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SUMMARY OF

BRIEFING ON HEALTH FINANCING
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health financing issue
dialogue, publications
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important element

nas been irformal discussion among the World
the long-tern economic and financial viability
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recurrent cost problems faced by many
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2lth budgets are especially vulnerable and have
tive declines in tne proportion of the GNP

are all focusing more attention on
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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 tha- health budgets of donor agencies and LDC
covernments are increasing, there is growing concern over the
Cost-affectiveness of basic hezlth programs. Next year at this time, the
World Health Assembly will be directing its attention to cguestions of

resource allocation within the health sector. We at AID are alrsady being

8

pricrity to encouraging cost-recovery and cost-

1=

asked to give greate
reduction in our hnealth Frograms for several reasons:
=- neither doncrs nor LDCs nave the resources - numan or financial -

to invest in wasteful, inefficient, and ineguitable health care

systems;



-~ people are alreadyv paying for personal health care; commuriities are
already investing in water, sanitation, and "drug store" schemes +o
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 dificuls
health problems in LDCs as long as the basic service delivery is

Seen as wasteful and inefficient.
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In 1ts health policv, 2ID has stressed, as an initial step,

examination of heal:n policies and practices
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the partic
the effects these may have or the econcmic and financial viability of
Aealth programs. Some of the barriers commonly found include the
following:

== a commitment %o provide free health services for all;

-~ a willingness 3 expand existing healtn programs at & rate that is

far beyond the government's management and financial capacity;

(1

h

-- failure to allocate limited public sector funds efificiently between

b

urban and rural health programs;
-- failure to acknowledge and take advantage of the impertant role

nZ privecze

O‘
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plaved bv private sec+cr hezlth care provi
resources;
== rescrictive regulations and licensing requirements that discourage

use of indigenous practitioners.



and Jinsurance.

add.

topic.

ution

or

(D

-

[ .

communitv-based

zhe

Eow do

(D

Systems.

AID would

encou

ts recovered by various

The various Cost-recovery aven

&}

2
1s stru
(1) what

s of some

New m

"
~0Im,

rage

ue

th

o
=

"

oy
fu
n
3

-

ecC

”
i

t

wn

aym

()

/ 2V

D

[
[

ggling wisth :nig

Fey,

Kinds ¢

=

) »
o2

f>)

-~
aje

than mul-i~-in

D

)

fu

)

[

ty
(U
i
[
th

e

-
centr

: . -2
cervention

n

0f these two systems Compare?


http:s.a.e.in

Is there & strategic sequence o introduce nealth interventions 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.



GENERAL INTRODUCTION TO FINANCING ISSUES

DAVID DE FERRANTI

WORLD BANK

What the problem is

L]

There are thres basic dimensions *o the health Zlnancing probnlen:

revenue mobilizatic .y, efficiency, and equity. In our clalocuz with

3

PR = - S, 3 ; 3 : =
Countries, dcnors should pe -fterested in making governments aware of
these othar issues -- €Quity and eificiency -- besides Jjust

Tevenue-raising. There ars lo-s of options in addition TC, Or in place of

"~
]
3
)
1
t
[92]
=
©
)
0.
.
o)

fees collacted a+ covernment facilities. Doncrs andg cove

The revenua mobllization issue refers Lo the percesived inabilicy cr

failurs of a goverrment o raise 2nough revenue to meet- perceived peeds.



Efficiency has two diffarent aspects: overaticnzl a2fficiency vafers
Lo getting the most product in quantity and quality frem the resources
available, and allocative efficiency refers to the distribution of
resources-ac¢ording tc the needs-- where thev wcuid have the most netb
social benefit. Allgcative efficiency is a zentral factcr in the nealth
financing situaticn.

Equity is concerned with how cos= recovery schemes would arfect the
pPOSr, and now other policies, such as free care, can nave disadvantages

for certain parts of =-ne population (i.e. when "free care" results in sorme

care ZIor part oI the population and ro care ZIZor the rast).
Several alternative: abproaches are listed in the handout. (See below
for list of options or 3ee attacnment 1 for complate handout.) I will

comment briefly on each one and then address the option of fses more

extensively.



OPTIONS

1. Change the level of government spending on health services, through:
i, adjusting health's cshare of total public eupanditurs, and/or
ii. raising or lowering total ewr~enditure.
2. Revise the level or content of external assistance,
3. Use %he resources already available -~ =32 Nealth sactor more
efficiently (e.g., improve the zllocatisn of resources and sitrengthe
nstitutions).
4. Alter the srtructurs o7 Dudblic subsidias, as manifag-=4 in
I. governmano-s Tudgzt allocations to public heal:oh facilities;
ii. grants and othar SUDRCrL O privete 2and guesi-nublic
facilities;
iii, -reductions in the Cos%ts ©f hszlth sarvices lnpuss such as
¢rug oricss or medical stefif salaries.
5. Adoct new policies cn "risk coverage" (so0cial lnsurance, =mplover
health plans, comhunitv-pased pre-paicd plans, HMOs)
6. Alter tAhe organizational makeup of the sec:or (e2.g9., change the
public/vrivate mix). ‘
7. Expand or contract activities in other sacters tha- affect hezlth
conditions (e.g., increase investment in water supply and sanitation
in lieu of or in addition Lo extending heal=zh facilities).

Reorient health sector coals o conform to resource limis

1

a

-

ct

reduce targets for faci Y contruction).

Improve the pricirg of services.




COMMENTS

(L and 2) To think of increasing government expenditures on health o:
increasing external assistance is Frobably dreaming. Few countries are
going to solve their problems by these means. These are probablyv not
viable long-term solutions.,

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

(4) Altering the structure of public subsidies, *hat is, how to

reimburse oroviders ané :the gxtent they ubsidized, is znother
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insurance intermediaries neegd attention.

(5) Risk ccverage is an important area to review for financing of
nealth care.

(6) The orcanizacional make-up of the sector, although complex and
controversial, should be considered. '

(7) On a pragmatic basis, activities in othar Sectors don't give us
immediate options that are going to produce major changes, bu- theyvy must
be kept in mind. 1In some countries, they may arise as a setter solution
than pouring money into the nealth sector and concentrating on fees.

5

Donors may need to become more modest about what can be accomplished.

-10~



Fees
There is & growing D2rception
country gcvernments) =hat government systems

should have them and some, wnhich do have

in many quarters

that 2o not nav

=3

(bcth cdonc

rs anda
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2€8 Now

aem, need to set then nigher.

There seem to be two views about what can be expected in terms of
additional revenue generation using fees and how hiigh fees should go. The
first is that fees should be small, nominal amounts and that they won't
contribute much to cost tecovery. The second view is that fees should be
set at levels consisten: with basic 2Conom1C principles (1.2, marginal
Cost pricing, which senerally implies hichar fees) and that Zesz should
make & substantial = contribuition to cos- Tecovery. Jur cconelusicn is
chat, 1f vou do the Dasic, econcmics right, both épproaches will in the eng
proobably come precty close to the same results. We feal that the firse
view probably will be mere nearly correct, that s, fees should exist,
they will probadbly be modest, and they will not contribuse puch L2 cost
recovery.

By dcing the eccnomics right I mzan that ¥O2 start from marginal cos=s
Pricing but recognize sccial benefits and costs rather thap priva+e
benefits and costs. Marginal costs refer o the, additionzal ces: a- zhe
Margln cf an additional unit of service, and it will he lass Thneén the
average cCost in casess whare there are scaled econcmies and/or large fixed
Ccosts.

Thus, fees won't be the great solution. Fees will make sore impact,
and chey will deter overutilization. That in turn will free up some
resources for use elsewhere angd adé a liztle revenue, but it won't relieve
the great discrepancy between funds coming in angd funds that have to be
spent. Thus, the options of risk coverage, *=he structure of public
subsidies, and the Private sector are probably the things to look into,.

-11~



DISCUSSION

Questions were asked about the role of educational 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:

(T

fu
o

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

the achievements of such programs ard their cost-benefit potential because

conveying the desired changes in Xnowledge, atti:udes, and practice 1is
difficult. 3But, if it were possible to do so, educationzal vrocrans offer

the possibilitv cf tremendous savings.

"Doing the gconomics 'rights" in developling countries is difficul+.
Rather than setting fees'higher than would be justified, if the sccial and
public goocds aspects of the services provided are taken fully into
account, just in order %o be able to provide those services at all, it

would be preferakble to make a good guess as to where the fees oucght tc

@9

ndé not biasing them high or

o

be, taking into account the externalities
low. Setting fees at a level believed to be tco high would introduce more
distortion into an already distorted situation-and make it harder to move
the system toward efficiency and equitv.

In setting fees, distinctions need 2o be drawn between curative and
?rev ntive 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.

=-12-



outpatient visits, which are essantially

iy
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One might want to éhange fees
curative, and not charge for immunizations on the basis of several
principles. Similarly, in some cases fees ougnt to be necative, tha*t is
;ncentives'used, for reasons of principle.

Inherent in “he problem o€ setting fees is the practical difficulty in
obtaining the nzeded information on both public and private expenditures,
These data are needed to determine fees, and the figures in the tables in
the handou: are guesses dus "0 the poor gquality and incompletensss of what

data can be pieced Cog=2ther.
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and finance themselves. 2y~ hospitals, which usuall
a small number ¢f weds angd may be the only level of service for the

populaetion abeve the health POSt, can hardly be expected :to recover all
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PRESENTATIONS ON E4ACH DONOR AGENCY'S ACTIVITIES IN HEALTH CARE FINANCING

MICHAFL MILLS

WORLD BANK

Mr. Mills spoke first about “he Bark's policy on financing recurrent
costs and then made some personal ozservations on che complex, real-1life

situation and problems that arise and how to be pragmatic about “hese

things in the real-life contex:.
The preblem of recurrens costs is Sasically that thare ars
insufficient recurrent budgets to maintain capital investments. The

three levels: economic and sector work,

r

Bank's policy can be considerecd &

—

project design, and lending policy. Ssctor work is increasingly
addressing these sorts of economin and financial guestions 1n the
macroeconomic context and indivicduzl sectors. The cuestion of cost

recovery also comses into the design and selection of appropriate

projects, in which we try to minimize incremental recurrent cos<

wn

, get

COS8T savings when possible, and identify increased sources of finance.
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the Bani:

finances recurrent Costs of
ne first case is when there
recurrent evpenditure financ

developnent inpact of thase recurreanc cos:ts should be larcer than
financing simply “ne davelopmant side itself.

The second case is whap Specliic rescurrert e S2nditures are necessary
for tha success o0f =hs pProlecc, &and some 3Zans Iinancing is nezdad -o he
sure funds are availznlie on tlme. The project mayv bHe semetaing Lnnovative,
nevw, and of high pr;orltj: It is likely “o b2 an experimental <r oilos
prcijecct, €.9., 2 home visitor procram. Such bank Sinancing wouls normally
be done in z low-income countrv on a clining basis as =he Country takes
OvVer costs. An exampls is Pakistan's porulatior project, which tha 3ank
cofinanced with USAID.

The problams that arise inclucde definitional 18sues, exceriionsz in
cocfinancing situatlions, actual administrative implementation of fundine
Tecurrenc costs on a declining basis, and the VErLet§ cI ccurn*tries
involved.

First, the definitional issues: what are meant DY recurren:t costs and
Dy incremental? Witk regard to recurren: costs, one can take croad or
narrow definiticn. The narrow extreme is: capital is infrastructure, that
is, the Bank makes a2 bi¢ investment, which is done quickly énd shoulé not
include salaries. The cther extreme is that all parts are cavital

_15...



{including numan Capital). There is a whole range in-between tha:x may or
Mma&y not be racurrent expenditures.

Deciding if itsms are capital or recurrent is no- always easv. Vary-

ing justifizaticns have Deen given to include or exclude a certain item as
& capital investment in differens projects. Three eéxamples can pa civen:
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operations.

2. revolving fundé for drug supplies -- setting it uz is a capital
expense but then it continues in a "racurrent" wav.

2w s3tocks of drugs,
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(especially rehebliliitating existing services and putting in new
stocks of drugs).

The second definizional roblem is what is mean- DY incremental.,
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Incremental assumes +tha- Yyou know what would happen if vou didn't

project, but therse may be cuestions abou that, too. For examole, a
project may bhe intandad =o strengthen the existing health system and mors

intensive uge of venicles is nez=ded. Would thes extra cogst of runni
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those vshicles be Ccnsicered a capital expense?
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Bank policies on financirg recurrent coscs can differ when the Bank
itself is financing a project and when cofinancing is involved. - The Bark
policy mav not a~rly to what other dornors finance (they nay pe paying for
recurrent costs in their part of the cofinancing of a proiect). Ranx

incremental recurren: costs on a declining

th

policy implies the funding o
basis, but there may be administrative reasons way that is not

appropriate. It is very hard %o find ou* how much has bzen spent on

In some casex, the Bank follow
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only certain costsy for -hs length of the prolact, but nons of the

“Nes; another is to fund all fecurrent costs for a shorter time.
Finally, the differan- types of ccuntries one is dealing with may

require different approacnes. Some countries don't wanzt to fund fecu:rent

Costs through %World Bank lca 5, Cepending on the interest rate. = (IDa

o

loans have a lower interest rata than IBRD loans). Yor the wors: off

countries, hoth basic and incremental Tecurrent costs need to he Zunded,

i

Decause of their difficuls

~

extreme, and important situations, and such

Costs probably will be funded through projects for some time.

Such situations point to the issue of donor Cocrdination. Under-

-~

writing ths basic Tecurrent costs of a prouran requires
p= b} 4

n

II0Ng donor co-
ordination, a clear understanding amonc them about what is being done, and

é

[y

Perhaps even collective Tesponsibility, because providing such funds cou
Create dependency ang questions about what nappens 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 critica’ to its socioeconomic develocment.
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HOWARD BARNUM
WCRLD BANK

This presentation will focus orn the gquesticn of resource allocaticn
and on the need fcr financial planning and management. I will start with
the proposition that resources are allocated correctly when the marginal
benefit of the las: dollar spent in each project is roughly equivalent.
That implies that the marginal benefit, the additional value to socliety of
the last dollar spent on development capital expendituras, would be equeal
to the last dollar sbent ©on recurrent expenditures, croviding we &o Droper
pricing and many other Crovisos.

iowever, resources tend not to be allocated <o maximiza tne value of
the allocation of resources. Despite planned phasing out of inijtial
SUbport of recurrent costs, an optimistic olen to phase out this support
over time leaves the country with a primarv health care Drogram that it
really can't support.

wny do we continue to have white elephant projects when the prchlem is
SC cbvious? Several reasons may be proposed. It may be due o lack of
doner coordinatisa. But white elephants aren': always capital

expenditures for hospitals in Urban areas; thevy may be training and
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3

=
(03]
ot

C.

(D
[v1]

into rural ar

0f incentives to get people to mov
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Actually, the roots of the pProblem are complex ané not so obvious.
First of all, arzlysis 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 monay 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 2ig picture. Possibly a collusive solution,

following game theorv avproach, of donor ccllaboration could ze founé o

..

acnleve some sort of concrol. Second, recurrent cost problems sliz in, anc
we tend to cverlock some of the subtla aspects of recurrent co3-s. rFor
example, maintanance costs are often underestimated. The Dizia nospital

in Mogadishu 1s now in such a bad state oI repailr that they are

considering tearihg ¢ dewn znd building a new one. This nhas happened
because recurrent costs were no- taken care of. Third, =he unexpectedly
nigh ccs: of Crimary hazlth care programs has added to the recurrent coss
problem. The use of -napproprlace technologies is s52ill znotrer orobiem.

-

in somalia a new pharmaceu-ica? facLory was recentl!y buile,
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NC Che 1n the counzry =5 run “he factory, %hev don't have foreig¢rn exchange
O Suy the reguired inputs, and they den't have either :the facilicy to
train pecole, to run -ne factory or the appropriate 2ngilnsering supartise,
Recurrent Ccosts are not cocrdinaced with & coherent odlan irformed [o3'%
aceguate flnancial management. Recurrent costs of planned projects are
Not gathered togethar for a plan period and added to :ecurrent-costs of
services already 2RLRTing, anc then comparsd with the stream 0L pDotential

It seems that resgular meetings of donors Tay not be enough o solvae
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the domain of the donors. Developing countriss :th evelop

procedures ancé the Capacity for planning, financiel manacement, and

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

coordination wculd then fall cnto the government; it can't come soclely
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from meetings like this and doncr interaction. Recent sector work an
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projects heve bean trying to build in the development of such ca

am not sure we can "move in" fas: enouch to meet the problen, nhowever.

Long-range, medium tarm, and arnual plans related to nealzh financi:
are needed. Wa need longterm planning Zor health sectgr devalopment in
terms of diseases, MCH/FP, +tvpes o delivery svstems, and urdan,/rural
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needs. We need medium =ernm (3-5 vear) plans wish geocgraphical and
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Major prerolen i1s that, ~ommon.y, noth a develobment and a regular sudae
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~S DOt easy. Furche:rmors, pudget Cevegories are nOT IuncLionalliv me=aning-
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-1€Y ére only nighly aggregar -12 1fems. EErendltures
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In conclusion, Derhaps donor coo

solution, with aprronriats reforms in Planning and financial manacema=nt,

Donors need to zssist counctries to Huild
accounting capacitv before providing other loan suprort. Perhaps there

f£or this reform, and countries

[t}
4}
%

could be some donor collusion to pr

or it five vears or so from now.

Fty

be better off
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DISCUSSION

Comments centered around cost-benefit analysis and recurrent costs.
Michael Mills observed that:

up being credited to

i

the benefit side for health projects sometimes end
another sector rather than to health. Orchocerciasis contrel oregrams,
for example, “enéd %o be thought of in terms of z-res 2% land broucht under

cultivation rather than PErsSONns saved from blindness and loss of incone

cue to blindness. Furthermeore, sone development preojects result in health
Costs-~ Icor example, irrigation Projects and Zac:iories, which pollute the

environment,--tha+ may not be accountad for in cost-benefit analysis of

these proiects. But awarsness cf these costs and banefits has lad to the

In response, it wau nozed that for example the Bank has financed
river-blindness projects that are ac-uallw recurrent cost programs. So,

all the problems that have beer brought up in this meeting have been faced

-y

in projects like that, and the Bank will continue *o fund such projects.
I would estimats that roughly 10 to 20% of tha to-al health resources

in health projects wers DUt into recurren:t costs.
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Exceptions would be very large projects, such as Ban

Tecurrent cost would be a higher percentag=2. Thus, +there

variance in tnhe percentage among tne diiferent projacts.

Recurfent Cost rfinancing is likely to irncrease in the coming vears.
AS more countries will have huils thelr basic health infras“ruc+ure
through mzior capital orciects, the programs that will be develcped for
financing will pecome mcore searvice-delivery oriented, and +hus more
recurrent-cest lntensive. In flnancing recurrent costs, cne hnas Z0o be
certaln (at leas: lmplicitly, since i% is so hard tg quantirv) that the
lmpact IZrom tha% expenditure would he 5reater than from funding mcre
convercional typ2:s of Iavelcpmens activity,

David de Ferranti commenfed:

mven chough the 4ifficulty of valuing things in cost-bensfit analys
15 Not going to be solvad soon, we should not give up entirely,
Cost-benefit anzlysis is all rignt for very large undéertaxings where it
POssible for scmeone =0 take the -lme TO Q0 tne necessary sensitivity
analysis. However, Zfor cngoing cecisicn=~-making, when one already hes a
objective, ceost-effectivensss analvsis 1s useful to tell which i3 tna
least-cost way to achieve that Oobjective. 1In 'nlna, for example, it is
being used to decids whether they will use freeze-dried vaccines <or th
immurization progranm.

Denning pointed out that:

The practical gquestion of how health services will be financed in &
coming period may be more of a concern than the beanefit ana value of
health services. There is a stark contrast betwa2en middle-income and
poorer countries in what is practically Zeasible. 1In the middle~income

countries there are economic prospects for growth, albeit with

—23e



it

difficulties and the need to mare great adiustments still, bui at least

technical answers to hezl-h financing problems can be envisioneZ., In the

poorer countries, there nave bheen declining per capita incomes over the

last 10 or 1% vears and nelther we nor these coun

%

les seem tc o ible to

t
H
-

devise any clear cgrowch paths., There are signs of disintegretion uf the
public sector, bHu* sowme other sectors (such as public power compar:ss)
se€em to be manacing bet-er than Nealth, which is essentiallvw grinilng to

fNa:t without Zunds fer fuel, salaries, and so on. It might be =upected

that the situation in the public sector in these countries will becone
even more difficuls in the vyears ahead.
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analysis to the

,
$lneg

mentioned earlier, +he whole

’

it impossible to kxnow how much you spencing

infcrmation

-

-
aeor

inve

in this area? How are we using or

What else do we need? There are

develop for applica<-ion
intermediate ccuntries,

2 need c

WHO sees

‘-

-

that the nea.:on

0

a common

CO serious mul:tisectoral action.

~

-

We nee

over a number of

The fourth areq

a
~=—existing
~-~the need

3

--different lengths of tudy.

For example, *“he London Schocl of Economics ard
Hyglene and Tropical Medicine are starting a new
and financing, an attempt at integrating the iss
how health economics and financing are taught.
many schools of thought in this area, what chang

-26-
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the heal+h SeZtor,

intersec=zoral
t in posi+ive
finance and

L

r

D

agriculture,

the London School of

course in health plannin

g

ues. We want to look at

Recognizing that there are

be made?

€8 ought to






counteract the "Jeve

nealth financing z3 wall, Always emphasizing comprehensive Jdevelcopnent ac
the aporoech to =aka is cust as undesiranle as pursuing isclz+ed vercical

cpment nrocass, -t would al

plan. This tvpe ¢ thlnking would, in addition, n.lp us to get awav from
tne tendency o raspond ko fsolated ents and crisis situztions znd to

usually in ccuntries which are better off. Uuko tunately, those countries
who need this perscective mos« are, necwever, least capabls of using Health
for All this way.

B

The 164 member countries represent a broad sopectrum that mi De

cr

n

Xe}

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 Eo widen the
first group. In each region WHO is looking at certain Key countriss where
there happens to be a set of positive factors -- for example, tood people

in the right place-- to create examples and realistic success storles.
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As a follow-up activity to this meeting, those of us here -odzy could

probably agree on several

of these contries where it might ke worshwhi

S put in & special effort in economics and financing. WHO is reacy
SO and through its relationships with goverurents, WHO could improve

receptivity to issues of

tinancing and improve country capabilities.

-29~


http:wthwi.Al

BRIAN ABEL-SMITH

VORLD HEALTH ORGANIZATION

There are three important areas where all agenclies are iavolved--and

and for which exchange of information and Cooperation are Clearly

These a

analysis, and advice

L)

3

We can

togethe

re: tralning and education, data collection and
to countries.
do better a job about training courses if we do it

r rather tnan separately, so that we do not £ind

ourselves duplicating our efforts in one country.

With re
this fo
years a
1s now
To be a
reasona
years,
health
annourc

to per

gard to data, David de Ferranti has taxsn the lead in

T a long time. Havinc withdrawn from this crea 10
€o, WHO has to catch Up, and its Statistical 2ivision

taking this cn.

b+
n

ble to giva guicdance to countries about what

cle for them to Sxnpect to be able to spend in 5 or 13
wWE neec to examine some basic questions, such as: have

eXpencitures gone Up Or down since Health for All was
ed?, how is public/private health expendizure related

capite income?, do richer countries svend more?

We could sat Up mechanisms to exXchange infermation that each agency

nas. Some of the best information Comes out o:i sector reviews. WHO has

good information in 3 CLU's. By butting together studies as we come

across them,

we coul

d make use of then 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 i% is
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important fer donor acencies to think through the issue of recurrent
costs, those amounts (and we are talking abhcut Perhaps 1-2% of total
Costs) wcn't pay for eniire programs in 5 or 15 years' time. Furthermore
governments are probably no- J0ing to pay for then SY getiing more

taxation; therefore, 211 the flnancing oontions are importan-.

m
ty
D
'
-
—
U
B
=
po
0
}‘l
!
fu
A
[O5)
—
t'n
b h
(©
[t
D
3
)
4]
%]
th
y
O
3

In giving advice =5 ccuntries, «t
what has been saig hare, dowever, it wculd be us2ful <o lst each other
know what missions hawva learned about a countrw 5 prefersnces and
pcsitions cn specific
then focus on the ¢ptilcns in which the govarnment hzas alraagd

- - = ave~ay 1 . 3 S Y o y = d
$= Lhat would net be worsn Clscussing zcain,

make procress towards esulvy, which is, after all, what Health Z5- All is

about.
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MARGARET THOMAS

WORLD HEALTH ORGANIZATION
There 1is é substantial body of research
OECD; these documents ars available to all the
Furthermore, we are willing to a
represented here ut togethner.
coefficient, a percentage for est

bercentag2 of caoital expenditure.

ween WHO and

t

AID,

[

health

wes proposed. Such -a study would look at a

consider guestions such as:

~-What procadures are countries using to

e
-—How are they meeting recurrent cos:-s?

~=-What was the experience of Cost-sharing?

1y

sServic

--Wnat heppens to the use of

{F

1n countries?
The erffect of
control over income for chemselves,
Sector, should also be examined,
user charges to have a detriment
women.
Another idea that came out of that meeti

document to

-32-

5slst 1in any study the orcan

OECD has investigated

mix of

user charges on women in POOr econ

It woulgd certainly not

assist those involved with policy-mak

m

organlzation

th

imating what recurrent costs

experience

timate r

ecurre

omies,

Ng was to produce

n

i7a

- & a

n

°S when user charges ars

who rarelvy
particularly women in the Subsiste
be desirable

al effect on the use of health services

producec. by the Club de 35ahel and

(O

re.

tinns

G
O
s
(D
3
N

gs)
R

ct
~
j-

~J
O
Q
[
o]

o3
(1

T CCsts?

Y have
nce
for

by

a practicel

ing and poclitical














http:issues.AD










DISCUSSION

health

AID'sg

ation o

.
[

en

-4

L the

abou

raised

m
Ld

ts

projec

the many

on

hew

Wa s

5

P
[N

A

financing activ

available.

@)
L}

-t

13

19}

U
@
13
O

2,
>
Q

)
e

24
D—

th

-4
)
[¢)]
83]
t

%4}
£
et
U]
[en
[
iy

—1

1,

Ui

RN}
v
&

4

Uy

)
1
—
3
n
q¥
19

4

2

w3
1

Ui

[

iy
O
t;

‘3

Al

11

ID w

1]

—1
.0
3
1)
n
[33]

0

o3

9]

9
(34

0}
10
“3

i
[¢}]

—

4.

—i

{51

)
1

P
a

R

4

n

I

)]

e
¥
iy

2

> 1
§]
S
(i}
U

el
aQ
4

Yt

|

-l

)]
ced
I

l

—
1)

U

ded

were ad

nere

[oh

]

o
o

(o}
-
—t

e

e
o
o

o~

(]

—ref
4)
ced

e
4
199}
«
—

w

a3
m
G
9]
)
A

Q)

L
3¢

vt

ccst-

amilvy

&

b

o]

Uy

-
(48
<

I

T
-

‘0

i

!

1.
n

crl wWor

ner simil

-
-

some o©

-40-

planning.






Health Finencing Conicern/Strateey PRICOR

Staff compensaticn” Haiti (analysis)

Private-sector focus

fixed Finencine Schemec Liberia
Bolivia
Brazil

Tepayment capitaticn
ealth Insurance-private

sgicnal, narticoal bealthy insurance-
stuaies

Vs (interest in)

:allocation (dialegue)

Rezicnal Buresus
(bilzsterzl orozrams)

Senegal

Niger (self-supporting WiW:

Mauritania (seli-supportin:
His)

Lesatho

Guatemala (analysis)

Zaira

Janaica

Moroczo

Hoocduras

Fzypc

Latin 4rerica/CaribSezn Re

Peru ‘

Burgenstock Initiative
(Near EZast)

43

Daninican Rapublic
Philippines

Eostern Ceribbesn councries
Haiti (operaticas research)

Ecuador (through cocrs)
Janaica

Jordan

Daminicen Racublic

Ezypt

Lacin Arerica/Caribbean Reg:

Philippines

Morocco

Turkey

Tunisia

Yemen

Latin Azerica/Caribbesn Rec:

Honduras
Peru



Summary of General Discussion

In the final discussion period, there was Jeneral consensus on the
timeliness of this meeting and the readiness of all agencies present to

Wwork together to make sometning useful happen with regard to heal:h
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[81]
wn
o
—
(9]
O
_'::)
@8]
¢
fu
[ 7]
v

financing. The priority WHO is giving Lo this
positive development, zrd both AID and the World Bank stand readv to

§ and together take adve

3
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support WHO's effor

forts will create. There was concern that uncoorcdinated efforts by

Fh

e

donors could result in collapse of some public and private health

t

bn
t

institutions in a coun n

(D

ry because o heavy demands donors som=2times

3

KeY persons there.

v

make on the small number of policymeakery and
J P Y

The PAHO representative welcomed the Dossibility of strengthening

(L

donor coordination in the area of financing. He cited a few examples in

the region where this has already prove seful with AID, the World Bank,

[o%
o

and the Inter-American Bank. He thought the ILO should be added to the

.

l1ist of conors. DPAHO ang ILO have worked tecgeth

(0
ry

iss for

+

on strate

(D

)

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 Froposed for many different areas:

-4 1-



- exchanging information about -

'4

O education and training Drograms,

ults,

[0}

O reports on research and prcject re
o0 data on public experditures ang hezlth expenditures,
O projects and studies planned,

O upcoming missions to countries,

o completed missions,

= conducting studies of financing issues;

H
O
L

ules" about tvpes of advice

0,
A

[

- establishing common "groun
policy dialogus with country covernments:
- communicating at the country level by representatives of ths

various donor organiz

atlions;
- assessing and developing training in financial management

~e

and health eccnomics o improve developing country capability

(D

- preparing for 1987 Worlé Health Assembly;
~- identifying countries <or improvement of financiai
management capability and for special focus on financial

issues.

It was f£21t that sharing information coulé be started right away ona an

(V9]

ac hoc basis by each agency without developing policies or vlanning a bi

L

meeting sometime in the future. A person from each agency volunteerad to
Sérve as their organization's "mailbox" for such information:
Anne Tinker, AID
Dr. Hellberg, WHO

Tony Measham, World Bank.
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There was 2 consensus among those preszent that donors snould

(r
n

ltn tlnhancing te pursue “he other Doin

o

consultative group on he

above, which would become ltems on the acerda for the group.
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- "“'Ll e ta) Sonrtab vy Fa | YT -
Sunr WiLth representatives Trem Wi, AID, the Be

stages. A

93}
3
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tY

G

- D . - =3 ~ = ~ Yoo y = ~ oo . :
perhaps CECD, would mest firs: o Sraw up som2 mechanisms ang SuTC

(T
)

fcr the agenda. & cer

. .
There was concern azout those doncrs who ne=zded tc be invaolve
3 -~ N Ay~ 3 - - - - - M - -
these discussions Decause they fund Frelects that carrv heave rec
— —~ - '—s - - - —~ e - PRl PR . -— —~ M
CCsts, suzh eas acIpltal congtruction, *thus adaing To ths hurden |
.
i . . » ) . R o o c
couniries and cemplicating the nroblams. Although it woulad De honef

- 3 3 -~ o - . -~ T N - 3 ) . . \
Prove tc bpe a Lettar necnan.sm, az WHC Lhas found in 1Ts own exper

Througn OJECD, :the group would have an €ntry point into a wider ne:

Om2 other donors who are interestad in nealxh

which would include s :
financing issues (e.g. CiDa, SIDA, the Germans). Futhermeore, WHC

links with many other crcanizations already. To the extent that
et information from other Groups, it will then share it with the
AID, and OECD.

WHO agreed to organize tﬁe subseguent meeting within the next
(3) months either in Washington or Geneva. WHO Wwill need to know
fepresent each organization. Both WHO and AID indicated thev wou

Pretty heavily cn consultancts for their tachnical representation.
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Ltems should be notad.
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Attachment 1

David de ferranti's

Hancdout For AID/WHG /W
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A,

Ca

On

SHORTCOMINGS OF EXISTING

POLICIES

revenue generation, crises arise with r

weeting countcy goals for improving he

between resource requiremencs and proj

public budgat sources);

resolving current under? “unding of exis
low quality; alse, o insufficient spe
requiring aaded fuvestment cost to rep
prematurely);

avolding institutisnal crises C can
(e.g., social securily agency with def
by Creasury);

recenciling goals of maximizing invest
the 1emaads, of heal:cn prograzs for pub

is

a’locaLLo" of resources
eciive :ervices);

ciency also is low, du
.+ (IL.e., the "ouctput”--
gilven the lavels of i

with heav

ainder effl;lencv in ecoanomy overall

¢ some ctaxes used ara uly dis

¢ some are costly to <ol

equicy

fuge disparicies exist presently ia di

budget sources (e.g.,

advantaged groups benefir most (e.g.,
aids higher income groups);

across provinces,

espect to
alth {Now have gr wing gap
ected availability Zrom

J

ting secvices {(Yow leads to
ading on maintenance--—

lace capirtal ireas

burden
lcic needing to

governnenc finances
e bziled out

@ Lo prodlems in a2nagement,
quantity and quelity-—of
nputs used);

y reliance on rax sources,

torctionary

stribution of rescurces from
urban/raral);

ezphasis on hospitals



OPTIONS

l.' Change the level of government spending on health sarvices, through:

1. adjusting health's share of total pudlic expenditure, and/or
ii. raisiag or lovering total expendicture.

2.,

(@]

Revise the level or content of external assiscan

Use the resources already available to the hWealth 52CtOr more
efficiencly {2.g., improve the allocariocn of rasources and strengthen

insticuticns),

I
)
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ot
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n
44
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Alter the structure nf auhl

L. governzea:r budget allocations -o public health facilities:

[
.

n.
o
o
[
'8
b
i
19}
[
O
b=
W
0

grants and other support to private an

§a-

facilicies;

) o
[
[

reduccicns in the costs of heal:h services inpucs such as drug
prices or medical s:zaff salaries.

Adopt new policies on "risk coveraza® (soctal insurence, ecployer

healch plans, cocaunity-based pre-paid plans, HMOs)
Alter the organizational Rakeup oI the sector (=.z., change the

public/orivace nix).

P ol

txpand or contract accivities in orther sectors that affecet healzh

conditions (e.g., increasa i{nvestaoent {n water supply and sanitacion {(n
lieu of or in addition to extending health facilicies).

Reorient health sector goals to conform to resource limtrations (e.g.,

reduce targets for facility conszruction).

Izprove the pricing of services.
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government subsidies -
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-

"risk coverage”

itutions that finance

soclal insurance
enployer-based
community-basad
cooperative~hasad

subsidies

relmbursenent/
prepayument

inscituticas that provide
taxes health services

compensation
to staff

]
} fees for
“risk coverage"
fees for
services

staff of provider institucions S
= physicians, rurses, =tc. services

population }







Table 1:

COMPOSITION OF THE HEALTH SECTOR

Servicesd/

Percent of :toral exgenditure
on health®/

Curative care 70 to 85
l. Personal services (cara of
patients) by health facilities
and independenrt providers,
including traditional
practitioners
2. purchases of medicines
Preventive servizes: satient telated®/ 20 to 10
l. maternal and chilgd health
clinics, at healrh facilictias
2., community heal:h programs
(e.g., home visiting)
Preventive servicas: other 10 to 5
l. disease control programs
2. sanitation
3. education and promotion of
nealth and hvgiene
4. control of pests and
zocnotic diseases
5. monitoring disease
patterns
TOTAL 100

a/ Frowm list ia Tzble I, exclusive o0f wate

b/ Public plus private. Rough estimates,

¢/ The principal sarv

programs) are:
monitoring,
practices.

hypertension control. Oral rehydration

supplw,

lces offered in this category (through the outlets
listed--maternal and child health clinics and community health
lamunization, oral rehydration therapy, growth

and promotion of breastfeeding and improved weaning
Another likely to be increasingly important in future {is
therapy although strictly

speaking a curative activicy (treatment for diarrhea), can also be
considered preventive--and will be here-~because it has similar
delivery svstenm requirements and is essentially intended not to cure
diarrhea bur to prevent death from dehydration during diarrheal

illness.



-6 -

sadla J. FVENE TROM (ST CHACES A4S A Eaxclealniles
' SEFDDITRE N GOVERSMENT SRS SERVICES

: vl Total %o Recurrenr
Conaryl/2/ Ixpendinre Ixpedipra *bresd/

Sotsimna, 1973 2.5 2.8

or Sealth Mintscy aly,

o~

3unudi, 12 3.3
Colamhia, 1980 7.3 B.4

Grana, 197¢/77 C.a 3 Deal realch 2s a mercent of remaeen: ependizire, oo frmm 59 in
' 19%6/67.

Indotesia, 1982/83 12.9 15.3 AL levels of govenTent, excliding goverment @olowees' Lasurzncs
schema,

Jordan, %42 0.9 13.2 Delides Poval Medical Serdce SROS0MD Ly Telanse Ministry e o
' lack of qaza.

Irom leX in 1974/75

(¥
o
a-
g

l2sotm, 1980/8]

Malmd, [9&2 2. 3

Paciscan, 1980/81 1.3 2.3

feru, 193] 7.2 3 fercent of cotal (reciwremz alus capival) \e_*;:};fni:::e. X frm 12X
Pdlispines, 193] 8.4 5.8 ealth Mnistrv only. o fmom 147 {a 1978,

Pdia, 1990 3.7 7

Sl Lemka, 1952 3.6 N7 xn froq 3004 in 1974,

S, 1980/81 0.2 L.a Central govermmenc orly,

Qnisia, 1582/83 1.3 2
Zotemia, 1985/4) 2.0 2.2 fal isvels of sovRiMmL, excluding Famcenvama Tszizal, own fro

Saxea:  ainsworon (1Se%), ca Tarrvanci (i3822), lsurent (1982), ‘erla e secror TEV1ES IT TOlEesI aocumenrts.

N.d. = o2 gvallanins.

L/ For sveral ooumrriss W Listed, {nsuifizient daca exisc © cTame a pereentaza, Mz other avidence Imlies
tral Cre fifume =St te eithar (i) zaro >caise m fees ate crarzeq or collectiom is poc enforzed, or (44) very
small (e.g., uder 20) oacause f2es are winimal or, ®ain, colleciions is wor, Coancsies in cnig cziasory
Include Amgols, Zergladesn, Bolivia, Caperoon, Zype, Gaxon, Guatesala, Horduss, Jralza, lderia tigva, Malif,
‘breceo, Ngarda, I, Lcla, Yegen (9TRY) am Zaanda,

s

51 el Concy (26X for

b

2/ In China, relatively hrzn lavais were fnuq S ElEs of te following selacrad a-e
1980); Yecda Cowmty, Conzy ospital (745 Zor 1981). 3oe Prescors ax Jadzon, i§

[a))
w

3/ Figures exclude quasi~ouslic imstsrusioms (2.5, social lasurancs schemes),
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PHILIPPINES: Community Financing of Health Services

PHILIPPINES PROJECT TRIES COMMUNITY DRUGSTORES

This study in Iloiles Province, Philippines, was designed to: v1) help villagers
decide what PHC services they would support financially and how they would
raise the necessary funds; (2) help them organize stable, leng-term management
and accounting systems; and (3) encourage them to use part of their financial
resources for preventive and preomotive activities., Follewing a baseline
survey, six barangays (vililages) wers asked to specify what health servicas
they would finance as a community and what kind of financing they would use.
Five opted to establish boticas sa barangay (small community-run drugstoras)
the sixth chose to set up an emergency hospitalization loan fund.

.
¢

To raise funds, tha barangays favored a per-person or per-housahould fae, to be
collected monthly, quarterly, or after each cropping. The fee was usually 1
pesv/month (then, ? 14 = US $S1); a small amount was sometimes added the firs
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 astimatad ability to pay. Fundraising goals ranged from
500 to 2700 pesos, or 0.53 to 3.41 pesos per barangay resident.

2. bae

All six funds ave now active, although none of the barangays collected as much
initial capital as anticipated. Nevertheless, the five boticas are in
operaticn, and the hospitalization ioan fund has made several loans, all of
whirch have been repaid approximately on schedule.

The boticas are interesting case studies. Stocks are bought at 3% belecw retail
from a drugstore in a nearby town. Each botica carries its own seleaction af
about a dozen, non-prescription drugs, all chosen by the villagers. Although
the project staff had suggested cooperative (larger discount) buying, each
barangay prefers to buy independently. Recauss markuos are only a few percant,
residents can buy stocked items in their communities a% about the same prices
as in town. Even so, all five barangays are making enough profit on drug sales
to meet the inevitable increase in prices each time stocks are replenished. WNo

charge is being made for transportation costs or travel time--trips for purchasing

drugs are combined with trips Yor 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 voluntesr. 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,
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HONDURAS : Community Financing of Basic Health Services

SURVEY SHOWS COMMUNITY WILLINGNESS AND ABILITY TO PAY FOR HEALTH CARSE

Last year the Honduran Ministry of Health (MOH) conducted a household survey
in the capital city and in four health reglons as part of an operaticns
research project designed to identify alternative means of financing basic
heaith services. The stratified sample survey of 1,017 households (6,353
people) shcwed that

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

1

o] almost 50% of the illnesses were treated in the famlly and of trhosa
‘that were not, £2% were treaatad through MOH services and 38% thicuzh
the private secter:

o] the mean expenditure for each illness was $US 7.50 (median = 3US

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

© . the mean =xperditura for illnesses treated only in the family was
SUS 2.50 (median = $US .50), drugs accceunting for most of that
arount, anrd

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

' 1

-

for 25’ attltudes tcward the cant:
ing and fipencing heelth services. Ninetv-zsix se

2d expressed willingnass to pay for aill
consultaticn and drug cos:ts if the meney were kept in the community to izprove
heaith services. Two-thirds cof the respondents felt that the ccmmunity shouid
assume a more active role in health se:vices, either independently or in
conjunction with the MOH, and nearly three—quarters felt that the cemmunity
should be responsible for managing its health services funds.

The survev also gathe

e maticn on famil
goverrmment's role in ¢ o g

1o
.

Ty ot

4
ho)
i

[T £

The househe'd survey was supplementad by intensive observation of 25 familizs,
by case studies of existing ommunity finarcing or cost sharing programs in
Hoenduras, and by interviews with decisicrmavars in the community and the »oH.

The household survey and supplementary data have clearly shcwn that Hondurans
are willing ard able to assume increased mznagement and financial
responsivility for health services within tre cermunity, as long as they have
a volce in the process,


http:respons-:l.ty
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As a result of an extensive analys!s ccmbined with discussions with ¥OH
officials, four flnancing 2lterratives rcve been identified: (1) auotas (a
set fee for services); (2) payment for drugs, (2) contributions of labor for
construction and maintenance of health centers: and (4) a "community revolving
fund” managed by health committess. A Ffield test of one or more of these
alternatives is being planned for 196%5.

* ok k x *

“his study is being conducted by the Hinistry of Health of Henduras and by
Hanegement Sclences for lealth, a non-profit organization based in Boston,
vagteshuratts. Further informaticr on the project 1z ayailable from the
principal investigator, Dr. A. Frederick Hartman, Apartado Postal No. 7,
Coionia Kennedy, Tegucigqalpa, Honduras, or from Dr. Jack Reynolds, PRICOR
study monitor (Chevy Chase).
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LIBERIA: Community Financing of Baslc Health Services

LIBERIAN VILLAGES ORGANIZE TO FINANCE HEALTH CARE

Hard pressed econcmically, the government of Liberia has found 1t difficult
to ensure that adequate primary health care is available to all 1its
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 cwn 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 varticipation of a high percentage of village households:

3) reach a high proportion of children under Five, pregnant wcmen, and
lactating mothers;

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

Flnanclal resources and revenue generating potential of the 167 households
(1080 persons) in trne 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; approximately two-thirds of the household heads are aged 55 and

over. Most (72%) have had no formal education: 7€% are farmers. Household
inccmes 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, farmers in each village dcnate 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' Ccoperative 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 cach of the villages;
initlal capital to purchase drugs frem the Gbandi Farmers' Cooperative are
being railsed by assessment. A portion of the proceeds from the communal
rice farm will be desiqnated 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, partlicipating
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.

™h2 principal investigater writes: "The whole concent of a community
actively taking part in planning hew to finance its own health care 1is 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 qrasped by the people. However, the key to success
lies in constant supervision (menitoring) during the field testing of these
schemes. "

A test of the implementation of these flnancing 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.

kvhkhkk kA kkkkxkx

This study 1s 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. PRurther
infermation 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: Communitcy Financing of Primary Health Care

PHC REVOLVING FUNDS NUMEROUS AND WIDESPREAD IN THATILAND

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

The Ministry of Public Health (MPH) sent a letter toc all Tambons (the lowest
administrative unit, conslisting of a number of villages) asking health
officials to identify PHC funds in their jurisdictions. Seventy percent of
the Tambons respondcd and icdentified a startling 12,010 congoing funds.
Statistical analysis cf the data that 4,631 (39%) of the Ffunds provided on
follow-up wuestionnaires, 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 PHC funds operating in one or more villages, with many
villages having more than one fund. The average ranges from about 3 1in
the souiii to 8 in the northeast.

e There is significant regional variation. Mora funds were identified in
the northeast (52%) and north (32%) than in the central (11%) or
southern (7%) regions. '

® The most commen 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 civersified and sdded other PHC
activities. For example, many drug funds have added nutrition
activities; scme nutrition funds promote agricultural production.

® Most PHC funds were established by a "istrict 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 makiig a profit,
compared to 40-50% of the nutrition and sanitation funds.
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° Household contributions to and benefits From the Funds are extensive and
varied. For example, in the north, 49% of the households contribute to
the nutrition fund and 49% receive some benefit frem it.

The study 1identified five types of funds, each of which has somewhat differ-
ent characteristics.

l. Single-purpose profitable PHC funds, mostly drug funds, tend to enroll
and serve large numbers of households and to be profitable.

2. single-purpose subsidized PHC Ffunds, 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, tunds 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
entitlies family members to medical care at government health posts,
clinics and hospitals--up to eight illness episodes per nousehold.

Successful funds appear to have certain common characteristics:

] strong leadership 9 high protit rate

) 4 compact village ] diversified sources of income
] compensation of managers ] diversified services

° active health officer ] high levels of household

° some external assistance participation

Although a final raport on this phase of the study has not yet been pre-
pared, the study has already had a rolicy impact. citing the findings on
the relative success of Jrug funds and diversification, the MPH is now
encouraging existing profitable 4rug funds to diversify. Also, the Thai
Cabinet 1s debating the possibility of using community funds as a central
mechanism for financing health care ard other secvices 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.

* k * % %

This study is being conducted by the National gconomic anc 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 Develoupment. For more informatinn 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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NIGEZRIA: Community Healch Werkers

STUDY EXPLORES WHY VHW's DROP OUT
In January 1984 the Christian Reformed Church of Nigeria (CRCN) began a 2-vear
operations research study to find out why so manv workers were dropping out of
the CRCN village health worker (VHW) program in Gongola State. Of the 70
workers whno had been trained and placed in 12 villages since 1967, onlv 4 were
still on the job in 1982.
The first part of the study was a survey of 42 of the VHW's trained before
1983, most of whom had left their village posts. Preliminary results show
that:

) The median length of service among those now working as VHW's is 5
years.

° The median length of service of all VHW's was 3 vears 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 farming or
housework.

e Those who found better health jobs elsewhere tended o leave somewhat
sooner than those who returned to farming cr housework (2 wvs. 2.5
years).

° Education does not agpear to have infiuenced the duration of service,
for either men or women. However, among the dropouts, the workers
w“ith more education tended to find better health jobs elsewhere,
while those with less esducation 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 menth was only 2 years for men and 1 vear for women.

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

\

/COR |3 operated ty the Center (or Human Services for the Agency (cr Internationsl Deveiopment under Cooperiiive Adreement No, ALD/DSPE-3920-A 00-1048 0O,



Some of these results were unexpected, For example, the investigators had
expected that women would tand to remain on the job longer than man. Instead,
the average length of sarvice among the women was only one-half that of the
men. Those with more sducation were expected to drop out more rapidly, In
fact, almost as many of the less sducated workers als “ropped 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
aducated.

Other results point to the importance of incentives to 2nco uraga VHW's to stay
on the job: among the workers interviewed, earnings of lass than N10 per
month appeared to be insufficient. Moreover, a competing scurce of drugs or
health care nearby also tended to increase the drocout rate.

The investigators plan %o again interwview a smaller group of the dropouts to
clarifv their reasons for leaving village health work. Special attention will
given to H‘Obe who returned to farming or housework, since it might oe

Si2r to ratain those workers than the better educated ones. Interviews are
so planned wizh village healzih couniztess and fomale village lsaders, and
With participants in several othar church-related village health programs i
rural Nigeria. AZ tors that
account for VHW r:
problem, they wil
oneg,

ar the investigators have detearmined =ha Key [ac
ention and have identified possible solutions +
evaluate thosa solutions and field test the mos

9]
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This study is being conducted by the Christian Reformed Churech of Nigeria
(CRCN) Rural Health Prcgram, a non- profit organization based in Wukari,
Vigeria further information on this study is available from the principal
invastigators, Mr. James Ciroma and Dr. Herman Gray, P.O. Box 30 wukari,
Gongola State, Nigeria, or Dr. Jeanne Newman, PRIC COR study monitor (Chewvv

Chase).
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EGYPT: Commcdity Distribution

STUDY REVEALS DEMAND PROBLEM IN ORS DISTRIBUTION

Contrary to expesctaticns, a PRICOR study in Egypt has found that the problem
in a government oral rehydration salts (CRS) distribution system is one of
demand rather than supply. In January 1984 the Egyptian Ministry of ' ~1lth
began a 21-month operations research study of their system for distributing
CRS to rural communities in two widely separated districts. The study
examined the flow of CRS frem importation or production to the distribution of
the packets to villagers from both government and commercial outlets. In
addition, a survey wa:s zonducted of krowledge. attitudes, and practices of
health providers (physicians, nurses, pharmacists) and caretakasrs of children
under 5 about the treatment of infant and child diarrhea and dehydration,

Preliminary data show that supplies of ORS are adequate in both govermnmant
village health facilities and village commercial outlats. However, demand for
OKS is quite small. This results in unused government stocks of ORS in the
villages and, in the private sector, raduced production for commercial
distribution, The findings suggest that supply is not a problem, but demand
and inventory control are.

Demand. The Ministry of Health has already initiated educational and
social marketing programs to stimulate demand for ORS. Preliminary results of
the PRICOR study show that such activities are inportant and can be
successful. For example, the study found that in the district where health
center staff had received special education about ORT, 95 percent or morzs of
the diarrhea casss registered at these canters nad been appropriately trzatad
with ORS. On the other hand, in the district without such an educaticnal
program, only 60-70 percent of the diarrhea cases had bean treated with CRS.
Moreover, none of the pharmacists surveyed in either district recommsnded ORS
for diarrhea, although all reported selling ORS when physicians had prescribed
them. Bacause many nothers seek advice from pharmacists, 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 casas for pericds exceading 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 axisting .aventories, raduce wastage, and

PRICOR 13 operated by the Center for wman Services for the Aqency for Internatlcaal Development under Cooperative Agreement No. ATD/OSPR-5320. A 00- 1048 00.



meet existing demand more efficiently. It would aiso make 1t =asier to plan
for expansion of inventories as additional educational and social marketing
efforts lead to increasad demand.

Beginning in April 1985, the Ministry expects to fiald test one or more of the

—

alternative .strategies that 2mergs trom the study findings. Final results
should ke availabls by September 1955.

ook A hoAodeokoke hhok ok ok ok ok k

This study is teing conducted by the Strengthsning o
(SRHD) Project of the ngyphtian Ministry of Health.
available freom Dr. A, Nagaty, SRHD Director, and Dr. Y. Tawfik, principal
investigator, Nutrition Instircute Building, 16 Kasr El Aini Street, Cairo,
for the study (Chevy

t
<

Fgypt, or from Dr. Jeanna lNawman, PRICOR sts<f monitor
Chase).
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