and depend on government subsidies.
 

3. 	comprehensive PHC funds, mostly drug funds that added other PHC services
 
(nutrition, sanitation), enroll and 
serve large numbers of households,
 
have diverse 
sources of income and are profitable.
 

4. 	Multipurpose funds, funds 
that provide a great diversity of PHC and
 
other services (agricultural loans, retail sales), tend to have high

enrollment, activity, service, and profitability.
 

5. 
Health Care Funds, prepaid curative health insurance schemes, usually

have high levcls of household participation and health service
 
utilization. 
A single annual payment (about $10) per household
 
entities family members to medical 
care at government health posts,

clinics and hospitals--up to eight 
illness episodes per household.
 

Successful funds appear 
to have certain common characteristics:
 
* strong leadership 	 9 
 high profit rate
 
* 
 a compact village 	 0 diversified sources of income
 
* compensation of managers 
 * diversified services
 
* active health officer 
 0 high levels of household
 
o 
 some external assistance 	 participation
 

Although a final r3port on this phase of the study has not yet 
been pre
pared, the study has already had a ,olicy impact. 
 Citing the findings on
 
the relative success of drug funds and diversification, the MPH is now
 
encouraging existing profitable Irug funds 
to diversify. Also, the Thai
 
Cabinet is debating the possibility of using community funds as 
a central
 
mechanism for financing health care ard other services in rural areas.
 

The 	second phase of this study calls 
for field testing of one or more model
 
revolving funds in each of 
the four regions of the country.
 

This study is being conducted by the National Economic and Social Develop
ment Board (NESDB) in collaboration with the Ministry of Public Health, and
 
with the assistance of a health economist 
from the Harvard Institute for
 
International Development. 
 For more information on this project contact Ms.

Orathip Tanskul, Director, Social Programs Division, NESDB, 962 Krung Kasem

Road, Bangkok 10100, Thailand, or Dr. Jack Reynolds, PRICOR study monitor
 
(Chevy Chase).
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NIGERIA: Community Healtch ,crkers 

STUDY EXPLORES WHf VHW's DROP OUT
 

In January. 1984 the Christian Reformed Church of Nigeria (CRC) 
began a 2-year

operations research study to find out why so many workers 
were 	dropping out of
 
the CRCN village health worker (VHW) program in Congola State. Of the 70

workers who had been trained and placed in 12 villages since 1967, only 4 were
 
still on the job in 1982.
 

The first part of the study was 
a survey of 42 of the VhV's trained before
 
1983, most of whom had left their village posts. Preliminary results show
 
that:
 

* 	 The median length of service among those now workinc as V'J;'s is 5
 
years.
 

* 
 The median length of service of all VI-7,'s was 3 years for men and
 
only 	1.5 years for women.
 

Among those who dropped out, nearly one-half left to work as health
 
professionals elsewhere, while the rest returned to faming or
 
housework.
 

* 
 Those who found better health jobs elsewhere tended to leave somewhat
 
sooner than those who returned to farming or housework (2 vs. 2.5
 
years).
 

" Education does not appear to have influenced the duvation of service,
 
for either men or women. However, among the dropouts, the woorkers
 
with more education tended to find better health jobs elsewhere,

while those with less education tended to return to farming or
 
housework.
 

* 	 Earnings appeared to be 
a major factor in retention: the median
 
duration of service among those earning less 
than 	N10 (about $13
 
U.S.) per month was only 2 years for 
men and 1 year for women.
 

* 
 The presence of any other health facility, (i.e. pharnacy or
 
dispensary) within 6 kilometers of the 
village health post reduced
 
the median duration of VhW service to only 2 years.
 

CON is cperated ty the Center (or Hqmun servtces for the. Agency (or internatlorai Oevelo nnt urgder Cooper-dtve Aqreevent No. AtO/V SPE-5920-AO.1048 00. 



Some of these results were unexpected. 
 For example, the investigators had

expected that -omen would tend 
to remain on the job longe-
 than men. Instead,
the average length of service among the women was only one-half that of the
 men. Those with more education were expected 
 to droo out more rapidly. Infact, almost as many of the less educated workers also drooced out. 
 These

findings suggest 
that it is not necessarily better to choose candidates with

fewer opportunities to advance in the health field, i.e. women and/or the less 
educated.
 

Other results point to the importance of incentives to encourage VTHW's to stayon the job: among the workers interviewed, earnings of less than N!0 per
month apceared to be insufficient. Moreover, a competin- source of drugs or
health care nearby also 
 tended to increase the dropout rate. 

The investigators plan to again interview a smaller group of the dropouts to
clarify their reasons for leaving village health work. 
 Special attention will
be given to those who returned to fanning or housework, since it might jeeasier to retain those workers than betterthe educated ones. Interviews arealso pamned with viiage =-a. h co n1 tees and female v Ilage leaders, ar.
with narticipants in several other church-relatid village health programs

rural Nigeria. After the investigators have deter-mined the ke: actors 

in
 
thI-ataccount ror Th5. retention and have identified cossibi to the
proble-, the,'' will evaluate those solutions and field test the most oromisi.Ig
 

ones.
 

This study is being conducted by the Christian Reforned ofChurch Nigeria
(C.?CN) Rural Hpalth Prcgram, a non-profit organization based in ;4ukaci,Nigeria. Further information on this study is available from the principal
investi-ators, Mr. James Ciroma and Dr. Herman Gray, P.O. Box 30, 'ukari,7ongola State, Nigeria, or Dr. Jeanne Newman, PRICOR study monitor (ChevChase ). 
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EGYPT: Commodity Distribution
 

STUDY REVEALS DEXA.ND PROBLL 
IN ORS DISTRIBUTION
 

Contrary to expectations, a PRICOR study in Egypt has found that the problem
in a government oral rehydration salts (ORS) distribution system is one of
demand rather than supply. 
 In January 1984 the Egyptian Ministry of - Ith
began a 21-month operat:ons research study of their system for distributing
ORS to rural communities in 
two widely separated districts. The stud,/
examined the flow of ORS from importation or production to the distribution of
the packets to villagers from both government and commercial outlets.
addition, a survey ,: conducted of 
In
 

knowledge attitudes, and practices of
health providers (hiiysicians, nurses, pharmacists) and caretakers of children
under 5 about the treatment of infant arnd 
child diarrhea and dehydration.
 

Preliminary data show that supplies of ORS are 
adeauate in both goverrment
village health facilities and village commercial outlets. 
 However, demand for
ORS is quite small. 
 This results in unused government stocks of CRS in the
villages and, in the private sector, reduced production for commercial

distribution. The findings suggest tiat supply 
is not a problem, but demand
 
and inventory control are.
 

Demand. 
The Ministry of Health has al:-eady initiated educational and
social marketing programs stimulate demand for ORS.to Preliminary Lusults ofthe PRICOR study show that such activities are important and can besuccessful. For example, the study found that in the district where healthcenter staff 
had received special education about: ORT, 95 percent or more of
the diarrhea cases registered at 
these canters had been aporooriately treated
with ORS. 
On the other hand, in the district without such an educational
 program, only 60-70 percent of the diarrhea cases had been treated 'withORS.
Moreover, none of 
the pharmacists surveyed in either district recomrmended ORS
for diarrhea, although all 
reported selling ORS wnen physicians had pcesc.ribed
them. 
 Because many mothers seek advice from pharmnacists, these results
suggest the importance of adding special ORT educational programs for

pharmacists along with those for health center staff.
 

Inventory control, 
 Stocks of ORS have been piling up in many of the
village facilities, in scme 
cases for periods exceeding the shelf life of the
packets. 
 To monitor inventory more closely, the management information system

needs to be strengthened. 
 An improved system would help government

distributors keep better track of 
existinc .aventories, reduce wastage, and
 

PRiCO 1$ 094rkted by th. Center for mn Services or the Aqeny (or Internat tc,.4i Dvevio ment under Cooperat Lye Agreement No. AID/0SP9-590. A-00- 1048 00. 



meet existing demand more efficiently. 
 It would also make it easier to plan
for expansion of inventories as 
additional educational and social marketing
efforts lead to increased demand.
 

Beginning in April 1955, the Ministry exe,-sts to field test one or more of thealternative -strategies that emerge from the stud findinqS. Final results 
should be available by. Seotembe 1955. 

This stuY is teing conducted by the Strenctn.<. rg of Rural Health Delivery(SRF.D) Project of the Egvptian Miistry of "Health. Further information isavailable from Dr. A. Nagaty, SRHD Director, and Dr. 
Y. Tawfik, principal
investigator, Nutrition inst:i:ute Building, 16 Kasr El Aini Street, Cairo,Egypt, or froom Dr. Jeanne 11e.man,PRICCR staff monitor for the study, (Chewr, 
Chase).
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