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HEALTH SECTOR FINANCIAL ANALYSIS: A SURVEY

By

G. M. Mwabu

Abst’r;act

'Health for All' will not be achieved by the year 2000 unless
additional resources are recruited for health sectors of developing
countries. The ummet needs for basic health care cannot be satisfied
through better use of the existing health resources alone. The most

pranising domestic sources of additional health resources are the
user fees, and unconmitted community resources. Uncommitted community
resources are incomes of communities which are not committed to the
provision of basic needs, or to investments that are necessary to
sustain existing standards of living.

Foreign exchange is a vital input in the provision of health
services in developing countries. Mobilization of domestic resources
for health sectors without increasing their : . foreign exchange
inputs could lead to a fall in the quality of health services due
for example to shortages in drugs. Ways of increasing supply of

foreign exchange to health sectors of developing countries should be
explored,

Since Ministries of Health must make decisions regarding how
much of various quantities of health services to provide before they
actually receive their budgets, it is important for them to have a
method of forecasting their budgets to avoid planning health activities
that are not feasible. The paper contains a revenue prediction model
that should be useful in planning and allocatimg budgets of the
Ministries of Health.

Two types of costs should be considered in ‘designing health
care delivery systems - costs of providing health services, and patients
costs of using the services. The appropriate or cost-effective health
care system is the system that minimizes the sum of these costs. It
is argued in the paper that -compared to alternative systems, a

community based health care system in which the Govermment and the
community share recurrent costs of health -services is the gost" cost-
effective system. Cost-sharing arrangements in such a system would

include service fees, labour time contributions, prepayments for
health services .and community managed drug funds.
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HEALTH SECTOR FINANCIAL ANALYSIS: A SURVEY®

Th> goal >¥ good 'h=2alth for all' by Lh-= y=2ar
2000, oSr at som=> oth=2r urg:nt cat2 will not b> nchi-=v-=d
without a substantial in:cr2as2 o7 p2sdurc2s td> th2 h2alth
s-2tors of th» L:2ss D3valop2d Countri>s (LDCs) . Additiodnal
r2sourc2s ar> r=2quir=>d in th=2s= s>ctors to 1ncra2ns~ th-
supply OfF pr=2v=ntiv=2 and curativ= h=alth s:rvic=2s, especially
in th» ruernl ar-as, wh2r2 in rany LDCs, less thnan 30 p-=r
c»nt >r th»> population is zover2d with mod2rn h=2alth s2rvic=es.
Sinz= th=2 Alma Ata Conf2r2nz2 >F 1978, in which th=2 conc:ipt
of Frimacry H2alth Car2 was giv2n int2rnationnl r2copnition,
th-r2 hns b=2-n much activity in th»> planning >f rural
h=>alth s>rviz>»s. How2ver, this planning hns larg2ly b=22n
n2-sid>d. It has faocus>d wrainly on th=2 administrativ= and
t-chnologicrl aspzacts of h2alth s=rvicas ¢=2liv-ry,
on optirnl siz=2s of Ruresl H22lth Units Lhroupgh which govarn-
r=nt h=2nalth s2rvic2s er2 provid=¢d to rural comruniti=s; and
on substitutiosn > wacdical profassionals with cormunity
h=21th work2rs in th2 provisioson >f pr2vantiv: und bhasic

curativ=2 s=2rvic-s

Finanzcial planning - th> planning >f sourcz=s Of
"unds, and how th2y mright b2st b2 utiliz>d, has not ra22-21iv-ad
much r.tt2ntion rror Ministri=s >f H2alth in attrpts to
provid2 Frimary H2alth Cara. In drd2r td =2nsur»> continuity
> h=alth s>rvic2s, and t> achi=v2 oplinmesl utilizatisn of
th2> available frnziliti=s, h2alth s2rvic2s manag>rs n-=28 to>

Ac2quat> sourc=s > funds, and t> Xnow th2 h2alth

Activity ar2as in which additisnal 5Funds zan b= us=d most

produztiv-ly,

This 1s a revised version of a paper that originally appeared as a
consultancy report to WHO, Geneva entitled "Financial Health Planning'",
IDS, University of Nairobi, October 1986. The paper benefited from
comments at WHO, and an abridged version of it was published for Tech-
nical Discussions of the World Health Assembly in May 1987, under the
title "Options for Paying fcr Health Services in Africa".
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This pap-r =2xplor2s altsrnativ> ways o>f raising
unds Tor health s2ctors in the davz21oping countrias with
r2faar2nz2 to gpacific country =xp-2ri2nczc2g; icd=2ntifi=2s ar2as
in th- h2alth s=ctor whizh r2quir2 priosrity in th2 allocation
o financial budg-t; skz2tzh2s a fearawdrk For financial planning
the health sector; and disczuss2s 2o33ts o0f alt2rnativ? systams
>f h=2alth car> d2livary in s21=22t2d LDCs. #/ summary oF

findinpes 2oncluc=s th: pap=r.
2.0 SOURCES Of FUNDS [FOR FINANCINC HEALTH SERVICES

'n>re ar- rour basic sourc>s o Ffunds for h-2alth

g22tors in LDCs, nam=2ly, g2n2ral taxation; rfor=2ign aid

2

nd grants; us2pr 225 and uncommitta¢ community rsourc-s.
In Lthe wajoeity 25 LDCs, govarnm=nt he2alth sa2rvic2s arz
rinanc>d with r=2v2nu= from g2n=2ral taxation, with for=2ign
2xchanp- compon=nt o7 th2s> s2rvic2s b2ing financ2d mainly
by for=ign nid and arants. This mod-= >F h=2alth s=2rvic:s
rinanaings »nahlas mogt LDC Covernuranbts to provid=2 wdd-rn
hanlth car2 covarapg: to nbout 25-30% of th2 population.

T> »xpnand this covarag2, acéditisonal r2sourc-s rust b=
rrcruitsd rfor th2 govarnmr2nt hz2alth car? se:tov*. On-=

wiay Lo obtain additional r2souvc2s is by railsing th2 la2val
of g:naral taxatisn and/>r by nz22otiating for adcéitional
Foresign-uid, 1oans >r grants. This alt2rnativ=> is unlikely
Lo work for twd r=asons. firstly, wany LLCs hava va2ry small
taxabl2 capaciti-x, from which additional tax rav2a2nu=> cannotpe
sen2pratad without adverszly arra2cting work ing2ntives. For
axarpl=2, in Kenya, th= wap= 2acrners rrom whopm additional
ravenue can be raisz2d, nurber approximate2ly 1 mrillion op
about &%  >r th2 total population, Th2 taxabl: capacity
can o7 cours? b2 incrrase2c by inzluding non-wag> 2arnars

(rainly s=21f->rrploy2d op2rators) int> th=2 tax n=>t, but th:

—— e s o — s ———

]
Th> bagic assumrption h=2r=2 is that an ~xpansiom in haalth
car? s2rviz»e will 1-=acd ta an improvam=nt i~ h=alth status.
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a3st of tax coilaction woulcd lik=21ly b= prohibitiv-,
§22516ly, du2 t> heavy i1nt2rnational ind-=bt>gn-sg >F vir-
tually all LDCs, and b=aus= 27 th2ir wrak =2xpdrt p2>rformanc
th2 LDCs ar‘.(rlikély to> n2potiat2 suzccagstully tor additional
faor2ign ~xchanp2 rrom 1nt2rnational rinanzial 1astitutions.
Th-» LDCs' ability t> rais2> substantial for2ign »xzchang-
r2c2arc2s For thz2ir h=2alth s=2ctors, >n th2 basis >t gtr2npths
5f thz2ir 2conarizs, is =xtrsw2ly limit2d (s=2=2 2.3., Lancast>r
and Williamson, 1986).

In light o7 th=2 abov=2, 1t app-ars that th: hop:2
far additional r2sourc2s for th=2 publiz h2*alth s2ztors in
LbCs li=»s in us=r charg2s, and in th2 uncommrittad r-sourc:s

> comruniti:s. Th2s2 twd potantial m=a2thdds >F r2crulting
Munds for h=2alth s:2ctore in LDCs ar2 -2xplor2d in th2 2n-

suing s2ctions,
2.1: Usapr Charg=>s

Us:r f22s or charp:s, as a m-ans 27 raising

=3

additiosnal ravanu2 Ffor publizc h=2alth s=2clors, ar: acc=pt=d in
prinzinl=2 in many LDCs, but Lh=21r impl-srntatisn has, in
pan=ral, provsd td b2 vzry difficult. F[For 2x»mpl2, Ka2nya's
Ministry of H3nlth Davelopment Flan, 1984-1986; and th=
ovarall K=nya's D-av21lopr=nt Plan, 1984-1988, gstnte that

Ve... A 22 will h2 charpad td patisnts in amenity wards,
comr2nsurats with th: s-2rviczs t=nd>r2d. -=- Selactiv=
chare:s "or haspital out-pactiznt and 1n-patisnt madical s:rvi
--- will h> 1ntroduc-d during th-> olan p2risd." (Stav-eng 1984
pp. - B0-51). Inspate oFf th: abov: gtetamanls, s2lziztive
usze f=235 ar2 S-r {ror bring 1wplentad in Kanya. I'n2 major
Problir in th2ir implam2ntation app2ars L> b2 a stronp
politizal zommity at by Covernment L3 provid- fr2: madical

s2rvices.,
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How2var, car2fual 2zonoric analysis suppasts that
-1

~ politiz- c2uowmitment for fr22 mwadical cor-2 For all,

oy

ray nat b 2ondulivae to> h=2alth s=2rvizcag 21fFii2nc and
. ’

contrary to 1ntuitiv> dhs2rvations, 1t rey 2lsd> ndt b
squitebl-,  Carl St-v-ns (1984, pp. 4-F) in his r=port O

"Plia2rnnatives fFor Finanzing H-nalth S»rviz=s in Kanya',
points dut that intro>dustisn 57 us-=2r charg=2s ir govaram=nt
hanlth fnziliti2e would h2lp rais-> th- quality >f Lh=2 .s2r-
viz»s provid=d by thodg> rfaciliti=s. This 1¢ b2zaus=2 Llh=»
ir2g wonlé both 2nnbl2 th» h»*>alth razility manag=rs ¢t>
procnes the n2c2gsary inputs for the provision of quality
hz2alth 2ne2, and als> 2ch as an inc2ntiv: for Lh» facility
ranans2rs to provid: quality h2alth zar2 that zonsumzars .

(potr2ats) would b2 willing t> pay for.

Fhilip Muspgrov-> (1986, p. 333) argu2s that us->r
fa2qg wdould b2 us2rul in r2cuzing unn>z=2ssary o>r Irivilius
d-rand tor m2dical s=2rvic->s, thus makinz 1t possibla to
sav=2 mor2 lives withont »n incr2ns2 in th2 supply o>f th»
avrlilabl» madizal s=rviz-=g. Th- us=2r zharp-2s mipghl als>
promots 2quity b2caus~>, if th2y ar> chorg>d s:l>ztiv>ly,
say, to th=2 urban population that 1s 21052 to quality
hospitnl zar>, th2y wiuld rais> cost of hospital car>, roking
it appronzh th= 2ost ror the rural r2sié=2nts whd must pay
sipgnifizint transport andé tim=> costs to obtain fr3» traat-
rant in urbnn bas=d hogcpitals. Thus, LO borrdw Philip

dusgrov2's phras>, us»p 225 voulc t=nd td cr=nt>» a siluatiom

of "aqual probnsbility of rec2iving car? wh=2n il is n2-2d24"
for ctural and urban populations. It has ilsd> b223n
d ronstratad (Mwnbu, ct.al., 1986) that 1wposilion oF

us» e 225 1n rural publiz slirics z2an h> pra2distributivs in
cavour Of low inzor- hous2huolds. This possibility howavar
¢=p-=ncs critiznlly on twd assumplions. Th=2 Ffirst assump-

tidon 1s that th-» pr2v nu2 "rom us2r 72-2s b2 us=d t> improv:
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quality of th» ¢2rvices provid2d by th: public clinics -
lapp2ly by supplying th=2r with =nough drugs. Th=> s=econd
assurption is that th=» impos=2d us:r f22 b2 afrordabl-: by

th> wejority 5f th=2 rural populstion. Und=r th:s2 assumptions,
1ow inzor> hous2h>olds wduld b2n2rit mor2 than th=> high

inzcor> hsus-hdlds fror th- impraov-d s=2rviz2s of say, rural
disp-nsaries, b2caus2 th2y would us= th2s2 s=2prvicas pro-
portidnat2ly more than high 1acor= hdus2h>lds. The r2ason

for this is that b2rore s2rvices Of rural disp:nsarl2s ar:
irprov2é, th2 rich hous=hslés ar2 nbl=2 Lo g2t m=cical car:
from altarnative sourcz:s ~.g. district hospitals. Thus,

ths high incom2 hous2h>lds would not n22d Lha2 improvad
dispansary servicas as wuch as th2 low incom=2 hoius~hdildsy,

~nd h2>n22, th2ir d=rand foir Lh:gs2 s>rvices would b2 low:zr than

that for 1low incom=2 hous2ho>lds.

Evan thouph LDC Covarnmants ar2 r:luctnant to
irpig2 us2r f225 in publiz clinics, th=r: is & gd>2¢ nurb=r
)f sx~mpl-2s in LDCs whepr2 usar charg2s oSn publizly providad

m2cdical s2rvic2s have worksd quit= w=2ll,

Bsk=13 ané L-wis (1986, pp. 116-119) pdoint out
thnt us2r chnarges ror govaramznt m2dical g2rvizes in th»
Sudcn hav: nobt odnly manap2d to provid2 mor=e r2vanu? with
which additisnal s2rvic=g can b~ suppli-2d, hbut hove alsy
improvse th2 qurlity of, 2and da2mand Ffore publizly provig=d
r=2cical s-prvic:s. Th>» waidr ianovatios>n in the fa2 For-
s2rvic> szher=> 11 th? Sudan nrz2 th2 2vaninpg pov:ecnnont
cliaizcs whizh charpg= Soe th2ir sarvice:s. Th2 -vaning
2linizs 202 simply th- r2gular governm=nt clinics in the
urban er24as whizh ap2 convartsd into paying clinics

curing th: =vaning hours. B2lw22n 8.30A.M. and 2.00 T .M.,
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th-g2 =olinicy provid= fr=2 mra2dizal car2, but b2tw22n 6.00

pr. and Y.00 p.r., th2y zhrrg:2 for th2ivr s2rviz=ss.

Th2 g=n2rzl prinzipl- that appears O 2m2022
Feor th2 2venine zlinic =2xp-rimant in th= Sudan 1s that 1l
usar 22 in public z2linics 2ar2 impls2d according to
gcnrl=9 which i< f=r by tim=z > th: day, 1t might b=
postibl2e £o zirultlan20usly prorota dbj2otivas >f =2quity
and 2'ficizsnzy in th- provision o1 m2dicel s2rvicas. It
should b= not=d that B2k>1-2 snd L-2wis als> round that
malactive 1mposition oF us:pe charges for hospital s:rvicqs
in Lhe Sudan was conduclve Lo b2tta2r qualily sar2; it
discouraged frivolous d2rand for m2diczal s2rvicas; and in
nédition il rals2d subatantial amounts >f ra2vanu-2 without
gi1pnirficantly r2ducing d=mand for h=alth s2orvic2s. This
resutlt, howaver, pr2sts 529 & "urth2e finding that hospital
car- 11 th: Sudan 1 pric-> inz2lastic, 1.2., patizants!
utilivation o7 hospital s=2rviczs is nob vary s2nsitive to
cisis that th2y pay ts ohtain thds2 sa2rvicss. (Bakalz
nnd Lowis 2stimat- thatl th2 monqy prics 2lasticity o7 dq:xmand

for hospital zar - 11 th?> Sudan is approximat=ly -0.13)

Studi:y in dth2r countri=»s 1l2nd support to th»
hypathrsis that the us:vc charges dn public hospitnrl
nerviceg would vonls2 acdditional ravaau2 for th> Govarnmant
(th Ministrv o7 1 alth) withd>ut nppraciably low=ring
utilieatis>n l2vals for thds- s=2rvic2s. A suprvay 257 L2n
h=i1th institutisng 1 Honduras fou~d that a prics 57 US
$ 4-5 p2e visit to n hospital, did not cgiscourap naliantg
"rom using hospital sorvices. Hawsv:sp, highsr visat
prizc-a L2 Lo Thwar p2aopl using hospital sopvizceg
(Callan Aa¢ Rinchort, 1383 pp. 832-823). A sirilaer

patli rmn was 'ound an grazil. However, pravanuss Fror us o
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N

shapg2s ¢i¢ nat cover mor: than 11 p2r c2nt or cost oOf

hospital zar2! Call=n and Rinzhart furtha:c v2port that in
7ai~2, 2v=n1 wh3n th=> averag2 2ist p=2r visit is th2 sam?,
th> rat> >f clinic utilization 1e Cifrerant da2panding o0
vhath2r patisnts ar> charg-=6 a rixad f=- 7Or 2ach visit
th=y rnk2> Tor a 2iven illazss, or ar> chargad a singl2
givan illn2ss ircr2spactive oF th=2 nurber 357 tim=2s
th2y visit a clinic t> cur= that illaz:ss. Clinics thnt
y°f-pad initially niph2r 122, but >rr2e2d i'r22 follow-up-car?
war2 utrliz-d ror- thnn thos- that havgad low2r f=2295 Tor

apch visit

Th~ p=2n2ral principl2 thnt app-2ars to b2 supportad
by this sp=2cific Zairaan case is that usar r22s should
b= ampis2d by typ> 5f illn2sg, and not by stag: of an
illn=ss That is, pati=nts should b2 chara2d only for
"ipst visite, th: ardunt charg2d g-=n2rally dirfz2cing by

typ2 >f illn=ss,

racont study in Konya (Ikiara ond Kimanl, 1986)
has shown that th2 maiority oFf K2nyansg are williapg to pay
"or publizly suppli2é h:alth services, providad that th2y
ap2 Of sufficiant qurlity. This 19 =vidznc2d by th: fact
that many Kz2nyzns ar  nlr2ndy paying substaatinl ardunts
X won-y “or xodical s2rvices in non-govarnament hanalth

sagtor,

Tabl2 1 b2low shows p2arcantagss 217 suat paliznts
yaying for comsult~tion ~nd dougs 1n non-governm:nt h2alth
faziliti»g 1n various provinec2s in Konya.

Y,

A recent study in Zaire has shown that in some Zairean health Zones, user

fees‘cover as much as 80 Ter cent of operating costs (Marty Makinen of
REACH, personal communication).
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I'abl- 1 F2rez2ntng= O patiants 1ntzrviawzad in govaram2nt
h=zalth faziliti=s, wh> at o5n- tims2, had visitad
non-govipnrant faciliti2s wh=2r2 they paicd con-
sultatis>n and deun T2:2s.

—

! Papcantas: 28 pnatiznts whd r2ported

’ having p2id th=2 f3llowinp F2-2s*%

! PROVINCE ,

E L»ss than| KShs. 5 KShs 101}$hs 501 +
{ KShs. ¢ 100 500

|

C=2ntral 0.00 392.87 8.78 4,73

dynnza 1.22 47 .56 3.65 1.22

d2ateprn 0.00 £7.00 £.00 0.00

Rit Vallay 1.239 2%.17 11,11 0.00

Ergtl-rn 0.00 51.22 4,88 2.44

Ny robi 0.090 20.69 10.3¢ 0.00

Const 0.00 15,00 15.00 0.00

Avr2rap= Fa2re2ontag= 0.3% 35.76 & .40 1.20

(Sarpl> uize = 291) l

* 1 U3 Dollne 1s appoximat2ly KShs. 16.C0

Soura-=:

Doriv:@d rrox

Tkiarn and Kimani,

IFabl2 11,p.99



IDS/WP 452

As can be seen from table 1 the fee paid by the majority of

patients (35%) who sought medical treatment outside the govermment health
sector, ranged from about US $ 0.3C to $ 6.00. Only a small proportion of
patients paid treatment fees exceedinz Kshs.10O (approximately $6.00). This
result suggests that unless fee setting takes into account patients' willingness
to pay for medical services, fees would discouraye health facility utilizaticn.
Thus, once a political decision to charge for medical services is made, the

next critical question to answer is: what is the best structure of fees to
charpe? This question has recently been <xamined theoretically by Philip

Musgrove (1986), but research is needed to answer it in a practical manner.

The preceding discussion points to the fact that when properly
instituted, user fees can generate substantial funds to finance expansion of
govermment health services. However, since it is cummon knowledye that people
are generally upwilling tu pay for preventive health services, funds to finance

these services cannot be generated through user fees.

2.2: Uncommitted Community Resources

Apart from user fees, uncommitted community resources are another
potential source of additional funds for health sectors in LDCs.] By
uncommitted community rescurces we mean the resources available to the house-
holds for discreticnary use. That is, resources that are not committed to
meeting basic survival needs of households. The uncommitted cummunity
resources are not merely community's saving, because part of that saving
might be committed tu investments that are required to sustain the prevailing
standards of living. The uncommitted rescurces might consist of money, time, ana

and assets such as land, livestock,.and farm equipment.

The concept of community financing, as is currently used in the
health services financing literature, is not very helpful in practical
financial health planning because it is nct used in relation to uncommitted
community resources. The question that naturally arises to mind now is how
may the size of uncommitted resources in a community be estimated, and what

methuds can be used to induce the community to voluntarily release some of
it to the health sector?
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Cne practical way to estimate the amount of a community's
uncommitted resource is tc estimate its expanditures on luxury items.
Obviously, what is a luxury item will vary from cne community to ancther,
and observers from outside the community are likely to have great difficul-
ties in icentifying it. Nonetheless, in cunsultation wili®#h key informants ir
communities, it should be relatively eacy to identify luxury items for
specif%& %ommunities. For example, in a community in Western Kenya, luxury
itemsiinélude wrist watches; mctor-vehicles; processed foods, certain types
of social festivals; tourism trips outside the community; and so on. unce
these items are identified, a random sample ¢f households from the community
can be selected, and their ex,.enditures on items designated as luxuries can
be determined. The expenuiture on these items would then be an approgimation
to the .size of uncommitted rescurce in the community. Notice that time
expedniture is a component of expenditure on luxuries, and will have tc be
converted into money expenditure. There are prcblems in doing this (of
placing monetary value on households' time), but encouraging progress has
been made in resolving the methodclogical and theoretical issues invclved (

(see e.y. Wang'ombe (1984)).

Vbjects of luxurivus cor discretionary expenditure in a community
can also be detected using formal methods of economic analysis, such as the
regression technique. Demand equations for major goods ana services purchased
in the community can be estimated. Gouds and services that turn cut to .have
demands that are highly elastic with resvect to income can then be considered
as luxurious items. In other words, these are items for which purchases
increase proportionately more than proportionate increases in hcuseholds’
income. In less precise terms, they are items that households would buy only
if their income levels are such that they are already buying joods and
services that are necessary to satisfy basic needs. COnce demand equations have
been estimated and luxury items iuentified, total discretionary expenciture
in a community can be Jdetermineu for any given level of income. This formal

determining
methed of / the amount of uncommitted resources in community has the
advantage over the methou uescribed earlier because, after estimating
demand equations, one only neea to know the community's income to compute
discretivnary expenditure. The required data can be obtained from
naticnal household data sets availeble in planning ministries of many LDCs.
In many instances, there would likely be no need to conduct the usually

very expensive househcla surveys.



After the amcunt of uncommitted coimmunity rescurce has becun
estimated, the next critical step in financial health planning is how this
resource can be mobilized four the health sector. More specifically, the
issue is how the uncommitted resource can be harnessed in a voluntary manner,

tc finance certain health care services.

kussell and Keynolas (1986,pp.17-22), discuss the following

methods ¢f inducing the community to finance specific health services.

a) ‘Personal S¢rvice Fees. These are fees for the services renderaed

by health workers. They differ from user charges (or fees) in that they are
meant primarily to meet the uppurtunity cost of time of the person providin:
the service; however, as in the case of user fees, they can also be ussed to
cover cists of drugs anc medicines. The community resources that are mobilized
through personal service fees are commonly used to support community health
werkers.  However, this method of resource mobilization has the disadvantage
thit it generates funds mainly to support community - based curative

services, because as was pointed out earlier, people are generally unwilling
to pay for preventive health services. It should be stresseu that in order
for personal fees to succeed in mobilizing the uncommitted community resource
for the health sector, they must be levied according to peoples willingness

to pay for the health services that the fees are intended to support. But how
is willingness to pay to be determined? Briefly, this can be Jone through .
household surveys; details of determination of willingness to pay for medical

care is outside the scope of this paper.

Drug Sales.  This method of extracting uncommitted community resource
involves the selling of basic drugs in specific communities. The drugs are
stored in community pharmacies, or in general retail shops. The initial stock
of drugs can be ¢stablished through a ugrant to the community, with arrangements
to establish the grant as a revolving dryg fund. That is, the proceeds from
the sale of drugs would always be used to purchase new stocks of drugs.

The revolving drug fund should particularly be attractive to the community if
prices o>f the basic drugs that are made availalle by the fund are set below those
of similar drugs in private pharmacies by subsidizing prices of drugs in
community pharmacies using public funds.2 The public subsidy

to community drug stores would Le a device for inducing the community to spend
2art of its uncommitted resource to finance the cost of drugs that are needed

fur Frimary Health Care. In other words, the subsidy is an institutional

arrangement between the community and the Government for sharing the cost of



drurs in primry health care. Black marketing of drugs is a potential
yroblem in a revolving drug fund scheme. Ths major advantage of this scheme
is that profits frcm drug .sales can. be used to support Loth curative and

preventive health activities.

c) Peérsonal dni Production - Based Prepayments. These health-care

financing arran;ements involve paying for health services before an illness
occurs. Health services prepayments are forms of insurance schemes.
Personal prepayment and production-lased prepayment Jiffer from one another
in the following way: In personal prepayment schemes, households or
individuals contrilbute directly (in cash or in kind) to an insurance scheme.
In production-based prepayment programs, houszholds or individuals contribute

tc the insurance scheme through levies ¢n tha output they sell.

The prepaid health services are equally available tu all members
of the scheme irrespective of differences in their illnesses, health status
or ability to pay. Thus, in health insurance schemes, the healthy individuals
subsidize the sick, because the health services they pay for are used by
those who are sick. Prepaid health services schemes are reported to have
functioned successfully in Indonesia and China. In Kenya, there appears to
be great potential of financing health services through production-based
prclayment schemes because the majority of small scale farmers are members
of cooperatives. DBut, unless some nominal fecs are imposed at the time of

use, prepaid health services are likely to face preblems of cver-utilization.

d) ‘Community'dnd Individudl Labor. Tnis is labor that the cummunity or

inlividuals volunteer for health activities. Community or communal -labor
might be volunteerud to construct dispensaries; to build latrines; to improve
environmental smitaticn; and su on. Individual labor might for example be
volunteered  for imunization camapigns, health education, and Jdistributicn
of family planning materials. Although voluntary labor can be used to lewer
toth the recurrent and development expenditures of primary health care, it

is known to bLe difficult to sustain for a long time. Hcwever, an experiment
on Community-based health care scheme at Kibwezi in Kenya (operated by African
Medical and Research Foundation, Nairobi), has shown that when properly
recruited and trained, unpai: community health wcrkers can be retzincd on

health activities for a long time (see SIDA/MOH/AMREF (Kenya), 1985).



e) ‘Cemmunity Contributions. These may take a variety of forms e.g. cash,

materials, land, and livestcck. In some communities, a substantial ainount

of resources can be mobilized through fund raising. In Kenya for instance,
many dispensaries have Leen built with self-help ("Harambee") contributicos
(see e.+ ., Mbithi and Re-musson, 1977). Ccmmunity contributicns are commonly
used tc finance one-time expenditures such as the construction of health

facilities.

The extent to which the alove methods will succeed in mobilizing

community resources to finance heilth services depends on four key factors,

name ly;

1) Community's understanding of reascns why it should contribute
to finance health services which were previously provided free
of charge;

2) type of health services to be financed;

3) level of training of those involved in the management of
mobilized resources - in skills such as book-keeping, budgeting,
inventory planning etc.; and

4) type of supervision and suppurt that is provided to community

health care financing schemes DLy the Ministry of Health.

The fourth point above is extremely important because, a community will

often need outside assistance for its health carc financing system in such
mtters as budgeting, financial control, and planning. This sort of
assistance can be provided by officials of the Ministry of Health through
short-term training courses for those involved in the management of community

health care financing schemes such as the revolving drug fund.

2.3 SUmmarz

This section summarizes and comments on basic issues related to
user fees and uncommitted community resources as scurces of additional
funds for health sectors in LLCs.
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Selective user charges on health services, i.e¢. charges that are
impoused only in some health facilities; c¢r in certain pericd of the day, in
specific geographic regicns or for certain health disorders, are a potential
source of additicnal funds for the health sectors. However, people's
willingness to pay user fees @epends critically on whether they consider
the services on which fees are imposed to ke of sufficient quality. Health
service quality has three major dimensions. The first is the patients'
subjective perceptions, <r attitudes, of what quality health care is. The
sccond dimension of health service quality is made up of the quality of
the medical inputs (as judged by health professionals), that are used to
provide a particular health service. It should be noted here that consumers
(patients), may not agree with the health professionals' rating of the
quality of a particular health service., The third major dimension of
quality of service ccnsists of the behaviour and attitudes of health

workers toward patients.

All the aspects of health service quality, mentioned abcve affect
peuple's willingness to pay for health services, and hence the amount of
revenue that can be raised through user fees. Thus, the issue of health
service quality (objective and subjective), should be given careful

attention in the design and implementation of user fee schemes.

User charges would succeed in raising revenue mainly for curative
services. Funds to finance preventive and prumotive health care would have to

be raised throuj;h compulsory methods such as taxation.

Uncommitted community resource is a useful conce, t in evaluating
a community's potential to participate in the financing of health services.
Uncommitted community resource can be approximated by expenditures on
luxuries. Ways of harnessing some of this resource for the health sectw
include, service fees; drug sales; prepayments for medical care; community

labor; and community contributions.

In concluling this secticn a point of fundamental importance
regarding the relationship between mobilization of domestic resources for
the health sector, and the quality of health services should be mentionel. If
foreiyn exchange 1< a binding constraint in the provision of health
services, then mobilization of additional domestic pesources for the health

sectcr could lead to a fall in the quality of the health services provided.
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This is because as more health facilities are lLuilt,-e:;g., through

canmunzl labor, the complementary inputs, such as drugs (that must be
procured with foreizn exchange), may not bLe available in sufficient
guantities (see David Dunlop and Mead jiver'Jr. ,1985)% “This suggests

a need to compute a desired ratio pf domestic pealth cere inputs to foreign
inputs. This'ratic would be useful in indicating when a given country is
mobilizing too many domestic health care resources relative tou the availalle
foreign exchange inputs. The ratio would als: be helpful to foreign Jonors
interested in assistinyg LUGe that are most scverely constrained by foreign
exchange shortages in thegir primary health care programmes. Thus; if
additionzl aomestic resources for the health secter are to have their
intended impact of improving health status, they should not be mobilizéd

ar planned in isclation from the complementary foreign inputs that are -also

' i
required in the provision of primary health care.

3.0: 'ALLOCAIEQ?'OF‘HEALTH'UUDGET

Kenyan data .(on pattern of allocation of hgalth budget) shows
that hospital based curative services receive the lion's share of the Ministry
of Health Budget. Promotive and preventive health activities receivs
approximately 5-6 per cent of health bulget, while curative services get
about 68 per cent. Carl; Stevens (1984,p.29), points cut that Kenya's
pattern of allocation of health budget is typical of imany other less

Leveloped Countries. . -
. . . - t

1 r
1

Table 2 below shows the Kenya M:nistry of Health (MOH) Recurrent
Budget by major health activities for the period 1978/79-1982/83.
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According to aveilable estimates, the pattern of Kenya MOH
budget spending as displayed in table 2 is essentially unchanged for the
period 1983/4 - 1987/88. There are two basic observatiens from Teble 2
regerding Primary Health Carc as a strategy for achicving good health
for 211 Kenyans by the year 2000. The first point is that since
hospit2l services are urban based, the pattern of budget spending
displayed is biased in favour of urban residents, who comprise only
about 15 per cent of the Kenyan population. Since the referral system
between hospitals and rural health facilities does not function as
desired (due to communication =nd transport problems), the spending
pattern depicted in Table 2 is extremely inequiteble; further, it is
unlikely to improve health stotus of the rural populations by a
significant margin. The second observation from Table 2 is that
preventive and promotive health gepvices &re given very low priority in
budget allocations (rclative to curntive services), even though they are an

important component of the Primary Heelth Care strategy.

The above observaticons tempt me to hazard the conclusion that
good health for all Kenyans will “nct be achieved by the year 2000 (or
even by the year 2050!), unless the pattern of MOH spending reflected
in Table 2 is changed. This is because the majerity of the population
(rural and urban alike), will continue tec sufifer from preventable
diseases because of under-provision of preventive and promotive
health services, and also due to the fact that, basic health services will
continue to Le inaccessilile tc¢ majority of the population. To a laree extent,
the foregoing pessimistic conclusion can Le generalized to many other LDCs
because as was stated earlier, their health ludget allocations are similar
to Kenya's.

The critical questicn is whether or not the pattern of henlth
budret allocations shown in table 2 cen in fact be altered in any
significant way; and if s how? It is possible to sipnificantly change
health budzet allocations shown in table 2 through twe routes. The
first avenue cf change is the - medical prenfessicnals who should
encourape (or innovate) curative heelth care technologies that are

Suitable for use in rurnl health centres and dispensaries; or even in
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people's homes. The cral rchydration technclopies are a sienificant
step in this directicn. The second way of changing the current pattern
of budget allocations (between curative and preventive health services)
is tc demonstrate to pclicy-makers (by research findings), the

benefits of preventive heelth services. It is now widely accepted that
this manner of informine policy-making wcould be most fruitful if it is a
result of a collaborative research effort between researchers ané pclicy-

makers.

In concluding this section, the following points should be
noted. First, additicnal rescurces to the health sector in Kenya (and in
other LDCs) should be allocated to preventive and rural health
activitics. Exrenditures on these activities are more likely tc
achieve significant imprcovements in health for all by the year 2000 than
exyenditures on urban based curative health services. This is a
familiar point, but which cannct be over-emphasized. The seccond point is

that budget allocation in health sectors should be rationalized, i.e.
‘Mab~H; cconomic techniques of ccst-benefit analysis and cost-effective-

ness analysis should be used as much as pcssible in deciding the pattern
of health hHudget allocation that is most beneficial. In the context of

of Primary Health Care Stratepy, a budeect allocation that is most
beneficial if..it meximizes thc chanees of echieving geod health for all

by the year 2000.

4.0: A FRAMEWORK FOR FLANNING AND ALLOCATING HEALTH BUDGET®*

Having discussed the sourccs and uses of funds in health
scctors & model that can be used for planning and allocating financial
henlth resources will now be presented. The model has three components,

namely: -

1) determinaticn of expected hezlth budget.
2) allocation of the budget among prosram activities; and

3) sensitivity analysis on the pattern ¢f resource alleccation.

For an application of a similar framework of health sector financial
analysis in a developing country, see A. Griffiths and M. Mills (1982).



L.1: Exvected Buld;met

Health scrvices, like other econtmic gnods and services,
take time t> provide. Thus, in crder for MOH to pravide these gonds
on time, their prcducticn must begin before the MOH actually gets its
~wn funds to ray for these services. (Initially treoduction of these
grvices can be financed by debt incurred by MOH). 1In order feor the
'OH to know whether or not it will be able to ray for the services
whose production it starts before the receipt of its funds, it must have
a way of predicting its revenue. The MOH can rredict its hudget using

the follewings simple model.

j2¢]
(]

Bl(AID) + B (FEE) + 83(UCR) + Bh(TAX) + B,.(OTH)

where

R = Expected Revenue or Budget in year t
AID = Foreipen aid and gronts pledped by foreign dennors to MOH.

= Proportion of AID that is paid. This number is obtained
by dividing AID paid up during some past period, by AILD
rledged over the same period. The assumption here is that
donors pay »nly a fraction of the AID they promisc; and that

therr past behaviour will persist into the future.

FEE = Maximum amount of revenue chtainocble from user fees based
on facility utilization rates and the prevailing user
charges.

82 = Proportion of fee that is cxpected tc be collectcd.

UCR = An estimate of uncommitted community resources

. = Proportion of UCR expected to be collected
3

TAX = Total tax revenue
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= Proportion of TAX exgectcd to be allocated to MOH by the

Central Government Planncrs end by legislators.

OTH = Other types of revenue for MOH, e.g., domestic loans,
savings, etc.
" Proportion of OTH that is expected to be available for
5

use by MOH.

The values of parameters, b, - .. &are obtained using past data in a
manner similar to that described for B8.. The value of the above model
in the planning of financial resources for MOH should be evident.
Given values for AID, FEE, etc., and those of the associated
parameters, i.e. B.., B., and so on, the health planner can foreeast
the MOH Ludget for any year. He can thus, tell the amount of health
services the MCH can afford to produce in that year. It is quite
easy to use this model since its parameters can be computed with
little difficulty, and its variables (e.q., AID, TAX), can be
determined with the help of Central Government Planners. Also notice
that the revenue model specified above can he generalized by viewing
R, as a function of AID, FEE etc., without specifying the functional

t

form of Rt' The paraemeters of the functicn, Rt can then he estimated with

formal methods of repression analysis.

h.2: Budaet Allocation

Once the planner has determined the expected heelth budpet
for year t, the next task .is to cllocate the budpet nmong health
activitics planned for that year. The expenditure reguired to carry out
health activities for year t, cannot exceced the expected buédget for
that year. In syrnbols, the health planner allocates his budget

according to the fnllowing rule.
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04 <
a1CA + a PAt + a 04, R

where

CAt = Curative activities plenned for year t

PA. = Preventive activities for year t

OA. = Other health related activities in year t.
a = Average expenditurc per curative activity

a. and o3 are defined similarly. The values of a1, @, and @y are

derived from past expenditure data and policy emphases. The activities

in the above expression, e.p. CA. are assumed to be chosen usine cost-
effectiveness criteria, That } g cost- offectlvc activities are undertaken.
An activity is cost-effective 1 1t represents

the cheapest possitle way of achieving & given health chjective e.g.,

reducing infant mortality rate by 30% hy year t (see ¢.g. Shepard and

Thompscn, 1979). The budpet allccation rule specified above ensures

sustenobility of planned health activities.

b, 3: Sensitivity Analysis

Sensitivity analysis involves changing values of parameters
that are not known with certainty e.g., o, in the budget allocation
expression, and then studying the consequence of that chanse on decision
rule. With reference to the budpct allocaticn expressicn, sensitivity
analysis would hely answer the following questicn: Suppose a, were to
rise by 15%, would the bundle ¢f activities denoted by PA. still he

underteken?

The model of finaencial health planning presented in this
section is useful in predicting MOH budret; in the allocation nf that
budpet among prcgramme activities; and in determining the sensitivity of
composition c¢f chosen health activities to changes in their average

costs (especielly the recurrent costs).
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5.0 COSTS OF ALTERNATIVE HEALTH CARE SYSTEMS

.1 Alternstive Hegﬁth Carc Systerms

\.n

This section briefly discusses costs ~f three types of

Government managed health care systems, namely:-

1) Facility-based health care system. In this system, public
health services are provided predominantly by health professiOne‘.“l

through fixed health facilities (hospitals, health centres

and dispensaries). The health services are provided free of

charge.

2) Community-based kealth care system without cost-sharing
between the community and the Government. In this system, the

community is involved in the provision ~f health services, especially
preventive and promotive health services, through village
health committees; community health workers; and traditional

birth attendants. The community works closely with Government
oot proiessionels 1n the planning and delivery of health

services, but does not share with Government the recurrent cost
of health services.

3) Crmmunity-hased health csre system with cosi-sharing.

5.2: Costs of Health Care Systems

The basic problem here is to determine the cost-effective health
care systcem. Cost-effectiveness must of course be defined with reference
to some objective or purpose. If the objective of MOH is to maximize the
proportion of the pepulation that is covered with basic health services,
a health care system is cost-effective if it achieves this cbjective at
least cost. The claim in this section is that "Community-based health
care system with cost-sharing' is the cost-effective methed of
organizing health services delivery in most LDCs. Conceptually, this

can be illustrated by considering two categnries of health care costs,
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norely, provider and consurmer costs. Provider costs are the Government's
c~sts (development and recurrent) of mecking health services available

to cormurities. Consumer costs are the patients' costs »f using the
services, such as transpert and time costs, The sum »f these two

costs, constitutes the totzl cost of a health care system.

For meny LDCs, fadility-based health care system is nct even a

feasible system, if their aim is to achieve universal coverage ¢f the

porulation with basic health services. This is hecause the cost of this
system would exceed the MOH budeet. In the case of Kenya, it has bheen
estimated that universal coverage of the pepulation with health centre
scrvices "would almost double the (MOH) budget for 1984 from KET6.5
millisn to about K£14k million" (Mwanegi and Mwabu, 1986, p.T778).

Using, Malaysian and Kenyan data, Peter Heller (1975, 1971) has
demonstrated that the facility-besed health carc system implies recurrent cost
burdens which are unlikely to be borne by revenue from general taxation
alone. Thus, even for an LDC zovernment which misht afford establishing
facility-based care system for the whole population, it is unlikely to
sustain thc system because of recurrent cost problems. Heller (1975,
1.69), notes that for Malaysia and Kenya, the recurrent cost Lurdens are
greater for smaller health center institutions - precisely the faeilities
that would be used t» achieve universal health services coveragc.
Heller's work shows that for every dollar (or shilling) required to
construct and equip a health centre or a dispensary, approximately 23-27
cents are required to nperate andl maintain it. For hospitals, the
recurrent cost burden is 11-18 cents for ecach dellar or shilling of

capitel expenditure.

"Community-based health care system withnut cost sharing' is a
feasible system of achieving the gool of 'health for all' as urgently as
rossible. This is because universal health services are possible under this
system. Each community, irrespective c¢f its gengrarhic location, is
responsible in some way, for the provisicn of its heanlth services.

Hdowever, this system is likely to be more cnstly then the system in which
the community and the government share direct recurrent costs of health
services. There are two main reasons for this. Firstly, with cost-.

sharing, more revenue would be availsble to operate hcalth facilities
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Thus, additional facilities can be constructed. Additional facilites
will of course require an increase in rprovider cests (in this case, an
incrense in recurrent costs). However, the consumer costs, in terms
of travel costs for example, would alsce fall. Thus, to the extent the%t
savings in consumer costs are larger than the increase in provider
c%§g%EJMe cost-sharine system is more cost-effective than the alternative
/ in which the recurrent cnsts are not being shared. Secondly,
the additicnal revenue generated through cost-sharing scheme can he used
o improve the quality of existing services. The imrroved quality of
service can be converted into mo%ey term%% by %et%rﬁiggn%mpgggég’EGTVlCGS
willingness to pay for improved sgfvggggjé;naghgg ge comyaged with the
revenue raised from the community (thkrough user fess, sale of drugs etc),
If this revenue is smaller then benefit of imprroved services, then cost-
shaping system is the cost-effective system. As argued earlier, cost-
shering is likely to reduce frivolous demand for medical care, and hence
promote efficiency in the utilization of health facilities.
Thus, consideraticns of consumer costs, health services quality and

.

efficiency, make community-based health care system (with cost-

sharing), mhre attragtive than the alternative system.
6.0 CONCLUSIONS

This section summarizes the main conclusions of the paper.

a) To achieve the objective of 'health f~r all' by the 2000 (or
2t some nther acceptable time), LDC Governments will require
additional resources in the health sector.” The additional

resources will be needed to increase pcpulation health

services coverase from the current level of 25-30 per cent in
many LDCs to 100 Per cent. The coverage gap that exists now
is too large tn be filled by better utilization of the
available health resources alone. The two most promising
sources of revenue for the health sectors are the user fees and
the uncommitted community resources. Uncommitted community
resource is the income of the community that is not committed tn
provision of basic needs, or to investments that are necessary

to sustain existing stendards of living.



25 IDS /WP Ls2

User fees, if imposed selectively, and at appropriate levels,
arpear to be conducive to health services quality and efficiency.
Selective user fees : 20uld als~ promote equity in provisiecn of
health services for two reasons. Firstly, they can be used

to mike everyone face the same prohability of cbtaining

medical care when it is needed. This is because some sections
of the ropulation which ~re within the proximity of quality
hospital services can be charred for these services, while
lenving them free {at the time of use) to referral  patients

from distant or pocrly equipped cliniecs.

Secondly, user fees can be waived for those who cannot afford
them. Recent experiments with ‘user fees in the Sudan suggest thnt
user fees are an important potential source of revenue for the
health sector. However, the cost ~f administerin: the fees

in [Sudan was nnt studied; in some countries this cost can

be quite substantial.

In addition to requiring additisnal domestic resources, the
health sector also needs some irreducible quantities of foreign
resources in nrder to¢ provide certain amounts of health services.
Unless fcreilgn resources are availlable in sufficient quantities,
mobilization of domestic resnurces for the health sectcr may not
lead to improvements in health services.

In other words, for ench domestic resnurce mnhilized for the
health sector, a certain amount of foreign exchange is required
to make it fully productive. This fact sh~uld Le taken intn
account in the planning of financial resources for Ministries

of Health.

Ministries nf Health can use past values of foreign 2id and

grants; user fees; tax revenues; and uncommitted community rescurces
predict their hudeets. The predicted or expected budrets can

then e used as the basis for planning health services. Rational
health services planning is nnt possible withnut a sound

1lannine of financial resources. This is because production of

health services must often begin before the Ministries of Health
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actually receive their budzets. In order for the Ministries
to determine the various quentities of service they should

begin to rroduce, they must be able to predict their budgsets.

Finzncial health planning thus helps Ministries of Health to
plan provision. of health services that is consistent with
their budgets. Financial Tlanning avoids situations
where facilities are built but are not operated due to
recurrent cost problems: or cases where conetruction of health
facilities is started but is not completed because of lack »f
funds.

Community-based health care system in which communities

share recurrent -cost of health services with the Government, is
the mnst cost-effective way of achieving good health for all

within the shortest time possible.
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NOTES

1. It is important to distinguish the concept of uncommitted community
rescurce from the related nction of untapped community rescurce frequently
encountered in the literature. In ecconomic terms, untapped community resource
is uncommitted resource that is nrt employed or fully employed, but that
which can be tapped or used fcr the production of additicnal goods and
services (including health care), without sacrificing much, or any of the
existing goeds and services. In technical terms, the opportunity cost of
re-allocating, cr of putting into productive use, the untapped community
rescurce is virtually zerc. In contrast, the uncommitted community resource
is assumed to be fully employed in the production of certain commodities
(gocds cor services), or to be earmarked for the provision of those commoditiecs.
The commodities at issue here are those that cannct be categorized as basic
needs. They are largely luxurious items, or goods for conspicuous consump-
tion. The uncommitted community rescurces can be re-allocated, the oppor-
tunity cost of re-allocating them being the luxurious or ''non-basic"
commodities that are foregone in the re-allocation. This cost is strictly
positive and non-negligible. But, the concept of untapped community re-
source does not entail a sacrifice of commodities., It must be stressed that
resources that are already committed to the provision of basic survival
needs should not be re-allocated. For example, the resources of a given
community that are committed tc the provisicn of basic housing cannot be
re-allocated or mobilized to the Primary Health Care sector, without
worsening the welfare of that community. But the portion of the community
rescurce that is used to purchase say, non-essential housing, could be
mobilized or re-allocated advantageously. For a community that is just
managing to meet the minimum basic survival needs, its uncommitted or un-

tapped productive resource is zero.

It is also useful to distinguish between uncommitted community
resource and untapped community labour. Untapped community labour is
simply an element, i,e. a subset of the untapped community resource, which,
as has been described above, is a special case of uncommitted resource. As
is explained in the text, the community resource consists of a bundle of
all possible productive resources, including labour, land, machines, natural
endcwments etc, Self-help, self-reliance, "Harambec'" etc., are other
notions which require clarification in relation to the concept of uncommitted
community resource. The self-help effort of a community that is beyond the
effort ¢f that community to provide for its basic survivél needs is not

feasible unless the community is endowed with uncommitted resource. Again,
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to use the example of housing, a community that is at the edge of subsistence,
would not willingly, and on its own initiative, trade-off scme of its basic
housing for basic health care services, because, it would suffer a loss in
welfare. Such a community cannot mobilize resources from one sector to
another without reducing production of essential commodities in the other
sector and hence its level of welfare. The analytical ccncept of "uncommitted
community resource" as used in this paper is analogous to the notion of "un-
committed resource at the hands of Government" in Cost-Benefit Analysis

literature. See e.g., I.M.D. Little and J.A. Mirrlees, Project Appraisal and

Planning for Development Countries, (London, Heinemann, 1374) and L. Squire

and H.G. Van der Tak, Economic Analysis of Projects (Baltimore, Johns Hopkins
Press, 1975).

2. As pointed out in the text, subsidization of drugs in community
pharmacies would likely create a black market for drugs, in which the sub-
sidized drugs would be bought, and then subsequently resold to private
pharmacies at market prices. The effect of the existence of black market

for publicly subsidized drugs, would therefore be to reduce availability

of drugs in public health facilities (including community drug pharmacies).

In fact the black market for subsidized drugs could wipe out the benefits

of community pharmacies if it succeeds in making the pharmacies act as channels

of cheap drugs to private medical practitioners.

Nonetheless, since a public subsidy to community pharmacies would
make simple curative services available to virtually everyone in the community
it should seriously be considered on equity grounds. Moreover, the policy
of public subsidization of drugs for community based health care is likely
to be cheaper, or more convenient than an alternative policy of supplying
essential drugs at market prices in community pharmacies, but which also
requires an establishment of a system of providing the same drugs free-of-

charge to those who cannot afferd them.

It is worth emphasizing that the major threat to the subsidized
community pharmacies is the emergence of a black market for the drugs sold
in those pharmacies. The emergence of this market can be rrevented by care-
ful selection of pharmacy managers; by making these managers accountable to
village health committees; by establishing a simple system of accounting for
essential drugs; by linking community pharmacies to the nearest government
health facilities and ensuring that the pharmacies are regularly supervised

by managers of these facilities; by educating community members aktout the
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dangers of a black market for community drugs, and urging them therefore,
to report those engaged in it to the village health committees; and by
using moral and political persuasicns to restrain private pharmacies from
buying subsidized drugs frem community pharmacies or from those who handle
such drugs. The main issue here is not whéther subsidized community
pharmacies have worked well in the past, but whether, given their potential

benefits, they can be made tc function as desired.
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Appendix .L; INDEBTED DLEVELOPING COUNTRIES: LONG-TERM AND
SHORT-TERM EXTERNAL DEBT RLLATIVE TO EXPORTS
AND 10 GDP, 1978_AND.1985.

Table A.1l Indebted Developing Countries

INDEBTLED DLEVELOPING Ratio of Ekxternal Deot to Exports
COUNI'RILS (BY REGION) of Goods and Services

Percentage

1978 1985

Africa 124,2 166.0
Asia 81.0 92.1
kBurope 126.8 .131.1
Nonoil Middle Last 161.5 225.3
Western Hemisphere 217.2 289.1

Source: Lancaster and Williamson (1936),

Table 2.1, p.30.
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Appendix 2: RANKING OF SUB-SAHARAN COUNTRIES ACCORDING
TO DEBT OUTSTANDING, LND 1985.

raple A.2: Outstanding Debt in Sub-Saharar Africa

Country TOYAL DEBT DEBI* LLFORT DEBT GDP
(B1ILLION RAT IO RATL10O
DOLLARS) (Percentage) (Percentage)
Nigeria 16.0 134.6 21.5
Sudan 8.3 1232.4 100.1
Ivory Coast 8.0 238.1 116 .Y
Zaire 5.3 258.3 203.5
Zambia - 4,2 464.0 455.3
Kenya 3.5 224.8 57.3
Tanzania 3.4 734.3 62.5
Mozambigue 2.6 1518.6 129.2
Zimbabwe 2.4 164.3 20.0
Madagascar 2.3 634.1 101.8
Scenegal 2.3 285.1 93.4
Ghana 2.2 324.9 21.2
Ethiopia 1.9 339.4 36.5
Cameroon 1.8 74.0 21,7
Somalia 1.5 909. 1. 205. 1
Mauritania 1.4 378.5 215.0
Cuinea 1.3 254.7 74.4
Congo 1.3 105.2 60.9
Mali 1.2 563.8 138.4
Uganda 1.2 279.2 33.1
Liberia 1.0 215.6 103.8
Nigeria 1.0 322.3 64.0
Malawi 0.9 343.0 78.7
Benin 0.8 326.0 78.9
Togo 0.8 315.7 114.7
Gabon 0.7 34.3 21.5
burkina lFaso 0.6 366.6 73.4
Mautitius 0.6 103.5 63.1
Sierra Leone 0.4 314 9 57.2
Burundi 0.4 312 .3 40.2
Botswana 0.3 38.8 40.8
Rwanda 0.3 175.5 19.6
Central African
Republic | 0.3 169.1 58.0
Guinca-Bissau 0.3 1042.0 129.4
Swaziland 0.2 75.6 57.8
Gambia 0.2 271. 3 109.6
Chad 0.2 197.7 256.0
Lesotho 0.1 45 .3 59.1
Comor os 0.1 625.9 123.1
Equatorial
Guinea 0.1 473.9 125.7
Djibouti 0.1 53.0 23.8
Sao Tome and
Principe 0.1 579.0 295.1
Cape Verde 0.1 212.8 896.7
Seychelles 0.1 90.0 51.7

gource: Lancaster and Williamson (198¢); pp.38-39, Table 2.9
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Appendix 3: TRENDS IN RECURRENT AND DEVELOPMENT EXPLENDITURL
OF MINISTRY OF HEALTH, 1960-1984, KENYA.

fable A.3: Kenya's Kecurrent and bovelopment Expenditure for

MOH; and Gross Government EXxpenditure (in KE millic

Year Kecurrent Development ] T'otal MOH Total Gross
Exp. Exp. Govt. Exp.

1960 2.763 0.269 3.032 46.359
1961 3.159 0.267 3.426 50.942
1962 3.258 0.165 3.422 52.721
1963 3.241 0.171 3.412 56.477
1964 2.895 0.159 3.054 68.130
1965 3.128 0.142 3.170 70.540
1966 3.554 0.170 3.724 77.520
1967 3.845 0.225 4.070 84.880
1968 4.327 1.107 5.434 96.050
1969 4.471 1.172 5.913 104.979
1970 6.091 1.850 7.941 121.461
1971 6.818 3.000 9.819 155.850
1972 9.340 2.183 12.773 201.407
1973 590 2.183 12.773 201.407
1974 12.110 2.321 14.431 230.167
1975 16.903 3.827 20.730 301.582
1976 19.522 4.772 24,295, 373.10Y
1977 21.206 8.300 29.56 409.76
1978 29.21v 7.690 36.900 . 590.390
1979 35.380 7.750 43.130 697.610
1980 43.720 10.750 54.470 781.320
Loyl 52.600 12.680 65.280 972.060
1982 59.830 11.300 71.130 1122.320
1983 02.370 7.700 70.070 1197.380
1984 ©0.79 14.720 75.510 1296.460

NB: K£0.8 is approximarely equal to 1 U.S. Dollar

Source: -Ikiara and Kimani (1986} p.30, table 5a.
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Appendix 4: RECURRENT AND DEVELOPMENT EXPLENDITURE AS A
PROPORTION OF TOTAL GROSS LXPENDITURE OF Thh
MINISTRY OF HEALTH, 1960-1984, KENYA.
Table A.4: Ministry of Health kxpenditures (percentages)
Year Reccurent bevelopment Gross Exp. on
lkxpenditure Expenditure Health as a
(%) (%) Percent of Gross
Govt. Lkxpenditure
(%)
1360 91.1 8.9 .
1961 92.2 7.3 6.7
1962 95.2 4.8 6.5
1963 95.0 5.0 6.0
1964 94.8 5.2 4.5
1965 95.5 4.5 4.5
1966 95.4 4.6 4.8
1967 Y4.4 5.6 4.8
1968 79.6 20.4 5.7
1969 80.2 19.8 5.6
1970 76.7 23.3 6.5
1971 69.4 30.6 0.8
1972 76.4 23.6 6.6
1973 82.9 17.1 6.3
1374 83.9 le.1 6.3
1975 81.5 18.5 6.9
1976 80.4 19.6 6.5
1977 71.9 28.1 7.2
1978 79.2 , 20.8 6.3
1979 82.0 18.0 6.2
1980 80.3 19.7 7.0
1981 80.6 19.4 6.7
1982 84.1 15.9 6.3
1983 '89.0 11.0 5.9
1984 80.5 19.5 5.8

Source: Ikiara and Kimani (1986), p.132, table 5b.
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Table A.5:

HEALTH WORKERS IN TANZNATIA, 1984

Tanzania, 1984
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RECURREN! QOST OF CONTINUING ENUCATION PROGRAM FOR

Recurrent Cost of Continuing Education for Health Workers,

Cost Item Foreign Local Total
Exchange Currency Expenditure
Expenditurel Expanditure
(in T.shs}, (T.shs) (T'.shs)
1. Orientation Visist™ (Course) 1584.5 5233.8 6818.3
2. Extension Course
a) Baseline Surveys 1473.8 i 5659.6 7133.4
b) T'raining of Trainees 8282.9 28799.1 37084.0
3. Refresher Courses - Per
ocourse/average attandance
a) Regional Medical Assistants
oourse 4702.2 44862.7 49564.9
b) Medical Assistants Course 5914.9 44757.1 50672.0
¢) Other courses 4872.5 42553.8 47426.3
4. pistance 'l'eaching 76995.0 55660.0 .32665.0
5. bistrict Library-Development 2354.4 2138.4 4492 .8

NB3:

T.shs.25 are approximately equal to 1 (.S. Dollar

SOURCE:  Dunlop, W.D., A Background paper on Cost, Management, and
Economic Considerations of the Tanzanian Continuing Education
for Health Workers Project, AMREF, January 1985, p.39.
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Appendix 6: FOREIGN EXCHANGE SHARE OF TOTAL OPERATING (OSTS
O QOVERNMENT HEALTH FACILITIES 1IN SELECTED PQOR
QOUNIRLES
Table A. Foreign Exchnage Share of Operating Costs fof Public
Health Facilities, 1969-198l.
Facility 'Type !|Country Year of Estimate
1969 1978/79 {1981 "< 1983
Hospital Tanzania - 0.41 - -
Uganda 0.22 - - -
Health Centre |[Tanzania - 0.53 - -
Uganda 0.39 - - -
Indonesia 0.37-0.46 | -
Other Rural
Units Tanzania - 0.38 -
Sudan - - - 0.47
Indonesia 0.22-0.51
Source: Dunlop, D. W. and Over, A. M. (1986), p.9, table 1.
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PERCENTAGE OF CENTRAL EXPENDITURE ALLOCATED

TO HEALUI! IN SELECTED DEVELOPING COUNTRIES.

Table A.8: lealtih Expenditures as percent of Central
Governmer. t Lxpenditure in LDCs, 1978-1982.
Country Health Expenditure -~ *
(per cent of Total Expenditure)
Malawi 5.3
Botswana 5.4
Mauritius 7.6
Swaziland 6.1
Camexoon 1.1
India 1.9
Burkina Faso 5.8
Sudan 1.5
Liberia 6.8
Chana 6.5
'fanzania 6.2
Zambia 7.0
Uganda 6.1
Kenya 7.5
Zimbabwe 6.1
Brazil 7.3
TOTAL NON-OIL DLEVLELGOGEING
COUNTRIES 4.1

*These percer .acus arc based on approximations of actual

expenditure,

Source: Ikia

figures.

:a and Kimani, p.ll, table 1.
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Health Sector Current Expenditures for Botswana:

Percentage Breakdowns, 1980
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SUMMARY TABLE 2(a)

Local

Deract prvan

Sett balp’

P dr | b | e | TRTT ] Men |y | s s | e | TN, e
R ©m n2 208
Genersl hospitals 52.00 100.00 80.00 2368 568 442
Long-stay hospital -
Mental hospital 8.00 0y
Other institutions (spacily)
T 100c0 a0 -
;::::::‘.?.2:‘::;’::,; staff 5397 ) 398 8.5
izt commiy we | o
Private practitioness
Private dental services
Other private sarvices *
(specity)
Communicable disesse control 50 88 485
Domaestic water supphas 60.00 1868 14 35
Sanitstion programmes ¢ 4C00 13.79 + 1842 1.96 1473
Nutrition programmaes 43 44 192 0.7%
Heslth education programmaes 333 D28
Qceup. health programmes
Other programmaes (specify)
Centra! laborstory service 2000 0.83
Travelling end transport 3.68 nn 578
Headquarters administration
Training ~ doctors, dentists
Training — other health statf 2105 148
Medical resesrch 392 037
Other services (specily)
Transfers
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
-«
i 5 i | | | !
Sovece: A. Griffiths and ,. Mills (1980) ; P.167.
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\ .
Bt s i redl b pond Missass whustry yolunary :ﬁ%}: tngurence wsi?iw L Toi
Teschngmavonn 7413 4 1223 741 178 100%
General hospitals 5247 1.0 I 1228 364 12.70 818 143 100%
Long-stay hospital 8704 232 I 1064 - 100%
Mental hosprta! 86.39 .73 | 11.88 100%
Other institutions (specify)
Services sbroad " aes * 265 83.50 100%
Heaith centres 7867 356 667 TR 100%
Health centres with 8767 203 7.24 1.02 203 100%
Health posts with cormmunity 81.08 18.92 100%
Peivate practitioners 85.71 14.29 100%
Traditional health practitioners 100.00 100%
Prrvate fental services 7143 2857 100%
Rezail outiets 100.00 100%
Othier private se-vices 100.00 100%
{spec'ty;
Communicable disense control 3077 65.23 100%
Domestic water supphies 57 &9 a2.3 100%
Sanitaton programmes 26.58 33.22 21.10 16.61 2.4 100%
Nutrition programmas 424 847 . 0385 84.75 1.69 100%
Health education programmes 100 00 100%
Occup health programmes 3750 »2.50 } 100%
Qther programmes (speficy) 31.50 62 50 100%
Central iaboratory service 100.00 100%
Traveliing and transport 10.07 53.96 2518 6 6.47 0.72 1.44 100%
Headquartars admimistsation 72.30 0ad 16.13 558 556 100%
Training - doctors, dentists 15.79 8421 100%
Trainig - other health staft 77.38 4.76 17.86 100%
Medical research
Other services (specify)
Transfers
Totst 28.00 12.65 850 213 427 016 33.65 0.86 1.89 6.24 0.53 100 %

Table A.9.4:

Geographic Distribution of Current Heaith Expenditures for Botswana by Spending Agency, 1980.

TABLE 11 §
Geograghic breakdawns o My Orhae . Other Stats i ; Cctorvme |
of expendituras fcunwnt) ! of Health TInNS e government hodus Missions Industry ““:;:"::‘W | I“"ml Insarance i gt i
| | by v pnvate sourcas | ad - otfical - prvan Tonat 1
| ‘ !
Headquarters and training 1.300 000 74.000 145,000 - $0.000 50
- - - 000 - 310 000 1.929.000
Heaith s . .
ervices 5.850.000 3.156.000 2,025 000 - 750.000 1,090,000 41,000 8.594.000 176000 i  $08.000 1.283,000 136 200 2
Total 7 150.500 3.230.000 . — —
1230, 41000 8 594.000 220000 | 508000 = 138 200 25532000 !
|
| T
Heaith services - Urban 5.140.000 156.000 - - 900 000 15.000 31100 ] 150000 | o
! : 180.000 108.00p - 10.059.000
Health services - Rural 110 000 3,000,000 2025.000 ”
000, . 750.000 190,000 6000 | 5184500 2 |
! 484 ¢ .000 43 000 1.175.000 136 000 13544
’ , , 78, 544 000
i
Urban health s [of | 1.330.000 ; [ '
erv. - Capital city .330. -
60.600 ! 50.000 - | 1.755200 100000 | 24,000 ' 3.319000
- Other ¢ 1 | . .
ectowas | 1.810000 96.000 - 850.000 15000 1.355 000 50.000 180 200 84.000 8.740 000
[ i
Rural heaith - ‘
ural heaith serv. - Ma). viltages 300,000 2 350.000 1.485.000 | 'o750%00 | 190000 2600 | 1342700 20 600 20 900 $75.000 120 200 76312 uooﬁJ
- Other aress | 410000 §50000 | 540000 | - - i - - 3642.000 3300 | | |
; 600 000 36 200 5912900 |
| f |
, . & |
Headquartars and training 18.2% 2 § 7% 3 l
o - 63% - 27% - 195% 760 |
h . ' '
ealth services 81 8% 97 M | 9% ; - 938% 100% 100% 100% 773% i 100% 80 5% :
; | . i 100% 924
Total i :
100% 0% | 100 I oo 100% | 1008 00y 7 100w | 100 1005 100 100%
. ! O '
‘ -
1 . i | ; ! |
Health services - Usoan 87 ¥ - 5 i
19% - - 826% ! 386% | 362 | s ! sasxn ! gan | 426% J‘
| Heaith services - Rurai ! = i - : . |
ices - Rura 1298 sy | o100s | - 1 C S ) T 8348% L 838, ! nhign 554w | 916% 100 57a%
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(1982), p.185.
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"NROTES TO TABLES A.9.1

Table A.8.1 attempts to answer the following question: How much
is spent on different categorics of health services by

various organizations, Ministries or individuals?

Table A.9.1 shows that the largest expenditure fot the Ministry
of Health ( (B 2,960,00C) in 1980 was spent on General
Hospital Services. In contrast, other ministries spent
their largest amount (B:1,500,000) on Domestic water
supplies. The spending patterns of other agencies on health

or health-related activities is evident from table A.9.1.

Table A.9.2 attempts to answer the following question: What
percentages of their total budgets, did various organizations,
agencies, Ministries etc. spend on different categories of
health services? As can be seen from Table A.9.2, The Ministry
of Health spent 13.99% of its budget on the Teaching/national
referral hospital; 41.4% on General Hospitals; 1l.u4% on
Health Education Programmes etc. The percentages spent by
other Ministyies. o»zanizations and agencies are self-
evident from Table A.9.2. HNote in particular that about
49.5% of the money spent by private households went to pay

for services of traditional healers.

Table A.9.3: is intended to answer the following question: How are
different categories of health services or activities financed?
Table A.9.3 (last row) shows that about 28% of the funds spent
on the health sector came from the Ministry of Health;

33.66% of these funds came from Direct Payments by Private
Individuals; about %.27% came from ~ 'Industry; about 3.13%
came from missions etc. It should be noted that some services
are financed entirely by Government, while others are financed
exclusivly by private households. Health Education Programmes
and Central Laboratory Services are financed entirely by the
Ministry of Health. The services of traditional healers and

other priv-.e medical services are financed by private individuals.
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Table A.9.4: tries to answer the following questicn: How are
health expenditures made by different organizations distributed
hetween urban and rural areas? The rural-urban distribution
of health expenditures is evident from the second half
of Table A.9.4. Notice that about 87.9% of the MCOH

budget is spent on urb>an health services.



