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PREFACE TO THE SERIES

The International Health Planning Methoda Series has been developed
by the Office of International. Health, Public Health Service on
request of the Agency for International pevelopment.

The series consists of ten basic volumes which cover a Variety of
health issues considered vital for eftective'development planning.
These ten velumes are supplemented by six additional-works in
the International Health Reference Series, which list resource and
referenci material in the same subject areas.

/-
'The International Health Planning Mrethods Series is intended to
assist health sector advisoravradministratorb and.planners in
countries where the 4gency for International Development supports
health related activities. Each manual attempts to be both a ac-
tical tool and a source book in a specialized area of concern.
.Contributors to these volumes'are recognited authoritieV"Vith many'
-yeare of experience in specialized fields. Specific methods for
collecting information and using it in the planning process are'
included in each manual.

The six supporting documents in the International Health Reference'
Series contain reports of listerature surveys and bibliographies
in selected subject areas. Thene are intended for the serious
researcher and are less appropriate foT broad field distribution.

.

The volumes in the International Health Planning Methods Series
...contain the collective effort of dozens of experienced profess-
ionals who have contributed knowledge, research end organizational
skills. Through this effort they hope to provide the AID field
officer and his host country counterpartsNth' a systeeatic
approach to health planning in developing countries.

fa.
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PREFACE

Thismanual is onm in a strict of .methodologicel.studies develeped for 'the
.. Office ofInt4inationdl'Health, U.S.,.Department of Health, 1,ducation, and Welfare,

to looter health plarilirg by host country personnel in less developeecountriea.
./t originally appearedinMay, 1978 under the title "An' Approach to the ,Stu4 of
Health-SeCtor:Finaniing in Developing Countries:, AMenual." The present revised
:end updated version-of the isinual wis completed ,in Apriii 1979.

This menial presents an action-tested.procedutelorCappraisal of health sector'
financinewhich may hie used, with'spie loca3Oadeptations, to examine health-sector.

: financial resources.: The guidandefpresented in the text of the manUelcoMbined with
the prototype data.collection and tabulatiOweriengement in Appendii Aii'are sufficiently
detailed to lead a,hoetCountry health planner orlimencial.spacialist through the
assessment process. Far' succesaful completioe,of auch'enuevelnatitti, it is aMticipated .

pat a smaior-level economist or Pubilc finance ipeCiall AAA be aVallebl4 to .

a:tidt the analYst, both in initial deeignand, final int retation of.the restate..

This manual hes beeneuthored by Robertsi.. Bober som, Dietea K. ischock aid John.
A. Daly. Rail' primarily the result of extensive field research On sector financing
questions ididatin Americe by Robertson snd Zschock..Editing of the.report into
the predent mgnual fermateigas carried out, in:pert, by Office-of International
Heslth.personnel. .

In addition to helpful Comments on this manual which were.made by profeesionale-
in MAID,' WHO, DHSW,:and the primate 'sector,'Subetential contributione were mide by
colleagued in the codMiries where'case studies wereconducted.-Orateful icknowledgmeit
is'made,t6 Rodolfo.Heiedia, Patricia.Restrepo,-Alejaniato ViV341 and elesas
Colombia; to Amiro4erei Mere of...the Dominican'Republic; to Raul Bejarand and-Alberto
Gumiel of Bolivia; and to Marielmise Hernandex de.Alveno, Mario Ovalle, .

.Guillermo:Chaves',, end Hugo Figueroa of Guateesle.

, .

Kenneth R. Fatr, Ph.D., MPH
Project Olficer
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A. REASONS FOR STUDYING HEALTH SECTOR FINANCING ,...f. - \ t

- The fundamental goal of the healfh sector is to improve the health status' view
..

nation's population. The ihtroduction of modern. health 'services in developing countries'
has resulted in progress toward this goal by reducing mortality.and, in some ceees,\
morbidity rates; but it has also increased the perceived need for further expansion
of health servipes. Unfortuketely, the used for health'serVices **coeds the limited
resources available to thea health sector, especiallY in the developing world. This
gap between the need for health services and the resoukces avellable to meet it cen be
filled by. increasing the efficiency of the utilisation of existing.health resources,
by increasing the funding df the health sector (perhaPs accompanied by a reallocation.
of health,services.resources to areas of greatest need, for example, to prima*y health
care), or by.a combination of the two. ' ,

.

Better information on health finance and a sysiema ie way to interpret it can :

be used in most natieds to meaeure their resource gaps to recomiend and implement
policies, contribute to health,planning, an4 permit more :Affective ianagenent of
programs for delivering services. While, general economic condition.* and sOacific
institutions vary considerably =gong countries striving to close the need-resourc
gap, all of them must achieve.7-to one degree or Anotherobjectives which cone heal

care finance. ,These objectives include deteriination oftbe appropriate levIl and
sources of funding foF health, containment of excessive inefease in total health
expenditure, coordination of different programs.snde.systems of service delivery,
promotion of efficiqntldelivery of care,-,and improvement in the achessibility of 'ser-
vices and thi fairness amon ind$viduaIs and groups in the population in the effective
dee-of them. '

-

Thit manual concentrates on the means of accuniulating end evaluating certain
financial data that areklikely td be particularlYhelpful to policy-sakers and °there-
in quantifying their aims and judgiog the attainment of them. The-general goal is to
assist in making practical decisions, not to condat studies for their ownoake.
Naturally, the conclialioni reached will nosHbe the same for aii gantries. The aources
of health systemNfunding are selected for apecial treatment in the manual, while
expenditure paWrns receive only secondary attention.

f,*

Measures to inckise efficiency, although of obvious importance, are vo 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 impotrtance--
measures to modify the sdurces of finance and to increase health sector'Income--it is
necessary to omit some othqr aspects of "financing," such as: a) reasons for the
employient of certain measures orineans of revenues; 1) the process of budgetary formu-
lation and control; c) general social decision-making, especially for the financing of

"e

These are commonly held objectives requiring little elaboration for health
speCialists. A good example of a document discussing them is: JA6r1d Health
ahanization, Financing of Health Services: Raport of a WHO Study Group (Genova:
WHO Technical Report SeTies 625, 1978).

4
,
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b.

health core; and d) expeüdittre .analyses,such as toet/benefit and coat/effectiveness
studies: Although expendit re analysis is eXcluded, suggestione for the deseription
of expenditures are included, because of the greO interest and convenience.in identi-,
.fying tIte sourcee and upes of funds together,

4/.
. . .A

.
.Before a country coal:Ade s measures designed to increase reVegges it is-

desirable to underOgand and as ese-the current system of finanting.the healih4ector.
A study of the fine:tang of th health sector shOuld as rtain: What resources are

now.being'Utilized to finance t e health Becton l(f.;e4 evel of funding indaources of' ,

funds); 2). how costly or inconv ietit present revenues re to collect and haw fairly

this'burden falls on the popula on;,and 3)' how financ v.arLbe organised.tO`improve

the efficiency of collection;an equity of distribution of the fins)Maarlarden, Among
other ends. Such a study may ey indirectly indicati ew sources Of revenue thot

,
might. be tappq4 to finance the h lth.sector. nose new 'sources Will nog be;revelalee;

#

directly since the stay will be tily concerned with abalyziNexisting'sources
of revenue, but a comparison ty*th i4analyst of exist sourced wit other sources of, .

revenue-(ouch as those used'in oth r.sectors of the eConomf.of in other countries) may.
reveal new-means of financing the h'ealth. Sector.

. B. THE GOAL AND ORGANIZATION OF THIS MANUAL 4,
-

The goal of this nanual is to provide_a methodology whic4 will enible an analyst

with relatively little experience in health sector economic andlysis to conduct a study

'of the finpncing of the health sector. However, for some id the .more complex projects.
xhe analyetnay require the assistance of $a consultant who ii frOm his awn country. or .

^from another. The need for ouch help-will depend on a naticies regourceo and on the':
scape,and difficulty ofthe problmitnder study.' leis possible that an outside consul-

' tent,can be especially helpful in orienting the analyst t6 the information system
indicated.hereincluding on techniques of.data colleitionand in cooperating with
him-on the evaluation that follows. In any event, a visiting specialist shauld not
be the director of the woik; that is the'reoponsihility of the countr5i or agency

requesting the study.

The methodology incorporated in%this manual has been used-as an intigral 10

analytical piece of a full-scale health sector assessment in one country. As such

it was intended tp serve both as a traaing tool-for economic analysts working in.the
sector and,as a source of valuable informationign the statda of sector financing. '

-

' The most likely users of the manual now 611 be administrative and planning
technicians of agerities in developing countries and the USAID program development
.staff who conduct studies for design and 'evaluation purposes. Although$many of them

2.0ther publications of the Offtce of International Health, USDHEW;,have dealt with
those aspects, or will be doing so in future work. For an-example, see: J.D. Chaapee,
The Economic Appraisal of Health Projects in_the Third World (RockviIle,,Md.: USDKEW,

Office of International Health, n.d.). . .

4
3 "Financlng the Health Sector of Guatemalafq, Annex 5.9 WI F.W. Schieck, et al. (eds.);

Health Sector Guptemala (Guatemala City: USAID Mission, -November 1979).



will have expertise id either heal h care or economic analysis, that requirement is not
necessary for the reader of this iuáiva1 . Other potential readers are the superiors
of those'techniciens who lap make he decisions on the uses of the studies; they
iaclude higher le4e1 planners ad istrators,,atid elected officials. Private as
well as public.s4tor represt;tati might use thi4 manual twadventage.

Despite the references lie the ual to the entire health Rector of a country,
many of Its techniques are adaptable o subsectors or even to'specific health prOgr
And they can be useful for the financ al secticins of USAID project papers asNwell.
While a conscious effort has been nadeto avoid prescribing pat answers or,solutio"
to financing questione, the manual shoeld clarify for the analyst the choices avail ble
and the criteria'to use in drawing conClusions and making recommendations..

This manual provides a logical, nontechnical approach to the gathering and
evaluation qf information on.the financing of health. In doing so, it will guid users
'answering.these key questions:

1. What ie the heelth sector? (Chapter II -- DeterMining the Componen
the Heelth Sector)

2. What date should'be gathered? Row should they be arranged? What r the

sources of'those data? (Chapter III -- Acquiritng Data ot Financ of

the Health Sector)

3. What do the data nean? (Chapter Iv Evaluating,the Date on th

Sector. Financing)
A

y

4., What conclusionslor rectima .=t one can be made from an eval tion of the
mations)data? (Chapter #.-- Presenting.and Using ehe Reeults of Ev

,Additional components ,of this document are tht following appen ces: A) modea
(or suggested) tables.for data collection; 11).a list of-possible re ue sources; and-

that no document s wholily new. tfiis manual ther is a heavy reliance
C) 'a delected bibliography ,pf health l' financing literature. e bibiography
is a reminder
on a aerie; of case studies kn Dfitin Ameriea, and the putqication resulting from, .

and even going beyond, them. The restate here; although based research originally

undertaken in Latin America, reiiresent,a framework of data col ettion aped analysis
which the authors believe canA:ie applied in.anY region or coup . Bou4ver, the
appOnCh'is more applicable to less-developet'countries, whic do not.have the etetis-

tical data bises of the:developed countries. .

4
See, espeoially, the following: D.K. Zschock, R.L. Rober son, and J.A. Daly, Health

...Sector Financing in Latin America: Conceptual Framework drtd Case Studies (Rockville,

Md.: USDHEW, Office of InternationatHeaith, December 1 6); "Financing the Health
Sector of Geatemala" (footnote 3); World Health Organtzat ion, Financing of Health
SerVices: Report of a WHO Study Group (fdetnote-1), pp, 52-53, 102-108; D.R. Zschock,
HealthStare Financing in.Develeping Countries (Washin on: American Public Health

'Association, 1979,).
.0

5
After the first editioil of 61d manual was isdued, the WHO also disuributed one aime
at-any country: World Health OrganizetiOn, Manual for Surveys of Health financing,

(Geneva: WHO, Draft, November 23, 1978).
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Althrgh the balltof the lainual,is devoted to An analysis of the sources
financing, a description'of health sector expenditures:has been included to provide a
-balanced picture. The,funding (income) of health servd.ces.is often closely related to
..the pattern of health seriice expeadittires5, 'Analysis of the two s5des of.tbe fiManCial
picture can be .eeparated ae ih doni, in effecti here throughtbis manual's aphids
on,income.



CHAPTER II

DETERMINING TOE COMPONENTS OF THE HEALTH saFroa

A. COMMIX ACCEPTED COMPONEiTS Ot TEEIMAZTE SECTOR,

The Health sector is roughly-definnd 4s those Peoile en4 imat#utiona which eeek
primarily to prevent, cure, or e.are,forillness and,injury: Commonly aicepted .elemente
of:the health sector isclude'the dietician invOlved,in the provision Of medicaLand'
paranedical Care to ambulatory and hosPitalized patienta, conmunicable dines. control,
and enviroamgapal sanitetien activities. .Tho general definition of the health sector-
is intuitively obvion. Forthe financ$ng to be described endenalyeed, hoWever
mete precise definition muot be made. Since the frontiers-of the.health sector ere
drawn differently from country.to'country, the gialyit should write an irplicit state*
sent of the.health sector components. Thie statement should be *greed: to by respoesible
officials before resources ire used,to'disCribe or analyze the patterns orfinancing.

A precise and practical delineation of the health sector is diffiCult because
many activities affect .bealth in addition to those listed above., Therefete, &lading
what to include in the health sector, Is necessiriiy arbitrary. The choice in many
instances may be determined by the fact that Anse of these borderline activities are
now being performed by health practitioners or by agencies involved in other, more
obvIous health activities; and therefore ease of accounting and-the structure of the
available data make it more practical to tncluae, rather than exclude, them from the
health dector. (For example, see finial planning below.) Obvioualy, there will be
differences of opinion on these issues.'

4, ABBAS OF UNCERTAINTY
0

1 One of the uncertain areas concerning the boundaries of 'the health sector is
, family plonning. Family planning prOgrate 5dinge from demographic studies to birth
control proerams. They can have-irlong-term impact on healtbr, and are often linked
wIth medical care. One way to handle this Classification problem is to includeln
the health sector those family planning prograns which are conducted bi-health prac-
titioners or by agencies providing health.services and to ncluie those performed by
non-health service agencies. However, the answer to the question of which programs
to include in the health sector undoubtedly will vary from country to country.

Other areaa ipacting on health whose coverage is uncertainoaclude programeto
improve nutrition, sewage disposal, and water supply. These programs are not treated
consistently in all studies of the health sector, but the general practice is to
include in the health sector those activities which are intended te bring underprivi-
lodged members of the population up to minimally adequate standardo. Thus, special

, 0
24

6
For Another viewpoint, see: World Health Organization (footnote 1), Op. 32-39.

1

"MP

5



lb,

'.,.!
. -1

- food programs-C fortification, feedingt and iddization), nutritian'rehabtlitetioa,
.:. and the previa/ Of votable weter and hnman excrement diapoeik facilities in rata

areas and'niban slums-are.frequentlY Coneidered,to lie' la the:health ;lector. Thus,
-they would be studied if poisible: e

, Certain othei activitiesaffecting health are geakally not considited to be
-pait''of;the health sector. Mese fnclude.geaeral education, programa.to provide
clothing and shelter, accident-prevention me-Moores, tad Programs designed to improve
wotking conditions.'

p.

C. ACCOUNTING PROBLEMS

its financing of health-related edudetion programx.and the education of health"
practitienersiptesent iccoanting prObleme--i.e., should-theste activities be included
in the health.tiector or in thi-education sector? This dileMma is conventiOnally
.resolved±by including the eopts of healarrelated eduCation programdead afthe training

,

of health'practitioners in the health,sedforif theY ate carried-out ey or paid for by
.tetognized health sector iostitutions4( The fotmal eduCatitn of-most health setvioe
practitioners, however, usuallris ineluded in fhi audgetsofthe-Oblie, priVate, and

. Mixed educition institutions and 1.0 thus excluded fram,the health sector. Specific
health-related progrems piavided by 1'10TP-hei4th sector institutions, such an the regu-
lar school trystM and vocational itaining,centers:generally are not counted as part:.!
of7the .health seaor, although they could logically be included there. If:such programs-
are unusually extensive and clasely coordinated with other hi'alth aector programs,.oni.

It

might Consider countins them as health activities.
.

When anelyzieithe health seater it le important to avoid double counting of
sources of support.and. of expendituree.. There are seVeral.areas where donble Counting-
may cause a problem. 016.area is the costs of buildings.. These cestepay be cdunted:
either as4investmeat costs;or in terms'of depreciationi-depending on. how the'bnildings

-are-financed and haw records are. kept, Customarily,:the investment cost is counted
as a health sector expenditure. Another area of possible double counting is the
education of healih practitioners. :Some considerlt double counting to include both
the costa of their formal education (a form:of investment) .and their subsequent salaries:
(3 return on that investment) ae health, sector costs. .For that reason formal eduCational
costa may be eXcluded from the health eector; it might be wiser, however, to provide
financial estimates with and without such values. Another example.of-a potential
far double counting is. exPenditures on pharmaceuticald. Purcheses of drugp and -mediCiai4
by hOuseholde may appest in.household expenditure totals-and also as pharmaceutical
company fevenueg; they shonld not bgth he counted. A more likely and mote serious .

possible example of double countini arises when revenues are totaled by.various levels
of an organization. For example, one might erroneousty count Ministry of Health funds
at the national lever.plus regional MOM revenqes-- part of which have originated at
the national level.

ORDERING ds HEALTH SECTOR COMPONENTS
9

.

The health sector can'he examined from many different points of view, including
by types of organization, byifunctionts or programs, apd by levels of authority.

Val

7 1. By Organization

A suggested breakdoUn of organizations is public, mixed 4or deceptralized),
'And private.:'It is followed in the data collection sYste6 a this .Manual.

_
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organizations eonsist of public health agencies, Web as the Ministry.of He40. .

and its dependenciesA some of which may be Oemiautonomoue. Mixed organizations

Are thode which receive-part of their revenue..fram public,somrcei and part fr.Pm

membesship or participatory'contributiona. They areorganizations like sociar

,pecurity heetlh care systems. The, milled organizations often function'tilder the

.sugervision of authorities.otherthan the.0111itry of Health. The final' .

category Of .organizations include! Profit and non-profit private bodies, audiras

private practitioners.and-hostipals,16undationa; charities, the Red-Crose47and

private ,health insurance Institutions.. , '4 "
. .

2. B y Function:an8 Plogram

Ailotper srai to look at,the health sector- is in terme of functions,and programs..

The' two major categories under a functional-brealfdowoukd be enree/ve bealth.-

.1messures which treat illnesses atullnjuries* they eriee) andpre4entive'health

.-;.tmeasures whichfare designed to keep kllnessed and'injuries fro* otcurring)..

Under-each, of...these:major categories finaricing ;data ,cari:be-azrenged by pajoepro.,

grams. Vor example, Piog?ams suppoiting hospitals andmoat of..the aCtiVittei of.

_their'steffs would dime under,the curative'lzeatlb category, while activities, such:

. as immunization prograMs and those nutritioeprograms,(except for nuttition

.rehabilitntion measures) ;which are,consideredLtd.he part of the healt0-sector',..

would-be categorized as preventive. AlternatTirely,.the.eilth seCtor.coula be-

divided into i number of-high pridtity.programs.; Such & divisiop w4u14 noiRaLly

include the most important curative and"preventive functions. Programs in

some cases will:be directly: related to special-diseasee,Alke malarii,:or to

identifiable problems, like industriai-Acadenti.

3. Hy Level ofzAuthority

Another way' to analyze the beaAh sector,ls bir levels of authority (that Ur,'

national,-.regional, state, and.municipal or. iocal),. The'natiaelaetiel 1.13 usually

'the mast significant level (and, therefore, the beat place to start), beCause it .

contains agencies ,and Inatitutions baying the largest.sixe And bist widespread ..,

coverage (for example, a Ministry of Health and-its subagencies).and because it'

generally has the most'compl te data batie. Examination of'regiomal or state inOV

. . mUnicipal (local) level orga izations den pro4ide 'additional insights into health

sector finanding by asrt such nnestions as: liour do they fit in with the

national organizationt? What'is their.relative.importanqe for health seitor

financing competed to the nat onal organizations? What are thwfinan9ial rela-

tionships and flows of funds tqetween the various levels? To what Oegree are.the,,

subnational level's self-finaacing? And what population groups (such as rural

residents) receive 9r Rey more of theV funds foi.health care?:

4. Relationships Among the Three Orders
-4'

The three alternaeive methods of ordering the health sector components die-

cussed above (by type bf"organization, by function and program, and by level of

authority) need not be exclusive. In fact.all three can be used tdgether.- To

illnstrate, the health sector couabe divided first by type.of organization,(for

example, public--Ministry of Health), and within each type of organization further

divided into functioas and programs.(e.g., Ministry of Health prograMs to-support.

hospitals as curative health measures), and even further divided by_levels of

authority (e.g., national, state, and local programs sponsored, by theMlnistry.

7
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of Health to stiOport hospitale, perhaps even targeted to specific grotiPs like
those ii a certakn low income area). In addition, the three taetbods of breaking
down the health sector can be used deparately to crosscheck.each other to ecipure
accuraci of data,-to avoid douSlecounting, and to ideotify duplication of
services. -
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ACQUIRIW H4TA ON- FINANCIM -WPM SECTOR

y

Since needs of t6 health sectoran the davelopfng cauntries_exceed the.

aVailable -,013 ,' analysis of the sources of financing can be of value in determining
such things as: tthe present resources are (that las, 14knl of fending and sources
bf fading); hoa co tly or inconvenient they are to collOct; haw the taxes, feei, and .

chargeb used to i ,ce the heh. sector can be more '10*day-borne by-its users; how
existing *purees-a ect the hlth systeh and the ecoi000:and pogsibly, what.additional
eources 2f revenue are.available. In oidei to condat itd*011oe of 'analysis, howe4er;

one must have sifficient data. Low cost means,of collating financial.data are indi-
cated, a4ong with more ambitious suppiemental wOrki in ZbcbaPter...

-

The collection of detailed information-on the source of health finaniint requires
a standard set of tables for the organization of data. A set of model tAbles which

serve that purpose dreattached as Appal:Ili A and will be referred to in later peg/one

of this.manual. liet of,the4 can be,found on the title page of that appehdix.)1 -These

tables will need to be adapted to the specific organisational-,characteristics and cir-
cumsiancee of a pArticular country's health sector end to the desired scope of4he'study.

Information on financial reeources by source should be gatherpd for a number of
years (preferably at least five) in order to identify trends'in the increasloof funds

and changes in their comgosition. Data series might also be projected into the-future
depending on the availability of official statements of intent (such,as national and
sector plans, previous assessments, and international loan apilications) or.othei

reasonable bases for estimation. Seme projections mdght be based on idteat (or "needs%
while others could be determined by .simple extrapolation of trendati 'ProjectAons, how-
ever, Are not always easily or reliably made, and should be censidered optional features

of the data system for most purposes.- To do-them wel 4. will require e§tra efforts, the

results of which inevitably will mirky a fairly Mide margin of error.
,

.Eince the largest sources and institutions account or mostof the-public andtixed
. .

sector health services' financing, one obviously would bein the financing studf

\

7

k

it shoulebe noted that buch presentations are not uniciue. Details on comparative

health expenditur4s can be 'seen, forexample, in: Toad Bank, Health: Sector Policy

Paper (Washington: WorldeBatag75); Orgaoization for Economic Cp-operation and
Development, Public l4endit Health <Paris: OSCD, 1977); World Health Organiza-
tion (footnote 1), annexes.- Sourcee with examples of filled in tebles from the data

system of this manual are: "Financing,the Health Sector of Guatemala" (footnote 3);
Zschock, Robertson, and Daly (footnote 4).

A

"Financing the Heath Sector of Gustaalt (iootnote 3), pp. 39-40.8



these and would proceed to a sufficiently large anther of smaller entitie.s as time and.
staff assistance permit.. Nevertheless, some axtention should be paid initially to
these gmaller entities to determine K. colteetively, a group of them night iepresent
a significant share,of total financial support of the healer sector.

B. ORPANI4ATION dV liATA

.

Thedatd)necesiary for a finadcing study of-ihe health mentor can be divided into
two nujor classifications:. data relating to income and data relating to expenditures.
Within each 4 these major,classificattopi the data can be organized in serikSs of
suh4assifications. These methods of ordering or arranging.the datewill be explored

. tbelow.

1. Seurcee of Income ,
.

` -.
.

Health sectorincome can be analyz il by: organizations thnt previde hedith
services or ,collect.roovenues; tkoe of control of serviee organizations, a cola-

- partion of proposed; allocated, and adtually reeaived.vevenues.by an organization;'
or major types of revenues.

a. Type of organization in terms of souree of funds:

This method of categorizing the data provides one way to prganize and
look at the information. The method calls for the arrangement-of the data
by the sources.of financial support of organizations'. These organizations
are of three type #t) non-health organizations Which only collect'and:
transmit funds to he health sector,.for, example, the.Treasury or Ministry
of Finance, which co lects money and allpcates it to the Ministry'of
Health; 2) Organizations' which provide health services but do not raism,
most of their own funds, e.g., the Ministry Health and its subordbiAtes
which are supplied funds by the Treasury or Ministry of Finance; 3)
organizations which provide health servFes anA raise.most Of'their funds,
e.g., the Social security system. (See Appendix A: Table 1 for tYPe
and Tabll ,2 for 2 and 3).T '.

b. Type of control of service organization;

The/Second and perhaps the easiest way II to determine the sources of
control,of health service'organizations. Since the three types of
organizations providing health services (public,'mixea, and private)
generally have different slources and methods of financing,4it would be
useful to arrange the data groups tato these three major categories and..
diicuss substantial individual organizations'within each category. (See
Appendix AN Tables 1 and 2'for individual organizations.) For examplet
in the public health sector there would be a.discussioh of the sources of
financing of the Ministry of.Health;.in the "mixed" sector, a discussion
of.the sources for the social security system; and in the private Sector,
a discussion of the soUrces of financing of privately awned hospitals.

.Summaries of all.or eelected organizations' income,'divided by type of
'control, also should be cOvered. (See Tables 3-5 ).

,

1
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c. Ortaparisonof income propoSed, allocated and actua/ly receiVed:
^ e

The data gathered on the types of organizations described above should

.include proposed (or requested)., allocaed, and exennted budgets& for the
current year and for the recent past, eal,' the last five or tea years. To

be able to assess the allocation pattern of general tax reenuia eb the

health sector it le important to distinguish between raque4tod and_allocated

funds,. However, thia la at times difficult since avallabl official dem,
agents do not alwaya clearly sho*.the differenci4 Moreover, it is almost .

Impossible to determine wbat propttion of allocated funds are actually
expended, rands may have.been al1ecated, hut."when the revenue collects&
during the year fell abort of expectatime, the health sector had to accept

A shortfall in the disfearsenent of funds (along ath other secrets, but per-
-haps not on a propbrtional basis). Itenoweepoesible in the financial
analysis, executed rather'thau budgetedlata should-be used. (Comparisons

of the two are provided for fn Table-12.).
4

ft.

Ne
.

d. Type of.revennt

Incomedata'of the kin&ldentified aboye.canPie categorised by type
revenue--the taxes, fees, charge!, lean, payments, and others which' f

the health sector. Mese reVenues fall'ihto the fallowing. categoriest 1

geaeral public revennes12) 'deficit fin$dcing; 3). inparance revenun; 4)

spetinl tax revenues, and revenues. from lotteries and betting, some or all
of which are, allocated directly tO the health iectarl 5) charitable and primate

contribution; 6) direct payments by'recipients;'and 7) in-kind contributions
of goods:and' serVices. Each of these is spelled Out below-Aid-else
summarizedtogether with additional sources of fun4s in Appendix B.
One of those other sources:Warranting special mention ie transfere.ta
service organizations;from other.entities, usually other agencies or levels

of government. Although no special table is proposed in'Apneadix A far .

transfers, it is'possible that euch a,tabulation might be added to some
studies for certain large organizations, such as the Ministity of Health.

General public revenues consist.of'income and profit taxes and import

and export taxes or duties. (Sales and user taxes ars generally dedicated

to specific types of expenditures and, therefore, are discussed below). .

General tax revenues are collected by the national, state or'municipal treasury,
and a proportion of them is than allocated-to:the health sector. Since the

impact of the vatious general revenue taxes is different, it is important

to identify and analyse each major component of general revenues in the

ysis that follows the Collection of data.

tn addition to taxes and duties in income, profits, and foreign trade:
revenues also may be obtained through deficit financing. Deficit financing

Consists of foreige borrowing, sod domeetio borrowing, also called intermal
deficit financing.. Interaal deficit financing, in principle, is used pri-,
manly for investment in physical plant and equipment, hut frequently is used
also to cover a portion of operating costs.

Foreign borrowing; the other,component of deficit financing, consists of
general loans, part. of which the health sector received, and loans specifi-
cally contracted for the sector. International loans are often used to
fiaance theforelgn exchange cost of.equipmeat ahh supplies for public health

11
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, .

:seriTic4 Hereitglin, however, the.intent may.be broadly. interprateA to
apecify\that--with,o thoUtthe lender's agreement.'--domestic program
emits may be f[nenq part thrOugh foreign loan:receipts (with the foreign
exchange keceipti of a loan Instead beingused in part for:non-health
related tirchaaes)..;. Deficit financing usuallY is regarded as:a .means to .

increesepublic health financing.in proPortion to other pUblic etpenditures.
rokeivk d loans, however; also-comecwith A recuireiOnt to increase the

:i
allocatW of general revenue:ton a sio-cellee counterpart hasie-.- To fulfill
thip keg rement the hore"rreciplent) gcrternmsnt may re4.1.1ocate funds within
the bealth.sector to'cover a particular program Obligation, raiher than
increase domestic fmnding..to the.sector. Thus, th impact of
deficit f cing'ou the allocational petterni orgeneral gad r cite-

.

goriee Of kevenues.is extremely difficult to oval:hate. Foreigr '. may be
alio considered in *another category of health sectqr jinencing. When 11

,cetbined with grants froi.fereigmcountriesthey fori the.mitegory of
J "external assistenee Although thereis no model table for external assistance

elone, that categoii sometimes is of sufficient sphcial.intereit to.juatify. '

a tabulation. .: .

.

A third source of health sector financing is provided by both pUblicly -
and priVatily-operated health ineura#ceptógrams, eepiallli by the. govern-
Mentallroperatedsocial seCurity System. The hegth inaurence programa cover
employees of the modern commercial and .manufacturifigrsectors and,In soMe
cases, government workers. The aoCial eecurity system covers workers in either
or both of-the governieent andrprivgte sectoks: These programs aiffeein.
their payment mechanisms. 'Health inimorimmt usually is finadted through 00

voluntary personal contributions, although elployere May also contribute to-
indUstrial plans. The social security spit on the other'hand, receives
Mandatory emplOyer and employee contribut and in some.countries also
receives i.coneribution from the government. 'brathples of health ineurance.
programs .in developinteountries are: pregt.ems offered by private insurance
companies;and group health insurance Programs of lidividual federal agencies

--: .

'ard of state and municipal goVernments. : .

40111
A fourth source of health sec)tor.financing is special,tax fevenuee-and

.

revenues from lotteries and betting. Special taxes includespecific sales:
taxes (callea extise taxes), typically levied on beer, liquor, an4 tobacio
products, and user fees (other than feta for servide), as,liell asift.A. income

, from lotteries, games of chance, and betting on horse racing and other spOrts.
events. They might include general saleS4taxes, too. These revenues often'
represent signifiCant sources of revenue.Tor the-health sector (especially
in Latin America). They, are typically dollected and ea:ministered at state !

and looal levels, whereits gengral'revenues (aboim) most often. Consist Of taxes+
,c011ected and disbursed at the national level. Fiequently, net receipts fl;qm
these special sales-taxes end gambling revenues are eithek wholly or in part

, designated for health.. Comptehezlaileuatiunal informatim about them is
difficult to obtain, because of.wide variatione in the typee and levels of
revenue among different atates and municlOalitieb, and also because state
and-local governments edgier fail-to maintain accurate records or refuse -

accesa trthe,information. NeVertheless:_these taxee and net revenues Tram
gambling, together With the tranefer of general revenues from the Ministry
of Health, account fOr most of fhe.public health seriiCes' budgets for
state and.municipal governmenis in some countriiis.



Charitable and,private contributions, 'another source of ftnancinri are

not ienerall, a major category or support fox the dvpiall health sector,
althoughcertain health sector,imstitutions rely da them for most of their
support (fOr example, the Red' Crabs, individual-hospitals, and disaster
relief organizations). -Such aid'can enter the health sector'from abroadno
smalf mitter'pm a poor countryas Fell as from within. Charitable contri-
butions frequ6ntly include potentially. 'high-yielding sources of support for
certain institutions which could be easily-Overlooked in an accounting of
health sector revenues.0 Yoi-example.it is not UACOMMOU in Latin America
for the buildings of many,small health posts to be conitructed, with charitakid

..contributionsdin the expectation that-public health authorities vould asegme -

reaponSibility foritheir operating c?sts. Another example.is that of(a
pritrate foundatiomiproviding.all. of thee support for one or several community

centers providing health services in low-incomayesidentiatareas of a city.
An additionql type of private assistance is Ihe companp-ruemedicel prdgram.

4
Many of these contributions are.made in kind or by%providing...serviees, making -

it difficult to attribute cash values.to them. T'he effort should be made,

Aowever, to avoid under-cOunting.

-One of the mostimportant qea0'.cif health sectok financing is direct
payments by recipients: 'This,category of financihg ia ago the most.
incfusive since virtually all'househoAds:ap some timeMakeLdireit'paymeatt
for the health services they.receiire, including card from traditiooel
praCtitionerd and systems. 'Tile-direct payments incluae thOsejor insurance

coverage, medical care,,dregs and-nedicine, and perSonaliwgiens. FOr e

' ---
fuller .treatmen,t of 'these see below Where direct payments ate

discussed as 'Iumsedicildhealth expenditurea."

InAine0 contributions Of goods(apd serVices can,consiat of aelf-Uelip
efforts et the houde4Old or commiinNy level, equipment and sUpplies donated
through international orianizations.ot directly by menufacturerst en44he

'unpaid or discounted services of sttdents.and.traintei prOvidedlea'part of

their training procees. Aelf-hel0.effOrts.can supply significant portions .

bf the.total investment costs of constructin and maintenance-oAhealth and
,

. related facilities (iepluding weter supply systems), particularly im.rural
communitiew4nd inlniincome urban areas. Contributions of equipmeot and
,supplies can provide significant proportions of total investment and operating'
copts:. Volunteer labor may also represent a substantial proportion of the
operating support.of these faciWies; a notable example is labor provided
by members of religious-orders working at.lower than uaual compensation.in

health-facilrities. Mos; of these contributions, however, cannot be readily
quantifiedi with the possible exception of large donations of:supplies or
equipment and buildings: They constitute a useful source of rtivenue, but a

-difficult one tb quantify and analyie.

. There is no rigid international pattern linking particular types of

, 9
revenue (or methods of financing) to specific subsectore or health program\
Nevertheless, there eke some tendencies which'have been pointed out by
various.observers. .Theee might be placed.i a matrix in order to describe

sources of financing and to facilitate their a is.

)

A list of major

!sources of revenue and the subsector programs financed rjaherri.is

presented below, de an illustration for, posaibIe, guaüec those'
.

. .
4

....,;t
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Studying health sector financink. Thiti'4111fOttsation is helpful ,An in tiwnist,
pat rns of financing anil in auggeating gapOo'be,crOged for vitae

,pbs tors and progtams.7

Maler Sources of Revenue, and theSu ectore.and
'Programs Finanoett by Them

t..

Source ofiReVenue-

General Revenuea and Intetnal
*peficit'Financing

aternal Assibtance (Grants
and..L.oans)' .

Insurance venues'

Subsector oi:Tpgram PilkncedlaySOUree

Public agencies (e.g., Hinistry.of Health):;-4' &dal
programs(e.g., immunization campaigne).. Environt-
mental sanicationTprNects. "Decentralized
organisations (selected). ',)

' -
,. .

So-cilia programs (e.g., food supplements, specific \J

diseiees). Public capital expenditures. Environ-
t mental-sanitation projecis (pattial support).-

.

Social.security. -Ptograms for public and private
employees. -

'Special Taxes and Revenuea from = public agencies (at all.leVels).
.Lotteries and Betting

Charitable and Private COntri-
'butions

Direct Paylewnts 14 Recipients .

In-kind Contributions of Goods
and Servicei

.146
Medical and environmental sanitation progrons-of:
private agencies; companies; fOundatiOns.

a.

pubiic and decentralized.organizations. .Private
services aild materials...

Any organization or program (especially public and
charitablb institutions and environmental sanitation

.nrojects)..

101.

* 2. Exienditures

In addition to examining'the sources of income of the health sector, it is .

also useful to examine the expenditures pf the-health aector,'since the financing
(income) of serViais is closely related to their pattern of use (exp4nditures)..

9
One of severalisources thathave presented .such a matrix is Pan American Health

Organitation, Ai-lancing of.the Health Sector (Washington, D.C.: PAHO, Scientific
PublLation Humber 208, 1970), pp. 10-11-.

14



There probably are inzenmerable't4-way relationships between sources and expen-
ditures in that the type of expenditures Par.tially determines,the sources of support 7

selected,,Uhile existing or potential sources might affect the volume and dis-

tribution-of expenditures. The shove matrix-!: suggests some of these

relationships.

a. Allocation (uses) of income by`major categories of expenditures: .

7 Health: sector expenditure-4 can be recorded for analysis using three main
approaches. One is to- present total health sector expenditures, divided
into: abLall public organizations and entities; b) all mixed organizations;
and c) aelected private organizationd. Within each of these categories,
expenditures can be further subdivided into:, a) expenditures by program
(p.g4-hospitalization, doctor contacts, cholera treatment) -end b) those
by ,type of-expense (0.g., personnel, materials). (See Appendix A,

Tables 6, 7, 8,', 9; 10, ind- 11). The value of

summing up'expenditures by program is evident; A probleein-this, however,
mightlie in the comparability of data from several organizations, dealing with.:
the same medical- problem or activity or other programmatic unit. 'It Might be .
tHat an analystwIll choose to cOnduct a'special sub-study to facilitate

such summations for programs of highest priority .Totals4ay typetif expense
.are less likely to'cande.diffieulties, as accounting eyStems often 4re

geared to them.. . -
-

41.

.1'.he second apEroach to expenditures (actuellly ihe first one tO Ondect)

is to obtain:them for selected organizations. The 61assification of
organizations used in the tables for income applies to expenditures as well;
(Sed'Tables 1 ,and 2 ). TabulatiOns by organiistion or by program might .

indicete spending for specific4roups of the population, such as disadvaw-
taged 'urban slum dwellers or Persons Ia certain rural .areas. HoweNier,_

readily availabXe data will not neoeisarily be so specific, Aniantaysi Who
wishes to study the distribution of hea10.services (evidenedd by expendi-
lures) among members of.the population.-probablyx1.11 need to add some details
to the regular information system of this manual, even adding speCial

tabUlations for_particular groups.

Anothei approach ta st6iying"health sector expenditures is to compare
them to the gross domestic product of the country and to part or all of

the'governmental budget. (See Table 13). The best 7example of this third
approaCh prohably 'is a comparison over time of the Ministry of Health's
expenditures with the gross domestic product. A different sort of compara-
'tiVe persnective, already suggested for incomd, is appropriate to expendi-'
tuiep, too; it appliea to the distinction between budgeted and executed.

values. The lattqr are much better-for use in analyses. (See Table 12).

b. Household health expenditures:

A major component of.health sector expenditures consists of direct
payments 1y individuals or hbuseholds for health services, which are also

a category of rev.enue sources for the sector. There clue two alternative ways
to break down,household expenditures for analysis if there has been a.house-
hold survey which included relevant questions, such as ones on income. The

fivt way is by number and proportion of households that pade personal health
expenditures on various types of service or any at all; such spending would

1 5
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.

Ile relatiod to level of household income. It ean.be presented separately.

'1 r the ntion'as a wia4e, for Urban residents, antfor Fural households.

44C1116$

Tables 14, 15, ale16).
.

.
.

-4

Anather,way is to categorize the data in terms of perional health

expenditures and the pzoportion of ,household income spent on various types

of service, .by level of household income. These data, too, can be

arranged for tbe whole natien'end for.urban and rural houdellelds. (See,

Tablea 17, 18j4nd 19).
,

, 4be expenditgres cin be'presented,in both instances for speCific eerVic

such as drugs andozedicines, physicianie (professional) services, euVirow-

mental sanitatian, and inaurave4coverage. The suggested system Is flaxib

es to components and adaptable to graphical presentation, especially of

trends. However, If oonsumer (household) suivey information is not ev
ant'private spend4ng figureu are estimated Itrom providerevdsza7-such as
sales or business incomeI:immix' laportantodetaile wall not be aVallabli

chief amoig these is houaChold incoue.

.1t""

t

3. Additional Data Needed for Slime Analyses

c'

Additional information is descrAed below wbh Uight bi:used'for financ
analysis When it 41411 be Collectedit is not always easy to Obtainne.rf
this idformatioe.would nerUellybe withered specifically for a health 'tiktor.
assessment. However, Wdeyeloped by spetial studiee, it cau be incOpbrated very

usefully into the financiAfanalysia of the healtikeeetor. Thi anelysid, in

turn, might reveal other data gaps--for example, those relating to consumer'
9ftn4iturda--whiCh wilkindicate the need-for fUture special studies.

IP

,a. Access to heelth care:

Obviously, the accessibility of health care to varioux grOupsin the

population will determine their effective coverage for_Rrvicecand will
influence their use of them. A broad analysis of the health altor might

relate access data to financial figures, suCh as expenditpres. Therefore,

a study might be .e*panded td obtain---_possibly from existing data-i-the

following: a) location of medical careLfacilities and health gruiders; b)

ratios of providers to popularion;,0'orher related infor6ation.

b. Price and income elasticities of assrdforhealth..seMebs:

The responsivenessof direct pu Care to changes,in coesumere

incomes and ieerices of services is f considerable importance in assessing

equity (fairness) of the health system. The rat') which results from

dividing the percentage c ange of health service,price into the percentage

change of.quantfty of health. aervi6s demanded is called the "price elas-

ticity of demand" for such services. A pries elastiaty of demand of one

(or greater) indicate that a,given pereaatage increse in price will

qr
10 .P. Finstrup-Andersen, et al., "The Impact of Increasing peed Supply an Hum=
Nutrition," American Journal of Agricultural Economics, Vol.-58, Ne..2, May 1916,

pp, 131.442. t
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resat in an equal (or greater) ilercentage decrease in the itantity ef

health services demanded (that is, thet denand fat heath servicesjsviite
responsive:to OricechangeS, Or "elastic")'.. 74 .price elaeticity of Asmand

or leas than one iudicates that* a given percentage plcrease ia'prite will

result in a lesser percentegi -decrease in ihe quantity of health serVices

demanded (that i4, that demand for'health services is relatively unresponsive .

to price changes, or ,"inelastic"). .Gentrally",the demator health in
developing countries irprice elastie, gith a highei ela city (respon-,

sieeness) for .preyeetive'then curative meaeures, and far.lower income groups.

Sual.findingstwould have ImOlications forrIinancial policiee to'promOte the .

purchase of Pre4entive.serVices and to encourage poor persons to Wee health

care in general.

"Income elasticity of demand" is.calculated by .dividing a Perceniage'4

change in income into thecoreesponding percentage;zhange in the queatity

of health :parolees demanded. An income elasticity of one orlgreater,indi-

cites that a given percentage inerease in income will result-in an equal

.or greater increase ih ihe quantity of- beelth servicee demanded.so that the

demand for health services( is relatively responsive to"changes in income,

or ie ."elastic"). An inCOMe elaSticity of less than elle ihdicates that-a.

. given pencentage-increase in income 1411 result-in leafier peigentage .

increase in the quaatity-of health.services delanded (so that Ae.demand.

for health services is relatively unresponsive to changes in'income, or ip

"inelastic"). Generally, the demand for health services for low inceme groups

- in developing countries is elastic in selatien to income._ This aituation
indicates that.ceneumer demand for health services rises-faster than income: ."

-Thus, there is an opportunity to get people to pay higher fees for health

services or to purchasemore of them,as their incomes rise. The importance

of income sebsidies,to expanded use of services by poorer persons. could be

.indicated by income elasticity estimates when they are available.

Soie statistics which are readily available Or might be generated frem

a health sector financing study can be used to calculate price andoincoee,

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

services demanded, derived frow4consumer or provider ihformation, is the

numerator for both price and in4ame elasticity of demand. Haudehold expendi-

ture data, provieng expenditurtil for health eervioe, by income group, cen

be used to estimate income elasticity of demand. In theory, time series .

data en national health expenditures and price indices for health services

could be used to estikate price elesticity, but in practice the te4hnology

and income distribution, changes eccurrine ever time in developing countriee

weaken this possibility. `Analysts and the policy--.makers Whom they advise.

must decide whether the'returns to additional informattyn will justify

any extra efforts required to collect the needed data.

11
A useful 'source for additional information en the elasticities of demand for

health services in less-developed countries is: P.S. Hellek, "A Model of the Demand

for Medical and Health Services in West Malaysia" (Ann Arbor, Michigan: University

of Michigan,.Center for Research on Economic Development, Discussion Paper No.

62, October 1976).
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. c. Health service pricep: .... ,

. time, can be used to adjust-figures for sector income and expenditures to
_ The prices of health care; and especially changes in price levels over

present a more realistic picutre. &ten price indices-will exist1 though
perhaps Only for large urban areas, Their aleasureMeni and /ifilergietatiom

.

are subject to problems, ht speaal tabulations of them coulAbe used, at

'lgetpt for appFoximations.

4

SOURCES OF DATA

vThere are several sources:for the data deseribed above. For data dealing.with
,

the-góvernment ministries, *such as the Ministry:Of Health, the national goirernment

6nerally publishes consolidated budgete. These bddgetsimay either individdally
I

include the required historical tables or., When taken as an historical: series of deed--

.
mental, eontain the 4ata required to form the tables.

Data.on setaladtonomous public institutions and nixed institutIoniti 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 reeorts

usually.are obtainable through theinstitutions themselves.:-The Ministry of Health

libraries or repoeitories may also provide.an adequate source of information for.many

of these aetivitied.
. .

Some countriea maintain standard national production accounts Which shotild net

be averlooked as sources of financial data. 'Since many of the data requirementa tO

establish national acebunts for the health sectoi' are the'same as envisioned in this

approach,' the material may be immediately apPlicable. Mntdal cooperationj with those

responsible for national accounts may be in orddr.

If published source% are not available fOr either public or mixed organizatione,.

.or if their,Validity is in doubt, the required inilormation may often be obtained

directly from the institutions and/or 'from international or foreign'sources (in the

case of external aid). The United Nations system of Social
.

:+b-1 llonographic Statistics.,

may be noted. Special preparation of such data by An insti U.. may be a fairlycpstly

awl time-consuming process. Moreover, such data pay not ,e accurate either in pa-

lished or in.ad hoc studies. Thus, several ilifferent est .,tes maY be found for :

the same budget for the same year, depending on the:sources of information, accoynting

definitions used, and other aspects of the col ection procedure. The degree of

accounting control and standardization of aceokting practices found 141.well developed

coentries is not likely to exist in many of the, eveloping Odiintries, and rough

estimating procedures must often be 'r4lief upon.

The most difficult organizations to study will probably be tflose public and

private institutions Which provide health services as a "secondary activity and treat

60.serviCes as worker benefits. Miniatries of defense and educatiaa, mining concerna,

and large agricultural organizations ate examPles of such entities, which may provide

health services to thourdands of individuals while protecting financial information for

security, tax, or public relations'purposes. ,Similarly, charities, religious greups, and

14 One example of euch a tabulation ist "Financing,the Healt4 Sector of Guatemala",

(footnote 3), Table 7; p.
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other private organizations. may not provide finegslial data to outsiders or may not
maintain adequate financial data. for assessment purposes. Special efforts will bs
needed to persuade their officials to release private data for study purposes.

Fees fiir goods and services ma be estimated from consumer expenditures or from
sales data kept by the health agency or other providers. Siace each source of
information has obvious potential errors, iSis most desirable to compare estimates
made from loth consumer expenditures and .provider incomes--to the extent possible
within the resource limitations of the sector stSsessment.. As noted above, data on
traditional service's are not likely to be'readily available from any source despite
their obvious interest. /.

Sources for consumer expenditure data may include:

1) Health expenditure surveyla, especially those Sponsored by' the Ministry of
Health or other public health agencies, or by universities -.J. Unfortunately,. 1

these are.more scarce than is deeired,

2) Household general expenditure surveys..-- Likely sponsors of these surveyst'L
-. are national statistical offices, the Ministry of Labor, or theoentral

bank; surveys to measure cost or living indices may be a useful source
for these data.

3) Special tax surveys.

4) Census data.

provider income estimates raise sen ssues, but might be less.costly to
obtain than consumer expendituFe data Same potential sources.of data are:

Ph'armazeutical,market surveys conducted by eith6r iedustrial or market
research firms -- Since pharmaceutical import and production voluMea are

-regularly available as trade statistics, a rough approximation of:retail
volume can be made by applying an estiMated commeiCial mafkup.in price to
wholesale values.

2) Provider income surveys conducted by schools, by the Ministry of Education,
the Ministry.of Labbr, or the Ministry of Foreign Relations (as part of
date on brain)arairi or the value o'f service of emigrants,'or such), or by
'associations of health professionals,

3) Income tax projections of various groups of.the population, which`usy be
derived from actual tax reporting of income.

4) Income for health service practit4ners, whiCh can be estimated from data
on the inCame of persons of differing educational levels -- These data are
often kept by the labor and education ministries to measure the investment
value of education.

Available records from ai1of the above sources of-information may.show financing
data based on monetary transact9ons. However, in many situationa health services are
provided largely through thi-d nation of goeds and servicesor through payments in
kind. To avoid overlooking or underestimating such data, it would be desirable to

ft
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conda( intervieWs with officials of +health service.institutipnwat both the.location
of the iervice proirided"and the central office, and to .Structure the interviewaAto
ascertain such non-monetary transfers.. ThatInformatioi may prove to be the most .

difficult type to estimate, and the practicality of ex's-Eking the .extra efforts neces- ,.. .

sary to obtain it at all will depend on the study. AldaTdifficult--9erhaps impossibTe-:.
to obtain woisld be income data od traditional healers, especially if they,are . .

paid in kind.

To acquire the relevant data needed. for an analysis of the.finanO.ng of.,the :'
health sector, it is necessary to know -the financing mechanisms of the health sector:

,For public health institutions (including the semiautonomous, or aixed, agencies) many
-of these mechanisms will be desCrIbed in public iiierature--particular4 in enabling
,laws and, decrees. However, imterviewe should be usda to assure.thit the'nominal mech-

,--

anima are in fact bding Ingemented: '-
i

A ; 0 1 : , .%°
. 7 `, 4 ,

, .7 .

, For fees for goods and'services,idonated services; payment-in kind, anod,other
financing meebanisaT, field inteeriews.pf 'practitioners and Officials of the various
healeth institutions may be the beste'or only, source. t)ecial sources of data na4
exist folrme specific institutioni: c

1) Credit-uninns or cooperative associations may proVide generic Automation
on health service financing by their constituent agencies (e.g., pharmacy
cooperatives).

. . .

Industrial associations may provide information on model or typical worker
health service financing plans for their members.

,

Insurance vitoring agencies4r insurance corporation asaneiations may.

toprovide i formatiqp on privet -health insuranceane. :
''.

4 Professional or labor associat ns tnay ovide infoymation on financing of
heelth plans for members.

.4

Creditors iay provide informat
institutionalized debt financin
Government of the Dominican Re
lbans for private hospital.con

. financing of hospital capital
availabie).'

l'x

Information on the incidence-of axes on the public may be available frota the.
Ministry of Finance, the tax burea tr from Internet financial institutions, such
as the World,tank.. Alternative othet 56 ce ne orseducation, welfare,
ete.--may have generated sue eta for cowarable ecior f scingst'udies- and.,know-.
ledgeablg informants in these sectors, as we_,1 as in universit

A

on t e extent'and mechenisms.of non-
for health services. (For eiemple, the

blic used USAID financing to provide bank
ruction, end thus infermation en debt
vestment in the private sector was centrally.

e ; should be consulted'.

, In essence, the description of the pattecwf financing of
requite some-Imaginatiye use of existing documentary sources and
analyst% A great number of sources and recipients of health serv

20
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usually exist iq a nation--some of which will not be obvious to outsiders-or even'to

many'public health ofelcials irr the country. Estimates.pf the magnitude of financial

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

will not be much affected by omission qf the more obscure financial mechanisms. On

the other-hand, the ina.ovative planner may well find that novel mechanisms already in

use will provide valuable natural Pilot studies for financial reform. Similarly, a

xeviewrof historical methods of financing health services may give both a view of

the flexibility of the financing sytiem and also clues for a return to once successful

but'now disused sourcis of finance.

a

13
m

Tor one imsginative approach to estimating national health expenditures, lowed
.

on various types of aata sources, see: "Efficiency of the Guatemalan Health Sector,"

Annex 5.10 to LW. SchieIr et al. (eds.), Health Sector Assessment: Guatemala

(Guatemala City: USAI Mission, November 1977),\pp. 35-39. .

21

(



CHAPTER IV

EVALUATING Tqs DATA ON HEALTH *TOR nil+. Net=

.

AA appraisal.of the various methods used' by a country at the nitional and lotal
levels to finance its health services requires a .basis for judgment, or a set of
criteria. In prinaple, the same approach should be. applied to evaluate expenditures
r the perfOrmance of the health delivery system, but they are.not the objetts Of '..

ttention here. While soste criteria may be less controVersialthaq Others, all are'
o,some extent arbitrary and few--if aay-7cen be gicientifically:verified. For
example, almost everyone would agree that a methOd'or source of.finanee should be'
fair or.equitable, but the'appropriate measure OW degree of equity'are, value judg-

.

ments'on which- reasonable persons may differ.

.Itis not the job of those cenducting the study to set national goals. Howevei,
they should attempt to identify.them and to deriVe from them the evaluative'criteria
to be used for Appraisal purposes. Naturally, the standarde derived will vary aaeng
countries. *Raving specified their criteria, analysts can'procesd to apply- them in *

order to judge the current revenue Sources' consistency with national Owls.- Reeom-
mendations mayffolloW, especially where inconsistency is found or Where a particular
means of finance is deficient by any set of standards.--

The criteria that appear most likely to be important fall into four categories:
1) Equity effects of a financing source--i.e., Is the burden of financing borne

. fairly? 2) Efficieacy aepects ofi, a finaneing nethicid--i.e., how much is collected

:-and at what cost? 3) Effects of a urthod upon the performance of health service
delivery units--i.e., hoy'does thesolirce of financing affect the operation of the
health sector? 4) Nacroeconomie(or aggregative) effects of financing--i.e., how
does financing affett the overall economy?

A. IS THE BURDEN BORNE FAIRLy?

. The. methods of financing health care vary greatly in their impact upon those .

, providing the funds. There ate at least two well-recognized concepts.cif equity
(fairness) which can'beapplied to qp appraisal qf the effeCts of a method of*financing.
These concepte are horizontal and vOrtical eql!ity.

Horizontal equity is' achieved when all persons at the same level of income
(regardlsas of the source of income or mannerwithin limitoof using it) contribute
similar amounts Thus, a source of revenee, such as a special tax on wealth, which
bears more heavily on persons with certain sources of income than on those with Other
'sources, could be considered inequitable, other factors being equal. Also, a method
whose burden is felt much more by some petsens than by others of identical'status
would be iaequitable; an exmple would be an excise tax an a product purchased more

bysome groups thap by others. '

A subcategory of horizontal .equity is.equity of risk sharing. This is concerned
with ,the financing of the costa of treatment for a catastrophic illness or other
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health problem giving rise to major expense. In same financing systems the individual

affected pays all ot most of the cost of such a msjor'health prdblem. In other. ,

systems; persons.at risk for such statistically unlikelyseVents use insurance to4

share the risk. Since people are willing to pay a,premium te) buy the insurance,

.reducing the pratability of very large expenses appears tO havevalue to the consumer.

Vertical eqmity requires that the burderi be borne in aciordance 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 financing relies upon a lottery dr direct personal,expenditures, two'

common means of health financing, because these sources come dipproportionately,

from low-income people Of courge, an equitable method.of taising revenue mdght be

dellcient in one of.the other grounds to be specified below.

This manual does not cbver another aspect of equity which some analysts might

include in their work:. the equity.implications of the benefits of receiving (or not

receiving) health careimportant to.a broad evalUatioh of the-aector. The omission

of.it hete is based )on an aim of concentrating on sector'finance, especially on

eources of support for the sector. Those 61shing to conduct 'brOader appraisals that- .,

incluft benefitsand the equity of their diptributton,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 importint in terms of both_

equity and efficiency. Equity of dtetm4bution4assumes not that the coat-benefit

ratio will be uniform over all grough., bat that the variation among gronps will be

judged "fair" atcording to the countries' Pocial and cultural values. At the same

time, benefits in telation to costs have implications for the overall efficiency of the

health system.

Financing elhould also be successful at "capturing" the benefits of health

services rendered. For example, comparing iadiVidual fee-for-service to community

tax financing for immunizapion services, one might conclude that the first 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

.
community level of disease witdout thediscomfort of immunization reaction. A

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

does apt share this defect. Perhaps more important, if the financing does not .7

adequately capture the benefits of the activity, there is a tendency for the community

to spend less than is economdtally justified for the health service. The term

"public goods" is applied tO those activities that should be publiclyfinanced in order

Le to avold'inefficiently large.or small expenditures that would occur through fee-for-ser-

vice mechanisms.

B. HOW MUCH IS COLLECTED AND AT WHAT COST?

There are at least six Afferent but_complementary sets of criteria for aspessing

a financing method in terms of its retUrn or inherent efficiency: 1) gross yield 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 61 avoidance of

.dependence on temporary sources.

14
See, for,example: A. Berry and M. UrrutAlk 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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. .

The gross yielA of a method encompasses savant' simple tut very important charac-
teristics, such as the oyerall capacity of the method to yield gross revenue, the
stability of its yield oVer time:(with chineng.conditione), its elasticity pr
resPonsivenese fo economic growth or decline, and the predictability of the'Imethod
in its timing aOd amLunt of yielip. J . I

.

The net yield of a method:excludde the' costs of implementing and* stering
it, 'such as the expeises.of Collecting a tax. Net:yield, therefore, is grees yield.
mieus Costs of administration. It indicates, in a sense, the efficiency of.raistat
.funds.

- ,

Another eost (er, depending on its impact, perhaps' a benefit) of a financing
methad is its effect gokpersonel behavior, and ultimately on health ,status. An
example of-this (in tRe-potential benefit sense) is the imiact of an excise tax oe
the actiVity it is intended to disconrage. Thusuthe financing.of health services,
through taxes on sales4obalcohol and tobacco.is thoight b*some to heVe the twofold
impact of providing heilth services. and reducing'the ill heelth resulting from
alcoholism and smeking. Clearly, studies of the effects 'of alcoholism or the like
upon'health sterns gt beyond the.analyais of financing methods.* .

A differeet type of cost method is the'satisfaction (or dissatisfaction).Of
its payers. A comae example of,a method which is thought to Provide high satisfaction,
aside from any health benefits deriviog from the programs.stipported by,it, is la
lottery. There is no doubt of:ibit pertinency of the,batisfaction standard to an
assessment of methods of financing. Conceptually it 'is distinauishable from other
criteria, such as equity and yield. Nevettheless, in practice it is very difficult
to'estimate without costly special purpose surveysexcept indirectly through rough*
:proxies like political tests, votes for representatives, and occasional opinion
polls.

The praCticality (or impracticality) of estimatinipayer satisfaction.points'to
a broader criterion with which to analyze a finantidg method. Political considerations
concerning a method, such as the aeceptability of a method or the rapistance to it,
either from the general population or from specifid groups of people, obviously
are crucial to its,usefulneis (evdn to its existence); they. could be considered'a
cost of using A particular method. This political'Criterion generally goes beyond-
payers in ite scope, embracing-all important participants in the political process.
As in the case of user satisfaction, political acceptability poses,eoMe difficulty as
an oimrational criterion. It is doubtful that analysts should expect te apply this
principle/le a health sector assessment emphasizing economic considerations when
appraising specific Nethods ef finance. However, it would be wise for the analyet
to consult with experts sensitive to pdlitical currents for advice on the;political
acceptati/ity of a financing measure. Certainli those whe make the crucial decisions
on sector finanieeill take those considerations into account.

.

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

An estimate qf the price elasticity ef.demand for the product being excised is an
importaht iedicator of how high the tax meet be to affect consumption of the prod
ElastiUty also will have implications for the yield of such a tax.
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recipients.of services on sources of funds from other persons. It is generally con-

'sidere4 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. ependence may represent the reverse of e.desirable goal

as in the case of the dependence of the poor on the more affluent fvf the queueing

of their health services through the progressive incOme tax& TIOvaluation of cases

of dependency is important SO that planners will avoid naively recommending something

that cannot be eustained, such as temporary sources of financing. Situations of

dependency are created most frequently by Oublic and decentralized organizations

which find temporary,doMestic tax sourcee or external assistance for their programs.

,

C. HOW DOES A PARTICULAR SOURCE AFFECT THE OPERATION-OF THE IMALT.p.SECTOR7-

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

means of financing may also impact on the pattern of use of health services, on the

manner of providing them, and on the type of services provided. Logic and experien6e-

auggest that the method of financing health serviges affects the .volume and

in

t e of'

services Used. For example,..progreisive come taxes may alio* a greater use I

publicly financed health services by low-income persons than would otherwise oc ur,

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 oliserved that the insured,use. health 'services at

higher rates than uninsured people do. A, particular means rof finaCcing may affeCt 4

also the timihg of health services use. Direct payments pay result in a postponement

of preventive health services by certain: groups., since such services are considered

less ,urgent despite their greater 166g-term importance.

The method of financing can.alao affect the provision of 'health.servires. An

Illustration of this is the displacement effect--that is, the replacement of one

soUrce of financing by another rather than an augmentation of the.original. source

by the neWer source. For e*emple, charitable cofitriblitionn pay lead to diminished public .

support in.a certain area, resulting in little or no net impact on health services,

while an.equivarent public exlienditure might resultl.n,an increase in health serviCes.

A full view of the effects of funding on the operation ef the health sector should

include an examination of the differential effects of various provider compensatidn

techniques on the types and volume of services used. The best known illustration

probably is the impact.of capitation or salaried arrangements for the payment of

physicians. With physician paymenx in phe 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 praVentive and other aMbulatoty health services increases

while the use of hospitalization decreases--at.least in prepaid group practices.

. Another example-would ,be prospectively-determined ratesfor hospita eimbursement by

third parties. Data availability for application of these bases of a praisal is'likely

to.limit Studies in developing countries.' ;

D. HOW DOES FINANCING AFFECT THE OVERALL ECONOgY?

Although a full assessment of the effects'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, especihlly in a large study.



One effect of cObsiderable significance là the-impact of any given level of health
service funding on the general level of prices,-that is., on inflation. The rela- .

tionship between,health expenditures and.revenue, as well as the sources of that
revenue, can affect pricee. A potentialluinflationary method- would be the
financing of health care through government borroWing, especially-from foreign funds.
.Loans may help to'raise nominal allocations, but rehl increases may Iasbehind.as
salaries are raised and equipment and supply costs increase, especlelly 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 scorce
resources (particularly' health services personnel) may drive up medical pricee.:-.*

A specifiC source of fifiancing may affect incentives and effort expended for na-
tional production end economic growth. Same mriters believe; for example,, that
income taxes restrict effort---especially that ofpersons in high.pdsitiOna Vhck
might be heavily taxed7-thus diminishing output 4hd the growth rate. Taxee on
capital would-have different effects than those .on labor., Adequate testing of the
emptrical validity of these hypotheses,- however, Would be beyond the scope-of a health
sector analysis.

A final overall economicbimpact of health sector financing might be called
"affordability," or the capacity of a nation to pailtor health services. There

is no single concept of affordability. Rather it is a,flexible idea related to
hodial values as well as to economie indicators. It can be Connected to attempts
to m-easure the total effort at health sector finance made by a nation, perhaps
in compariiion with the efforts of others, which would go beyond the analysis of-
specific sources.. This attention might bedisaggregated to considpr effort or
"affordability" of: specific sources; regional or local governmental activities; and
individual families' expenditures.



.011AFTER,

PRESENTING AND USING THE HESULTS OF EVALUATIONS

if

After completing the evaluation of the existing pettein of health finance Using
the tichniquee deacribed in this manual,-the analyst will be preparet to make:
tentative judgments on the appropriateness of the curxent.pattern and to discuss

.themWithlolicy-makers. That pattern can be completely accepted or.rejected in
NACU or in pert, of course. If at least part of it,is acceptable to thoee who
.maki-financialAeoisions, the analyst may be asked to 'examine alternative souicee
of financing,. Which_would be evaluated inAccdttance with the principles described
in thigmanual. Firally, recoimendationi might be made based on the findings and
judgments of the evaluation. %if any chadges are proposed, the.procedures for
accomplishing them also siight'be summarize& in a-report to the appropriate audienee,
which should include the persons Who will take the Crucial deciaions on adopting

them. Healtii.adminiatratota who Wbuld-have to IMpleMent any'changes, or ilterna-
tiVely deal with the same funding.situottion also would be:interested in the reaults.

)

.

Analytic conclusions regarding the health sector, or one of its subsectors, will

fall into two broad clapsee: 1) the status of expenditure's and changee recommOded in
them; and 2).tho pattern Of sources of income and chamges'inthem. In addition*

.the resulta.of deperiptions and asseeiments of finance might indicate theneed for
other information required for future policy decisions. .ExaMples of thpae could
include more detailed breakdowns 6ftheuses.ol funds bY:geogrephic* ereaor
"lation group andafitter estimates of the-distribution of the burden of particular

.relienue sources."

-Illustrations of possible recommendations on expenditures, such se .bringing
'actual spending into closet conformit with appropriations and devoting additional
.resourcee to certain underserved gro..s..in the population or to specific programs
of preventive care, show the obvious ..tential importance of evaluations to national -

policy makers--among them, budgeting o cials--and to high level administrators.
Analytic results concerning sources of °me for'health could include the following:

arguments over reorienting gave It'. -4% al f :Wing from one tax to another--for example,

from poiular bit regressive indirect = -= to direct ones; considerations in modifying

4 reliance on external assistance; and comparisons for judging'the relative importance
of private and public measures to produce rexenue.4

alc qr....

'e For an 5xample of a stu odtaining conclusions with policy recoiendations and
suggestigns of neW data co ions, see: "Financing the Health Sector of

Guatemala (footnote 3). , , .

.16
These results and their relatcd policy steps are found not only in the Guatemalan

, .

report eited before but also (in summary form) in: Forld Health Organization,
'Manual of Surveys of Health Financing (footnote 5), pp. 3I-32.and Appendix 10.
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-

.Ln 'principle the vesenthtion of evaluative results and recommendatione will besimilar for subsectors or specific programa:. and entire health sector assessments.Of course, the range of problems and data4Vr analyses and recommendations wili bewider for a foll assessment. The important point to be kept id mind in planning,
executing, and reporting evaluations is that health financing policies can he.positively affected by thorough descriptions and careful interpretations withthoughtful redommendations. Such wvitk will be essential for 'closing the.gap betweenthe health resources nieeded and those available in developing countries:

4
vs
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A. MAJOR SOURCiS

APPENDIX B

SOURCES OF HEALTH SERVICE FINANCING

1.* Geaeral Public Revenues

a. Taxes collected by the central government, or other leVels of government
to finance its-activities and programi:

(1) AncoMe taxes - taxes assessed on the current year's earnings of an% .

in4i414ual (i.e., wages, salieried, dividends, interest).
, . 4

.
.

.
(2) profit taxes -..taxes levied.on the profits ef businepaes.

b. Taxes levied n fomeigm commerce:

(1) import'taxes.- taxes imposed an goods imported inio the,country.

(2) . export taxea taxes imposed oil products exported from-the country.

2, Internal Deficit Financing - borrowing.money within'the, country, usually through
the issuance of bonds; to coVer a dgference between expenditures and revenues.

H
3. External Aasistance - loafLe and grantp, either in money or in goods and aervices,

:malMe to the recipient government or its populace by-foreign. governments, instituttons,
International agencies, or persons.

Insurance Revenues - payments made by employees and employers (usually tfirough
.,ayroll taxes) and persona' coitributionajor health insurance- programs. The health
nsurance progriiis may be either public orOrivate.

7

'Special Taxes, andlevenues from Lotteria and Betting:
.Aror

a. 'Taxes leviedrofi specific productsor act&ities and/or used to finance
specific gevernmental programs:

OP
(1) sales x es - taxes levied on consumer purchaies generally dedicated

to a a cific use (e.g., financing local governments) but also used
.on occasion far 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., fi,ancing educiltion) 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):
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. , .

(4) .user taxeir-taxes imposed onthe donsumption or use cif an activity
(e.g., atisisement tax for theaters). 0

. Revenues from Lotteries and Retting:

(1) net proceeds of lotteries -- proceede frot an event or activity in
'.which prizes are,given to-winners drawn by lot from all Perdhasfirs
of ;fiancee. Proceeds frowletteries may be wholly.or partially
designated for the health sector.

(2)- .gaMbling taxes and taxes on sporting eirents -- taxes on the proceeds_
of legal gaabling activities useally associated. with sporting evente
(e.g., gaMbling on herse races).

6. Charitable and Private Contributions - health services in monetary.support :
donated by charitable organizations (e.g.. Red Cross), gpundations, or persoes and,
care provided by company medical ptograms.

7. °Direct-Payments-by Recipients - payments.by.recipidnts (individuals and'households)
fin medical services, health cate, medicines, etc., to eroviders.of these services
(made-from personal funds.of, or ttansfers to, the recipiente).

8. , In-kind Contributions - cOntributions of goods and services rather than mangy to
ihe healthisector-(e.g., providing volunteer or lower then cost labor or equipment
an4 supplies); T

B.. IlliTHER SOURCES

1., Investbent of Private Capital -.the financing of a capital aseet, such aea
hospital or a pieie of equipment, through private, usually Profit-seeking, sources
of financing.

. .

2. Valorization Taxes - a form of prciperty taxes levied on the occasion of some
public investment which inereasee the value of adjacent or surrounding property.
Such taxes are often used for aquaddcts or !ewers but in theory could be used for
hospitals, water treatment plants, etc.

3. Endowment Income - capital, usually donatedinvested by an institution from
which the institution receives a fixed income by law or bf contract.

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

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 subsidiie low income peoples' purchases of food):

7. Tax Expenditures - a reduction in tax revenues resulting from a tax deduction
for an activity or expenditurethought to be of valee. 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 contribution is.
partially financed by the government to the extent it loses tax revehuesii.

51

57



8. Cooperative Financing - the formation of a cooperative (an organization awned
by and operated for the benefit of those using its services) to finance mgdical
services, pharmaceutical purchases etc.

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

10. Transfers - the passing of resources from one part of goevernment to another.
Transfers of funds can be betWeen different parts of one level of government
from the Treasury to the Ministry of Health, both- on the national level). Although .
'transfers of funds,are not thp ultimate source of revenues, they can appear as sources
to the health sector or its subdivisions.

11. Misration of moll Trained Professionals - or "brain-drain" may be the
equivalent of a capital transfer in that a 6nilltry gains (or loses) the value of
the investment in the person's training. (Similarly, cost-free ude of,a patent*-
license represents an equivalent income in,the form of deferred research and
development costs).

12. Expropriation - the seizure of property of an individual or organization by
the government.

*1,
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