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The International Health Planning Methods, Series ‘has been developed
by the Office of International Health, Public Health Service on
request of the Agency for Internstional Pevelopment.

The series consists of ten basic volumes which cover a variety of

. hedlth issues considered vital for effective- development planning.

" These tem volumes are supplemented by gix additional works in :
the International Health Reference Series, which list resource and
referencé material in the same subject greas.

“The International Health Planning Mbthods Series is 1n§ended to
as4ist health sector advisorsy’ administrators and planners in

* countries where the Agency for International Development supports

health related activities. Each manual attempts to be both a Jrac-
tical tool and a source book in a speciglized area of comcern.

. Contributors to these volumes are recognized authoritiesi with nany
" years of experience in specialized fields. Specific methods for .
collecting information and using it in the planning process are’

included in edch manual. ' N , « .

[ ]
€

The six - supporting documents in the International Health Reference
* Series contain reports of listerature surveys and bihliograpﬁies

in selected subject areas. These are intended for the seridus

researcher and are less appropriate for broad field distribution. -

The volumes in the Interns;ional Health Planning Methods Series
«»contain the collective effort of dozens of experienced profess-
* ionals who have contributed knowledge, research and organizational

skills. Through this effort they hope to provide the AID field

officer and his host country counterparts 'a systematic
approach to health planning in developing countries.

s
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L <.+ .. PREFACE .- ey
'l'hi.s mnnual 15 one :Ln a mies nf nethodolugicnl studies develnped for ‘the
- Office of ‘Intérnational Health, U.S. ‘Department of Realth, Education, and Welfare,
.\ to -foster health pianning by host country persomnel in less developed countries.

It originally appeared in May, 1978 under the title "An Approach to the Study of -
- 'Health Sector Financing in Developing Countries: A Manual." The present rgvised

' and updated version-of t.he m\ml was completed in Aprﬂ.‘, 1979, ST , . ;

Thds manuai presents an action~-tested ptocedure ‘for apptaisal of healch sector

: t':(' financingt which may be used, with ‘some local)adaptations, to examine henlth sector - o

| financial resources. The guidance presented in the text of the manual,’ embined with

the prototype data. collection and tabulation a:rangenent in Appendix A, are sufficiently ST

de:ailed to lead a, host country health planner or financial spécialist through the
sgsessment process. For successful completion of .such'an -evaluatihn* it is aﬁticipa:ed
that a senior-level economist or public finance specialt >uld be availablé to-
assiat the analyst, both in mit:lnl dg.sign and final i.nt reta::lon of the resulr.e.

P This mml has heen authored by Robert: L. Rober son, n:tete.r K. Zschnek and John
~ A. Daly. It ds primarily the result of extensive field research on sector ‘financing
questions 10 Lot in America by Robertson and Zschock., Editing of the report into -

the present manual fomt, vas carried out, in patt, by Office-of Int.exnationnl

nealth persormel. . L “ S x-

>

. In addition to helpful comenta on this mual which were made by profesaionals

~ 4in USAID, WHO, DKSW. ‘and the primite sector, substdntial contributions were made by
'colleagueé in the coufitries wheré case studies were conducted. - Grateful acknwledgment
is made  to Rodolfo Heredia, Patricia Restrepo, Alejandfo Vivas and Jesés Rico of
Colombia; to Amiro:Perez Mera of .the Dominican Republic; to Raul Bejarana and Alberto
Gumiel of Bolivi.a. and to Maria luisa Hernandex de. &J.veno. Mario Ovalle; .

- .Guillerme - Chavea, gnd Bugo Figuerbs of Guatemgla.

R WJ,Z/ ,,,_.W/

. f ) . . N K‘enneth Ro Fai‘r, Ph Do’ m ‘
r S  Project Officer ‘
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L- REASONS FDR STDDYING EEALTK SECTOR FINAECISG

. f '
-~ The fundamental goal of the health sector is to hprove the hea!.th status o the

nation's populakion. . The :lntroducticm of modern health services in developing count:\tn

has resulted in progress toward this goal by reducing mortality.and, in some cases,,
morbidity rates; but it has also increased the perceived need for further expsnsion
of health servigces. llnfortmtely, the nead for health services exceeds the limited \

rescurces available to the health sector, especially in the develaping world. This N

gap between the need for Health services and the resources available to meat it can be
filled by increasing the efficiency of the utilizdtion of existing health rescurcea,

by increasing the funding df the health sector (perhaps accompanied by a reallocation
of health services .resources to areas of yatm need, for unple, to pninry health

-care), or by a combination of the two.

Better infomtion on health finance and a ny:e%:c vay te mtupret it can
be used in most nations to measuré their resource gaps to recomiend and isplement -
policies, contribute to health planning, and permit more ¥ffective management of
programs for delivering services. While general economic conditions and specific

gap, all of them must achieve--to one degree or anothér-—objectives which come
care finance. -These objectives include determination of the appropriate levdl/and

institutions vary considerably among countries striving to close the nwd-raao;-?é’\
healt ‘

-sources of funding for health, contaimment of excessive increase in total heslth

WHO Technical Report Seties‘ 625, 1978 ), ) ( ,

expenditure, coordination of different programs and: : systens of service délivery, :
promotion of efficient: delivery of care, .and improvement in the acceuibility of ser~
vices and thf faimela among :I.ndi.viduala and groups in the popul&tion fn thc effective
uge of them. 1 . . oo

- This wmanual concentrates on the mgans of accunulating and evaluating certain
financial data that aretlikely to be particularly helpful to policy-makers and others--
in quantifying their aims aund judging the attainment of them. The-general goal 1is to
assist in making practical decisiens, not to condutt studies for their awq,sake. .
Naturally, the conclusions reached will not pe the same for all cquntries. The sources
of health sys funding are selected for special treatment in the gpanual, while '
expenditure psiiérns receive only secondary attention. ,

" Measures to incfease efficiency, although of obvious importance, are gco varied
and too demanding of ‘space to be included in this manual and are better reserved for
other publications. In order to focus on -one area of considerable 1mchtance-
measures to modify the sources of finance and to increase health sector lncome--it is
necessary to omit some other aspects of "financing," such as: a) reasons for the
employment of certain measures or. ‘teans of revenues; b) the process of budgetary formu-
lation and control; c) general social decision-making, éspecially for the financing of

1These are commonly held objectives requiring little elaboratinn for health
specialiats. A good example of a document. discuasing them is: .World Health
Organization, Financing of Health Services: Report of a WHO Study Group (Gengva:

5; _
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nfying t?e sources and uses of | fands together.

.
PR

health cgre, and d) expendit e -analyses, such as cost]b fit and éost[éffectiveness
studies,” Although expenditure analysis is excluded, s tions for the description.
of expenditures are included,| because of the great interest and convenience in identi-

Ao . : .
Before a country conbiders measures designed to 1n£rease :eVenpes it 13

'desirable to understand and asdess the current system of financing.the healfh.gector.

A study of the financing of the health sector ahould as :tain- *1) what reagurces are
now being utiligzed to finance the health secton &i.e evel of funding and sources of
funds); 2) how costly or inconveénient present revenuas are to collect and how fairly '
this burden falls on the population; and 3) how financ ‘can ‘be organized to' improve
the efficiency of collectionanddequity of distribution of the finahedal burden, among
other ends. ' Such a study may aven indirectly 1nd1qaté ew sources of revenue thgt |
might be tappeg to finance the heglth sector. Those - sources will aot be. rew ed*;;
directly since the’ study will be. arily concerned with analyz existing sources

of revenue, but a comparison by the analyst of existing sources with other sources of .
revenue  (such as those used in other.sectors of the economy’ or in other countriea) may(
reveal new means of financing the hEalth sector. £

-
-
. . ! . . X .
» - P i . . . N

B. THE GOAL AND ORGANIZATION OFTHIS\MANUAL S T e

]

The goal of this manual is to p*ovide a methodology which w111 enable an analyst
with relatively little experience in health sector economic analysis to conduct a study

‘'of the fingncing of the health sector. However, for some of the more complex projects..

the analyst may require the assistance of & consultant who 1s from his owmn country. or

*from another. The need for such help. "will depend on a mation's resources and on the
"scope, and difficulty of the problem under study.' It is poasible that an outside consul~

tant .can be especially helpful in orienting the analyst to the information system .
indicated here-—iscluding on techniques of data collection--and in cooperating with
him on the evaluation that follows. In any event, a visiting specialist should not
be the director of the work; that is the’ reaponsibility of the country or agency

requesting the study. : .

The methodology incorporated in this manual has been used ‘as an intgg i 4
analytical pilece of a full—scale health sector assessment in one country. As such
it was intended to serve both as a traiﬁing tool - for economic analysts working in the
sector and as a source of valuable information gn the status of sector finsncing. d
The most likely users of the manual now &111 be administrative and planning
technicians of agenties in developing countries and the USAID program development

.

_staff who conduct studies for design and ‘evaluation purposes. Althoughmany of them
. R ¢ E

i,

2Other publications of the Office of International Health, USDHEW .have dealt with
those aspects, or will be doing so in future work. For an.example, see: J.D. Chaggee,

The Economic Appraisal of Health Projects in the Third World (Rpckville HH.. ‘USDHEW,

Office of International Health n.d. ). -

3"Financing the Health Sector of Guatemala,' Annex 5.9 ™o F.W. Schieck, et al. (eds.),

_ Health Sector Assessments Gugtemala (Guatemala City: USAID Mission, November 197?)

.
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will have expertise in either heal h care or economic analyeis. that requirement is not
necessary for the reader of this ugl, Other potential readers sare the superiors
.of ‘those "technicigns who will make the decisions on the uses of the studies; they
include higher level plannets. administrators, .éud elected officials, Private as.
. vell as public-seétor represtntati night uge. this’nanual to aﬂvantnse. e
Despite the referenees i,p the ual to the entd.re heal:h pec:on of a country,
many of its techniques are adaptable to subsectors or even to specific health programs
 And they can be useful for the financial sections of USAID project papers as wall.
While a conscious effort has been made to avoid prescribing pat answers aor.solutions/

to financing questianq, the manual sho:ld clarify for the analyst the choices availgble ‘ ﬁ

~ and the criteria’to use in drawing conclusions and making recommendation8~
{

" This manual provides a logical, nontechnical approRCh to the satherins and

evaimuon of information on, the financing of health. In doing so, it will guide
iw /answering these key questions: ' ~ e

D/

nan

1. What is the heqlth sector? (Chaptéf II —— De;erﬁinins the,componén :
o the Heglth Sector) N K . - S -

sources ofthose data? (Chapter III — Acquiting Data ot Financiy
the Health Sectnr) . .

"~ 3. Hhat do :he data mean? (Chapter IV =- Evéluatiné-:he Datg on Hes
- Sector Financing) : . - . \' '

‘data? (Chapter - Presenting and Uaing the Results of Evaluations)

C)*a Selected biblipgraphy of health sec ar financing literature. The bibliagtaphy

is a reminder that no document js whollyjnew. In this manual therg¢ is a heavy reliance

on a series of case studies IAtin Ameriqa, and the pubkicationg resulting from,

and even going beyond, them.: The results here, although based ¢n research originally
undertaken ip Latin America, represent | framework of data col}ettion and analysis

which the authors believe can be applied in.any region or counfry. Howéver, the

ap Gﬁch is more applicahle to less-developeg countries, whiclf do not have the stgtis- .
tical data bésea of the-developed countries.”, ' L

: : | :
4See,’ éspeaially, the following: D.K. Zschock, R.L. Roberfson, and J.A. Daly, Health

'Bector Financing in Latin America: Conceptual Framework gnd Case Studies (Rockville,

'~ Md.: USDHEW, Office of Internationa} Health, December 1976); "Findncing the Health
Sector of Guatemala' (footnote 3); World Health Organization, Financing of Health .
Services: Report of a WHO Study Group (footnote 1), pp. 52-53, 102-108; D.K. Zschock,
Health Care Financing in Develqping,Counﬂries (Washin _: American Public Health

* Agsociation, 19?2} _ / o

» ; .
5,

After the first edition of thie manual was isdued the WHO also disnribu:ed one aime
at any country: World Health Qrganizgtion, Manual for Surq;ys of Healch Financi_&
(Geneva: WHO, Draft, November 23, 1978). _ .

¢
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\\ ) : Alch?ugh t:he hulk of t:he mual is devoted to an agxalyeis of t:he sources é
Yo financing, a description of health sector expend{tures. has been included to provide a
balanced picture. The- funding (income) of health serwices is often closely related to
' ,- the pattern of health service expenditureas, Analysis of the two side.a of the financfal o
_ picture can be separated as 15 dona. in effent. here through this nanu.al's emphasis o
Co ' on:income. . : ;oo . : . : ' "
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~ L CHAPTER II
A mmmmcmmmrsormmmsm
A. cmmwmmmmsoﬁ}mmmsm e

The Health séctor is roughly defintd as those people and tnstitutions which seek

 primarily to prevent, cure, or care for 1llness and. injurys Commonly accepted elements

of the health sector imclude’ the sctivitics involved in the provision of medical and -

- paramedical care to ambulatory and hnsﬁicalizeﬂ patients, communicable disesse control.‘
- and énvironmental aanicacinn activities. . The

general definition of the health sector
1s intuitively obvious.  For, the financing to be described and gnalyzed, however, a
more precise definition must be made. Since the frontiers of the. health sector are
drawn differently from country to country, the analyst should write an explicit statew

ment of the health sector components. Thig statement should be agreed to by responsible‘
officiale before resources are used to deaeribe or analyze the pe&:erne of finaneins E

A precise and practical delineetinn of the heslcb sector is diffieult because

- many activities affect health in addition to thnse 1isted above. Therefoth. déciding

what to include in the health sector is necessarily arbitrary. The chofce in many
instances may be determined by the fact that some of these borderline activities are
now being performed by health practitiomers or by eseneiee involved in other, more
obvious health activitiesg, and therefore esse of accounting and. the structure of the

availsble data make it more practical to imclude, rather than exclude, them from the

health sector, _@?or example, see fsnilg planning ‘below.) Obviously, there will be
differences of opinion on these iasues. "_‘/ " : : o

/ .
-

- . . . . .
- . . .

B, msormcxmm o ) L,

' One of the uncertain areas concerning the boundaries of the heelch sector is

. family planning. Family planninﬁ programs Tange from demographic etudies to birth

control programs. They can have @ lons—term impact on health, and are often linked
with medical care. One way to handle this ‘classification problem is to 4nclude in
the health sector those family planning programs which are conducted by health prac—
titioners or by agencies providing health services and to exeluQe those performed by
non-health sgrvice agencies. However, the asnswer to the question of which programs
to include in the health sec:or undoubcedly will vary from coumtry to councry.

Othet areas impacting on health whose eeverage is nncertain'include ptograms‘to _
improve nutrition, sewage disposal, and water supply. These programs are not treated
consistently in all studies of the health sector, but the gemeral practice is to

 include in the health sector those activities which are intended t¢ bring underprivi-

ledged membe:e of the population up to minimally adequate stendards. Thus, special

._ . i AR ,
6 For another viewpoint, gee: Wbr@d Health Otganizetian (footnote 1), pp. 32-39,

’

— - : : : . . e &
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'Eood 'bmgg:m'( A fnr:ifica:icn. feedins and iadizatiun), nutr:tt:l.on :qhabtlitacipn

. either as Jnvestment costs or in terms of depreciation, depending on how the’ huildings
.are finanded and how records are kept, Customarily, the investment cost is counted

»A.'A; . N Al . ! . ‘ A
Lo W . ) -
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~ and the provipi of potable water and hn-nn excrement dispcsal factidties in rural ‘
, areas and urban slums sre frequently cnnaidemd to lie in’ the health sector, fous. RS
they would be atudied if possible. e v , ’ - I :

; Certain ot:her acti.vit:lea affeeting heal:h are gen’&ally not conaidered to be
-part “of, the health sector. Thesé #nclude. general education, programs to provide

clothing and shelter, accident: prevention mautea. and programs deaigned to ;!mpmgre o
wm:king conditions, - - ‘ e, | e SO
- S B B C , - -t ' e T - ‘ ) e i-

. ‘ . . : . N
| ’nxe financi.ng of healt:h—related educ.ation progtams aud the education of health |

practitioners present accogmting problems—i.e., should- these activities be fncluded
in the health’sector or in the -education sector? This dilemma 1s conventionally

‘resolved by fucluding the eogts of health-related education pmgtsﬂ&gd of the tfaining

of healt:h practitioners in the health sedtor if they are carried out by or paid for by
_recognized health sector institutionsy The formal educatign of most health service .
practitioners, however, usually™is incuded in the budgets¥of the fublic, private, and -

. mixed education institutions and is thus excluded from the health gector. Specific

health-related programs . provided by non-health sector institutions, such as the regu~

lar school system and vocational training centers generally are not counted as part .. v .
of- the health sector, although they could logically be included there, If such p:osrm
are unusually extensive and closely coordimated with other héalth sector progrm, one

might (:onsi.der counting them as health activities. . ; - -

Hhen analyzin.g "the health sec:or 1t is impottant to avoid double eount:ins of .
sources of support and. of expenditures. There are several areas where double counting o
may cause a problem. One. area 1s the costs of buildinga. - These costs may he counted

as & health sector expenditure. Another area of possible double counting is the
_education of health practitioners. -Some comsider {t double counting to include both

the costs of their formal education (a form of investment) and their subsequent salaries
(a return on thit investment) as health sector costs, For that reason formal educacional
costs may be excluded from the health sector; it might be wiser, however, to provide
finencial estimstes with and without guch values. Another example of-a poteatial

for double counting is. empmditurea on pharmaceuticals. Purchases of drugs and medicimes’
by households may appear in.household expenditure totals and also as pharmaceutical
company revenueg; they should not both be counted. A more likely and mote serious,

- %

. possible example of double counting arises vhen revenues are totaled by. various levele'v" .

of an organizationm. For example, one might erroneously count Ministry of Bealth funds
at the national level plus regional MOH reyenyes -- part of which have originated at

the national level.
- . i i

. B . . : A
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D. ORDERING O HEALTH SECTOR COMPONENTS ~
L v

The health sector can be examined from many different points of view, 1nc1uding

by 5ypes of organization. by ;Sunccions or programs, and by levels of authority. L

. !

- 1. By Otggizacion . /,.\ S . ) _ P ,

A augge.stﬁed breakdoim of arganizatians is public, mixed (or deeeptrald.sed). .
and private. It is followed in the data collection sys:em of this wenual, Pubiiq
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) ﬁ:g&niza'tions e'éns:tsr. of public health a’gencies'. htmh as the !ﬁnistry.of : W .

and its dependencies, some of which may be semfautonomous.. Mixed organizations

are those which receive -part of their revenue.from public .sources and part frsm
membegmship or participatory‘contributions. They are: organizations like socla¥ .
gecurity hestlh care systems.  Thé mixed organizations often function ‘under the . .

supervision of authorities other-than the MMMstry of Bealth, The f1nal” * .

' . category of organizations includes profit and non-profit private bodies, sugh-as -,

_ (messures which treat illnesses and injuries’ys they a:iie) and preventive health
. r

‘Under each of. these major gatégoriea financing data can’

{dentifiable problems, like industrial .accédents.

sector findncing by ans

private practitioners. and hostipals, -founddtions, charities, the Red Cross,aad - . *
private health insurance institutionms.. ' e LTt T

3 ‘- . . v ' ) - ‘ ‘ o ks ‘. . 3 . ,' ' L. .. ; v -“ » i
2. ‘Byhmctiqn(.adﬁ Program - e o ST

“Another say to look at.the health gector is in terme of functions and programs. .

' Thé two mdjor categories under a functional breakdowniwould be carative health - R

{measures which- are desigied to keep illnesses and' inju

es from ogeurring).
; . be ‘agranged by major’pro- =
grams. For example, programs supporting hospitals and most of the activit{es of )

_their staffs would céme under the curative keatlh category, while activitiems, such. -

. 'as impunization prograks and those nutrition programs, (except for nuty tiom - - . )
.. rehabilitalion measures) which are considgre&go be part_of the health sector, . o

would be categorized as preventive. Alternatively, the .Rehlth'seétor;.could, be -
divided into a number of high pridtity programs. Such a division wquld noimally .
include the most important curative and preventive functions. Programs im . =

some cases will be directly related to special diseases, 1like mslaria, or to .= . o

€

3. By Level of ,Authority o

Another way to amnalyze the health aeetor“is by levels of authority (that 1¢,
national,.regional, state, and municipal or local). The national Jdevel 15 usually. o
‘the most signiffcant level (and, therefore, the best place to start), because it: -
containe agencies and institutigns having the largest size and most widespread -. s
coverage (for example, a Ministry of Heaith and its subagencies) and because it =
generally has the most complete data base. Examination of regiomal or state amd .
mnicipal (local) level orgapizations can provide additional insights into health

mg such questions as: How do they fit in with the e
nationsl organizations? What' is their relative: importance for health segtor -
financing compared te the natiomal organizations? What are the finangial rela- -
tionships and flows of funds qﬁetween tite various levels? To what degree are the.

" gubnational levels self-financing? And what population groups ((guch‘ as rural S
regidents) receive or pay more of the;ffunds foxi_ health care?. - . L ' L
4. Relationships Among ‘the Three Orders L ' ) @

= . a3 .
. .‘ ¢ ]

The three alterpa¢ive methods of ordering the health sector components dis~ .
cussed above (by type ‘of organization, by function amd program, and by level of
authority) need mot be exclusive. In fact all three can be used together,” To = - ot
illustrate, the health sector could be divided first by type of organization (for o
example, public—-Ministry of Health), and within each type of organization further '
divided into functions and programs (e.g., Ministry of Health programs to -Support = ,
hospitals as curative health measures), and even further divided by levels of B
authority (e.g., national, state, and local programs sponsored by the’ iHini"st.rg'. .

. A R o oo .
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those in a certain low imcome ares). In additiom, the three methods of breaking L
down the health sector can be used eepara:ely to crosscheck .each other to re ¥
- accuracy of data, ‘to avoid doubla counting, and to identify duplication of
' services. - . L .
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_' d Since - needs of health sector in ‘the devalopﬁs eonntries emeed the. o
. available » analysis of the sources of finmti.ng can be of value in determining

such things as: what, the present resources are (that is, ldbel of fundings and emm:es ;
- of fending); how co tly or inconvenient they are to cnl]. t; how the taxes, fees, and .
chargea used to ce the h gector can be more cquiuhly borne by its usere; how -
existing wources-affect the th eystets and the econigmy; and ponibly, what .additional
- ‘sources of revenue are. available. In ordet to conduct tbu; oype of analyeis, however,
' one must have safficient data. Low cost means of collecting finsncial data are indi-
cdted, along w:lth more mbitiaua supplmtnl. wbrk. in zm'-chnpter. . «
. The collectiorn of detailed infomtion -on the source of health financing: mquita{‘_ .
‘. a standard set of tables for the organization of dats. A set of wodel tables which - -
serve that purpose axe’attached as Appendix A and will be referred to in later leenl'i.
of this.manual., (A list of, thes can be found on the title page of that appehdix.)’ ‘These
tables will need to be adapted to the specific organizational-characteristics and cir-
cméanees of a pertieular cou.ntry 8 hulth sectot; and to the desired scope of .the ‘study.

L.

Information on financial reaources by source should be gatheged for a number of f
years (preferably at least five) im order to identify trendsin the mcrm% of funde
_ and changes in their composition. ' Data series might also be projected into the future
depending on the availability of official statements of intent (such.as national and
2 aector. plans, previous assessments, and international loan applications) or. other
‘ reasonable bases for estimation. Some projections might be based on intent (or "meeds"),
- while others could be determined by simple extrapolation of trends. 'Projectjions, how-
ever, are not always easily or reliably made, and should be considered optional features
of the data system for most purposes.’ To do-them well will require extra efforts, the
results of which mevitably will mtry a fairly wide margin of error. '

Since the largest spurces . and institutions accoun beEm: mst of the Puhlic and ﬁixed
. sector health services' financins, one obviously would in the financing stud§ with,

\'r .
» \ » LA

7 It should be noted that such presentations are not unique.  Details on comparative

. health expenditurds can be 'seen, for-example, in: 'World Bank, Health: Sector Policy
Paper (Washington: wgrld.mzﬁ), Organizat:l.un for Economic Co-operation and
Davelopment, Public Expenditu Bedlth (Paris: OECD, 1977); World Health Organiza-
tion (footnote 1), annexes..- Sources with examples of filled in tables from the data
system of this manual are: "Financing the Bealth Sector of Guatmla“ (foo;note 3), ..

~ Zsghock, Robertson, and Daly (footnote 4). )

8 "Pinsncing the Eealth Sector of Guatdml%‘ (footnote 3). pp. 39-40. o




these and would préeeed to a eufficiently large number of swaller entities as time and.
staff assistance permit.. Nevertheless, some attentfon should be paid initially to |
these smaller entities to determine #£, eolteetively, a group of them night represent
a significant share of total financial support of the healtﬁ'sector. ' .
B. ORGANIZATIONO'EDATA o . S

. The.datd’neceaeary for a finadcing study of -the health squar can be divided into
two major classifications: data relating to income and data relating to expenditurea.
Within each of these major classificatiops the data can be organized in a seriks of
‘suheJaeeifications. These methods of ordering or arranging,the data will ‘be explored
below. , L , £ .

1. Sources of Income . . “ e . T
- ' . . - *

. ¢ . <
Health sector income can be analyzeg by: " erganizations that provide hedlth
services or collect. Igvenues; type of control of service organizations, a col—

‘or major types of revenues.
a. ' Type of organizabion in terms Bf source of funds:
This method of categorizing the data previdee one way to organize and

look at the information. The method calls for the arrangement.of the data

by the sources. of f cial support of organizations, . These organizations

are of three types{ ) non-health organizations which only collect and R

transmit funds to \the health sector, for example, the Treasury or Ministry

of Fimance, which co lects money and allpcates it to the Ministry of

. Heakth; 2) organizations which provide health gervices but do not raisg

* "% most of their own funds, e.g., the Ministry of Health and its subo:dlnptes

which are supplied funds by the Treasury or Ministry of Financé; 3) - .
organizations which provide health servéces and raise most df their funds,
e.g., the social security system. (See Appendix A: Table 1 for type 1
and Table‘ .2 for t{pes 2 and I}l).t e

b. Tyﬁe of control of servicc organization: S

2
14

A The decond and perhaps the easiest way fs to determine. the sources of
control.of health service orggnizations. Since the three types of
organizations providing health services (public, ‘mixed, and private)

~ generally have different gources and methods of financing,‘it would be
useful to arrange the data groups into these three major categories and .
discuss substantial inddvidual organizations within each category. (See
‘Appendix A&, Tables 1 and 2’ for individual organizations.) For example,
in the public health sector there would be a .discussion of the sources of
financing of the Ministry of Health; in the "mixed" seeter, a discussien
of .the sources for the social security system; and in the private sector,

‘ . a discussion of the sources of financing of privately owned hospitals.

Summaries of all or selected orgapizatioms' inceme, divided by type of
* -control, also should be covered. (See Tables 3-5 ),

/

parison of proposed; allocated, and aétually received Tevenues ‘by an orgenizacion,

Y
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el Ompatuon of ineon pmposed. nllocand. and net:ually tceaived '
N P ' The dam gnthared oq the types of organintiens describ‘ad almve should :
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.dnclude proposed (or requested), allocated, and executed budgets, for the.
eutrent year and for the recemt past, sdy, the last five or ten years. To
‘ be able to asgess the allocation pattern of general tax ues td the
- health sector it ig important to distinguish between req
funds. However, this is at times difficult since svailabie official doen- '

,ments do not always clearly show. m differencé. Moreover, it is almost . -
SR impossibIe to determine what prop@rtion of allocated funds avre actually o
e, expended. Funds may have been - ted, but.when the revenus collected .

L™

during the year fell short of expectationg, the health sector had to ac.ecpt :
& shortfall in the disbursement of funds (along with other sectors, but per-

»

\ “haps not on a proportional basis). MNhenever'possible in the financial i ‘
- analysis, executed rather than budgeted ‘data shnnld be und ((:msrinons ‘ S
_ .. of the two are prov:lded for i.n Table 12. ). B | o
. - T ' . L. ’ e o

i'ypeofrmue: < S ‘ .
* ' . "w' . ' S el . '.

 Income data of the kind. identified gboye can’be categorized by type of . - ‘;‘§~‘
revenue—the taxes, fees, charges, loahs, payments, and others which f o
the health sector. These revenues fall isto the following categories: 1)}
' general public revenuesj '2) deficit fingdeing; 3). ingurance revenues; &)
. o special tax revenues, and revmues from lottéries and betting, some oY 31.1 ‘
~ of which are allocated directly to the health sector; 5) charitable and privnta ,
contribntim, 6) direct payments by recipients; and 7) in-kind contributions
~ of goods:and services. Each of these is spalled cut below ‘and also
. summarized--together with additionsl sources of funds—in Appendix B.
' One of those other sources warranting speécial mention is transfers to
-gervice organizations from other entities, usually other agepcies or levels
. of government. Although no special table is proposed in Appendix A for . -
transfers, it 1s possible that such a tabulation might be added to some
studies for certain large organiza:iona, such as the mnistry of Bealth.

"

General public :qvmmea conn:l.st Jof" incom and prof:lt. taxea and import
‘ " and export taxes or duties. (Sales ‘and user taxes are generally dedicated
to specific types of expenditurés and, therefore, are discussed. below). -
) General tax revenues aré collected by the national, staté or ‘mmicipsl treasury,
. and a proportion of them is then allocated to-the health sector. Simce the
J/ impact of the vatious general revenye taxes is differemt, it is important ¢
'/ to identify and analyze each major component of general revenues in the
ysis that follows the collecg:lon of data. : oy

. In addition to taxes and duties in income, proiits, and foreign trade,
revenues also may be obtained thirough deficit financing. Déficit financing
consists of foreign borrowing, and domestic borrowing, also called interaal
deficit financing.. Intermal deéficit financing, ia principle, is used pri-
marily for investment in physical plant and equipment but frequently is used
also to cover a pert:l.on of operating costs. _

Foteign borrowing, the other comgonent of deficit financing, congists of
general loans, part of which the health sector received, and loans specifi-

- cally contracted for the sector. International loans are often used to .

~ finance the fotelgn exchange cost of equi;ment ant supplies for public health

5 o , | A -
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'vierv:lcah. Here again, humr. the intent. may. be brondly i.ntarpratag to :

specify|that—with o thout. the lender's agreement~~domestic program

costs y be £ part through foreign load receipts (with the foreign e
exchadge receipts of & loan instead being used in part for non-hsalth T
related burchgncs). Deficit financing usually i{s regarded as.a means to o
increase | jpublic health finaneing in proportion to other gublic expenditures, -
Foreign aid loans, however, also come with & requiremént to increase the - ‘
allocation of general re .on & so—cnllsd counterpart basis. To fuolfill -
this requirement the host ecipiant) sﬂve:nment may railiacate funds within -
the healtﬂ sector to cover a particular’ pmgrsn obligation, rather than c
increase the \leval of domestic funding to the sector. Thus, th ﬁnpnct of

defieit £ cing on the allocational patterns of general and r cate-
gories of tevenuea is extremely difficult to evalbate.  Foreign may be

-

- also coneiﬁered in ‘another category-of health sectgr ‘financing. When EdiN

‘combined with grants from fgreign countriés they fors the category of o
Mexternal assistance." Although there is no model table For external assistance
alone, that category sometimes is of suffie:l.eut spkedal. mterest to justify T,
a tabulation."j. . «\ : ‘ - , C .

A third source of health gector financing ie ptnvided by both publicly - :
and privately-operated health insurance ngms enpeqj.nlly by the govern~ -

- mentally-operated social security gystem. ' The hqél:h urance programs cover

employees of the modern commercial and msnufaeturins,sectarn and, in some "
cases, government workers. The social gecurity system covers ‘workers in either
or both of the government snd'privﬁ:é sectors. These programs differ in’ Tl
" their payment mechanisms. Health insurance usually is finadced through = &
voluntary personal contributions, although employers may also contribute to’
industrial plans, The social security syste o the other’ hand. receives
mandatory employer and employee contribut and in some countries also

' receives a contribution from the government. Exabples of health insurance
programs in developing countries are: progtams offered by private .insurance
companies; and group health insuranae programs of individual federal agenciea .
‘and of state and mmicipal gevesnments. I oo

-

ot ‘l" A fourch source of health aecton financing is npecial tax :evenues-and :

revenues from lotteries and betting. Special taxes include speécific sales

taxzes (called excise taxes), typically lévied on beer, liquor, tobacco
producta, and user fees (other than fees for service), ae well as income

from lotteries, games af chance, and betting on horse racins and other apdtts
events, They might include general sale8 gaxes, too. These revenues often )
represent significant sources of revemue for the health sector (especially

in Latin America). They, are typigally collected and administe{ed at state .
and local levels, whereas general ‘revénues (above) most often consist of taxes ¢ -
,collected and disbursed at the national level,  Frequently, net receipts from
these special sales-taxes and gambling revenues are either whnlly or in part

. designated for health, Compgehedsiug hational information about thém is oL

difficult to obtain, because of wide variations in the types and levels of ’
revenue among.different states and municipalities, and also because sgtaté

and” local governments aither fail to maintain accurate records or refuse

access tp‘the information. Nevertheless, these taxes and net revenues from
gambling, togéfher with the transfer of general revenues from the Ministry

of Health, account for most of fthe public health services’ budgets for

state_and municipal governments in some cauntriea. . .

. : &, : .
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: ®  "Charitable and private contr% bufions, ‘another source of financing; are
* ' ’ not generally a major category o eqpport for the. 6v¢rall health sector,

-~ ~ although certain’ healch sector, inetitutions: té.],y on them for most of thelir S

support (for exzample, ‘the Red &'nss, individusl. hospitals, and disaster
: . reldief orge.nizat:lons) ‘Such aid can enter the health sector *from abroad=—-no -
. small métter’ te.a poor country~--as well as from within. Charitable gontxi-~
“ . .pbutions ftequently include potentially high-yielding sources of support feor
. “certain institutions wh:lcﬁ i ould be easily overlooked in an accounting of -
.. - health sector revenues.: F¥o emmple,‘it is not uncomwon in Latin America .
~ for the buildings of many, small health posts to be constructed with charitable

: ;_. ributions “4n :Jhe expectation that public health authorities would asgume -

o - onsibility fo their operating eoats. Another example_is ;hat of<a ..
¢ - , prﬁate foundatio providing,au of thg support for one or several community
‘ - centers. prqvidins health gervices in low-income residential areas of a city.
. o . An additiongl type of private assistance is the company-run icgl program.
. ‘" Many of these contributions are made in kind or by«providing services, making -
- it difficult to attribute cash values to them. ma effort should be mde..
,};owever to avoid \mder-cbming. v ‘
T el : - ! L
y C - One of thé most important ‘areas of health sectot financing is d:lrect ;
payments by recipients, This category of financing is algo the most. =
inclusive since virtually all’ househo}ds -at some time ‘make direct payments 'g.; -

< .~ for the health servi.cea they recéive, mclud:lns care from traditional = . °- B '

osA practitioners and systems. ‘The.direct payments include those, for insurance
 coverage, nedical care,, drngs amd medicine, and personal hygieme, For a -
_ fuller treatment of ' these ps ts, see below where direct payments are
- diacussed as "household health expeﬁditures‘ " o N
. L " In-kind contributions of apd services can conaist of self-help
A efforts at the ho:ﬁziold or community level, equipment and supplies donated
. . . through inteérnati organizations or directly by manufacturers, @d“t‘ne.
o ‘ unpaid or discounted services of stidents and. trainees provided as 'part of
: their training process. Self-help efforts can supply significant portions .
* o£, the total investment costs of constructien and maintenance. olxhealth and
‘ . related facilitdes (ipgluding water supply systems), particularly in ‘rural
communities»and in low-income urban areas. Contributioms of equipment and
Suppldes can provide significant proportions of total investment and operating’
S costs. Volunteer labor may also represent a substantial proportion of the _
o " operating support .of these facilities; a netable example is labor provided
T3 _ by members of religious orders working at lower than usual gompensation. in
health facflities. Mosg of thése contributions, however, cannot be readily -
- quantified, with the possible exception of large donations of supplies or
- equipment and buildings. They constitute a uaeful source of révenue, but a .
~difficult one to quantify and analyze. _ S . -

. There is no rigid international pattern linking particular types of . /
- 2 enue (or methods of financing) to specific subsectors or health programs\
Névertheless, there aie stme tendencies which have been pointed out by
various observers. . Thege might be placed.ip a matrix in order to describe -
sources of finaneing and to facilitate theih!hu A list of major
sources of revenue and the subsector programs finam:ed vy Ahem is

- presented below, as an illustraticm for, possib};e gu de'to those
]
- * S )
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Haj‘or Smu:ees of Revenue, and t:he Suigect.yrs md
‘ ?rograma Finnneea by Thenm .
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vt

-

Source ot\} Revsnue

General Revenues and Intetnal
*Deficit ‘Financing --

~

ﬁtemal Assi‘stance (Grants
and- Loqns) .

Insurance Revenues * ‘
) ‘ 3

L3

‘Special Taxes and Revenue§ from

-Lotteries and Betting

Charitable and Private ﬂontri—

butions

Direct‘Pafiggts by Recipients

-In—kind Contributions of Gooda

and Services

-

he

* Public aggncies (dc.alllle#els) ' ' s

-

N \

Subsector_ot" Pro ogran Fi&qgced by Souxce

Public agencies (e..g.. Hinietry of Health) & ﬁ)eeial

programs (e.g., -immunization campaigns).

mental sani

tion prhjeetn. ‘Dccen:rsl.imd ,
organlzatio s (sel.ecte&) N A oo

‘,5 \\‘

Environ~

Y

Special programs (e.g., Eood supplements. spec:lfie\

diseages).

Public capical expenditures.

mentel sanitation projects’ (pa;;:ial suppor:) ~

Sacial security. -
employees.

Medical and enviromntal sanit‘ation programs of: '

16

Progrms for public and privetg

)
.
.

[N

private agencies; companies; foundationa

h:biic and decentralized nrgnnizetiqns.

Privat;e

services and mtqrials.. : N

Any organization or program (espec:lally public and

. - \ "

-

Env:l.ron-—

fom

charitabléa institutiqus and environnental sanitation

. projects).

-

o,

* "2, Expenditures

Y .
Organizacim,

Pubifcation Number 208, 1970), pp. 13—11.

»*
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One. of severgscurces that have presen:ed such a mtrix is Pan Ameriean Eeslth
ancing of the Health Sector. (wsshingt:on, D.C.:

PAHO, Scientific

. £3()

o

In addition to examining the sources of income of the healch sectm:, it is B
v also useful to examine the expenditures of the-health sector, since the financing
* (income) of services 1is closely related to their pattern of ‘use (expenditures}

¢

.

tihsj.p'ast .
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~\/ There probably are inndmerable'tw&isay relationships between sources and expen-‘
" dituxes in that the type of expenditures partially determines the sources of support
selected, While existing or potential sources might affect the volume and dis-

: ri *tribution -of expenditures. The above matrix-!"  ,. suggests some of these
. relationships. Co
B . " a. Allocation (uses) of income by” major categories of expenditures: . h

—_

. Health sector expenditure§ can be recorded for analysis using three main
- approaches.. QOne is to present total health sector expenditures, divided
. v ‘into: fa 11 public organizations amnd entities, b) all mixed organizations;
e N and c) selécted private organizationd. Within each of these categories,
expenditures can be further subdivided into:. a) expenditures by program
(e. g.,-hospitalization, doctor contacts, cholera treatment) "and b) those
by type of expense (e.g., persomnel, materials). (See Appendix 4, T
. Tables 6, 7, 8, 9, 10, and 11). The value of ' :
' summing up expenditures by program is evident. A problem in this, however, :
: . might lie in the comparability of data from severial orgapizations dealing with
. w the same medical problem or activity or other programmatic unit. ' It might be .
A »  tHat an analyst will choose to conduct a special sub-study to facildtate .
T such summgtions for programs of highest priority. Totals by type of expense
BT are' less likely to eanse difficulties, as accsunting systems often sre o -
geared to them,. .

2 . . 3 ) - - a o

‘\\

; : - The second apgroach to expenditures (actually the first one to conduct)
. ~+ 1s to obtain them for selected organizations. The ¢lassification of - e
L L SR organizations used in the tables for income applies to expenditures as well: - :
++ % (See"Tables 1 and 2, Tabulatiops by organization or by program might
" indicate spending for specific.groups of the population, such as disddvan=-
taged urban slum dwellers or persons im certain rursl areas. ﬂowever,_
readily available data will not necessarily be so specific. An andlyst who .-
,-wishes to study the¢ distribution of health. services (evidenced by expendi- .
tures) among members of .the population. probably will need to add some details -
. to the regular information system of this manual, even adding special
o tabulatiqns for particular groups.

e

<5~
L]

Another approach ta studying health sector expendifures is to compare
them to the gross domestic product of the country and teo part or all of

~ the governmental budget. (See Table 13). The best example of this third

" approach probably is a comparison over time of the Ministry of Health's N
expenditures with the gross domestic product. A different sort of compara—
S - ‘tive perspective, already suggested for income, is appropriate to expendi- -

‘ tures, too; it applies to the distinction between budgeted and executed

values. The lattey are much better for use in analyses. (See Table 1. *

>

bk Houaehold health expenditures'

A major component of health sector expenditures eonsists of direct
. - payments by individuals or households for health services, which are also .
“ ' a category of revenue sources for the sector. There ane two alternative ways
Y to break down household expenditures for analysis if there has been g house-~
‘ ' hold survey which included relevant questioms, such as ones on income. The
" firgt way is by number and proportion of housgholds that made personal health
expénditures on various types of service or any at all; such spending would

~
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3. Additional Data Needed for Ssme Apalyses . '~ = R

- g
F
(92

ot }e rnlnt:‘id to level of hmehgld\ inc_mé. It can be presented separitely. ; ;
fpr the nation as a e, for urban residents, and for yural households.
(%.‘n_bles 14, 15, and“16). -, : . L,

. o . 4 . . . !
Another way 1s to categorize the data in terms of personal heslth -
 expenditures and the proportion of household income spent on various types = |/
of service, by level of household income. These data, too, can be o
arranged for the whole nation'and for urban and rural houdehplds. (See
Tables 17, 18,\and 19). D o -)‘- |

. The expendjitures cdn be presented in both instances for specific servie

+ such as druge and.mbdicines, physicians' (professional) services, environ~
~ mental sanitation, and inSurange ‘coverage. The guggested system is flexid
as to components and adaptable to graphical presentation, especially of
trends. However, 1f cansumer (household) survey information is not svail
ard ‘private spending figures are estimated ‘from providers' data~-such as_ |
sales or busipess incope--certain -important,details will not be avikilable;-

" chief amoig these is household income. _ - .

Additional information is deseribed below whith might be used for fimsncial
analysis (when it csn be collected——it is not always easy to dbtain). None of - ‘
this information would normally be gathered specifically for s health ‘geetoxr! . - -
assessment. However, 1f depeloped by specisl studies, it cam be incoiporated very
usefully into the financia¥ analysis of the health sector. The analysis, in S
turn, might reveal other data gaps—-for exsmple, those relsating ‘to consumer .

]

B e@h@iturds-whihh will indicate the need for future special studies. - - - B R
X . i K } . I . . . . : -
a. 'Access to health care: ) - o B e

Obviously, the accessibility of health care to various greups‘i‘n the
population will determine their effective coverage'fot\gwic and will
_influence their use of them. A broad amalysis of the health sébtor might
refate access data to financial figures, such as expenditpres. ' Therefore, :
a study might be .expanded to obtain —- possibly from existing data—~—the _ - '
" following: a) location of medical care facilities and health progiders; b) :
ratios of providers to population;.c) ‘other related informetion. :

b. Price and income elasticities of éau‘?nd for heﬁl_th' ser\ices: L . .

, The responsiveness of direct pu ges pfg care to changes in copsumers'- .
incomes and in;aprices of services is of considerable importance in assessing -
equity (fairness) of the%\al\th system. The rat§p which results from

5 S

dividing the percentage change of hedlth service .price into the percentage
change of quantity of healt services demanded is called the "price elas-
ticity of demand” for such services. -A price elasticdty of demand of ome .
(or greater) indicateM that a. 'given perceatage iyee in price will

10

.P. Pinstrup-Andersen, et gl., "The Impact of Incpeasing Epod Supply on Human
Nutrition," American Journal of Agricultural Economics, Vol."58, No. 2, May 1976,
pp. 131-142. & ' A | -

{ ' A
L)
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result in an 'equal (or greater) jercentage decrease in the quantity of -
_ heslth services demanded (that is, that demand for health services is quite
responsive. to price changes, or "alastic"). A price elasticity of demand .

. .or less than one indicates that a given percentage increase in price will

“result in a lesser percentage -decrease in the qusntity of health services

demanded (that ig, that demand for health services is relatively unresponsive .

to price changes, or "inelastic"). . Gengrally, ‘the d for heslth 1n . -

" . developing countries ig’price elastic, vith a higher elsWadicity (respon~ .-

siveness) fot7preveqt§ve‘t curative neqpurna.anﬂ for lower income groups.
Such findings‘would have lications for financial policies to promote the.

care in general.m Y - .

purchase of preventive services and to encourage poor persons to use health

-

: "Income elasticity of demand" is calculated by dividing s percentfage.
chapge in income into the corresponding percéntage. change in the quantity
of health gervices demanded. -An income elasticity of ome or jreater indi-
eates that a given percentage inerease in income will result in an equal

-or greater increase in the quantity of health services demanded .so that the

demand for health services 1s relatively responsive to'hhan;es in income,
“or is "elastic"). An income elssticity of less thau ¢ne indicates that a
given pencentage increase in income will result in & lesser petigentage .
increase in the quantity of health sexrvices demanded (so that the demand
for health services is relatively unresponsive to changes in income, or 1is

A

"fnelgstic"). Generally, the demand for health services for low income groups'.

in developing countries is elastic in relation to income, . This situation
indicates that consumer demand for heklth services rises faster than income.
Thus, there is an opportunity to get peoplq to pay higher fees for health
services or to purchasemore of them as their incomes rise. The importance
of income subsidies to expanded use of services by poorer persons’ could be
‘i{ndicated by income elasticity estimates when they are available. :

Some statistics_which are readily available or might be generatéd fram
. a health sector. financing study can be used to calculate price and, income,

.-.elasticities of demand. The percentage change in the quantity of health

. gervices déemanded, derived from| consumer or provider information, is the
numerator for both price and income elasticity of demand. Houdehold expendi-
ture data, providing expenditures for health service, by income group, camn .
be used to estimate income elasticity of demand. In theory, time series .
data on nationgl health expenditures and price indiges for health services
could be used to estimate price elasticity, but in practice the technology -
and income 8istribution changes occurring over time in developing countries”
weaken this possibility. “Analysts and the policy-makers whom they advise .
must de¢ide whether the returns to additional infarmatign will justify
any extra efforts required to collect the needed data. ‘“

.

o —

ll‘A useful ‘source for additional information on the elasticities of demand for
health services in less-developed countries is: P.S. Heller, "A Model of the Demand
for Medical and Health Services in West Malaysia" (Aan Arbor, Michigan: University
of Michigan, Center for Research on Economic Development, Discussion Paper No,

62, October 1976). . o _ ——
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c. Health eervice pnicegx :;5_ ; .
- o The prices of health care, and especially ‘changes in Priee levele over

time, can be used to adjust- figures for sector income and: expenditures to
present a more realistic picutre. 'Often price indices will exist though |
‘perhaps only for large urban areas. ' Their measurénent and 4intprpretation A

. are subject to problems, E!t special tebulations of them could) be used, at
v lgget for apg;oximations. ‘ § o e
Ci souncnso?mm R | ’ o

. . i
e . : . »
: o ' -

L There are several sources for the data described above. For data dealing with
the" govetnment ministries, such as the Ministry: of Health, the national government
generally publishes consolidated budgets. These budgets may either individually 1 .

~ include the required historical tables or, when taken as an hietorical seriea of docuﬂ
. mentsy eontain the data required to form ﬁhe tebles. o .

Data on eemiautonomous public institutions and mixed 1natitution§, such as the
social security system, public lotteries, or the national cancer institutes, may be
published in regular public reports, which include financial data. Such reports
" usually are obtainable through the institutions themselves. . -The Mimistry of Healfh . °

1ibraries or repogitories may also provide an adequate source of iuformation for nany
uf these activities. :

.
!

‘ Some countries maintain standard national producticn accounts which shotld rot
be overlooked as seurces of financial data. " Since many of the data réquirements to -
establish national accounts for the health sector are the same as envisioned in this
approach, the material may be immgdiately applicable. Mutual cooperationfwith those
responsible for national accounts may be in Qrdér.. o
If published sourceg are not available for either public or mixed organizations,_
or if their validity is in doubt, the required informatfon may often be obtained
directly from the institutions and/or from international or foreign sources (ia the
case of external aid). -The United Nations system of Social "gemogrephic Statistics
may be noted. Special preparation of such data by an instiputiofi may be a fairly eoetly
and time-consuming process. Moreover, such data may not Pe accurate either in pub-
1ished or in ad hoc studies. Thus, several different estimates may be found for y
the same budget for the same year, depending on the”sources of information, aecounting
definitions used, and other aspects of the collection procedure. The degree of
accounting control and standardization of accoké;ing practices found in.well developed
countries is not likely to exist in many of the developing c3hntriee, and rough
estimating procedures must often be ‘rélief upon. \

The most difficult organizations to study will prebahly be those public and. ’
private institutions which provide health services as a secondary activity and treat
the services as worker benefits. Hinistriee of defense and education, mining concerns,
and large agricultural organizations atre examples of such emtities, which may provide
health services to thousands of individuals while protecting financial information for
security, tax, or public relations‘purposes. Sigdlarly, charities, religious groups, and

12 . One example of such a tabulation 15- "Finaneing the Realth Sectar of Guatemala“
(footnote 3), Table 7; P 66‘ :
& 3 ‘



other private organizations may not provide finapgial data to outsiders or may not
maintain adequate financial data for assessment purposes. Special efforts will be
needed to persuade their officials to release private data for study purposes.

Fees for goods and services may*be estimated from consumer expenditures or from
sales data kept by the health agency or other providers. Since each source of -
- information has obvious potential errors, it is most desirable to compare estimites

made from-Both consumer expenditures and provider incomes—--to the extent possible
within the resource limitations of the sector dssessment.. As noted above, data on
traditional services are not likely to be readily available from any source despite
their obvious interest. : . o x

\
l
Sourfes for consumer expenditure data may include: Y B t'
. 1) Health expenditure surveys, especialdy those sponsored by the Ministry of
. Health or other public health agencies, or by universities -~ Unfortunately, | -
T these are more scarce than is desired3 v o E'

-
L}

= * -
C ?) Household general expenditure surveys -~ Likely sponsors of these eurveyS** r
~.  are national statisticgl offices, the Ministry of Labor, or the eentral_* N i
. bank; surveys to measure cost of living indices may he a useful source DR DRI
‘ for these data, : l

'.3) Spec@el tax surveys. ‘ . ! ,[

* A - Iy A . ) -+ ’ 1 ]

- 4) Census data. . : |

" Provider income estimates raise sen ssuee, bnt might be less. costly to ‘l
obtain than consumer expenditure data. Some potential sources of data are: . ‘

’ L

/- . research firms -- Since pharmaceutical import and production volumes are
‘ “'regularly available as trade statistics, a rough approximation of retail
volume can be made by applying an estimeted commercial merkup in priee to
wholesale values.

1) 'Phermeeeuticel market surveys conducted by eithér industrial or market ‘ !
i
|
)

. 2) Provider income surveys conducted by eehools, by the Ministry of Education,
' * the Ministry of Labor, or the Ministry of Foreign Relations (as part of
data on brain /drain or the value of sdrvice of emigrants, “or such), or by »
‘associations of health professionals, . -l

< 4 ) . ' |
: i

3) Income tax projections of various groyps of - the pobuletinn, which' may be |
derived from actual tax reporting of income.

: 4) TIncome for health service practitdpners, which can he estimated from data
' on the income of persons of differing educational levels -- These data are
often kept by the labor and education ministries to measure the investment
value of education. ) ) :

Availeble records from ady of the above sources of -informastion may‘shew financing
data based on monetary transactions. However, in many situations health services are
provided largely through the donation of goods and services-or through payments in
kind. To avoid overlooking or underestimating such deta, it would be desirable to

- - . ) i
1Q. ;
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condudt interviews with officials of health service_institutions at both the'location a
of the éervice provided'and the central office, and to structure the dnterviewsg 0. - . . -
ascertain such non-monetary transfers., That "information may prove to be the most L. :
difficult type. to estimate, and the practicality of exerting the extra efforts neces- = . .
sary to obtain it at all will depend on the study. Al#d, difficult—~perhaps impnssibte—« -
to obtain would be income data on traditional healers, especially if they are  ~

paid in kind. - / o N A ,' : )

To acquire the relevant data needed. for an analysis of the finanging of the

health sector, it is'necessary to know the financing mechanisms of the health sector.
. For public health institutlons .(including the semiautonomous, or mixed, agencies) many
‘of these mechanisms will be descrdbed in public literature--particularly in enabling
laws and decrees. However, interviews should be used to assure- that the naminsl mech— -

RV

-

anigms are in fact being imp}emented o RS R e e L

- Y S ' ) e - Tl . . . (N

. For fees for goods and" eervices, donated services, payment in kind, and other R
" financing mechanisms field intep iews. of practitiomers and officials of the various. A D

" health institutione\may be' the hest, or only, scurce. ‘Special sources of data mé&
-exist for 1§me specific institutiens. ( ' T .

'j"Q ‘1) Credit uninns or caoperative associations may provide generic infornation 5 /‘
" on health service financing by their constituent agencies (e.g., pharmacy ‘ s
, coeperatives) . -
<. . . ' ' ] . )
o & 2) Industriel asspciatiens may provide information on model or typical wnrker < -
- . health service financing plans for their members. S

~

" 3) Insurance pitoring agenciesrdr‘ineurance corporation aSSbciations may
- provide ié?armatiqp on privat heelth insurence-g%ans.; -

I

4)'-Professionel or labor associatfpns may ﬁrovide informatian on financing of
health plans for members. .
Creditcrs may provide informati cnfigﬁé extent'and’mechenisns of non-
institutiondlized debt financing for health services. ® (For example, the
Government of the Dominican Repyblic used USAID financing to provide bank
loans for private hospital. consfruction, and thus information on debt )
. financing of hospital capital vestment in the private sector was centrally

5)

available).’ i Lh
fx - .
Information on the incidence-of Laxes on the public may be available from the.
Ministry of Finance, the tax burea financial institutions, such
as the World. Bank. Alternative ce se ors-education, welfare,
etc.—-may have generated suc cing’ studies‘ end.know—-

require some imaginative use of existing documentary sources and
analyst, A great number of ecurces and recipients of health servite financing will -

Y e




" 13

-

usually exist in a nation—some of which will not be obvious to outsiders’ or even® to

many’ public health officials ip' the country. Estimates of the magnitude of financial -

flows, and the description of the overall ("macro") effects.of the financial pattern,

“y will not be much affected by omission of the more obscure financial mechanisms. On

the other hand, the innovative planner may well find that novel mechanisms already in
use will provide valuable natural pilot studies for financial reform. Similarly, a
review of historical methods of financing health services may give both a view of

the flexibility of the financing syisem and also clues for a return to once successful
‘but' now disused .sources of finance. ' Cee T

- ‘ * -
- I}

1%

-

-

For one imaginative approach to estimating national health expenditures, bns%d *
on various types of data sources, see: "Efficiency of the Guatemalan Health Sector, "
Annex 5.10 to F.W. Schieghy et al. (eds.), Health Sector Assessment: Cuatemala

(Cuatemala City: USAID"Mission, November 1977),\ pP- 35-39, .

w §
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.. - CHAPTER IV

'EVALUATING THE DATA ON HEALTH SECTOR FINARCING

AL appraisal of the various methods used by a country at the nadtional gn&théal
" levels to finance its health pervices requires a basis for judgment, or a set of
criteria. Tn principle, the same approach should be applied to evaluate expenditures
§T the performance of the health delivery system, but they are not the objects of .

.

ttention here. While some criteria may be less controversial than others, all are ..
o some extent arbitrary and few--if any--can be scientifically verified.: For . ) -
example, almost everyone would agree that a method or source of finance should be = -
fair or equitable, but the appropriaste measure snd degree of equity are value judg-
nents on which reasonable persona may differ. , , , » T
It ‘1s not the job of :hoaa conducting the study to set national goals However,
they should attempt to identify them and to derive from them the evaluative criteria
to be used for appraisal purposes. Naturally, the standards derived will vary among
countries., Hawing specified their criteria. analysts can proceed to epply them in’ » e
order to judge the current revenue Sources' consistency with national goals. Recom~ ' A
mendations way follow, especially where inconsistency is found or where a partieular
means of finance is deficient by any set of standards.~~ :

: The criteria that appear most likely to be 1mporcant fall into four categories:
1) Equity effects of a financing source—-i.e,, is the burden of financing borne *
fairly? 2) Efficiepcy aspects off a financing method--i.e., how mich is collected

."rand at what cost? 3) Effects of a method upon the performance of health service,
delivery units—-i.e., how does the source of financing affect the operation of the ;

. ‘health sector? 4) Macroeconomic * (or aggregative) effects of financing——i.e., how y
does financing affeet the overall econémy? C o

A. IS THE BURDEN BORNE FAIRLY? : ; o L .

. The methods of financing health care vary greatly in their imp&ct upon those
providing the funds. There are at least two well-recognized concepts. of equity .
(fairness) which can be applied to o appraisal qf the effects of a method of° financing.
These concepts are horizontal and vertical equity.

.

[ LI

Horizontal equity is achieved when all persona at the same level of income
(regardless of the source of income or mamnner—-within limits——of using it) contribute
similar amounts. Thus, a source of revenmue, such as a special tax on wealth, which
bears more heavily on persoms with certain sources of income than on those with other ' *
" sources, could be considered inequitgble, other factors being equal. Also a method
whose burden is felt much more by some persons than by others of identical status -
would be inequitable; an exmple would be an excise tax on a product purchased more 0

by some groups tbaQ‘by others. =

K

-~

A subcategory of horizontal equity is equity of risk sharing. This is conce%ned
. with the financing of the costs of treatment for a catastrophic illness or other

-
“w . R
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health problem giving fise to major expense. In some financing aystems.the individual

affected pays all or

most of the cost of such a major health problem. In othex. .

~

systems, persons at risk for such statistically uhlikely'ebents use insurance to®
ghare the risk. Since people are willing to pay a premium to buy the insurance,
‘reducing the prdSaEé}itonf very large expenses appears to have value to the consumer.

.

Veiticalveqqicy'requifes that the burden be borne in aééordance‘with ability to -
pay, that is, there should be larger payments (maybe even more than proportionately
larger ones) by higher income than lower income persons. This criterion probably is

violated when finane

ing relies upon a lottery or direct pérsonal expenditures, two

common means of health financing, because those sources come disproportionately
from low-income people. Of course, an equitable method of raising revenue might be

de{;cient in one of -

the other grounds to be specified below.

-
'

This manual does not cover another aspect of equity‘which some analysts might
include in their work: the equity implicatiens of the benefits of receiving (or not
receiving) health cdre--important to.a broad evaluatioh of the sector. The omissiocn

of -1t here is based

n an aim of concentrating on sector’finance, especially on °

gources of support for the sector. Those wishing to conduct broader appraisals that- ..

incluig benefits~-and the equity of their diétribntion-—will find other guides to such
work. The comparison of the burden borne by specific population groups for financing

health services with the benefits they obtain’ would be important in terms of both.
equity and efficiency. Equity of d bution’assumes not that the cost-benefit
ratio will be uniform over all groups but that the variation among groups will be
judged "fair" according to the countries' gocial and cultural values. At the same
time, benefits in relation to costs have implications for the overall efficiency of the

health system,

€

Financing should also be successful at “"eapturing" the bemefits of health

services rendered.

For example, comparing individual fee-for-service to commmity

tax financing for immunization services, one might conclude that the fifsc often
does not capture the benefits adequately. Thus, if 50% of the population pays out-of~
pocket for immunization, the remaining 50% may benefit more by enjoying the reduced

commmity level of disease with

y"cmt‘. the discomfort of immunization reaction. A

community tax in which all pay equally for the reduced community prevalence of disease

does not share this

defect. Perhaps more important, if the financing does not

adequately capture the benefits of the activity, there is a tendency for the community
to spend less than is economically justified for the health service. The term

"sublic goods" is applied to those activities that should be publicly financed in order
to avoid inefficiently large or small expenditures that would occur through fee-for-ser-

vice mechanisms.

B. HOW MUCH IS COLLECTED AND AT WHAT COST? ‘ K

o

There are at least six different bu:_compleméntary sets of criteria for assessing
a financing method in terms of its return or inherent efficiency: 1) gross yleld of
. the method; 2) its net yield; 3) its impact on personal behavior and health; 4)

satisfaction of its

payers; 5) its political acceptability; and 6% avoidance of

- dependence on temporary sources.

@

14 See, for, example:

A. Berry and M. Urmt’, Income Distribution in Colombia (New Haven:

Yale University Press, 1976), pp. 158-174; C.E. McClure, Jr., Taxation and the Urban
Poor in Developing Countries (Washington: World Bank, Staff Working Paper No. 222,

December 1975), pp.

26-29.
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in its timing and amount of yie;é . e )

. . . . . . .
“ ‘ 5 'S

The gross yield of a msthod eneonpssses seve:pl simple but very 1uportant charac-

teristics, such as the overall capacity of thé method to yield gross revenue, the
stability of ite yield over time (with changdng conditions), its elasticity
responsivenesa to ocnncmic growth or de¢cline, and the predietabiliﬁy af the method

.

The net yield of a method ‘excludds the costs of impieuentins and®s stering
1it, such as the expenses of collecting a tax. Net yleld, therefore, is gross\yield
.minus costs of adniniscracion.' It 1ndicates. in a sense, the efficiency of raising
~.funds. : . - ,

| S
Another cost (or, depepding on its 1mpact. perhaps a benefit) of a financing

method is its effect gg.personql behavior and ultimately on health status. An
t

example of this (in potential benefit sense) is the impact of an excise tax on

. the actfviqy it is intended to discourage. Thus, the financing of health services.

through taxes on sales :ofv alcohol and tobacco.is thought bwysome to have the twofold
_ impact of providing he‘lth services and reducing the ill health resulting from '
alcoholism and smoking. Clearly, studies of the effects of alcoholism or the 11ke

upon health status gs beyond the. analysis of financins methods. . -

-

Y\ difierent type of cost method is the‘satisfaccion (or dissatisfaction) of

its payers. A common example of & method which is thought to grovide high satisfaction,

aside from any health beémefits deriving from the programs supported by . it, is &
lottery. There is no doubt of thé pertinency of the batisfaction standard to an
assessment of methods of financing. Conceptually it is distinguishable from other
criteria, such as equity and yield. Nevertheless, in practice it is very difficult
to'estimate without costly special purpose surveys——except indirectly through rough'
cproxies like political tests. votes for repreaentatives. and oecasiannl opinion
polls. .

The pratticality (or impractiéality) of estimating‘payér satinfaction,points‘;o"
a broader criterion with which to analyze a financing method., Political considerations

" cOncerning a method, such as the acceptability of a method or the resistance to it,

either from the general population or from specific groups of people, obviously s
are crucial to its. usefulness (evén to its existence); they could be considered a
cost of using § particular method. This political ‘criterion generally goes beyond
payers in itg scope, embracing all important participants in the political process,
As in the case of user satisfaction, political acceptability poses some difficulty as
an operational criterion. It is doubtful that analysts should expect to apply this
principle in a heaith sector assessment emphasizing economic cansidetstions when
appraising specific gethods of finance. However, it would be wise for the analyst -
to consult with experts sensitive to political currents for advice on the, political
acceptability of a financing measure. Certainly thosé who make the crupial decisions
on sector finance will take those considerations into account.

A sixth, and'final, criterion within the category of efficiency aspects of a
financing method (with emphasis on the costs of raising revenues) is dependence. A
financ{ng method creates a dependency if it encourages or develops a reliance by the

. ° . } B

* ' :

An estimate Qf the price elasticity of demand for the product being excised is an
importaht indicator of how high the tax must be to affect consumption of the prod
Elsstiéity also will have 1mplications for the yiald of such a tax. -

-~ (

- ' L ™
24

JU

;o
e



‘=

recipients of services on sources of funds from other parsons. It is generally con-
gidered to be pejorative, as when one nation becomes, dependent on foreign-based
multinational corporations in health-related industries due to a reliance on foreign
private investment capital. JDependence may represent the reverse of desirable goal
as in the case of the dependence of the poor on the more affluent the financing L
of their health services through the progressive income tax. The' valuation of cases
of dependency is important so that planners will avoid naively recommending something -
that cannot be sustained, such as temporary sources of financing. Situatioms of
dependency are created most frequemtly by public and decentralized organizations
_which find temporary, domestic tax sources or external assistance for their programs,
- : S 4 '
C. HOW DOES A PARTICULAR SOURCE AFFECT THE OPERATION OF THE HEALTH.SECTOR?

In addition to the equity and efficiency aspects described aboye, a particular

means of financing mdy also impact on the pattern of use of health services, on the
- mamner of providing them, and on the type of services provided. Logic and experience
. Guggest that the method of financing health serviles affects the volume and type of

services used. For example, progressive income taxes may allow a greater usey;i

publicly financed health services by low-income persons than would otherwise octur,
while self-payment (direct private expenditure) will have the opposite effect on .«
the utilization of medical care by the poor. Also, when care has been financed by .
insurance payments, it has been observed that the insuredJusQ_health'servicea at A
higher rates than uninsured people do. A particular means of financing may affect :
also the timing of health services use. Direct payments mpay result in s postponement

of preventive health services by certain’ groups, since such services are chsidergﬁ
- less urgent despite their greater long-term importance. '

4 S~ .

The method of fimdncing can. also affect the provision of health services. Anm
Y1lustration of this is the displacement effect--that is, the replacement of one
source of financing by agother rather than an augmentation of the. original source = '
by the newer source. For example, charitable contribitions may lead to diminished public .
support in.a certain area, resulting in little or no net impact. on health services, '

- &

while an-equivalent public expenditure might result -in an increase in health services.

A full view of the effects of funding on the operation of the health sector should
{nclude an examination of the differential effects of various provider compensation
. * * techniques on the types snd volume of services used. The best known illustration \
‘probably 1s the impact of capitation or salaried arrangements for the pasyment of
physicians. With physician payment in the form of salary or ‘on a capitation =
basis (a fixed fee to the physician per patient covered rather than per service
provided), the use of pr&ventive and other ambulatory health services increases
while the use of hospitalization decreases--at least in prepaid group practices.
, Another example would be prospectively-determined rates for hospita eimbursement by
third paerties. Data availability for application of these bases o;?QEprsisal is likely
to.limit studies in developing countries. . :

.. t .n“ .
D. HOW DOES FINANCING AFFECT THE OVERALL ECONOHY?

Although a full assessment of the effecﬁs'of health financing on the overall
economy is generally beyond the scope of a sector analysis, consideration of some
of those effects could be valuable and might be feasible, especinlly in a large study.

»
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One effect of comsiderable significance 18 the impact of any given level of health
service funditig on the general level of prices, “that is, on inflation. The rela-
tionship between health expenditures and revenue, as well as theé sources of that '
revenue, can affect prices. A potentiallyginflationary wethod would be the
financing of health care through government borrowing, especially from foreign funds.
Loans may help to raise nominal allocations, but real increases may lag behind as

' salaries are raised and equipment and supply costs increase, especfally if the loans
come from outside the country, When loans are used to bring about health service -
expansion in a relatively short time span, the pressure of increased demand on scgrce

- resources (particularly health services personnel) may drive up medical prices. * -

A specific source of financing may affect incentives and effort expended for na- .
tional production and economic growth. Some writers believe, for example, that -
income taxes restrict effort--especiglly that of persons in high pdsitions whaq
might be heavily taxed-~thus diminishing output Agi the growth rate. Taxes on
capital would have different effects than those on labor.- Adequate testing of the
empfrical validity of these hypotheses, however, would be beyond the scope of a health
sector analysis. = . i ’ S

" A final overall economics impact of health sector fimancing might be called
"affordability,' or the capacity of a nation to pay;fbt'health services, There
is no single concept of affordability. Rather it is a flexible idea related to
social values as well as to economic indicators. It can be connected to attempts

’ to measure the total effort at hedlth sector finance made by a nation, perhaps ‘

"~ .- in comparifon with the efforts of others, which would go beyond the analysis of.
specific sources.. This attention might be disaggregated to consider effort or -
"affordability" of: specific sources; regional or local governmental activities; and
individual families' expenditures. : T - :
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. 'msmmc AND USING m xzsm.'rs oF EVALUATIONS

After completing the evaluation of the m:intiog péttern of health finance uoins -,
the techniques described in this manual, the analyst will be prepared to make . : 0
tentative judgments on the appropriateness of the curxent pattern and to discuss
then with: policy—mkers. That pattern can be completely sccepted or rejected. 4n

' whole or in psrt, of course. If at least part of it 1s acceptable to those who

" of preventive care, show the obvious:

" from popular but regressive indirect

. 15

make financial decisions, the anaslyst may be asked to examine alt:omtivo sources

- of financing, which would be evaluated in .accérdance with the principles described ‘
‘in this manual. Finally, recommendations might be made based on the findings snd - e

judgments of the evaluation. * If any chmiges are proposed, the procedures for .
accomplishing them also night be summarized in a report to the appropriste audience, - B

_ which should include the persons who will hake the crucisl decisions on adopting

them. Health. administrators who would have to implement any’ changes, or alterna- : I
tiv‘ely donl wit:h the same funtling situdtion, aloo ﬁould be. in:e:eo:od Qn t.ho reiulto. '

_ Analytio conclusions regarding the health oector, or one of its suboectoro, 9111 -
fall into two broad classes: 1) the status of expenditures and changes recommetided in .
them; and 2) the pattern of sources of income and changes in them. In sddition, A
the results of desoriptiono and assegsments of finance might indicate tha nead for

other information’ required for Eot.ure policy decisions. . Examples of those could _ ‘,-

include more detailed breakdowns "of the uses of funds by geogtophio area.or by popu- L e

"“lation group and ghtter eotimteo of t:ho distribution of the burdm of partioulor . o
. revenue SOUrcCes. . S

-

Illustrations of possible rooomendationa on expendituroo, ouch ag bringiog

‘actual spending into closef conformit with appropriations and dmti.ng ‘additional .

resources to certain underserved gto s.in thé populatiom or to specific programs -=
tential importance of evaluations to national
policy makers—-among them, budgeting o Jcials—and to high level ddministrators.
Anglytic results concerning sources of omg for health could include the following:
arguments over reoriénting gove al fynding from one tax to another—-for example,
to direct ones; considerations in modifying
reliance on external asgistance; and comparisons fi? judging the relative importance
of private and public measures to produce revenue. , ) v

e

For an example of 8 stu ontaining conclusions with policy recomendations and
suggestiqpa of new data collec ions, see: "Financing the Health Sectot of
Guatemala”™ (footnote 3). N s N | ,
.16 ' ‘ ) L .

These results and their relatdd policy steps are found not only in the Guatemalan
report cited before but also (in summary form) in: gknid Reslth Organization,
‘Manual of Surveys of Health Financigg (fooenote 5), pp. 31-32.and Appendix 10. : ot

- 3 ) § - 2 "
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_In principle the presentation of evaluative results and recommendations will be
similar for subsectors or specific programs and entire health sector assessments.,

0f course, the range of problems and data -§er analyses and recommendations will be :
wider for a full assessment. The important point to be kept in mind in planning, v
executing, and reporting gvaluations is that health financing policies can be
positively affected by thorough descriptions and careful interpretations with .
thoughtful recommendations. Such work will be essential for closing the .gap between

the health resources needed and those available {n developing countries,

Y
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| ARPENDIX A
MODEL TABLES FOR DATA COLLECTION |
Lis: of Tables' : , R i : 3 _‘ S .," S

1 Income Received, hy Source of Income {inelnd:lns ’n'ansfere), .and Expenip ,
‘ ditures Made, by Program (or by Type of Expense), By Individual Organizat:hm '
Which Only Collects & Transmits Funds: - [mgmuedoﬂ R

. 2 Income Received. by Source of ’ Inecme (inc].uding 'rnnsfere), and S ‘3.-
S ' ' Expenditures Made, by Program (or by Type of Expense), By Individual ° o™
Organization Which Provides Health Services and Might Reine Part of
‘Its Own- Funds* [Organization] . :

-k

* 3 ‘ Summary of Income Received, by Seurce of Income, by All Pu'blic Hultb
& Service Organizatione ‘
A. § - Smmsry of Income Received. by SOurce of Income, by All Mixed Eeelth t
- Service Organizations ~ :
5 - Summary of Income Regeived, by Source of Inceme. by Selected Private
Health Service Organizations ‘ _
6 " “Summary of Expenditures Made, by Program, by All Public Health Service .-
Organizations , - S e ‘
7 . Summary of Expenditures Made, by Type of Expénse, by All Pyblic Health
Service Organizations ‘ ‘ ‘ :
8 . . Summary of Expendifures Made, by‘ Program, by All Mixed Health Service
Organizations ' ] . A ,
9. . Summary of Expenditures Made, by Type of Expense, by All Mixed Health. A

Service Organizations

10 Summary of EXxpenditures Made, hy‘Ptogram, by Selected Private Health
Service Organizations '

11 Summary of Expenditures Made, by Tﬁrpe of Expense, by Selected Private E
Health Service Organizations '

12 | Comparison of Income and Expenditures, Budgeted versus Actually Executed, :
in Selected Years For: {Organization] | L

‘Note:
For Tables 1-13, each cblumn represents & different year.
For Tables 14-19 the year selected is indicated (inserted) in the title..
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z.s.sc of Tableo: ((:ont'd) i

13 conporioon with Gross Domestic’ Product (or Gross National Produc.t) and
~ with Govermmental Budget Totals of Health Expendituras Made by tlie .
‘Minietry of Health and the Total of All Public md »uxe% Health Smioo o
Orgonmuons . :

14 'Nunher and Proportion of Households That Made Any Direct Benlth
Expenditures on Various Types of. Seniee in [Porioo] , by Level of
Honsohold Income. 'rotal Nation :

| 15 -Nmbear and Proportion of Bonseholds That Made Any Direot: ‘Health.
Expenditures on Various Types of Service m -{Pe.riod]. by Lovel of .
Household Income. Urhan Residents : ‘

16 . Number and Proportion of Households That Made Any Direct Health -
Expenditures on Various Types of Segvice in [Potiod], by Level of
/ o . Household Income: Rural Residents
17 ‘ Diroct Health Expenditures ond Proportion of Household Income Used
. for Expenditures on Various Types of Service in [Period] , by lLevel
-of Household Income: Total Natiom ° IR

18 ' Direct Health Expetidtures and Proportion of Household Incomé Used
for Expenditures on Various Typesfof Service in [Period], by Level of -
\ . Household Income: Urban Residen : »

19 Direct Health Expenditufos"and oportion of 'Eouoehold Income Used

for Expenditures on Various" s of Service in [Period], by Level of" -
Household Income: Ru:al Res 8 o :
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v ' Country

-Table }

- 1.

Income Received, by Source of Incnme (includxng Transfers),

. : and Expend;tures Made, by Program (or by Type of ExpenseLL

*

By Indlvidual Organization Whichfonly Collects & Transmits Funds:

-

[organization}

= *-lsource of Income: | T ‘ -
. . . ; “ . ’ .

¥

s | Expenditures:.

-~
¢

SOURCE (For table):




~ Country
. K ‘__ | Table 2

. Incame Received, by SGurce of Inccme (including Transfers),

. and Apenditures Made, by Prqg§am.(ar by xyge of Exggnse)
~+ By Individual Organization Which Providés Health Services

and Might Raise Part of Its Own Funﬂs.(

. [Organizationl
- T ) ; = -
$ | s $ s s

Source of Income:

B ] o
‘ '\ - -

? 1 W
- d
l'l
Expenditure:
i
- A

SOURCE (for table):

° . ) ’Q‘ﬁ’-
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Table 3

‘Snmmhry_of InComelRaceived, by Source of.Inccié,

by All Pﬁplic Health Serviee'organizations

-

Source of . ﬁ . - N
Income - $ s $ ) $
1
. ) ‘ : .
“
LY
v
1 /_
/
e i
» LY
, 1
* B ) i
TOTAL : .
Soufce:
e .
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4 : : L )
- ‘Sgggéry of Income Received, by Source of Income,

' §xjA;1 Mixed Health Service Organizations

“
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- Source of
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“Table 5

{ . R | fggggaig of Income Received by, ssgeée of Income,
) . e ] . ) - " o

.

. ] ' By Selected Private Health Service Organizations
* ) ) . ‘ . ) M ‘ .‘ -
‘. ' . - " ¥
e ~ Source .of . N ‘ . N -
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Table 6
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.. Table 7 .
. fSummary‘af Expendituées Made, by Type of Expense,
‘. by All Public Health~S.ervice.0rg§nizations )
ype of ‘Expensée -
Type ¢ 'P@ , § J.os $ %
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Summary of Expenditures Made, by ‘I‘ype of Exp@se, :
, by All. Mixed Health Service Organizations
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! . Summary of Expenditures Made, by Program, -
L by Selected Private Health Service Organizations
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by Selected Private Health Service Organizations
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Comparison of Income and Expenditures Budgeted versus Actually Executed,
- in Selected Years " |
for: .‘ . ' . [Organization]
] .
g A : 19 : 19 : ‘
R Budgeted | Received | Received/ | Budgeted Received]|Received/.
T B - | Budgeted ; Budgeted
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-Numher and’ Prqportion of Households That Made

Any Direct Health Exgenditures on- Varioug

‘Types of Service in ., [Periodl

“by Level of Household Income: Totai Nation -
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APPENDIX B |
SOURCES OF HEALTH SERVICE FINANCING

. A MAJoa‘scﬁacés

1. Gene ;al Puhlic Revenuea
. &

a. Taxea collected hy the central government, or other levela of government, -

to finance its- activitiee and programs o .

(1) income taxes - taxea assessed on the current year's earnings of an
individual (i.e., wages, salaries, dividenda, 1nteraat)

-

(25‘ profit taxes - taxee levied on the profits of huaineeaea.

’

b, Taxes levied on fooeign.commerce. _ ‘_ : B &

(1) import‘taxes - taxes ‘imposed on goods imported into the country. -,

'y -

-(2) + export taxes - taxee imposed on products exported from the country.

2. Internal Deficit Financing - borrowing money within the country. usually through
the 1ssuance of bonds, to cover a 41fference bétween expenditures and revenues,

3, External Assistance - loaas and granta, either in -woney or in goode,aad.servicea,
_nade to the recipient government or its populace by foreign. governmenta. institutiona.
Lnternational agencies, or persons.

i

;.' Insurance Revenues - payments made By amployees and employers (ueually through
_.ayroll taxes) and persona® contributions for health inaurance programs The kealth
‘ nsurance prograhs may he either public or. private.

. i

. Special Taxea, andﬁgguenuee from Lotteries and Betting: . .

a. Taxes levied on specific products or activities and/or used to finance -
specific governmental programs: : o
(1) | sales takes - taxes 1evied on consumer purchases generally dedicated
to a sptcific use (e.g., financing local governments) but also used
. on occasion for general revenues. .

< (2) property taxes - taxes on real estate (homes, buildings, land) and
personal property (furniture, clothing, jewelry). Usually dedicated

to -a specific use (e.g., fipancing education) but also used for
. general revenue.

* »
(3) excise taxes - taxes levied on the manufacture, sale, or consumption

of a commodity within the country (e.g., beer tax, alcohol tax,
tobacco tax).

r
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(4) ,user taxes - taxes inposed on_ ‘the consunption br use of an activity
(e Bes amnsement tax for theaters)‘ . P

"~

b, Revenues frum Lotteties and Bet;ing:'-

S (1) net proceeds of lotteries -- proceeds from an event or activity in ’
' ' ‘ “which prizes are.given to winners drawn by lot from all purchasers
: of chances. Proceeds from lotteries may be whully or partially -

designated for the health sector.

< :

(2)- -ganhling taxes and taxes on sporting events ~- taxes on the proceeds

"of legal gambling activities usually associated with sporting events

¢+ (e.g., gambling on horse races).

*

6. Charitable and Private Contributions — health services or monetary support :
donated by charitable organizations (e.g., Red Cross), gpundations, or peraons and
care provided by company medical programs. ‘

T ‘Direct‘Paymencs by Recipients - payments. by.recipieénts (individuals and honseholds) .
for medical services, hemlth care, medicines, etc., to providers of these services ‘
(made- from personal funds .of, or transfers to, the recipienta) o } .

8. . In-kind Conttibutions - contributions of goods and services rather than money to _
the health.sector (e.g., providing voluiteer or lower thgn cost labor or equipment

and supplies). ‘ o \ N :

‘mm SOURCES . b G gg |
1.. Investhent of Private Capital -~ the financing of a capital asset, auch ag a
hospital or a piece of equipment, through private, usually profit—seeking, sources

of financing. ‘ _ . _ - , .

2. ' Valorization Taxes ~ a form of property taxes levied on the occaaion of some
public investment which increases the value of adjacent or surrounding property.
Such taxes are often used for aquaducts or sewers but in theory could be used for
hospitals, water treatment plants, etc. : :

3. Endowment Income - capital, usﬁklly donated, .invested by an institution from
which the institution receives a fixed income by law or by contract.

4, Fines - monetary penalties assessed against someone violating a law.or regulation.’
Fines are an important source of financing for environmental sanitation services.

5. Rents - payments for the use of property or equipment. ‘

6. Subsidies - a grant given by the government to encourage an activity thought to
be of value (e.g., food stamps to subsidigze low income peoples' purchases of food). .

7. ~Tax Expenditures - a reduction in tax revenues resulting from a tax deduction
for an activity or expenditure thought to be of value. For example, charitable
contributions by an individual often result in a reduction of his taxes, and conse-
* quently reduce total tax revenues received. Thus, the charitable conmtribution is
partially financed by the government to the extent it loses tax revenues.

-
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8. Cooperative Finaﬁciﬁg - 'the'forma;ion of a cooperative (aﬁ organization awned -
by and operated for the benefit of those using its seérvices) to finance medical
services, pharmaceutical purchases, etc. ‘ T .

9. Miscellaneous User Charges -~ fees  and charges used to collect income from the
users of a service. For example, water and sewer seryices are financed by special
-mechanisms such as metering, connection. charges, f monthly charges, user specific -
rates, etc. - \ L . . L . ' ®

10. Transfers - the passing 6f resources from one part of government to apother. -
Transfers of fuuds can be between different parts of one level of government (e.g.,.
from the Treasury' to the Ministry of Health, bothk on the national level). Although
‘transfers of funds, are not the ultimate source of revenues, they can appear as sources
to the health sector or its subdivisions. )

\

11. Migration of Highly Trained Professionals - or "brain drain" may be the .-
equivalent of a capital transfer in that a country gaing (or loses) the value of

the investment in the person's training. (Similarly, cost-free usge of a patent -
license represents an equivalent income in.the form of deferred research and
development costs). ' : '

12.  Expropriation - the seizure of property of.aq individual or organization by
the government. ; : . Co
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