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EXECUTIVE SUMMARY
 

This report provides the analytical foundation necessary to establish 

a corot recovery program for USAID's ('mbattingp Childhood Communicable 

Diseases (CCCD) project in Guinea. The Government of Guinea (GOG) has 

e:.:pre-sed its commitment to establishing a fee-for- servicc system for 

pr i matLy health care, using CCCD as the preliminary vt-hicle for .'hat could 

become a nation--.ide health finanice system. Towatds that end, the COG has 

endorsed the follo'oing tinancial principles ,hich undcelie the system's 

design: 

The national .. the salaties ot personnel 

at all levels of administration (national, prefectoral, and 

health center); 

1) government ,ill pay 	 health 

2) 	 The beneficiary population v:il pay for all other operating costs
 

of the system; and, 

3) 	 Receipts from beneficiary payments for curative care will pay the
 

costs of preventive services.
 

Building from these principles, this report provides the analytical
 

basis upon which the GOG can make decisions regarding the implementation of
 

a cost recovery system. Rather than imposing a specific set of decisions
 

on the GOG, this report seeks to facilitate the GOG decision-making process
 

by clarifying the issues component to a cost recovery system for primary 

health care. The primary issues addressed are: the advantages and 

disadvantages of alternative payment structures, the analytics of 

determining prices for curative services, and other topics related to the
 

implementation of the system and a preliminary test of the system.
 

The decisions surrounding the choice of a payment system are 

tundamiental to establishing a fee-for-service system. This study spells 

out the basic options available to the GOG regarding payment structures: 

payment per episode vs. payment per visit, a single payment for both 

medicine and consultation vs. separate payments for medicine and/or 

consultation, pre-payment for services, and complex vs. simple price 

schedules. 

The report presents the advantages and disadvantages of each payment
 

system in terms of: 1) efficient resource allocation, 2) equitable
 

distribution of the financial burden among the beneficiary population, 3)
 

financial risk both to individuals and to the system, and 4) administrative
 

burden. There is no unambiguously superior choice among these options. 

The report seeks merely to clarify the trade-offs imposed by these options, 

and to specify the relation of these choices to one another. 

The report also applies a micro-coputer health finance model to the
 

task of determining the features of a sustainable pricing (and subsidy)
 

system for primary care. The presentation of the model and some
 

illustrative results explain the analytical issues involved in pricing for
 

cost 	recovery. The basic components of this process are analyses of: 1)
 

the fixed and variable costs of operating the system, 2) the nature of
 



demand for services, and 3) demographic characteristics of the population. 
In explaining the model's structure, the report explains the analysis 
underlying the determination of a pricing strategy designed both to recover 
costs and to maximize the proportion of the population covered by the 
p[iI a v health cate system. 

In the absence of empirical data :gai dinr. va: iou4 demand parameters, 

the model's calculationi for p- i necessarily"ifpric- cu(rat ai' are 
illu'trative. "pt, the model dei .iiqttates the imp]iat ion ,of alternative 

Lypotheses regatding the demand tot health care and the cost of providing 

that care. The model also permits analysis of the financial implications 
of a range of policy options that the GOG may choose to incorporate in its 

cost recovery system. These choices include: the use of a pot ion of 

local head tax revenue to support health centers, providing free care to 
those unable to paN for care, retaining a portion of health center receipts 
at the centers as a motivational payment tor health center staff, 
subsidizing fixed costs at various adinistrativc levels, and setting a 

price for curative caare. 

The fourth section of the report covers a set of topics related to the. 

establishment of a cost recovery system within the context of the CCCD
 
program. These topics include cross-subsidization among health centers,
 
and the requirements for coordinating a test phase for the cost recovery
 
system. Cross-subsidization among health centers may be a necessary 
consequence of demographic and other factors determining demand for 
services. If uniform prices are charged by all health centers, some will 
make tosses while others generate surpluses. The system as a whole breaks 
even, yet the surplus generating health centers may need to cross-subsidize 
those making losses. 

Another signifi cant topic covered in the final section describes how 
the (KOG and donors could coordinate the implementation of a test phase of 
the cost recovery system. The GoG, CCCD, UNICEF, and WHO are called upon 
to provide inputs and to ccordinate their activities with one another. A 
fair test of the system will require that all the elements of 

test
fully-functioning preventive and curative services be in place in the 

area. 

Other topics treated in Section IV include: the physical management 
of funds within the system, possible private sector involvement in primary
 
health care, and recommendations for follow-up activities. Two additional 
health-financing consultancies are recommended. An alternative to strict
 
adherence to the project agreement provisions for evaluation of progress in
 
cost recovery is proposed. The report also provides a sequential checklist
 

of the decisions the GOG will need to make in order to establish a cost
 
recovery system.
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I. 	 Introduction
 

A. 	 Background
 

TIh- Ptoject Agreement tol the Combatting Childhood Communicable 
((CD) project in Guinea was signed June 22. 1085. It calls for 

the G;,.,. :! t of Guinea (Glin) to have "completed a study of a 
costs infee-f, etviceystem that will assist in covering recuirent 

rteat: c,,c.,rcod y thce project" vithin the first tt,elve montis of 
imp Iren tat ion. The Project Agrenement anne::, which describes the project 

Regional CCCD Ptoject to supply technicaliii do tail, iL ,iothe Africa 
assistance to the GOG for the above-mentioned study, Which this report 

cons t i tu t es. 

The present study pLrovides the basis upon which the GOG can make 

decisions -egarding the implementation of a fee-for-service system. The 

Agre::ent annex e:.:plains that the current project constitutes anProject 
phase" of CCCD in Guinea, which vas designed "carefully"initial te t 

considering the political and economic constraints of hoth USAID and the 

,ovelli:eUlt of (;kinea." Progress made toward the institution of the 
the five major points to be 	jointly
fee--tor-setvice system is one of 


project
evaluated by CCCD, USAID, and the GOG after 	eighteen months of 


operation. 

The eighteen-month evaluation is to determine whether 	progress made
 
to finance an
warrants extension of the project. The ability of the GOG 


increasingly large share of 	the recurrent costs of the project through
 
as "a major factor to be evaluated." The
aimto-financing is described 

evaluation is cuirrently scheduled fot January 1987. (N.B. With regard to 

the mid term projc t evaluation, wc recommend that the COG not be held to 

Ill- [eqli rement that the cost recovery ,ystem be in p1lace hv the end of IB 

inonths,. 'de finl( this goal to he overly arnbitious, pal ticular:, in view of 

thC lat( c inputs anid continual rlifficulty in Praining access to
Oflivev 
promi.cd fUnds: encounteLed by CCCD/Guinea. Some set of intermediate 

heichmaiks towatd the establishmeu of a cost recovery system should be 

identified for the upcoming 	evaluation.)
 

The GOG has taken several steps necessary prior to the implementation 
system. It has endorsed theof a fee-for-service, or other co.st-recovery, 


following financial principles which underlie the system's design:
 

(1) the national government vill pay the salaries of 	health personnel
 

at 	all levels (national, piefectoral, and health center);
 
other opeiating costs
(2) 	 the beneficiary populat ion .,ill pay for all 


of the system; and
 
(3) 	 receipts from benefii :v payments for curative care will pay the 

costs of preventive a , v'ities. 

Slightly at variance with p,,:it (3), the Expanded Program on
 

arging a 50 FG fee for child vaccination
Immunization (EPI) program began 

cards in eConakry in 1' The fee is insufficient to cover evenSeptember Fil. 

variable costs of vaccinations, so the remaining costs must have other
 

sources of funding.
 

Further, an MOH Arrete of May 29. 1986 set a schedule of fees to be
 

charged at public and private health facilities throughout Guinea. As of
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the time of this report this s chedule has not yet been implemened. (See 

section I belo ' for an analysis of ",hat impliation- the fee schedule 

vould have on the ,"l f inancin g of the health system.) 

The MH's policy stateMli and dcvelopment plan toi the period 
,itd' Af faire Sow iales , "Poli t ique1187 In ! [Mini'tel.! de la Santl 

;,men ale d la Santo et Plan dt D- loppv:lnt Saniti ii - ( 11-I/ 91)" 
juille? 19861 uiideiscotes the GOG's intention to Hdivnnb the question of 

Thu policy statementfinding Yuntainable financing toi operating costs. 

calls Wu: 

(1) 	health actions to be compatible with domstic economic
 
conditions;
 

(2) 	participation of communities in paying operating costs within
 

their means; and
 
(3) 	the design, implementation, and evaluation of projects to include
 

budgetary analyses of capital and operating costs and available
 

funding sources for them.
 

B. 	 Objective
 

This report aims to give the GOG the information needed to choose a
 
test in the CCCD project area (Conakry,
(set of) cost recovery option(s) to 


Kindia, and Telimele). The report examines information gathered in
 

previous studies with regard to recurrent costs of primary health care 

(PH) in Guinea; demonstrates the amounts necessary to charge users to 

assure Pelf-financing under a variety of assumptions; discusses the 

advantagres and disadvantages of various types of payment systems; and 

some 	special topics, including cross subsidization among health
comments on 

of the cost recovery sytem, and various
centers, coordination of the test 


cotsidetation, related to pricing for services.
 

C. 	 Methodology 

The methods used in this study are:
 

on the health system
(1) 	consulting existing documents and studies 

and economy of Guinea;
 

actors in the health system, including
(2) 	interviews with impnrtant 

personnel 	 ot the Ministries of Health and Social Affairs, Plan, 

Finance; major donors, including USAID,Decentralization, and 

and health delivery personnel (see
UNICEF, and the Woild Bank; 


a complete list of people contacted);
appendix A for 

(3) 	 data gathering by visiting health facilities; 

other African countries(4) 	 consulting documents and studies from 
which have some prior experience with cost-recovery systems; and 

(5) 	construction of a spreadsheet model of price determination, to be
 

used to evaluate the implications of policy decisions on the 

level of prices needed to make the system self-financing. 

D. 	 Key Information Sources
 

Two studies, carried out in collaboration among the MOH, 	other
 
costs and
Ministries, and donors, have treated the problem of recurrent 


the studies that resulted in the planning
cost 	recovery. UNICEF organized 

the country
document for implementation of EPI and PHC services throughout 
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by 1990 1'Ministete de la Sante et des Affaires Sociales/Ministere d 
Plan/IJC F,W''2T,iF/' D. "Plan ;arinno, l PFV IntrF - au.: SSP,NT ISAT D-(CC 
19R6.00m1," mai 1OH6] (we ,il c1all thin d umentit PEV/ASP). PFV/S.VP 
estimates the non-salaiyv recrirrciit ott o P U qystem, including EPI, 
oral rehydration therapy ((RT), prp natal rate, mala ia treatment, growth
 
monitoring, and esgential drugs. (o ts arc syrima ted at the health renter,
 
prefectutral. a.. l natiolal e.. P"-v/SP also epqtiiates the mi:x of 
curative cases at an average health center and necessary essential drugs to 

treat thei. 

The Wor1d BanI' organized a series of workshops and seminars as a part 
of the process of planning the proposed Labe Health Project. The first 
draft project document [Banque Mondiale, "Projet Labe," 1986] (we will call 
it Projet Labe) estimates recurrent costs, e:.:clusive of salaries, of 
putting a PHC system, similar to that envisioned by PEV/SSP, into operation 
at the health center, prefecture, and national levels. The Pro jet Labe 
estimates differ snme'hat from those of PFV/SSP. 

Two studies from other Atrican countries provide important information 
about hot: fully tunctioning cost-recovery systems work. A study of 

successful health financing systems in Zaire [Bitran, Munkatu, et al., 
"Financement des Zones de Sante au Zaire," Departement de la Sante 
Publique, SANRU, Departement du Plan, Sante Pour Tous, octobre 1986] and a 
report on a pilot PHC project in Benin [Alihonou, et al., "Le Financement 
Communautaire des Soins de Sante Primaires en Afrique de I'Ouest: des 
Lecons Tires d'une E:.:perience du Projet de Devcloppement Sanitaire de 

Pahou, Republique Populaire du Benin, 27 mai 19861 provide concrete 
information about service utilization and pricing in currently operating 
systems. 

Data collectcd on service utilization and curative case mix at the 
Madina Dispensary and Maternity and the Coronthie Mother and Child Center 
in Conakry provide a small sample of information about centers currently 
operating in Conakry.
 

A survey of household consumption carried out in Conakry in 1984 by 
the Ministry of Plan [Ministere do Plan, "Enquete Legere sur la 
Consommation des Menages de la Ville de Conakry," mars 1984] provides an 
idea of what Guineans (at least those living in the capital) are 
accustomed to paying tor health care. (There is no data of this type for 
rural areas.) Numerous interviews also indicated that unofficial payments 

for medical consultations and access to drugs have been widely practiced in 
Guinea for some time. 

E. Recommended Follow-Up to this Study
 

This report presents and analyzes a range of options available to the
 
MOH in its efforts to establish a cost recovery system. We recommend that,
 

follo.ing consideration of this report, the MOH consider requesting two
 
additional health financing consultancies. The first would assist the MnlH
 

in choosing among the options outlineC in this report by clarifying and
 
evaluating proposed decisions. This consultancy should only occur during a
 
period when key decision makers are present and ready to make decisions.
 
The second consultancy would correspond to the preparation for and
 
implementation of the test of cost recovery systems in the project area.
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F. Organization of Report
 

-
The reoraiiider of thi re', I itk oti. niz d into three sections. 
Section II describes the advantages and disadvantages of a range of 

potential payment system':: [IT describes and tlsecz thle model developed for 
the analysis of cost-recovery options; and section IV treats a variety of 

other questions regarding the testing an( implementation of a cost-recovery 

system.
 

II. Options for Systems ofPayment
 

A. General Considorat ion.i
 

Within thc context oIt (.n't recovery a variety of options exist with 
regard to specific payment qt1rLctures. These options include: (a) payment 
for each visit to the health ceiiret (including re-visits for a single 
episode of illness); (b) paymcnt pet episode of illness (with no additional 
charge foir&-'isitn for the same episode of illness); (c) payments for 
consultation alone (with medicine either included in tile consultation 
charge or purchased by pationt c separately); (d) payments for medicine 
alone (r.ith consul tation arid o;her fi ::ed con ts covered by a margin charged 

on medicines); and, (e) ptt-payment of a fixed amount for health coverage 
in case of illness. Figure 1 displays these various options in the form of 

a "decisinn tree." Tracing the tree's hranches from left to right shows how 
these options ielate to one ano the- and illustrates the sequence of 
decisions necessary to choose among these options. 

These various payment systems each cai ry certain advantages and 
disadvantages. The,, diffc.t ii the incentives they convey regarding use of 
health facilities, the ways in which they distribute the burden of fixed 
costs among the population, their effect on the financial risks facing 
beneficiaries, the financial risks to the s','stem as a whole, and the 
administrative requirements inecessary to operate the various systems of
 
payments.
 

If some services are of i red tree oi at less than full cost then there 
will be some tendency fot them to be "overused," reducing the efficiency of 
the system and raising costs. Since the whole population benefits from the 
availability of health servicte, whethei or not they have to use them, 
financing mechanisms that lei,; to the con.ts being more equally shared among 
the whole population are mote "equitable." Similarly, systems that lower 
the probability of some ilndi,.iduals having to make large payments for a 
costly treatment would be considered more fair, since it is largely by 
chance that illness or accidents befall individuals. 

The more that a system requires that each specific service is paid for 

by users, the lover is the financial risk to the system as a whole. When a 
system attempts to dete,-mine an average cost of a variety of services and 
sets prices according to the expected average cost, there is financial risl 
in guessing wrong about what mi.: of s-rvices will actually be consumed. If 
the consumed mix is more expensive than expected, the system will make a 
loss; if it is less expensivp, n surplus ,ill he made. 

The more complicated a system is, the more difficult it is to
 
administer and manage. I-lore staff time has to be devoted to record keeping
 
and the chances for mistakes and mishandling grow.
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Piqure 1 

DECISIONS FOR ESTA[BLISIIING PAYMENT SYSTEM
 
Price !2chedule
 

0 eicine Only 0 

Consul tation 

parate Price chedule 

/ Complex 

Payment per Visit 

Payment per Episode Price Schedule 

• •Together e 

Simple 
Medicine & Consultation Price Schedule
 

Sjaato ledicin 
Only 

Decisions: Consultation 

I Payment per Visit or Per Episode nmlle 

Q Medicine and Consultation Payed Price Schedule 
Sepearately or Together e xO If Sep~rate, .Charge for Medicine Only 
or Consultation Only

O Simple or Complex Price Schedule 



It is impo tant to 1,(1 that Ihic hevet o t thet variety of payment 
struCtMues is cisen, the Iv cg 11A costs of operatinig the health svs ten 
remain essentially the sa-e (though the administrative costs associated with 

different payment systems ral iary The prices setslightly) for the 
system of payments chosen mus t be adequate to cover the same total 

expenditure for the syster :ifs a w,!hole. The following section compares and 
contrasts alternative payrment struct ures in these tel.nis. 

B. Specific Options
 

1. Payment PeI Visit
 

One option is to charge patients a fee for each visit to a health
 
center. MOH data from 1983 [presented in World Bank, "Guinea Population,
 
Health and Nutrition Sector Review," 19851 show 2.7 re-visits per initial
 
visit for an episode of illness. Data gathered at the Madina dispensary in
 
Conakry showcd 1.5 re-visits per initial visit in 1985. In Zaire [Bitran,
 
Munkatu, et al.. 19861 2.3 to 3..3 re-visits vere found. In a payment per 
visit system ptices ,,ould h set by dividing the average cost per episode 
of illness (including oi .:.cluding the cos;t of medicines, see section 
IV.B.3. for discussion) by the expected total number of visits to find the 
amount to charge patient- i.stch time they entered the health center. 

Among the various o1tion .,charging on a payment per visit basis would 
motivate the most efficient allocation of health center resources. Under 
such a system, patients would be required to pay for the marginal cost of 
their use of the system (less the cost of salaries), thus reducing the 
incentive to "overuse" health services through unnecessary re-visits. 
Patients would use the systel only to the extent that they would be willing 
to pay.
 

A system of payments p 'is it Would require that the process of 
receiving, and ecOrrIling pW 'nn s. and physically managing the funds, be 
repeated each time a paticn re-isits the center for a given episode of 
illness. This; might be eaiei to manage than the alternative, however, 
since payment per episode v i h te- visits free of charge would require 
verification on each re-visit that a fee had been paid previously and that 
the visit did have to do ,iith the same episode and not a new ailment. 

There would be some financial risk to the system as a whole when 
payment per visit is first introduced and both the average number of 
episodes and average number of re-visits are not known. In setting prices 
an estimation would have to he iade regarding these two numbers. An 
underestimate of either would 1lad to higher than necessary pricing and a 
surplus; an overestimate would "n setting prices lower than necessary and 
a loss. In either case, tht i ,! ..ould be limited primarily to the first
 
period of the system's operatic,;, ;ince adjustments based on early
 
experience could be made coni:i:i,,,,l\y in future periods.
 

None of the costs ot health .ervices under a payment per visit system 
would be borne by the populalri: -hich has the good fortune not to need 
health care. Among those dc,h,,to iied care, those whose conditions require
 
more visits would pay a great, -hare of costs. One benefit to individuals 
of paying per visit would be that each payment would be less than would be 
required of a single payment for the same total amount. This would even 
out the demands on individual cash flow. 



2. Payment PcL Episode 

Another option is to nh:rge for the full cost of an episode of illness 
at the first vis;it, after .h 'lin there would he no additional charges for 
re-visits. Nrice pei epin:d! hould he er by dividing total cost 
(including or lrudin ed! ines, see I1.B.3, below) by the expected 

number of e:.:pected curativ, ase;. 

Payment pei episode could motivate a less efficient allocation of 
resources t han pa'pen rs l ' it. Undi a s,'stem of payment pet episode, 

patients would not face the warginal cost of their use of health services: 

the incentive may exist to make more re-visits than necessary, since there 
would be no additional fee. Yet, this incentive to "overuse" the system 

would be mitigated to the extent that time and transportation costs 

comprise a signiificant portion of the cost of a visit. 

Again, those not using health services would pay no part of the costs 
of having sLr'ices availai . In liin .ysie m, though, all those who used 
services vould pay the sa?: le of 'cots per episode, so the burden would 

be more equally shared than under the payment per visit system. 

The risk of individuals laving to make large payments would be reduced 

by the payment pe episode sv/ tem, since no one would have to make repeated 
payments for a condition requiring multiple visits. The financial risk to 
the systel;: as a whole under this system would arise from inaccurately 

forecasting the number of curative cases per health center and thereby 

setting prices either too high or too low. As stated above (section 
III.B.1) the health center staff would have to make fewer transactions 

under this system than under pa.'ment pet visit, but verification that an 
episode had already hern paid 'ay cause greater complication. 

3. Payment For Consultat iu and Medicine Separately 

Under either the pa,2,:c't p! visit or pet episode methods medicines 
may be included or separated from the payments for consultations. This 
section first considers separate payments for medicines and consultations. 
Under this system, consultancy fees would be calculated by dividing fixed 
costs by the expected numbers of visit; or episodes, as above (Sections 
III.B.1 and 2). Medicines .ould he priced at their cost (including 
delivery chlarges). With medicineN priced at their costs patients would pay 
their full marginal costs, so there would be no tendency for overuse. 

Since the cost of the pr ticular medicine needed would be borne by the 
individual patient there .'ould he no sharing of costs beyond the sharing 
under the system used for paying the consultancy fee. This could mean high 

payments for those individual, "ho would need expensive medicines. For 

example, those suffering frnm clistosomiasis would have to pay 1050 FG for 
treatment with praziquant cl (,lun the consultancy fee); whereas those 
suffering from skin infectiois [gale] would only have to pay 5 FG for 
benzoate of henzyl (plus the conIultancy fee). [Source for medicine costs: 

PEV/SSP.j 

The financial risk to the system would be minimal since every medicine 
would be paid for at its cost, assuring that sufficient funds would be 
available for resupply. (N. B. It would be prudent to price medicines 
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slightly highe' tlan cc.'s .. :iii inflation is expected, so that receipts 
will be sufficient to replace stocks at higher prices.) Administration of 
such a Sw, tcc: at rhe health centei level ould he somewhat complicated,.
since a schedule of prices ',,oLlld have to be )t and applied for each 
medicirip. 

In any disc,(tcs;ion Ol p i ilo [or iMpor ted ,oods (i . e. , medicines) it is 
impotant t !,It. I()(',I C l l ' " ,' 1 1r'- tot i adLt-d r ,,m'sod it ies he detei Mine-d 
using the shadow.' pice of toreign exchange. At the time of this writing, 
the Guinean ti-anc was overvaluc:d by approximately .2( per cent (and the trend 
was t ,owards'111 incIeasinir o'r ivaliiat ion). Thus, if imported medicines are 
priced at tie official (ra t hlo- thaii the shadow ) e:.:choiiii rate, they viIl he 
made artificiall' ine:.:pensi ye to domes tic consumers, in t roducing 
inefficiencies into health ca re pricing and contributing to an excess demand 
for foreign exchange. 

4. Sincle PayMent tor Consttl.tation and Medicine
 

A single charge to include both the cost of the consultation and 
medicine could he mad(-. Th,_c. ate two ways that prices could be set under 
soch a syste: . The. f iitst i :,ro determine a fee based on total expectedi 
costs (for hoth medicine and consultation) divided by the expected number 
of curative consultancies. The second method is to charge a mark-lip margin 
proportional to the cost of meidicines to cover non-medicine costs (this is 
the method suggested in PFV/SSP). 

The first system could !ead to overuse of some services and under-use 
of others, since all would he charged for at the same price. The second 
system could mak'e treatmentsriquiring expensive medicines relatively much 
more expensive than treatments requiring inexpensive medicines. This could
 
tend to skew use of services to,,.ard the inexpensive treatments, if those
 
were reasonably effective.
 

Costs wooild he more e'. ,i/l';hared among those using services by the 
first system and chances of l,iiiig to make a large expenditure for health 
care would bt low. The secolld systern would make those needing expensive 
medicines bear a disproportionately high share of non-medicine costs and 
would increase the probability of a large expenditure. The PEV/SSP plan
 
somewhat mitigates this risl: by stipulating that some of the less expensive
 
treatments be priced in such a vay that they can subsidize the most
 
expensive treatments.
 

The financial risks to the system would he high under both systeias, 
since the calculation of the ,ppropriate fee ot margin to cover costs 
depends on a prior estimate ot what medicines will be used. Under the 
first system (total costs divided by the expected number of curative eases) 
a prior estimate that a greater quantity of relatively costly medicines 
would be consumed than happenq in reality would lead to a financial 
surplus. Under the second (,h&ere a margin is added to medicine costs) that 
same overestimate of the demand for expensive medicines would lead to a 
loss for the system. 

Health center administration Would be simplified by the first system, 
in which a single fixed charge would be charged to all patients regardless 
of treatment prescribed. The second system would be more complicated, 
since a schedule of different charges Would have to be kept for each 
medicine. 

10 



5. Pre-Payment For Services 

Pre-payment to ser'icn. "uuid create a system of health insurance. 

The e:pected medicine and non ,cdirine rosts of covet ing a population would 
be divided by the number ot pc pl, to he covered and each household would 
be assessed a pre-payment pro , ti tnal to the number ot people in it 
(different weighting could k' qi'. to children and adults if desired). 

All participants would then h( entitled to all needed care at no additional 
charge. As tigure I indicat s, pre-payment systems could include full or 

partial payment. fn the ca; ot partial pre-payment. the same sequence of 

decisions regarding payment j cr ,isit ot pe episode, whether to charge for 

medicine and consultations separately or together, and so on, as in the 
other cases ,ould pertain. 

Overuse of services could be a real risk under this system, since
 
there would he no financial cost to users of visits to the health center.
 
This could ie :itigated hy modifying the system to require a modest charge
 
per visit (e.g., a deductihle or en-payment).
 

Costs of the availahility Qc! health set vices vould be most equitabl,'
 
shared under this system, since they would he shared by all, including
 
those lucky enough not to need to use the system. Similarly the risk of
 
making a large payment for a complicated treatment could be eliminated.
 
This payment system would create the financial risk to the system of having
 

to estimate in advance the number and mix of illnesses to be treated in
 
order to determine a pre--payMIcnt level sufficient to cover all costs.
 

One drawback. of a pie pa >n-t s','stem vould he the administrative
 
necessity of keeping accurat, ,errds of who is covered, though i-suing
 

cards with pre-payment could :uhntantially simplify that problem. Although
 
fees might not have to be cuccut,,d on a daily basis, accurate records of
 
visits and medicines given would have to be kept to use in revision of the
 
price of pre-payment in the mucx;:t year (as is the case in any system).
 

C. Complex or Simple Price Schedules
 

If cost recovery is to take the form of fees for services, options for
 
the structure of beneficiary payments range from "simple" to "complex."
 
Simple pricing systems apply a ;ingle price to all, or groups, of services
 

offered. A complex structure assigns different prices to treatment of each
 
individual condition. Prices "..'cmLd vary as a function of the cost of the
 
required medication and the icrensity of care required for treatment.
 

Both ot the systems pruposed to date for pricing h.aalth services in
 

Guinea (in the World Bank's Labe Project and in PEV/SSP) are of the complex
 

type. Thus, for example, the schedule of prices for curative care in the
 
Labe Project suggests a charp of 40 FC for treatment of mild malaria and
 
240 FG for severe malaria; 10u F; for treatment of moderate diarrhea and
 
820 FG to treat a severe cay,. These prices vary both across and within
 

illnesses. A similar type of "comple:" price schedule is suggested in the
 
PEV/SSP docur nt, in vhich tteat nt- vould be priced at roughly three
 

times the cost of the medicine. The margin charged on medicine is intended
 
to cover the fixed costs of operating the program -- recurrent costs and
 
depreciation.
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A third opt ion is to con,,ider some point. along the cont inuum he tween 
charging ei thr-l a single pI- , f,,r 1] tre.It,:ent (r I di fferent prices for 
each treatment. The (ThG ma i,'nid that rhe bes't so lotinn lies in 
distinguishing gr-oups of tuarTicrrtS that could lie priced similarly, with 
different prices for differcnf gr-oups of treatments. A WJorld Health 
Organization consultant teamh iii Nigeria, for example, proposed the division 
of primary health care se-vices; into fiv groups v:ith progress ively 
increasing prices as a function of the average medicine cost for each 
treatment group. 

For policy purposes, the- aLe four points on vhich to compare simple 
and complex pricing: equity, efficiency, risk, and administration. The 
following section examines alternative price schedules from these four 
perspectives. 

1. Complex Piices 

Complex systems charge a ditteient price for the treatment of 
different illnesses. One advrintage (A a price schedule that varies 
according to the actual cost, o treating each illness is that each patient 
is required to pay for precisely the treatment they receive. There is no 
cross-subsidization between treatments, in which someone treated for an 
"inexpensive" illness pays more than the true cost of treating that illness 
in order to subsidize the tieatment of someone eise's more "expensive" 
illness (who might then pay less than the cost of that treatment). 

Under a complex strUcItue. tlhere would be no incentive to "over use" 
services because they are under priced. Each patient would be required to 
pay the full marginal cost ot the treatment they receive, thus ensuring 
efficient resource allocation on this level of the primary health care
 
system.
 

2. Simple Pricing
 

An alternative approach ;ould be a "simple" pricing structure -- a 
single flat price to be charged, regardless of the actual marginal cost of 
treatment. This single pric ,ould apply to all illnesses, groups of
 
illnesses, or simply to differ-ent degrees of severity for a single illness.
 

A flat rate tor treaItIent ;,,old imply a network of cross-subsidies 
between patients. A simple examplc of this Would one in which illness "X" 
actually costs 100 FG to treat and the actual cost for treatment of illness 
"Y" is 200 FG (assume there is one patient with each illness). Under a 
simple system, both patients ,ould pay 15 FG. Thus, the victim of illness
 
"X" subsidizes the treatment of illness "Y".
 

A simple pricing structure is more equitable by definition than a 
complex structure: each patient pays the same price, regardless of which 

-receive. C7 , d structure does convey 
users the true economic coust ot treating their particular condition. This 
could motivate people to consume a larger or smaller quantity of services 
than they would it they faced the true (higher or loi.wer) cost of individual 
treatments. The result would be a less efficient allocation of resources 
in the primary health care :;','stem under a simple pricing structure. 

treatment the, Hov. -i sinIple not to 
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"Equity" and "fairness" have different meanings in this context. 

Equity meals simply that everyone pays the samu amount, rcgardlles5s of their 

of fajrness is more subjective. Proponents of aillness. The notion 
for victims of ancoMpI::: pricing stmuCtore ight ar gur that it is unfair 

is necessary to cover their own"incxpensivc" illness to pay more than 

care. Conversely, proponents of a simple structure might argue that it 

..ould be unfair for a mother who is unfortunate enough to have a 

to have to pay 2000 FG, while an ordinary delivery iscomplicated delivery 
charged only 400 F. 

One bei fit of a flat price structure is that it eliminates some of 
No one knows in advance if
the financial risk involved in becoming ill. 


an
they w:ill contract an illness, what illness it will be (a costly "X" or 

than facing
ine:.:pensive "Y"), or how serious their case will be. Rather 


the risk of a large medical expense, people might prefer to kno, in advance
 

that their payment ,ill be moderate (despite the possibility of this
 

moderate charge exceeding the cost of treating an "inexpensive" illness
 

under a complex stiicture).
 

Another benefit of a flat price schedule is that it simplifies 

the health center level. Therefinancial management and accounting at 
charge for a given treatment,would be no confusion regarding how much to 


to manage, and prices would be more
accounts would be easier for the staff 


comprehensible to the public.
 

A simple pricing structure does present the additional complication of
 

having to determine in advance what the flat price should be. To ensure 

be self financing it is necessary to know in
that a -imple tariff will 

to be treated. Current epidemiological data can
advance the mix of cases 


provide sufficient information for a first estimate for the determination
 

of a price (which can be modified with later data).
 

The type of calculation necessary to determine a flat price can be
 

the earlier example of illnesses X and Y.
illustrated by returning to 
100 FG and treatment of illness YRecall that treatment of illness X costs 


75
costs 200 FG. Now assume that current data allows us to predict that 


percent of patients %.,ill have illness X and 25 percent will have illness Y.
 

of treating each illness by the percentage of
By weighting the cost 

patients ,,ith each illness, one can determine a flat price that will cover
 

the cost of treating both illness. In this example, a flat price of 125 FG
 

if the actual case mix were 50 percent X and
would cover costs. How.,evel-, 

125 FG would fall short of costs and a loss
50 percent Y, the price of 

treated would be incurred.
averaging 25 FG per patient 


A pricing system of intermediate complexity, where groups of illnesses
 

were priced at a single rate ,ould result in intermediate positions with
 

respect to the four criteria in question. Several groups of uniformly
 

,,fficient and less "equitable" than a
priced treatments would be mo( 


system in which all treatments --!u performed for the same price.
 

be less risky to individuals than
Similarly, groups of treatments .ild 

administer as
completely differentiated pricc,. and somewhat easier to 


increased financial risk to the system as a
well. (There may, however, be 


whole in moving away from individually priced treatments.)
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In short, a more complex pricing structure has the advantage of
 
motivating a more efficient use of resources in the health sector than
 
would a simple system and would be more certain of covering all costs. On
 
the other hand, a simpler pricing structure is more equitable, spreads
 
individual risks among beneficiaries, and would be easier to manage at the
 
service-delivery level. There are fairness arguments that favor both
 
sides.
 

III. Model for Analysis of Cost-Recovery Options
 

In this section a model is used to help analyze the financial
 
implications of various options under consideration for the structuring of
 
a pricing system for cost recovery. The model is set up on the Wang PC
 
micro-computer at UNICEF/Conakry, where it is available for use by MOH,
 
CCCD, UNICEF, and other donor staff. Here the model is first described,
 
theni used to make some illustrative calculations.
 

A. Description of the Model
 

The model disaggregates all of the fixed and variable recurrent costs
 
envisioned for the primary health care system, and integrates them with a
 
wide range of assumptions regarding the operating environment of the system
 
and policy decisions on cost recovery. The model thus makes it possible to
 
calculate the average price to charge for curative care in order to make
 
the system self-financing, given any set of environmental and policy
 
assumptions. Alternatively, it allows the calculation of the necessary
 
subsidy to be allocated to assure financial viability of a system given any
 
choice of prices for curative care. This section explains the model's
 
structure.
 

Fixed costs are those expenses that do not change as a function of the
 
number of patients served by the health system: a refrigerator costs the
 
same amount to purchase and run whether it is nearly empty or full of
 
vaccines. Variable costs, on the other hand, are only those expenses that
 
change with the number of patients served: one hundred doses of vaccine
 
cost twice as much as fifty doses. Fixed and variable costs, together,
 
comprise total costs. The present model is built upon this distinction
 
between fixed and variable costs for the total set of services provided at
 
the health center.
 

1. Fixed Recurrent Costs
 

Two previous analyses of recurrent costs in Guinea's primary health
 
care system have produced estimates of fixed costs: the Labe Project
 
report by the World Bank, and the PEV/SSP report that emerged from an
 
inter-ministerial committee organized by UNICEF. The present model
 
includes the estimates of fixed recurrent costs (and depreciation) from
 
both of these reports (see Table 1).
 

The Labe Project disaggregates these costs into the health center,
 
prefectoral, and national levels; PEV/SSP combines costs on the prefectoral
 
and national levels, separating out only the health center costs. The
 
fixed costs calculated for the national and prefectoral levels alone differ
 
cnly slightly between the two studies; however, the Labe Project's
 
estimates of health center recurrent costs are significantly higher than
 
those shown in the PEV/SSP document (i.e., 431,000 FG versus 246,400 FG in
 
PEV/SSP).
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Tab'e I~ XE2~-z;rXi ED:~C~ 

T S
Pssunptic.rrs: Labe ;Y,'iSE Plej-I-
Plan
 

F!X COST3 2xge,_es-i.. tsatic r, 

health '.erter: 

Refri.erator 

p .aes 

fe! 


Motorb:ke (I) 

purchase 
mainten 

fuel 


Freezers (2) 

Sterilizatior kit 


Daily expenses 

Cards 

Neeles I sery 


9C, OX 
31,500 

87,500 
84,003 
54, 05, 

60,000 

15,300 

28,000 


Iaint. Center 

T eri.'et er 
Eaby s-ale 

100,ho0 

Tectal at HC 43!,00 

Prefect ure: 

Autowtles (5) 


purchase 

tainten 5,250,000 

fuel 4,050,030 

.,c-torbiKes (5) 
ourchase 

.airten 

fuel. 


Refigerators (8) 
Durchase 
.fuel 

Vatl. 6 funrit 
.ype. rters 

Pref Tot/..C 

Nator4.a,. 

Delivery Trucks 

purchase 


420,000 

270,000 


720,000 

200,000 


194,21 


wai rten 2,100, 000 
fuel 3,163,000 

Freezers 

Nat Tot/HK 16,CIS 


r Total/HK E4:,852 
Ps~t • ~A:.t 87'77,. 

1,850 

1,100 


121, 50 


Exer,es tisatlor
 

-.,t C . 

1,4.0

91,000 


84, w.aintera.-e 
,500 


17,500
 

245,400 


,Prefecture:
 

2,0c2, 112 

5,250,000 


588, 104 

437,50 377,856 


, 

28,3M,024 

252,000 1 2-3, 333, 952 

1 450,016 
70,(0) I 55,128 

107,313 1 188,089 

National: 

(,000 3,150,112 
3,179,S60 


725,500 1,293,304 


e,6!4 .30 

2-7,677 4E7,73! 
, .r~t 

31,53 


87. 500 

7,O00 

;)
efriterator (')
 
purcase

fuel 

Motorbike (1)
 
purchase 

fuel
 
Freezers (2)
 
Sterihizatic-n kit
 

Daily expenses
 
Cards
 
Needles & seryres
 
Kaint. Lerter
 

350 Thermzwet er
 
2,800 Baby scale
 

129,150 Total at 4
 

653,064 Fridce & kerc-sere
 
419,840 FreezeS 3)
 

Motorbikes (7)
 
612,376 


23,399,952 


94,894 

3.500,068 

pirchiase 
rairtenan--e
 
fuel
 

Toyotas:
 
dbie cats (35)
 
diesel
 
r.airterarce 

Co-olla (1)
 
cas
 
rairte larce
 

Pref Tot/4C 

N 

Trucks:
 
Isuzu (2) 

rairte7.ar,:e
 
diesel
 

2333,3K Reservoir (1)
 
maint. & fuel 

419,840 Co:d rora 
349,976 Freezer rc.. 

33,132
Nat Tot-/a
 

i.4, :7E Gr Total/-2
 
.
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Among fixed costs at the health center level., both reports include:
 
purchase and fuel for one t fr igerator; purchase, fuel . and maintenance of 
one motorcycle, to freezers, and a sterilizatioti kit.. With the exception 
of the last item, vhich is more rxpensive in the PEV/SSP report, these 
costs are neat 1,; the same in hot h reports. Hl .,vcvr-, , the wn reports diffte 
as to the remaining items i iul,d ,among fi.:ed ,ois at a health center. 
The Lahe Project rport inrlu,-.> taff per diem!- paper card°c (fiches), 
needles and .;yringe, (though rtic:u coild ,ell he cnsidered variable 
costs), and maintenance of tlie building. PEV/SSP cXc ludes those items, but 
includes tvo items excluded by Project Labe -- a thermometer and a baby 
scale.
 

The result of these differences in equipment is that the Labe 
Project's recurrent costs are 431,000 FG, while PEV/SSP's amount to 246,400
 
FG. (Depreciation is roughly the same in the two reports.) This 185,000 FG
 
difference in health center recurrent costs accounts for most of the 
difference in total health system fixed recurrent costs and depreciation 
calculated by the tv'o report5;.
 

The presen t model i uc lode he option of usiIlg either set of fixed 
costs as the basis for calculatinlg results. A conservative third option 
Would be to combine the fixed costs of both reports so as to include all 
the items excluded by one report or the other. 

2. Variable Recurrent Costs 

Variable costs comprise the second major component of the model (see 
Table 2) The costs employed are- those of the PEV/SSP report, disaggregated 
by vaccinations, growth monitoring, and pre-natal care. (The Labe Project 
report does. not disaggregatc v.i iable costs.) The PEV/SSP report provides 
these prices in US dollais, s;,wc all ot the vatiable inputs are foi 
imported commodities. This- i, ai important distinction, for it implies 
significant foircign ex :_angc :,.-qulrcments in order to re-stock health 
centers with the necessary iwd i, in(es. The inconvertibility of the Guinean 
Franc (FG) is a setious proble::, in this regard (though section III.C.1 
outlines a partial solution to the inconvertibility problem). 

As noted in the discussion of payment systems, it is essential both 
for planning and for accounting purposes that imported commodities be 
priced at the shadow foreign exchange rate, rather than at the official 
rate of exchange. To accommodate fluctuations in the foreign exchange rate, 
the variable cost portion of the model permits the selection of the 
appropriate exchange rate as an input to the model's calculations. 

The calculation of variable costs requires several assumptions, each
 
of which the model allows to "at-v'.The primary assumption underlying the
 
calculation of variable costs i.Vthe percentage of the population covered
 
by preventive services. (The ,ariable costs associated with curative care
 
are included later in the model.) Any desired assumption regarding coverage 
of preventive services could bk inserted into the model. Thirty percent is
 
the first year ('C(:n goal: 5() p,:rzcnt the secondary year goal; and 80 percent 
is the goal foi 1991 adopted in ,he PEV/SSP report. The ability to plug in 
different coverage levels for pteentive care makes it possible to use the 
model for planning over time. This is particularly important in the 
present case, for which the first term of operation will be a "catch-up" 
phase, in which a greater rate of infant vaccination would be anticipated
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to make up for the low levels ,)t accination in the past. Following the 
catch-up phase, the system wouli ,evert to a loper level of continuous 
operations to maintain coverag(- levels. 

Other assumptions expliiil. , i lcuO porated ill tile model of variable 
costs include: birth rate pet theuu-,ind, population pei health center 
(these tvo deteimi,. the numhim 0l pregnant women anid ne ,,borns per health 
zone) wastage of BC(' vaccine, ..,aste of DTP, Polio, tetanus, and measles 
vaccines thraugn Spoilage, nIImiet of doses of tetanus, DTP, and polio 
(which reqoui rE three), anid numbe ot weeks of malaria prophyla::is of 
pregnant ,oren. Data for each of these variables can he entered into the 
variable cost portion of the model, which can accommodate any assumptions 
regarding these numbers. The report's illustrative calculation of prices 
and quantities for primary health care are based on the assumptions 
displayed in Table 2 (which represent our best approximation of actual 
circumstances). 

The model of variable costs for preventive care presents sub-totals 
for tie thre ,a_ iegories o t prev-n tiwy service. For vaccination of 
children, the model displays: lte total vaccination costs, revenues from the 
sale of vaccination cards (at rlit price of 50 FG each, which is currently 
being tested in Conakry and is another variable assumption), and the net 
cost of child vaccinations. These costs are shown per child, as well as in 
total for a given level of coverage. Costs of health booklets for growth 
monitoring are displayed in the same manner. Finally, pre-natal care costs 
(chloroquine and tetanus vaccinations) are also calculated in this manner. 
Each of these calculations accou,-nts for spoilage of vaccines and number of 
doses. (lt 'ould be incorrect to assume that recommended dosages for 
preventive treatments equal acr Ldl dosages. For e:.:ample, the records at 
several health centers indicated that pregnant women typically make their 
first pre-natal visit in theil I econd trimester. and thus receive2 twenty 
weeks of malaria prophyla.xis.) The last line of 'his part of the model 
presents the total net cost (it preventive services. 

It is also important to notl that the proposed charges for preventive 
services do not cover the full cost of those services. Thus, as the 
percentage of the population covered by preventive care increases, the 
total net cost of providing thosE service increases, as well. The average 
price for curati',e care ultincirr-y determined by the model is calculated to 
subsidize and thereby to cover the net deficits incurred by providing 
preventive calc. 

3. Calculating Equilibria Pi ices and Ouantities for Primary Health Care 

The model's underlying fki:rtion is to incorporate data on fixed and 
variable costs into a model of demand for health care, and to calculate 
equilibria prices and quantiti,'- for services. Equilibrium is defined here 
as the price for curative care and the quantity of preventive and curative 
care demanded tLiat generate; jil: ,nougi reveiue to cover the health 
system's recurrent costs. To pc-iuorm this calculation, the model requires 
two set of inputs in aidition to those described above: demand 
characteristics and policy choic- variables. 
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Table 2 

V.A .E COSTS OF P.REENTIVE S--V!S (;zV/S;P Hyxcthes.s) 

Coverage = 50% 

Unit Lrit Cost cer 
Price Ccost (a) hEa:th enter 

Coiapcs:ticn $LS F3 FSF3 

Yaccint iots: 
Vaccirs 

BC3 $0.030 $0.120 42 14, 05 
,TCc- $0.0. $0.101 35 12,510 
Polio $0.C¢- $0.10! 35 12,510 
Measles O.C191 $0.118 41 14,5 5 

Vacciration Cards $0.036 
 13 4,44,0
 

Tot Irfant Vac $0.477 167 52, A62 
Sale of Cares $0.143 50 17,625 
Tot Net Vac $0.334 117 4!,237 

G--owth -nitori-g:
 

Health Bock $0.250 88 30,844
 

Pre-Natal Care: 
CLlor 30.006 $0.257 90 3!,683 
V6 $0.0!7 $0.065 23 8,I80 

Tot Pre-Nat $0.3-23 113 39,EE2 

Total net preventive services 81,100
 

(a) ircludes wastage and sequence of vaccination (polio ard DTC0). 

47 - Birth Rate (pLer thousand) 
1,000 - Pop. per Health Center 

50W%- Rate of wasta7e of BCG vamne 
30S%- Rate of wastace of DTCcq, Polio, VAT, and Yeasies vaccines 
3 - Doses of VAT, DTCoN, et PcIlio vaccines 

- Weeks of chloro uine therapy for prennant women (2 co/week) 
3!0 - Foreign Exchange Rate 
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Demand Characteristic
 

The model ca Icul ates the quai t ity of services demanded as a function 

of the average price of services and the per capita income of the 

beneficiary popula t ion (N. B. these are features not included in tile model 

set up at UNICFF 	 in uinea, but wIill be incorporated in any follow--on 
(a) an initial quantitycnnsultancy). The required inputs thus include: 


of ser vicCS demanded; (b) an initial price of services demanded; (c) tile
 
care; and. (d) the incomepricc clasticity 	(,t dcm;lnd for primary health 

elasticity of demand foi primary health care. This information defines the 

demand of the boneficiary population fo primary health care, thus 

permitting the calculation of quantity demanded as a function of price and 

income. The total revenue generated by this demand equals the quantity of 
the average price charged for thosetreatments denanded multiplied by 


treatments.
 

to the
Applying this model in Guinea requires educated guesses as 

specific values of many of these parameters. Prior to the system's 

operation, we have no real information abour tile quantity of services 
for CCCU) health centers willdemanded at an,' price. The coming test phase 

provide that infoirmation oil a continuous basis, permitting both initial 

estimates and constant updating of those estimates as more data is
 

compiled. The price and income elasticities are more problematic, since
 
borrow
neither has been 	 estimated for Guinea. One approach is to 

other health systems for ,:hich those parametersinformation from countries' 

have been estimated. Based on such information, we would expect the price
 

elasticity of demand to fall ,,ithin the range of -(.10 to -0.35 [P. 

Feldstein reporting on studies in the United States and D. Dunlop on 

Ethiopia], and the income elasticity of demand to fall within the range of 

0.9 	to 1.3 [B. Massel and J. Heyer study in Kenya]. This is an
 
the testing of a
appropriate appal, par t icularly since the model permits 

range of values fo these parameters. The extent to which the model's 
are sensitive to changesoutputs (i.e., e-;uilibria prices and quantities) 


in these parameters will help to prioritize future data gathering
 

activities.
 

Target values for the quantity of service utilization follow from
 

several demographic characteristics that the model incorporates:
 

population per sub-prefecture, and the average number of illnesses per
 

person per yeal seen by health centers in similar countries. Thus, in a
 
cases per person 	 persub-prefecture of 15,000 one might expect 0.6 curative 

case
year -- or 9,MX) cases -- as a potential case load. The actual 


load, however, will be determined by the demand function described above.
 
per person per year
(See tile appendices for figures ol curative cases 


observed in Zaire.)
 

One final "environmental" characteristic incorporated into the model
 

is the mix of illnesses in the population, which determines the average
 
(which will be a weighted
cost of medicine. The average .iedicinc cost 


average of the cost of medicine,: for various ailments, weighted by the
 
figure into the system's
distribution of cases among those ailments) must 

costs, as well. Analysis of th,,. PEV/SSP case data yields an average 

medicine cost of 47 FG per curative case; Projet Labe data indicate 85 FG; 

and data from Zaire indicate 119 FG in medicine cost per curative case.
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Policy Choice Variable
 

The remaining inputs are pIlicy choice variables, where the GOG must 
decide what kind of provisions, it '.,ants to include in its cost-recovery 
system. The model shows the etfects of these choices on the financial 
status of the system and the equtilibrium price and quantity for services. 
The sale price of vaccination cards determines the net cost of vaccination 
services (part of the variable cost of preventive service). The model also 
allows for the possibility of providing free care to indigents otherwise 
unable to attain care. That parameter is entered as a percentage of the 
population (Cii h can !)- slt to -_CLU if no free cale is to be provided). 
Another option under discussion is to allow health center staff to keep a 
percentage of receipts as a form of motivation payment. Current national 
decentralization discussions .'ith respect to the prefectoral head tax
 
(CDP), envision the possibility ot nsing a portion of it to subsidize health
 
center operations. The model allows for various assumptions regarding the
 
amount of the CDP allocated to sub--prefectures, the percentage allocated to
 
supporting health centers, and the rate of collection of the tax (i.e.,
 
what percentage of the population actually pays the tax).
 

Each of these policy choices affects the flow of revenues into the 
system. From a policy perspective, it is important to understand that any 
decision that reduces the level of costs to be covered by health center 
receipts incLeases the level of public subsidy necessary to operate the 
system. The decision by the (a"4 to pay salaries for health system staff, 
for instance, represents a substantial subsidy. Providing free care to 
indigent persons would lower revenues without lowering costs, and thus
 
require compensation elsewhere in the system. If the GOG is in some
 
instance unwilling to subsidix'e w!here its policy choice requires a subsidy,
 
the result will be to increase the price necessary to charge for curative
 
care and to reduce the utilization of the system. Policy options that add
 
to the system's revenue, such as devoting some portion of a local head tax
 
to covering health center expenditures, will have the opposite effect.
 

4. Financial Flow:s Through thc Health System
 

This final section of tie ,.,de. is structured to integrate the fixed
 
and variable cost models and to apply the assumptions described above in
 
calculating the surplus ot loss at each administrative level of the health
 
system. Receipts and expenses at each level of system are calculated, and
 
the balance is passed along up the system to the next level. Table 3
 
illustrates this flow of funds through the health system.
 

At the health center level, receipts are the sum of payments for care,
 
sale of medicine, and tax receipts from the local government. Total
 
payments for care are calculated as the price for curative care multiplied
 
by the number of cases per year, adjusted for the portion of those cases
 
who pay for services. Receipt-, fot medicines uses a similar formula,
 
substituting the average salc pi ice of medicine for the price of curative
 
care. Ta.: receipts are calculated as the product of the population of the 
sub-prefecture the amount of the tax, the portion of the tax allocated to 
the health center, and the rat(, (f tax collection. 

Among expenses at the health center level, operating expenses and
 
depreciation are drawn from the model's earlier calculation of fixed costs,
 
and the expenditure on preventive services is drawn from the variab.e costs
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,able 3 

-LOW OF FUNDS THROUGH VARIOUS ALMINISTRATIVE LEVEL 

kural Health Centec Urban Health Center 

:ategories Receipts Expenses Categories Revenue Expenditure 

eceipts Receipts 

pym ts for cu 605,831 pmts cur care 3,634,989 
medications 82,722 medications 330,888 

va: cards 17,625 vacc cards 17,625 

::al tax co 150,000 local tax cont. 150,000 
)peratinq costs 326,250 Operating costs 326,250 

)ersonnel motivation 121,166 Personnel motivation 726,998 

lurch3se of prey. prod 63,475 Purchase of prey. prod 63,475 

lurchase of medicines 91,913 Purchase of medicines 330,888 
'ur:hasE of vacc cards 4,442 Purchase of vac: cards 4,442 

,mortization 129,150 Amcrtization 129, 150 
'otal 856,179 736,396 Total 4,133,502 1,581,2C2 
imt to Pref. level 119,783 Pmt to Pref. level 2,552, 00 

erfectural Level National Level 

ategories Receipts Expenses Categories Receipts Expenses 

eceipts Receipts 
pznts at HC 3,254,521 pmts at Pr 8,299,262 
sale of med 913,564 sale of med 30,147,610 
prey care HC 630,900 prey care Pr 20,819,693 
vacc card HC 44,146 vacc card Pr 1,456,812 
perating expenses 1,936,407 Operating expenses 5,268,000 
urchase of med 913,564 Purchase of med 30,147,610 
urchase of prey supplies 630,900 Purchase of prey supplies 20,819,93 
urchase of vacc cards 44,146 Purchase of vacc cards 1,456 ,812 
mortization 1,066,621 Amort.zation 2,825 ,500 

otal 4,843,130 4,591,638 Total 60,723,378 50,517,616 
ymt to National Level 251,493 Balance 205,762 
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section of the model. Expenditur t on motivation of personnel is the 
receipts from curat ive ca-e mulltip!ied by the percentage designated for 
that purpose. Expenditure on ri dicine is the number of curative cases 
multiplied by the average cost of medicine.
 

The financial balance for a health center is the difference between 
receipts and expenses. S-rrp] uses' be passed up from each health center 
to support costs at the )efectot,1l and national levels. There are an 
average of ten health centers iii (,;ch prefecture. Thus , prefectoral 
receipts average ten times the suplus at the health center level. Since
 
it is assumed that full cosL.t ',.il I be recovered foL medicines, receipts 
from medicine sales ha lance ,,i t co.t!s at hoth tire health center and 
prefectoral levels. At the prefecture receipts for preventive inputs 
balance with costs as the inputs ate sold to health centers and purchased
 
from the national level. Operating expenses and depreciation at the 
prefectoral level are drawn from the earlier calculations of fixed costs.
 
A surplus at the prefectoral level may then passed up as receipts to the
 
national level.
 

Receipts at the national i:] of surpluses theIA- conIsist the at 
prefectoral level multiplied by -hit ty-three -- th number of prefectures, 
As at the prefectoral level, the restraining receipts (sale of medicines and 
costs of preventive care) are exactly balanced off by their costs. Both 
medicine and preventive servicP rost.s and receipts at the national level 
are thirty-three times those costs an the prefectoral level. Unce again, 
operating expenses and depreciatinr are drawn directly from the fixed-cost 
portion of the model. 

The difference between receipts and expenses at the national level
 
represents the financial balance for the system as a whole. A perfectly
 
self-financ ing system, in which services were neither under-priced nor 
over-priced, vould shoW surplurses at the health-center and prefecture 
levels just great enough to leave a national b1alance of zero. 

B. Illustrative Rosults of the Model 

This section of the repott 1)neserrts illustrative Lesults of the model. 
These results demonstLate the effects of variations in key parameters and 
decision variables on the pricing, subsidies, and level of coverage. 
Choices between higher prices (and lower coverage) and higher subsidies 
(and higher coverage) must be t;iad., to assure the financial soundness of the 
system. These results are illitrative, rather than definitive, because of 
the need to substitute ranges of ",alues rather than specific numbers for
 
several demand characteristics. The analysis shows the effect of variation
 
in key demand characteristics, as well.
 

1. Assumptions 

Our best guesses about the de.mand characteristics are the following: 
the corresponding quantity of curative services demanded to a price of 220
 
FG per episode is 2,250 curative episodes per year per health center and 
the price elasticity of demand is -(n.2. The price chosen corresponds to 
the mean price charged per curirtie episode in seven health zones in Zaire. 
Those zones found that the population within the service area of the health 
zone averaged 0.6 curative episodes per person per year. In Guinea 
approximately one fourth of the 15.)(W) people within the average 
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sous-prefecture ate estimated to he served by the health center. At 0.6 
episodes per person, the healt h r I er would see 2,250 patiets per year. 
The price elasticity used is alMur mid:ay between the findings in other: 

countries (see III.A.3.). In the simulations discussed below we allow the 

population served by the health ocnnuc to vary to show the importance of 
our assumption. V also allo" the number of curative episodes per person 
served to vary. 

Duiring our ,"ni-ltancy ,c w,, informed that tho MOH was considering 
setting the price of a curati,'', c n :ultancy in its health centers at 250 FG 
per episode (mediiI e to he paid For at full coqt separately). In the 

following simulations we show nhat the effect of setting such a price would 
have on the number of episodes of illness a health center would see each 
year and on the level of subsidy the GOG would have to provide to keep the 
system financially viable, under a variety of circumstances. We also 

simulate what price it would be necessary to charge to make the system 

financially viable vithout additionnal subsidy (break-even pricing), under 
the same variety of cirumstancey. The effects of the break-even prices on 
service use are al.o shown. 

The choice ot a price tor cultive consultations is the key decision 
variable. In the simulations pti Iduted here a series of other parameters 

and decision variables are held constant. These parameters and variables, 
the values assigned to them in the simulations, and the effect of an 
increase in each of them on the break-even price are shown below: 

simulation effect on break
value even price
 

- proportion of pop receiving free care 5 % increase 
proportion of receipts used a4 staff 

motivation 10 % increase 

- CDP allocated to sous-pelecuL0 100 FG decrease 
sous-prefecture all ''at inn ol CDP to 

hea!.Th .-nt-::. 20 % decrease 
- collection rate of CDP 50 % decrease 
- average cost of medicine per curative 

case 85 FG increase
 
- Labe Project estimate of fixed costs 

per health center 879,759 FG increase 

2. Simulations
 

The first simulation is sh'"- in Table 4. There the population with 

access to curative care is alli"nd to vary from our best guess of 25 
percent up to 50 percent, Vhilc :i;','entive coverage is held constant at 50 

percent. At 25 percent a pri, i.-i curative episode of 250 FG would mean 

that the GOG would have to sub, din_ the system an additional 65.5 FG 
million. To avoid the need fo -'ibsidy (to break even), a price of 360 

FG would have to be charged pci ,:,tive consultation. The higher 

break-even price would reduce . !'ervices from 2,193 per year at a 
price of 250 FG to 2,039. At ii 'i levels of access the price of 250 FG 
is adequate to cover all costs. 'Aqc the break-even price can be lower than 
250 FG and service use higher. Hln.ever, we believe it unlikely that 
effective access to curative servivvs will he much higher than 25 percent. 
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Table : PrizeE and Subsidies with QariaticnE in Acces5 

Pop witr F-ice = 750 FG Ereal-even Fricing 

6cces 


Cu-atl e 5ubsid,* Curative Price Curative
 
,Cre o.> F 7F Case05E 	 Cn1i ' L-b Ials 

= 2,029
 

35 10.6 3 070 238 3,101
 

so 124.9 4,386 154 4,833
 

* minus sign inoicates a subsidy is needed, no sign indicates
 

that a surplus would be earned.
 

A sumptions: 

I preventive coverage = SO % 

(' population of sous-prefecture = IS,000 
= 


(3) curative cases per person per year O.6
 
= 


(4) price elasticity of demand -0.2
 

(5) proportion of population receiving care at no charge = S % 

(6) proportion of receipts used as staff motivation = 10 %
 
= 


(7) COP allocated to sous-prefecture 100 FG
 

(8) 5ouc-prefecture allocation of COP to health centers = 20 % 

(9) collection rate of CEF = O "
 

(10) Labe Project estimate of fixed costs 

( I average cost of medicine per curative case = 85 FG 

Table 5: Prices and Subsidies with Variations in Preventive Coverage
 

Population Price = 250 FG Break-even Pricing 

Covered by 

Preventive Subsidy* Curative Price Curative 

Care (%) (FG mil) Cases (FG) Cases 

30 -5e.9 2,193 349 2,052
 

S0 -85.5 2,193 360 2,039
 

80 -75.4 2,193 378 2,019
 

* 	 minus sign indicates a subsidy is needed, no sign indicates 

that a surplus would be earned. 

Assumptionz:
 

(1 	) curative coverage = 25 % 

(2) population of sous-prefecture = 15,000
 

(3) curative cases per person per year = 0.6
 
= 


(4) price elasticity of demand -0.2 
= 
at
(5) proportion of population receiving care no charge % 

(6) proportion of receipts used as staff motivation = 10 %
 

(7) CDP alloceted to sous-prefecture = 100 FG
 

(3) sous-prefecture allocation of COP to health centers = 20 % 

(9) collection rate of CDF = SO * 

(10) Labe Project estimate of fi,..ed costs
 

(11 average cost of medicine per curative qase = 85 FG
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The simulation shown in Table 5 allows the population covered by 

CalE to vat ' hetwe iald 80 pefcelit (the CCCD first yCarpreventive 
target and the UNICEF 1990 target), while curative coverage is held 

constant at 25 percent. The resulrs show that at a price of 250 FG for 
' as pieventive coveragecurative care a grow.(i sbKi: u Id be needed 

increases. The brea1-ev.'en pric. 'o-ild only have ro increase from 349 FG to 

378 FG to acco7m7i!odartE the r i s i I ,rfeeIltive covet age from 30f to 80 
curative service usepercent . Similarly, this price increase 	 would lo.ei 

per year).only slightly (from;1 2.052 to 2.(1') cases 

all o.- the number of curative cases per 

person per :,'ear to vary while holding preventive coverage constant at 50 

percent and curative coverage constant at 25 percent. The results show the 

great sensitivity of the system to this parameter. At 0.4 episodes per
 

episode .ould require a large subsidy, but at
 

In Table 6 the simulation 

year a price of 250 FG pet 

0.8 	episodes a small surplus w..,ould he earned. Simi larly, at 0.4 episodes 

to hE high (576 F) and, consequently,the break-even price vould have 
low (1,27 cases); whereas at 0.8 episodes the price could beservice use 

much lower (245 FG) and use o '-,crv ices much highei (2,936 cases). 

to b, a parameter and ne,. - decisionAlthough we consider episodes 

variable, it is not absolutely given. The number of curative episodes 

coming to a health center is affected by the perceived quality of care 

offered there.
 

3. Policy Implications
 

two sets of policy
The results of thp simulations presented above have 


to do with the proposed price of 250 FG for 
an
implications. The first has 

care. The second set has to do with priorities for
episode of curative 


data collection.
 

Only under an optimistic set ot assumptions does the price of 250 FG
 

per curative episode result in selt-financing of health care at the health
 

that the GOG will have 
to choose between
center level. Thus it is likely 


setting a higher price and allocating a greater subsidy if the system is to
 

be financially sound.
 

to parameters like the
The sensitivity of the simulation results 

population served by health centers, the number of curative cases per 

person per year, the level of preventive coverage, and the price elasticity 

demaiid indicates the need for data collection on these items during aof 

test of a cost-recovery system.
 

IV. Other Questions
 

A. Cross Subsidization
 

the health system will be necessary to
Cross subsidization within 

the same
maintain individual health center and prefecture solvency if 


prices are to be charged for services everywhere. Whatever system is
 
so that
chosen for recovery of costs, if iauniform system of prices is set 


then some individual health centers
the system as a whole just breaks even, 


and, possibly, some prefectures w'ill require additional subsidies, while
 

others generate surpluses.
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Table 5: 
 Prizes and :ubsidies ith Va'iaticzns in Curative
 
Cases per Person
 

Curati,,e Frize = 2SO F. 
 Ereel-even Pricing
 
C a s e s p e r ...........
 
Person C.-iL , Curat Ie Price Curative
 
per Year FG mil) FG.
Cases 	 Cases
 

0.4 -11 I,462 576 I ,237 
0.S -90.6 1,829 437 1 ,635 
0.6 -65.5 2,193 349 2,052
 
0.7 -27.1 2,559 269 2,486
 
0.8 4.5 	 245
2,924 	 2,936
 

* minus sign indicates a subsidy is needed, no 
sign indicates
 
that a surplus would be earned.
 

Assumptions:
 

(I) curative coverage = 25 % 
(2) population of sous-prefecture = 15,000
 
(3) curative cases per person per year = 0.6
 
(4) price elasticity of demand = -0.2
 
(5) proportion of population receiving 
care at no charge = %
 
(6) proportion of receipts 
used as staff motivation = 10 %
 
7) CDP allocated to sous-prefecture = 100 FG
 

(8) sous-prefecture allocation of 
CDP to health centers = 20 %
 
(9) collection rate of COP --50 %
 

(10) 	Labe Project estimate of fixed costs
 
11) average cost of medicine per curative 
case = 85 FG
 

(12) preventive coverage = S0 %
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This will be so because individujal health CEnIlters will vary in the [,ey 

c ;t can be vnvfred at a given level ofparameters 	 that determire ,,hether 
the density of POpulation SUrounding the licalthprice for services (i.e., 

to health center servicescenter and that population's propens ity use 

determine the financial standing of thc health center, given any chosen 

pricing system). Thus, lower than average population density (and hence 

people ,..-ith access to services), lower than average utilization offew..:er 
use of preventive services wouldcurative services, or higher than average 

tend to create deficits for that health center. (If the pricing system
 

chosen does not provide for individual payment of full costs of drugs, then
 

a health center which has a case mix requiring more expensive than average
 

drugs will also malke losses).
 

Health centers With relatively high population densities ot curative 
would tend to make surpluses.utilization rates, oi low preventive coverage 

health centers as a group will tend to have a different costUrban 
rates than 	would rural centers. The urbanstructure and higher coverage 

centers also serve a relatively wealthy population. Table 3 illustrates 

urban and rural health centers in terms of theirthe differences between 

and expenses. One additional feature of the finance
projected receipts 

model a-plied in this report is that it allows prices in urban health 

the price in rural healthcenters to be calculated as a multiple of 


centers. This implies some degree of cross-subsidization between urban and
 

rural health centers. 

A prefectule with sevetal loss-making health centers could fall into 

deficit (and thus require additional subsidies), as a prefecture with 

centers rould show a surplus. In addition,several sui plus health 
health centers might not
prefectures with fewer than the average of ten 


its fixed costs.receive enough funds from them to pay al.l of 

address this situation, the deficit
In the absence of some system to 

be unable to resupplyhealth centers and prefectures would eventually 


the services desired. Two general
themselves 	and .'ould cease to offer 


exist to resolve this situation: (1) charge (different)possibilities 
prices at each HC reflecting local and prefectoral conditions (higher
 

be made and vice versa) or (2) provideprices where losses would otherwise 

for cross subsidization of loss-makers by those making surpluses. The
 
may limit the

existence of competition by alternative health care providers 

potential of the former.
 

The first option would be easier to administer at the national and 

would mean 	that people in some areas would pay more
prefectoral levels, but 

The second 	 option would require careful

than others for the same services. 
the national and prefectoral levels.
management 	and accounting at 


would have to be carefully monitored to be sure that all true
Accounting 
to prefectures for redistributionhealth center surpluses were passed on 

sure that deficit health centers were correctly stating their
and to he 

to motivate personnel tolosses. Management skill would )2 required 

continue to improve services when surpluses are taken away and losses are 
staff based on

covered by 	 subsidies. A motivation payment to health center 

receipts would be one way of addressing this problem.
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B. 	 Bank Accounts
 

Establishment ot bank accounts t oi ialth center (HC) funds would help 
provide security between the time they are collected and spent and would 

put unspent funds to good use. Each health center will receive receipts 

from payments for curative services on a more or less regular basis. Some 

health center expenditures will arise regularly (e.g. re-ordering of drugs 

and supplies, purchase uf fuel), but others will be made only periodically 

(e.g. replacement of equipment), some only after several years have 
passed. It would be desirahle foi health centeL to have bank accounts 
'.here receipts could hc deposited in til they are needed. Security would be 

assured and interest could be earnied, especially on long-term deposits, 

such as funds designated foi replacement of capital equipment 

(depreciation). Bank deposits ,:ould also allow unspent funds to be 

recycled into the economy through hank lending. Such a system could work 

at the prefectoral level, as well. 

C. 	 Coordination of Implementation for Tests of Cost-Recovery Systems
 

A fair test for the proposed cost-recovery system will require that
 

many inputs be put in place in a cooLdinated fashion. Inputs will have to
 

come from the GOG, CCCD, UNICEF, and WHO, and, possiblily, other
 

organizations. The inputs must include commodities, training,
 
organization, information, and decisions.
 

As described above (sectioii 1. A) the cost-recovery system will use
 

receipts from payments for curativ- services to pay the costs of preventive
 

services. Thus, for the test to be fair, all of the elements of
 

fully-functioning curative and preventive services should be in place in
 

the test area.
 

1. 	 Curative Services
 

For curative services, elements in place principally means that the
 

essential drugs program should be fully operational. UNICEF has the role
 

of supplier of the initial stock of essential drugs; CCCD will supply
 

initial stocks of chloroquine and ORS and training in their use; WHO is to
 

provide technical advice; both UNICEF' and WHO could provide foreign
 

exchange for re-supply; and the GOG has the role of decision maker. Steps
 

that remain to be taken before the system can be implemented in a test area
 

include:
 

(i) 	finalization of the essential drugs list;
 

(ii) design and acceptance of a treatment protocol using essential
 

drugs;
 

(iii) 	development of supplv, warehousing, transport, ordering, and
 

accounting systems;
 

(iv) 	provision for conver::iI of receipts in Guinean Francs (FG) into 

foreign exchange to p,:' for continuing imports [Both UNICEF and 

WHO have indicated that they could provide such an exchange 

facility. They and the GOG should move forward with formally 

establishing a system.]; and, 
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(v) 	training of service-delivery personnel in diagnosis,
 
prescription. handling. 1e-cLrder iup, and accounting and
 
supply-system personnel in ordering and accounting procedures. 

In addition, WHO and UNICEF should estimate when an essential drugs 
system could be put into opCLation in the test area (see section IV.C.5 for 
a discussion of the test arca). This will aid in planning the test and put 
UNICEF and CCCD on notice about when to order the initial stocks of drugs 
and supplies. 

2. 	 Preventive Services
 

It is primarily CCCD's responsibility to see that preventive services
 

are in place in the test area. CCCD must see to it that:
 

(i) 	cold-chain equipment is in place;
 

(ii) supply systems for vaccines, needles, syringes, vaccination 
cards, fuel, and spare parts are set up (it would be wasteful to 

set up separate supply systems for essential drugs and 
vaccinations); and
 

(iii) 	service-delivery personnel are trained in vaccination technique
 
(including handling and storage of vaccines and cold-chain
 
operation and maintenance), ordering procedures for re-supply,
 
and accounting (again, separate accounting for essential drugs
 
and vaccinations would be wasteful).
 

(iv) 	CCCD should arrange for timely arrival of imported measles
 
vaccine and vaccination supplies; UNICEF should arrange for the
 

import of the other vaccines.
 

Cost 	Recovery
 

Several activities specific to cOst-recovery should also take place 
prior to the test. These special steps include decisions that must be made
 

by the GO, about what systems wiil be tested; an information/publicity
 
activity to inform the populations of the test area about what will be
 
happening there; provision for above-normal intensity of supervision of
 

test health centers; and set up of a monitoring system to be able to
 

carefully follow the tests.
 

Clearly, the most important activity is the choice by the GOG of
 
cost-recovery systems to be tested. This report describes a range of
 
options and provides a model with which to analyze the consequences of
 
various policy choices (see section IT). Further, a list of decisions to
 
be made is shown in appendix A.
 

Once cost-recovery systems are chosen for testing, accounting 

procedures and methods need to be developed. Health-care delivery, supply, 

and supervisory personnel must be trained in the procedures and methods. 
GOG decisions will have to be made about who will handle and be responsible 

for funds, what sanctions will be levied for mishandling of funds, and what 

kind of securicy will he provided for accumulating receipts (e.g. bank 
accounts, strong boxes). 
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The role of communi ty represelntat ;vs in cost recovery must also be 
decided by the GOG. Then information, training, and organization of the 
bodies to represent the communities must be undertaken. 

PEV/SSP suggests an acti-e role for management committees at each 

health center in cost recovery. Similar concepts have had limited success 
in practice in Zaire (Basic Rural Health Project) nor Niger (Rural Health 
Improvement Project). Committee members in those countries are unwilling 
to devote enough time to catty ou r daily or ,eekly checks of accounts. We 
recommend that a low time-intensity system be developed, where the 
community representative- have ovelsig,ht responsibility, but day-to-day 
cost-recovery activities ate carried out by one of the health center staff. 
Health center staff should have plenty of time to be able to take on these 
extra duties, according to what we believe will be the number of people 
utilizing an average health center. 

Target estimates of utilization are approximately 2250 curative cases,
 

5625 follow-ups, 1058 pre-natal visits, and 1763 child vaccination visits, 
for a total of 10,69. itl a healthi center staff of three T,-Irses, each 
would receive 13.5 visits per day. If half of the time of one nurse were 

necessary to oversee cost recovery, then each nurse would have to handle an 
average of 16.2 cases per day. These numbers are rough approximations of 
target utilization rates, and should be taken only to indicate rough orders 
of magnitude. Moreover, there ate epidemiological reasons to expect 
seasonal fluctuations around this average daily case load. (See appendix C 
for the underlying calculations.) 

4. Special Steps to Prepare for the Test 

To prepare the populations of the test areas, some form of information 
campaign should he mounted. This campaign should would try to impart a 
message to local leaders along the folloving lines. Their communities have 
been selected as the fiLst areas of Guinea where a new health system is to 
be tested. The system will provide adequate supplies of drugs and carry 
out preventive activities like vaccinations. lhe new system will be better 
than the old, but, in order to assuLe that the system can be sustained 
financially, a participation in the form of pay:mcnt for services will be 
required from the beneficiary population. The message would go on to
 
describe the particular payment system chosen and the level of fees.
 

Greater intensity of supervision of health centers should be planned
 
for during the test period. This extra supervision would help to resolve
 
problems and misunderstandings about how the cost-recovery system is to
 
work. For example, medicine stoc+ outs could be averted, so that use of
 

services is not affected by a non-cost recovery variable. The supervisory
 
visits could also gather regular financial data from the health centers to 
aid in monitoring the test. fn addition, special funds should be set aside
 
to subsidize health center operations in the event that service utilization
 
is much lover than expected, oi costs are much higher than expected. The 
subsidies would allow the health centers to continue to re-supply 
themselves through the end of the test.
 

The monitoring of the test should include data collection on all of 
the key variables determining financial viability (these may differ in
 
importance depending on what systems are chosen for testing): (a) use of
 
services (curative and preventive); (b) numbers of initial and follow-up
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visits; (c) mi: of medicines used; flovs of receipts and expenditures; and, 
(d) proportion of people given cirn vithout charge (indigent s;). These data 
should he ana lyz-d to tind nut ,.! th:.i tho system tested is financially 
viable and, if not. ho it can hr modified to make it so. Observations by 
sulpervisors and sur'.eys ot servire.dtlivery personnel could be used to 
identify logisti(al and adminivi t i - oh,,lE-iSm. Limited household surveys 
-ould hW ucalit d ,ot to e:xamtn'e "'I'' of I"'; is Ist r 'coverysystem has 
on use ot health war,,ires by (litff ,-ro t groups in the area (effects of 
ethnicity, ino me ot wealthr, and dii-tance to the health center, plus the 
degiee to vhictl t hle burden of pa',meontn falls disproportionately on some 
liuu ehold, m,:igli hte anly,zed). 1h. adins from ,hi c i users are drawn could 
be found by surveyiig users about their illingness to travel to 
health centers and the alternatives available to them through other types 
of providers of health care.
 

5. Test Area
 

The CCC(D pttoject area providcs the opportunity to test cost-recovery 
frn PIHC in both urban (Conakry) and r oral (lKiridia and Telimele) settings. 
Because of the logiytical difficultic of assuring essential drug and 
preventie-activit" supplies and carrying out supervision, consideration 
should be givcn to carrying out tLhc. tests in only a part of the CCCD rural 
area. (Kindia would be the a priori choice, since access is easier there 
than in Telimele.) 

In the rural area we believe it would be desirable to test two to 
three different systems in too to four health centers each. This would 
mean a ma:x:imum of t.elve health centers would be involved. All of Conakry 
could be included in a test of two or three systems (one in each 
Prefecturc). To reduce the complication of the tests, it probably would be 
better to carry nut the tests fir-st in Conakry, then later in the rural 
areas. 

populatiun st ai 
relative to othei rural areas of (&ilirca, results of the tests will have to 
be interpreted accordingly. Use of services in other rural areas will 
likely be lower than in the test area for any given level of prices 

Sinrn the irid ,nd Tel imele have high incomes 

charged.
 

6. Interim Pricing of CCCI) Services 

It is iki-eiy thlat tc services wiii he offered in the test areas 
heoit r a full cost--recovery systemn is put in place. Thus, a policy needs 
to be defined as to how to charge- for these services in the interim. 

Vaccinations: the 50 Fn chaigr for a vaccination card should be 
instituted wherever vaccinations arc offered. This amount does not 
cover even the variable costs of vaccination (see section II), but 
does help covet some cots anrd may increase tne likelihood that 
mothers will bring their children for the full series of vaccinations, 
,ince paying for tho son'rcc mnv rrinforce i ts value in mothers' 

minds, as well. A danger of inot charging the 50 FG fee during mass 
campaign days would he that mo thers would then want to wait for the 
ne:t free opportunity and could not bring their children to 
dispensaries on a day-to-day basis. 
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Oral Rehydration Salts (URS): should be priced at least at the c.i.f. 
price Cona : ' , (about 35-, p , p LC'ec ). Cot-isideration should he given 
to adding a charge to accounI t to the handling and transport costs 
that eventua lly -:ill be ilcCiirted it: ''clivering ORS to the interior, so 
that ORS will he offeredii at tle sam , i ce by health centers 
everywhere. A price of 5( pet paclet would cover these1F2 costs. 

Chioroquine: should h)-. pI i(cd ati ts c.i.f. price Conakry (2.25 FG 
per 1 (-)rmg tablet ) pIw; a band Ii cig and t ranspor t charge. Since 
chloroquine is an inexpensi ve drug that is already widely recognized 
as effective in treating a co1ton acute illness, it could be sold at 
5-10 FG per 100 mg tablet. 

D. Possible Private Sector Involvement
 

The possihility ot private sectoi involvement in the marketing and 
delivery of pharmaceuticals war rant; :.CFi)us consideration. Present plan 
envision a large-ecale (2,0 opeiatrrd network di.-trihuting imported medicines 
from port to the hoaltL centei. Ptet-ScL-m pIcai, thbus require a large fleet 
of vehicles, the pu-chase and 1inteicicanc- of 'hi cil 7.oUld become a GOG 
operation and public expense. Rather than undertaking all segments of 
pharmaceutical delivety the Gc-tG could t.-y to involve the private sector in 
the following yays. 

For non-dangerous, long shelf-life pharmaceuicals, like ORS and 
chloroquine, the COG should consider supplementing distribution through 
health centers by wlholesaling supplies to the private sector. Private 
sellers would be free to purchase as tttuch as they wished to be sold 
directly at market prices. Pr-oviding ample supplies of ORS and chloroquine 
through health centers at moderate prices: would provide a brake on market 
prices. The private distributicll tel work Would be able to reach areas 
unserved by th( health centers. 

For dlangerous drugs, [. oduct, With short shelf lives, and items 
requiring delivery directly to health centers under specialized conditions 
(i.e., cold chain), the GOG could accept competitive bids from private 
transporters wanting to provide that service. Another option that might be 
pursued would be to contract with private pharmacies to deliver and store 
pharmaceuticals for the COG system. Such contracts could be re-competed at 
regular intervals in order to maintain firms' incentive to provide delivery 
services as efficiently as possible. 

Private sector involvement in thi mannei need not be an all or 
nothing proposition. A full 1atge of pu)blic--private partnership 
arrangements could be explored. Fol. example, the GOG could contract with 
private transporters to deliver ORS and chloroquine to regional depots, 
from which the GOG could then ,ho lesale them. This would imply that the 
G(G absorbs the transport cost,c..,hi:h otherw-ise wotuld have contributed to 
higher prices Lor these )tOCnttc"- iii remole arc.as;. 

The present state of Guinea's private sector marketing channels 
suggests that a fully private distribution system for pharmaceuticals could
 
take some time to develop. Hovcvc.,,r, such an operation could be phased in 
gradually; and, the need to establish some such delivery networks provides 
a unique opportunity for the W.;G to contribute to the development of 
private marketing channels. 
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E. Recommendations
 

1. Addi tional Health Financing Consultancies 

The M0t shou tld consider Iequts t i gii tv.,o addi tional health financing 
consul tancies . Th f i st '.'oul d ,.ome at te Mh has time to considerHuH had 
this report . At that time the .Idl should he ready to begin to make the 
decisions lis tcd in Appendix A. TIle Coisu Itant could help clarify, 
evaluate, and assure the intenal consistency of the proposed decisions. 
This con!iultanc', should11only occut duiting a period when key decision makers 
are present and ready to make decisions. The second consultancy would 
correspond to the preparation for and implementation of the test of 
cost-recovery systems in the project area. 

2. Evaluation of CCD Project Progiess in Cost Recovery 

Tire leq liire~eir ts o t the ) 0Ft agreement are too ambitious with 
respect to the (*I(; haviJ , in place I co,;t r ccovery system by the end of the 
first 18 muirtirs of tl,- pI ujc t. lijh . d( livuiy oA project services has been 
slow to start. As discussed in tire body ot this report, even the test of a 
cost-recovery systcm requires that full services be delivered. Thus, 
compliance vith the project agreement provisions for cost-recovery have 
necessarily beei delayed. ..e reronrrli...d that the GOG not be held strictly 
to the project agreement, but that so.-:e intermediate benchmarks towards the 
achievement of a functioning cost-recovery system be established and agreed 
upon. A possible starting point would be the setting of a timetable for 
the decisions w.e list in Appendi:.: . 
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Appendix A 

Decisions to Make in Setting Prices for Curative Care
 

The setting of prices for curative care lies at the heart of 

establishing a self-financing primary health care system. It is a
 

both analytically and politically. This appendix lists
complicated task, 

setting curative carethe individual decision> thail ate components of 

pr i,,s. 

1) Reviev-. the li- t of ciuipv:nt and prices for fixed costs to ensLre 

ot fi: o.ts over- nor under-estimatethat estimates sd neither 

progam 1equiti ements.
 

2) 	 Choose a sale ,ricc toi vaccination cards and growth charc 

hooklets. 
3) 	 Set realistic goals for preventive care coverage, taking into 

a ccoun t the Ii iood that tlt i mate goals for preventive 

coverage ,ii tiiic: achieve. The assumption made aboutrapel-f to 


preventive coverage determines he expected deficit in preventive 
care.
services to he sob idi td b','curative 

4) Make realistic a'':csrnts of the_asrage at each vaccine. 

'. tlo in i f1e- cate iidigents. If so,5) 	 Decide 'in' to 
- t ,ii;0-f Po ti on t-o qua lify.de-termmie p T cc 'le the 

6) Decide w&ethr-i to pa otivational fees to health center staff. 

tih-bpe ceitage of curative care receipts to'If so, determic 
devo 	 e tothat oIMpul )!
 

7) 	 Determine the iate ol. the CDP tax, the portion going to health 

centeLs, and zasses r-ealistically the rate of collection of the 

ta .
 
8) Nake rc alisti u i_'
s.e s ;::e-cnts of the environmental parameters 

t ibin ; curatine r,.'erage: population per sub-prefecture,d c 

per-tccice- of the populaition with access to the center, and 
pel person.anllll Ill - f rot i IiV case': 

9) D-cid 'h the. tlhti(elntiaf governmient is to absorb costs at the 

p-efec to ral Iand /or the n-:-tonal levels. 
the options discussed in10) 	 Choose a pay,ment stcLcr oe from among 


section IV of erhc port
 

nuundation for determining the average
These decisions plovid(- tle 
to charge fo curative care so that receipts will meetprice necessary 


The precise distribution of the charges across beneficiaries and
costs. 

visits will be a function of the payment structure selected.
 

34
 



Appendix B 

FICHE RECAPITULATIVE
 
RESULTATS DE L' ETUDE DE FINANCEMENT CES ZUNES DE SANTE AU ZAIRE*
 

recet tu
 

eouvertuue de fonct/ 

Zone e cons ultants/ colstlatiolns consult (ouver- depenses de 

Sante pop (a) consultant pre-nat ture PEV fonct (b)
 

Bokoro 0.50 	 3.30 57% 42% 75% 
67% 87%
2.25 96%
Bwamanda 0.58 


53% 35%
Dungu 0.65 


kaniama 0.35
 

Kindu 0.49
 

Sona Bata 1.37
 

Kikimi (b) 0.49
 

N.B.
 
1. 	 Le nombie de consultants pai population a Sona Bata est le plus 

eleve du pays. 
2. 	 En toute zone le consultant est payer les consultations sont 

gratuites. Les medicaments sont payes a part. 

FGPrix 	 de consultant: 

127(1) 	 Minimum 
318
(2) 	Ma:.:imum 


(3) 	Moyen 223 

(4) Pri: moyen des medicaments: 119
 

(5)=(3+4) Prix moyen par episode: 342
 

Taux 	de change: 6.4 FG = l.0 Zaire 

(a) 	population dans l'aire de sante, environ un rayon de 5 km.
 

(b) zone semi -urbaine.
 
(c). jusqu'au niveau de la zone, equivalent de la Prefecture en Guinea.
 

* 	 Bitran, Munkatu, et. a]., "Financement des Zones de Sante au Zaire," 

Departement de la Sante Publique, Departement du Plan, FONAMES, Projet 

Sante pour Tous, Projet SANRU, Projet Ressources pour la Sante 

Infantile (REACH), octobre 1986. 
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Appendix C
 

Total Annual Visits to a HC in Continuous Operation
 

Assumpt ions: 

15,000 = population of an aveLtIge sous-prefecture
 

25% = population with access to the HC
 

0.6 = curative cases/accessible person/year
 

2.5 	= folloW-ups to initial curative visits
 
and births per thousand population
47 = pregnancies 

for pre-natal care and vaccinations50%z = coverage of total pop. 


3 = visits per pregnant wo:an for pre-natal care
 

5 visits per child for vaccinations
 
3 -= nurses )0 HC
 

48 = weeks of work/nurse/yeai
 
5.5 days of work/nurLse/week 

Curative Care:
 

2,250 = initial. visits
 
5,625 = follow-up visits
 

Pre-natal Care:
 

1,058 = total pre-natal visits
 

Vaccinations: 

1,763 = total vaccination visits
 

Total Visits: 10,696
 

Visits/Nurse/Day: 13.5
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Appendix D
 

List of Documents Consulted 

1. 	 "Enquete centiee sur Ia ,.onsommation des menages de la ville de 

Conak L , " Ministere du Plaii et de la Cooperation Internationale, 

Novembre 1984. 

u Ptactices CoriceL iing Vaccination and2. 	 "Commun itV Based Survey 
Treatment of Diarrhea and Feer in Children in Conakry, Guinea," 

Ministry of health and Social Affairs, Centers for Disease Control, et
 

OCCGE/Burkina Faso, June 1986. 

I. 	 "Avant-Projet Integre de Developpement Rural, Prefecture, Labe," 

Gruppo Volnntariato Civile, Organismo di Cooperaazione e Documentzione 

Internazionale, Irs. 

arid Social4. 	 "Reprogamnation dU PEV Ct de!s SSP," Ministry of Health 

Affairs, May 1986. 

World Bank,5. 	 "Guinea Population, Health, and Nutrition Sector Review," 

February 1985. 

6. 	 "Pre-etude Projet Sante Labe," World Bank, 1985.
 

7. 	 "Deuxieme Etude Projet Sante Labe, World Bank, 1986.
 

8. 	 "Project Agreement CC(D (4;iinea," 1985. 

9. 	 "Issues Regaiding the Proposed CCCD Project in Guinea," R. Waldman 

and M. Makinen, June 1)8z,. 

des Soins de Sante Primaires en Afrique10. 	 "Le Fitiancement Communautaire 

de l'Ouest: des Lecons Tires d'une Experience du Projet de
 

E.
Developpement Sanitaire de Pahou, Republique Populaire du Benin," 


Alihonou, et al., mai 1986. 

Sante et Plan de Developpemt Sanitaire
11. 	 "Politique Generale de la 
(1987-1991)," Ministere de la Sante et des Affaires Sociales, juillet 

1986. 
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Appendix E 

List of People Contacted
 

Ministry of Health and Social Affairs 

Dr. Yaya Diallo, Director (;Cietl, Preventive Services 

Dr. Mamady Conde, National Director, Mother and Child Care 

Dr. Alpha Telly Diallo, Director, Health Statistics and Planning Unit 

Dr. Boubacar Dieng, Director, Expanded Program of Immunization 

Dr. M.oussa Keita, Director, Malaria Service 
Dr . Kandj oura Diame, Director, Diarrheal Disease Service 

ini!7try of Plan 

Mr. Bano, Planiing toL the Social Sector 
Mi. Keita, Planning for the Social Sector 
Mr. Oumar Diajtlo, Prices and Cost of Living Unit 

Minstry of Decentralization 

Mr. Ismael Camara 

PMI Coronthie
 

Mr. Ahoubacar Sidiqui Conte, Statistician 

SMl Madina 

Dr. Deinabou Diallo, Director 
Mr. Diallo Hassimian, ATS 

WH u 

Dr. Celestin Gantin, Representative, Conakry 

Ms. Susan D. Foster, Geneva 

World Bank 

Ms. Irene Hopwood, Representative Responsible for Health and Agriculture 
Mr. Bachrach, Project Consultant 
Mr. Mamadou Dioulde Diallo, Manager, Rural Health Project 

UNICEF
 

Mr. Ian Hopwood, Director
 
Ms. Maria Calivas, Program Administrator
 

Mr. Rudolph Knippenberg, Microplanner, Active Channeler 

Reach
 

Mr. Harry Godfrey, Immunization Consultant
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Appendix F
 

Scope of. Work 
fol First Healt h Financing Consultancy 

ill Guinea 

1) 	 Calculate tle recurrent cuo;t- (in local currency and foreign exchange) 
of the CCCD interventions (()RT, malaria, and immunizations) and other 
PHC services. These costs will be used to determine the level of
 
resources to be raised to make the CCCD and other PHC activities
 
sustainable. 

2) 	 Determine the level ot mediium and long- term support for recurrent 
costs that cal he count td on from: (1) donors for foreign exchange 
costs (e.g. , ,I ICEF skpp 1)' of vaccines) and (.) 1OIt for local currency 
and foreign e:.:chiange en, ( g ., salary and fuel costs.) 

3) 	 Review, with MOH and (Ministry of Finance if appropriate), the 
advantages and limitations of feasible options for community 
participation il financing of CCCD and PHC services in Guinea. These 
options may include fees (of various levels) for services, capitation 
payments (e.g., pre--school consultation cards), and community
 
contributions4 (e.g.. collections of voluntary contributions from 
housohol s) . This reviC',, ,:ill inlclude discussion of how to assure 
access to service,; by groups in the population unable to pay for 
services. E:.:pri ences in Guilea with community financing (if any) 
will be ievie.' 'd. 

4) 	 Review the advantages and Limitations of alternative systems for the 
delivery of CCCD and PHC services. This review will include public 
and private sector options. 

5) 	 The revies of options for rommunity financing and alternative 
delivery systems will be us:ed to plan pilot testing of initiatives in 

these areas. A scope of work for a follow-up consultancy to launch 
the pi Lot tests will be drafted, including a timetable. 

6) 	 A teport will be drafted in-country showing the results of the cost 
analyses, the sources of financial support, and reviews of options for 
financing and delivery systems. 
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