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Economic Strategles in Support of Health for All

FINANCING HEALTH DEVELOPMENT

Optrions, Experiences and Experiments

Foreword

This publicarion brings topether a number of papers contributed by authors 1n different
reglons on health financing, some of which were speclally commissioned for the Technical
Niscussions at the World Health Assembly in May 1987 and others edited and adapted from ether
sources,

Fl

The publication falls into four parts, The first part deals with the consequences of
the economic crisis. The first paper by J. Antonio Palacios deseribes the impact of the
economic crieis in Central America and the contribution curvently bheing made by different
sources of finance and their potential for further development, with special emphasic on the
programme for prlority health needs presented to international financial ceooperation
agencies. ‘The second paper by Safa Elbaz Khallaf describes the impact of the ecomomic crisis
on Egypt and the Government's response in financing the health services,

The second part summarizes four financial mastet plans for health for all. The plans
are briefly described, the method of preparing them i1s outlined and the main changes in the
distribution of finance are indicated. The four plans are those for Costs Rica, the
Netherlands, Sweden and Zimbabwe.

The third part {llustrates different ways of financing health for all. A paper by
Germano Mwabu discusges options for paying for health services inm Africa with special
cmphagis on the potentisl role of user charges, The next paper by Concepcion Alfiler
describes the important role and potential of nongoverumental organizations in the health
sector of the Philippinea, Then follows a contribution jointly writtenm by two authora from
Thailand and one from the United States, which describes and aznalyses the new voluntary
health insurance scheme operating in rural Thailand using prepaid health cards. Rizalil Noor
then describes the new compulsory health ingsurance scheme being piloted in Indonesia.

The fourth and final part of the publication describes cost ceontainment policies In
certain developing countries. Katen Davis sets out the experlcnce of the United States and
the coensequences for effectiveness and equity, A second paper by Brian Abel-Smith describes
the experience of the twelve countries, which now comprise the European Fconomic Community,
in responding to the deterierasted economic situarion of the early 1980s.

The publi{cation 1llustrates a variety of financing approaches befing taken or proposed in
different parts of the world, There is clearly no one easy answer to the problems of
financing health for all or of contalning health care costs. Health financing is evelving In
a varlety of different ways. Many innovative approaches and experiments are being tried out
in different countries, While optious being applied in some countries may not be politicully
necepted in othets, there 1s clearly a major need for further research and an exchange of
experience, Pollcy-makers, policy-analysts and researchers ¢learly need to work closely
together to evolve the particular mix of options which is administratively feasible,
palitically acceptable and culturally suitable for each partiecular country in its search for
the most appropriate means of financing Health-for-All,
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PART I - FACING ECONOMIC CONSTRAINTS
Chapter 1
HEALTH FINANCING IN CENTRAL AMERICA
by
J. Antonio Palacios™
INTRODUCTION

Health planning activities have, generally, been carried out in 2 highly
compartmentalized wanner, Health variables have been seen in purely technical terms without
consideration of the main factors which affect nativnal economies, This blas has resulted iIn

a lack of polirtical support as indicated by legislation on the allocatlion of funds, the
inelusion of health comsiderations in the overall planning process, or in negotiations for

{nternational technical and financial cooperatiom.

The magnitude of major health problems is such that financial support from the Cabinet
and the Treasury is essential, Health activitles also meed to have adequate support at the
international level, go that the activities of the international cooperation agencies and the
national administrative structure both help to promote the integration of health in & sound
development policy and to secure the financial resources nesded to support a consistent
health plan,

The absence of & financial framework for health planning has resulted in a tremendous
amount of wasted effort at both national and faternational levels. Studies, progremmes and
projects remain no more than academic exercises, while the unsarisfied needs of the
population go on bullding up. The pressures and reactions leading to instabiliry and
violence become ever more acute,

This paper examines the strengths and weaknesses of resource mobilization in the
countries of Central America. Notwithstanding their political differences, the five
countries of Central Americs have attempted to tackle the problem of theilr priority needs
with the firm support of the Pan American Health Organization (PAHO) and WHO, This planning
reform constitutes an Iinteresting example which is beginming to attract particular attention
in the inrernational community. 1Its success or fallure will depend on the extent to which
there is a coherent revisilon of national policies as well as on the extent of international
finanmeial cooperation with the secial sectors. The upheavals of Central America are one of
the consequences of extreme poverty and of its effects on health and education.

The impact of economic and gocial imbalance on health

Rackwardness in health is the cumulative result of a leng period im which there have
been limited opportunities for education, work, income, and the use of natural resources.
Foverty is in turn closely hound up with finadequacies and failings iu the fields of health
and education.

Once the causes of backwardness in health are properly understood, it is logical to
recognize that the fundamental prerequisite for health development is action to redress these
causes and overcome the obstacles which have prevented balanced developament, Econowic growth
must be accompanied by improvements in soclal, legal and administrative conditions,
especially those with the most impact on health,

A coherent set of pollelies are needed to assign resources to health in accordance with
tts priority. Rather thau resources being allocated sporadically or oaly in particulay
cirecumstances, a clearly defined and hopefully Increasing share of the natiocn's resources
need to he devoted to health to achieve certaim c¢learly defined goals by deliberate,
integrated and harmomious planning.

* Consultant Economist, Pan—American Health Organization and Ex-Mialster of Planning,
Guatemala,
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The health status of the population cannot be regarded solely as the responsibility of
the eentral governments, Health should be part and parcel of a country's political,
economic, social, legal and administrative system, and especially of 1its financlal system.
It needs also to recelve catalyric and promotional support from international sources.

Health planning should start from a general appraisal of the level of peoverty, which 1s

the fundamental factor underlying malnettitiom, lack of housing, drinking-—water and drainage,
as well as lack of access to drugs and health services and educarion.

The health planning activities of the countries of Central America have resulted im the
identification of seven priority health areas, which have been submitted to the International
community with the support of PAHO and WHO. They form part of their national health policies
and are based on studies of their socioeconomic situation and irs {mpact om health., In thie
connection, the review of the structure of income distribution and levels of per capita
itncome in the five countries of Central America carried out by the Economic Commigsion for
Latin America (ECLA) has been particularly valuable.

The figures in Table 1 show that in around the year 1980, the national income wag
distributed as follows:

(1) The poorest 20% of the population received only between 2% and 5% of the national
income.

(23 The 30% of the population immediately below the average level of income received
between 10% and 17% of the national income.

(3) The 30% of the population fimmedlately above the average level of income received
22% and 30%,

(4) The wealthiest 20% of the population received 49-66% of the country's lncome,

The socioceconomie structure is reflected in the varying degrees of poverty, which im
turn result ip large-acale health and nutrition deficiencies, lack of housing, educatioen,
water supply and drainage, poor envirommental cemditions, low life expectancy and limited
access to drugs, hospitals and health services., It Is these poverty levels that detefmine
the overall health situvarion which is charvacterized by high birth rates, heavy premature
mortality, a high incidence of infectious diseases, a lack of immunizationm, and other
indicators of poor health.

In order to combat the effects of a process that has generated poverty and violence for
several centuries by sustaining systems which consistently favour certain sectfons of the
population while neglecting or ignoring others, 1t will be necessary to attain a high degree
of matfonal reaponsibility and to adopt a more humane approach. It must be recognized that
many lives are lost because participation is denied. When some sectors gain but others do
not share in the benefits of development, the physical and mental health and the morale of
the neglected gectors suffer. As a result the stability and unity of the nacion deterlorates
in the process.

Considerable persuasion and leadership on the part of governments Is needed to reform
and readtust the country's political, military and financlal institutions to place the people
in better conditions for national development and do so without violence or resentment. It
15 not only necessary to have machinery in proper working order for productioen but also,
ahove all else, to impreve the quality and skills of the workforce, Economle success 1la not
only dapendent on productive capacity or the use of the labour force but also on the
consiztency of the population as workers, consumers and investors,

Relative importance of health expenditure in terms of national ecomomic activity

In order to determine the share of the varfous imputs to the health sector, it is
necessary to compare these totals with a macroeconomic variable which covers all branches of
the country's ecomomic activity, There ate two grand totals which directly or indireetly
cover all economic activities - the "global supply of geods and services” and the "global
demand for goods and services”, These two totals ate identl¢al since they measure, on the
one hand, everything that was bought by purchasers, and on the other hand, a2ll that was
supplied to all the various markets. The resources which are made available teo the economy
in the production process also serve to purchase the goods that are produced and imported.
The value of globkal supply is therefore identical to the value of global demand.
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Table 1
CENTRAL AMERICA: STRUCTURE OF INCOME DISTRIBUTION AND PER CAPITA
INCOME LEVELS, BY COUNTRY, <. 1980*
{U3 dollars at 1970 wvalue)
Costa Rica El Salvador Guatemala Honduras Nigaragua
Tncome group
4 Average % Average X Average % Average A Average
income income income income income
Very poor 207 4,0 176.6 2.0 46,5 5.3 111,0 4.3 80.7 3,0 61.9
30% below
average 17,0 500.8 10.0 151.1 14,5 202.7 12.7 140,0 13,0 178.2
30% above
average 30.0 883.8 22,0 341.2 26,1 364.3 23.7 254.6 26,0 350.2
Most wealthy
20% 49,0 1 165,2  66.0 1 535.5 54,1 1 133.6  39.3 796,3 58.0 1 199.8

Spurce: ECLA, baged on official statisties from the countries,
* Annual Report of the Director, PAHO, 1984.

In order to measure the relative share of the different components in the national
economy, global demand or global supply can be divided inte centiles, Each component can be
represented as a percentage of the grand total.

In Table 2 are shown the percentage share of certain variables in the national economy;
14 economiec variables have been selected and include the most important macroeconomic totals
together with four health variables (ministry of health budget, national health expenditure,
national expenditure on drugs and socilal security expenditure).

Tn the case of Guatemala, whose economic activity in 1984 amounted to
56 10 B49.6 million, the figures show the following shares for health: the Ministry of
Health budget was equivalent to 1.29% of the national ecomomy; soclal security expenditure,
0,74%; natiomal health expenditure in all sectors (private and public), 3.19%; and
expenditure on drugs, 0.14%.

In Costa Rica, whose economic activity in 1984 amcunted to US$ 4666.6 million, the
indicators of the share of the health sector were as follows: Ministry of Health budger,
0.46%; expenditure by the Costa Rican Social Security Fund, 2.33%; national health
expenditure, 6.33%; and national expenditure on drugs, 0.337%,

It would of course be possible to use any macroeconomic totals representative of the
gross national product or national income instead of glebal supply and demand, In this part
of the paper we have preferred to use the concepts of global supply and demand, since they
alse include the agricultural export sector, which has a declsive influence eon the strueture
of income distribution in the five countvies of the sub-reglon. As a rule, these comparisons
are made in terms of the Gross Domestic Produet (GDP) or the Gross National Product, (GNP)
depending on which of these concepts is used in national accounting systems,

The percentage of the government budget devoted to health varies from one country to
another, as will be seen from the following figures which ave taken from the annual report of
the Director of PAHO for 1984; Guatemala, 13.5%; El Salvador, 8.7%; Honduras, 13.0%; and
Costa Rica, 28%. Data were not available for Nicaragua,
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Tabhle 2
PERCENTAGE SHARE OF CERTAIN VARTABLES, INCLUDING HEALTH,
IN THE NATIONAL ECONOMY
{Base: Global demand = 100.00)
GUATEMALA EL SALVADOR HONDURAS NTCARAGUA COSTA RICA
GLOBAL DEMAND 100,00 100.00 100,00 100.00 100,00
National consumption 78,89 73.80 65,21 73.94 55,13
National investment 9.50 10,01 14.55 13,70 19.53
Exports 11.61 16,19 20.23 12,36 25.33
SUTPLY 100.00 100,00 100.00 100,00 100.00
G.D.P. 86,53 79.49 57.87 75.66 73.30
Imports 13.37 20,51 24.13 21.34 26.70
OTHER ECONOMIC VARTABLES
Private income 79.51 6%, 14 59,48 n,a. n.a.
Government Income 8.88 14,68 20.29 n,a, n.a,
Foreign exchange
carnings 11.83 20,02 21.31 n.a. 35,49
Forelgn exchange
outgoings 1.61 20,67 21.91 n.a 33.87
Net tnflow of external 1.46 n.a, 4.65 8,32 1,33
capital
F1SCAL VARIABLES
Current revenue 7.07 12,85 12.31 37,19 10.29
Tax ravenue 4.59 14,01 10,48 23,75 11,02
HEALTH VARTABLES
National health expenditure 3,19 3.06 3,56 ., 4, 6.33
Ministry of health hudget 1,29 1.43 1,01 3.27 0.46
Social security expenditure 0,74 .49 fn.a, 0.72 2,35
Private health expenditure 1.186 1,14 Mg, n.a 3.45
National expenditure on
drugs 0.14 0.25 0.42 0,77 0.53
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Relative international levels of health expenditure

The level of health expenditure would appear to be an important factor in determining
the level of effort devoted to health. The fact that countries devote between 2% and 6% of
thelr GDP to health expenditure indicates their relative health care efforc but falls short
of what is needed to redress the dire problems of countries where a large part af the
population suffers from mass poverty and severe health deficiencies. The figure appears even
smaller if it is compared with the per capita expenditure in countries where the population
iz more or less healthy and has health services, housing, sewage systems, atc, Under present
conditions, the countries of Central America will not be able to attain & per caplta
expenditure appreaching even 20% of average annual per capita expenditure in the
industrialized countries within the next fifty years.

In Table 3 are shown comparisons of per capita health expenditure in the industrialized
countries and the countries of Central America. Tt will be seen that per capita expenditure
in Guatemala, El Salvador, Honduras and Nicaragua does not even amount to 3% of per caplta
health expenditure in the United States, and is less than 67 of the average figure for 23
OECD! countries, The figure is even lowsr in Guatemala, where per caplta health expenditure
is omly 1.63% of per capita expenditure in the United States and 3.20% of the average per
caplita expenditure in the 23 OECD industrialized countries.

The mest seriously affected groups are the indigenous peasants and the rural population,
who have no access to work or education and have drifted towards the capital cities, gettling
in fringe areas of extreme poverty, in conditions that are detrimental to health as a result
of poor mutrition, lack of housing and lack of access to the economic and social
infrastructure,

Table 3

COMPARISON BETWEEN PER CAPITA HEALTH EXPENDITURE IN THE INDUSTRIALIZED COUNTRIES
AND THE COUNTRIES OF CENTRAL AMERICA

Us$ 1982 Comparative position

Base: expenditure by USA

*
Tndustrialized countries

TUSA 1.388,0 100.0
France 931.0 67,07
Canada 989.0 71,25
Sweden 1.168,0 84,15
Switzerland 1.138.0 83.43
Average of 23 OECD countrias 706,0 50,886
Countries of Central America**
Guatemala 22,7 1.63
El Salvador 36.1 2,60
Honduras 5.4 2,55
Nicaragua 39.5 2,84
Costa Rica 295.7 21.30

* Data on industrialized countries: OECD, Measuring Health Care 1960-1983;
Costs and Performance, Paris, 1983,

*% uoeced on information at PAHO, estimates from the Mission of the
Netherlands in Central America, and information published in the document "Priority
Health Needs in Central America and Panama”.
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The sources of funding for health

It has been stressed from the outset that the finaneing of natienal health expenditure
should be shared between private production and consunption on the one hand, and the public
sector on the other (including both central government and such public institutions as social
gsecurity), supplemented by iInternational financial gooperatiom,

Seven major securces of financing for natlonal health expenditure can therefore be
identified:

1. the personal incomes of the different strata of the population;

2, taxation and the ministry of health share of the government budget;

3, internal borrowing;

4, internaticonal financial cooperation;

3. nongovernmental organizations;

6, cooperative organizations for activities directly or indirectly related to health;
7. private ingurance companias,

In any analysis of seetoral finaneing, it must be remembered that it is expenditure by
consumers and investars, together with export earnings, that make up the notmal flow of
resources which stimulate the preduction of goods and services, The manner in which these
productive activities remunerate both labour and capital determines the purchasing power
among different groups of the population, the revenues of companies and the share going to
the government. The degree of equity with which the national Income is distributed
determines patterns of poverty or wealth and the capacity of the different income groups of
the population for consumption.

Tf revenue accrues to both the private and public sectors, the logical outcome is that
each of these sectors has purchasing power commensurate with its rescurces, with which teo
acquire goods and services, The continued circulation of these resources will continue to
benefit these sectors and to generate further Income, If a sector transfers 1lts resources
abroad, other sectors will feel the lack of these resources, as happens with the flight of
capital and disinvestment, On the other hand, international financial cooperation can
stimulate economic and social activity, depending on the scale of resources required annually
for loan repayment and the payment of interest; however, when this gserviecing 15 for
long-term loans {30 or 40 years) it does not produce any great distortion in the recyecling of
the national income. But it {s important to remember that any break In international
financial cooperation has the same negative effects as the flight of capital and that it is
therefore necessary to negotlate to maintain a continual supply of ipternational regources,

Health activities, like any other natifonal activity, can be viewed from two angles - as
the supply of goods and gservices and as the demand and acquisition of these goods and
services, Demand is manifested both through private consumption by the population and the
consumption by public scetor institutions of suech goods as drugs, equipment, buildings, ete.,
and the use of such services as manpower, electricity, water, transport, etc.

The expanditure of the people, the government and companies becomes a source of finaance
for the production of goods and services, which are further transformed into wages, Interest,
dividends, amortization of capltal, ot imports, taxes, undlstributed company profits and
transfers or contributions to other sectors.

The definition of concepts relating to the origin and purpose of funds In the national
economy helps to show that the rescurces which contribute to the financing of health are not
independent from the general movement of resources which fuel the ecyelical process of
axpenditure and income.
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Personal income

In the developing countries, especially in the smallest and poorest, there are huge
differences between wages for labour and the benefits obtained by employers and the
gself-employed. Perhaps the most extreme expression of this disparity is to be found In the
differences between the incomes of the urban and rural populations, especially when there are
differences of race or education, ot social privileges based on financial and administrative
positions. When most of the populatien has insufficient income to sstisfy its basic needs,
the majority will obviously lack the normal financial means or "purchasing power” to obtain
the goods and services that ensure an acceptable and decent health status. TInability to
satisfy needs for food, clothing, housing, drinking-water, electricity, transport, drugs,
medical care and other goods and services relating to health, adds wp to 2 low overall
natienal health status and jeopardizes the survival of a cousiderable part of the pepulation.

As this cumulative process of deprivation and deficiency expands, it cannot be covered
by the income generated each year and the level of funds vequired to meet health needs
increases. Thus, the burden of health care responsibillity for governments is aleso enhanced,
and the situation is further apggravated when the government does not receive sufficient
revenue from taxation to meet the needs of the population.

Real income from wages is very sensitive to inflation and to poliecies of currency
devaluatien, The varicus devaluations carried ourt by the countries of Central America have
in effect abruptly reduced the purchasing power of wages by half or a third., Where wages are
unduly low, ways must be found to overcome the legal and political obstacles to the
negotiation of falr wages. An arbitration machinery will be needed to persuade employers to
make the necessary corrective adjustments. Monetary and currency sdjugtments have generally
been carried out becuugse of international pressure and it is therefore necessary to obtain
international support in reviewlng the drastic effects these adjustments have had on the
earnings of the labour force in order to revise these policies, The serious drawback of
monetary and currency adjustments has been the abruptness with which they have been imposed,
which has produced considerable disruption, as well as minimizing the share of the burden
that should be placed upon the wealthier sectors of the population.

The most important resource for the financing of health should Be the purchasiag power
of the population, by virtue of irs size and the potential for collective participation,
Thus, policles need to be harmonized to achieve a firm base of self-financing from perscunal
income complemented by the health services offered by the government and by social security.

Ministry of health budgets

Budget allocations by ministries of health play a very important role #5 a source of
finance for health care, particularly in view of the limired personal resources of workers
and the middle class and the restricted coverage of social security systems, The origin of
the funds allocated to ministries of health closely reflects the origins of the funds that
make up the government's overall budget. These sources are: {a) revenue from taxation;
(b) current non-taxation revemne; (c) capital inflows; (d) intevnal debt;

{e) international financlal cooperation; (f) urilizarion of outstanding fiscal balances;
and {g) national and internaticnal donatioms for soclal purposes,

The gize of health budgets as a proportion of the overall government budget varies from
country to country, depending on its socloeconomic pelicy and, more particularly, on the
relative level of tax revenue and the importance of the social security sector. In the poor
developing countries, the level of taxation, as a percentage of the GDP, is generally low,
and depends on the country's political and socisceconomic organization, In the countries of
Central America, the level of taxes in 1984 was Nicaragua = 30%; Costa Rica - 15.03%;
Honduras - 13,82%; ¥l Salvador — 12.15%; and Guatemala - 5,30%.

Unfertunately there is no information on the distribution of taxation at different
ingome levels, but the sectors with the most economie power are those with access to the
negotiating table whenever there are tax reforms, As a result the buxden of taxarion falls
essentially on the middle classes and on the population with low incomes. On a number of
gecasions, governments have brought about a decline in the level of taxation as a result of
economic and financial adjustment measures for the following reasons; (a) pressure from the
gsectors with most uegotiating power to obtain tax privileges for the promotion of exports and
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investment; (b) depreciation of the purchasing power of taxation as a vesult of Inflatlon;
{¢) deterioration of tax levels in response to direct or indirect currency devaluatlion; and
{d) high rates of tax evasion when one tax system is replaced by another, The case of
Guatemala 1llustrates the fall in tax revenue, Before the economic crisig raxation was equal
to 9% of the GDP, but by 1984 ir had fallen to 5.30% = the lowest level in Latin America.

The rates of 12-15% of the CDP in El Salvador, Honduras and Costa Rica fall within the limits
of what is needed to meet the demand for government services withoutr discouraging
productivity,

In gsome countries there iz ¢onsiderable tax evasion, which may amount to as much a8
50%. This means that the efficient administration of taxation would almost double the
present levels of tax revenue. The need for am honestly administered fiscal policy supported
by fair legislation without privileges is essential to ensure the efficient collection of
taxes and to obtain greater resources for the social sectors,

In order to understand the necessity of modernizing fiscal policy, indicaters concerning
the tax burden, per capita fiscal revenue, government expenditure per capita, ministry of
health expenditure per capita, and similar indicators for the income and expenditure of the
social security institutions must be examined. This will facilitate comparison between
different countries, Comparison of these rates between the develaping and the developed
countries will help to show the tremendous qualitative differences between the two and to
generate support for the establishment of progressive health goals In financial terms.

When policies of stabilizarion are introduced, care must be taken to avold dangerous
sacrifices in the budgers of the social sectors, including health and education, which are
the sectors generally affected by budget cuts. A ¢oherent health financing policy requires 2
consistently graduated tate of taxation which remains in step both with the growth of the
popularion and with the monetary growth of the econemy, Possibly taxpayers should be offered
incentives to support the causes of health and education by special allowances for these
purposes.

The financial activities of the social security

Social security benefits are or should be an important supplement to remuneration for
labour. In most of the developing countries, however, social security is limited in s5cope as
a result of the low rates of contribution, and In some cases because governments do not in
practice pay their share, so that encrmous debts have aceunulated and drained the gystem.

The proportfon of the population covered is usually relatively low, and programmes are often
incomplete.

The developed countries have now definitively accepted the social responsibility of
their social security systems, which account for a significant share of national health
financing and constitute an unquestionable right of access to health and gocial security, and
nave proved to be an important factor in the welfare of the population and of vital
importance for socfal stability, In the developing countries on the other hand, the
introduction and sustained operation of social security systems have suffered considerable
setbacks at the hands of political phileosophies which de not yet accept soclal security as
part of the capitalist system, The progress of social security has therefore been slow, with
maior setbacks and with inadequate financial support, so that the proportion of the
population covered has remalned low and there are large geographical areas of the country
without any coverage at sll. Moreover, the level of contributions outstanding in varlous
countriea indicates that there s very little concern to comply with the relevant legal and
administrative regulations.

As a rule, the budgets of the social security systems in Central America are based on
contributions from workers, employers and governments. The latter, however, lag comsiderably
in their payments and in some cases have ceased to pay altogether, so that the system no
longetr has a spund financial basis and there is usually z strong sctuarial deficit vig=-d-visg
the future risks of the population.

tiiven the low level of purchasing power of the people and thelr inabllity to pay for
their own health needs, social security programmes should set out to offget the weakness and
vulnerability of labourers and employees as consumers, The finaneial structure of social
security systems should therefore be overhauvled, especilally where there are wide digparities
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in income and whete wages do not progress at the same rate asg other components of production
costs, There are many products in Central Ameri¢a whose wage component is not mere than 5~7%
of their sale value, while the profit margin is 607% or more.

Technical cooperation from the soclal security systems of the OECD countries could be of
great value in helping developing countries, such as those of Central America, to overhaul
and modernize their social security systems in the light of the valuable develeopmental and
financial esperience of the developed countries. It must, however, be understood that
neither social security nor ministries of health can make up for the self-financipg of health
expenditure which would result from adequate Incomes.

Tnternational cooperation with billateral and multilateral agencles

The topie of internatiomal financial cooperation immedistely leads to congideration of
the question of external debt, In all its political and financial complexities, including
countries' ability to absorb their debt through their export earnings and their political
qualification to receive assistance.

Sharp increases in both interest and exchange rates have led to heavier charges for debt
servicing, The situation has been further complicated by the stabilization plans which
countries have had to accept under programmes of monetary and financial readjustment, This
has in turn affected their capacity to contract loans for social and econemic davelopment.
Central banks have had to resort to substantial short-term borrowing at interest vates which
are beyond the debt servicing capacity of the developing countties., The currepcy in which
their payments must be made is constantly becowing more expensive In terms of national
efforts to find export markets and to obtain hard currency For their international payments.

As soon ag credirtor imstitutions relax their terms and interest rates for the repayment
of stabilization loams by the centval banks, the field will be clearer for other social and
cconomic development sectors to benefit, which would of course include projects in the social
sectar,

Countries which have not suffered the profound social disruption which is tipping the
developing countries towards instability and violence are unable to comprehend that the world
would function more harmonlously and there would be a steady growth in world demand if the
present maladjustments and imbalances were removed, This ls essential teo achieve
international harmony in the remaining years of this century.

Until recently, international fimancial agencies have been almost exclusively concerned
with economic programmes, It has taken 15 to 20 years of ¢lamouring by the developing
countries for them to broaden their pelicies to include a few programmes of a social nature,
such as education, housing, drinking-water and the health infrastructure, These questions,
however, are still subject to long perieds of discussioen and negotiation before the necessary
loans can be obtained. The major problem with international agencies is that programming and
discussion iz on a project-by-project basis. As 2 result, these agencies are unable to
contribure to the achievement of a proper balance of development between economic and soclal
conaideraricns. It would be very valuable if a greater emphasis were to ba placed on
two—year, three-year and five-year country programming by internatiomnal agencies so as to
combine health and other social sector programmes with programmes and projects of an economic
nature. International cooperation algo requires a constructive approach directed towards
cconomic and social balance in the receiving countries. To this end, coordinated planning
including financial planning between the different sectors, is absolutely essential, In this
connection, it must be noted that the ministries responsible for the social sectors have
nften pald no attention to financial planning. As a result they are in a position of
tnferiority vis—A-vis the economic and military ministries, desplte rthe importance of their
function for the population aud their responsibility for the support and improvement of human
life.

On the other hand, countries have often borrowed heavily bur been unable to dishurse
these resources, This iz somerimes because they have been unable to formulate and implement
projects and sometimes because they have not been able to raice the necessary counterpart
funds which are generally not more than 40% of the total value of the project, In ether
cases the necessary personnel have not been trained or the technicians competent in the
formulation, and implementation of projects have not been retalned, as a result of political
changes,
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Table 4
NET INTERNATIONAL FINANCIAL COOPERATION RECEIVED
BY THE COUNTRIES OF CENTRAL AMERICA IN 1984
(US$ MILLIONS)
Origin of funds
Developmant Ald Multilateral

Committee countries assistance OFPEC countries Toral
Guatemala 40,5 24,9 —_— 65.4
El salvador 227.6 13,5 1.7 262.7
Honduras 171.0 114.8 3.9 289.¢6
Nicaragua 1.7 42.0 - 113.7
Coata Rica 185.5 31.9 - 217.4

Source; Geographical Digtribution of Financial Flows to Developing Countries 1981-1984,
OECD, Paris, 1986,

NET EXTERNAL COOPERATION A5 A PERCENTAGE
OF GROSS DOMESTIC PRODUCT

Guatemala 0.70%
El Salvador 5.90%
Honduras 9.08%
Nicaragua 2.48%
Costa Rica 6.33%

Source; data from previcus table,

Internationsal financial ccoperation can play a premotional reole of paramount importance
and can help to redirect a country's effort towards the ordered development of health, The
decision to increase thie cooperation doaes not depend on the internatiomal agenciles alone, if
countries themselves do not attach priority to these activities, WNor can we expect a
reorientation of the financial cooperation received by countries merely because it is desired
by ministers of health, Degislons to borrow abroad depend esgentially on the goodwill,
understanding and support of the minister of the treasury or finance and the president of the
central banks, A first step needed to improve the situation is therefore the effective
firancial planning of the health szector.

Not all the countries of Central America have had the same opportunities of access to
internaticnal financial cooperatien for thelr health programmes as interpations] financlal
cooperation depends to a considerable extent on politiecal alignments and affinfties. At
times the entire international community has suspended its cooperation or reduced it to the
minimom, as happened when Guatemala was under the military dictatorships. As a result, the
peorest of the people were abandoned not only nationmally but internationally,

The figures for net external cooperation asz a percentage of GDF in Table 4 show that its
share ranges from 0,70% for Guatemala te 9% for Honduras, and is around 6% for El Salvador
and Costa Rica, In Nicaragua, external cocperation represents 2,487 of the GDP. Effective
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financigl cooperation with the countries of Central America should be planned to reach =a
volume of at least 9% of the GDP of each country, in the decade 1986-1996 to make a
significant impact on the reorientation of health policies.

A reconsideration of intermational financlal cocperation policies should also lead to
more thorough-going analyses and policies, so that each country is granted asslstance in
order to finance its economic and social sectors in a better balanced manner. This could be
accomplished if boards of governors and governing bodies were to insist on earmarking part of
their loans for social development activities, and in the main for health and education.
Interpational agencies should at least try out a loan and cooperation structure which
included a component of this type of at least 25%Z. This would substantially improve
countries' attempts at balanced planning.

The eountries of Central America have presented the international financial community
with their need for funds to the value of US$ 1122 million for the development of health
services, manpover resources, essential drugs, nutrition activitles, tropical dizeases, child
survival, drinking-water and excreta disposal. The request has been published in 3 document
entitled "Priority Health Needs in Central America and Panama”.

One specific way to achieve more effective international cooperation would he to ttold a
joint mesting of ministers of health, finance, and planning and presidents of the central
Banks of the countries of South America with senior officials of ministries of cooperationm
and presidents of the foreign trade banks of the industrialized countries. The aim would be
to develop coherent cooperation programming in the light of the individual responsibilities
of the countries of Central America in the field of financial programming for health.

Other means of mobilizing funds for health

In addition to the ways and means already discussed, the following additional measures
may be mentioned: (a) the issue of health development bonds; {b) the lntroduction of
private hospital and health care insurance plans; (&) the formatiem of health services
cooperatives; and (d4) the formation of private associations and grouplngs of a philanthropic
nature to give support to particular aspects of health and to children and the elderly.

The issue of bonds is s form of public borrowing which ¢ould be used for specific
programmes such as the building of hospitals and health centres and the purchase of specific
gquipment, This method could also be used to finance investment for the installation of
water supplies, the construction of drainage systems and other housing-related services.

The issue of bonds to complement internatiomal financial cooperation is a viable mesns
of raising counterpart funds in local currency when international loans are obtained, Care
must however he takem not to create inflationary pressures, Countries which have not
developed their capltal markets generally lodge these bonds with the central banks, which act
as underwriters and then invest them among banks, insurance companies and the public.

While hospital and health insurance plans can be helpful in financing private health
consumption, they are aimed at the above—average income groups and therefore provide no
solution to macs health problems, The formation of health cooperatives is alse fairly
limited in scope, as there has to be a great deal of affinity between the members and
discipline in the payment of contributioms.

Charities and non-profit-making organizations have also developed an important role, and
especially a promotional role In such fields as child care, nutritionm, and care of the blind,
deaf—dumb, disabled and mental patients. Fund-raising methods include raffles and lotteries
and the sponsorship of these causes by subscription. These associations also have an
important role to play in bringing about changes in attitudes and stirring the conscience of
those who are indifferent to social problems, especially in the political circles which will
have to promote a rnew approach to health care,

Conclusions

1, The far-reaching health needs of four countries 1n Central America and of many other
developing countries are essentially due to the mass poverty that has resulted from an
inequitable distribution of wealth and low wages with littrle sharing of the benefits of
development and internatienal trade.
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2. The purchasing power of wages has declined as a result of the one~sided approach of many
of the fiscal, monetary and financial measures taken to cope with the economic crisis,

3. In four of the countries of Central America, per capita expenditure wag lesg thap 3% of
per capita expenditure in the United Stares and leggs than 6% of the average per capita
expenditure in 23 industrialized countries.

4. Ministries of health have seldom had adequate financial, political, administrative and
legislarive support and assistance in negotiating international funding, so that they have
been dn a position of inferiority to the ministries and institutions with decision-making
power 1n matters of finance.

3. The sources of funding for national expenditure on heslth are; (1) personal incomes;
{2) taxation and the miniatry of health share of the povermnment's budget; (3) internal
beorrowing; (4) Intetrnatiomal financial cooperation; (3) nongovernmental organizations;
(6) the social sacurity system: (7) cooperatives for aectivities directly or indirectly
related to health; and (8) private insurance companies.

6. In countries with low levels of taxation and social security contributions, 1t is
fmpossible for goverunments to plan more effective health care for a mass poverty-stricken
pepulation, so that resentment bullds up and the increasing violence is a threat to naticnal
atahility,

7. In some countriles there hags been a decline in the rate of taxation as 2 tresult of
ecouomic and financial measures of adjustment for the following reagons: (a) pressure from
the sectors with the preatest negotiating power to obtain tax privileges as an export and
investment promotion measure; (h) depreciation of the purchasing power of tax revenue as a
result of inflation; (¢) erosion of the purchasinp power of tax revenue 85 a result of the
devaluation of the national currency; and (d) opportunities for tax evasion when one system
is replaced by another.

g, The countries of Central America and Panama have presented the international communicy
with a programme of priority healrh needs requiring international financial cooperation in
the order of US$ 1122 million for the following purposes: (a) strengthening of health
services; (b) training of manpower resources; (c) access to essential drugs;

(d) improvement of food and nutririon; (e) control of tropical diseases; (f) child
survival; (g) drinking—water supplies and sanitation.

9, There are great disparities 1n the level of international financial cooperation recalved
by the five countries of Central America, which was equivalent to the following percentages
of their GDP In 1984: Guatemals — 0.70%:; El Salvador - 5.90%; Honduras - 9,08%;

Nicaragua - 2.48%; and Costa Rica - 6,357,

10, Faced with the acute effects of the economic and financial crisis and of some of the

policies adopted to remedy it, a reorientation of socioceconomic thinking is now urgently
needed both nationally and Internationally. This will require substential efforts of
persuasion and leadership on the part of governments to bring about reform and adjustment om
the part of political and finaneial institutions sc as to ensure that the poorest stratas of a
country's population achieve better incomes, without vielence ov resentment.

11, 1t 1s dangerous to sacrifice the budgets for the social sectors in developing countries
as a result of policies of monerary, currency and fiseal stabilization.

12, Bearing in mind the significant role of health sector financing in the taxation and
social gecurity systems of the countries of the OECD, technical and financial cooperation
programmes with the daveloping countries should be set up in order to train them in how to
improve public sector funding and planning for the health sector,

13, Internarional financial cooperarion with the countries of Central America should be

equivalent to B-9% of the GDP of those countries and should provide significant support to
the health programmes presanted in the framework of the "Priority Needs”,

14, It would be desirable fot international financial agencies to introduce regular
{triennial or quadriennial} programming of their ecredit allocations, establishing a balance
between social and economic development and programming a halanced set of econemic and geclal
projects for each country, with due attention to health projects,
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Chapter 2

ECONOMIC AND FINANCTAL CONSTRAINTS AND THEIR IMPACT ON
HEALTH PROVISION IN EGYPT

by
Safa Elbaz Khallaf®

Inrerrelationship between health provision and economic factors

Health sratus and economic performance are closely interrelated. This has been
demonstrated particularly clearly by the experience of Egypt during the last five years. The
overall economic situation has affected health in a variety of different ways.

Recent studies have indicated that health reasons have contributed to the low
productivity of labour in the Egyptian economy. According to one of these studies carriad
out in May 1986 by the specialized National Council on Services, 16.2 million working days
were granted as slck-leave to government employees and other civil servants during only one
year (1984). This, translated in monetary terms, represented a loss of 98.7 million Egyptian
pounds, According to this study there were 5.13 million cases of sickness among 1.2 million
workers of firms having more than 100 workers. This is a rate of 4.424 cases per thousand
workers.

According to some other statisties published by the Ministry of Health, 50 per cent of
the agriculture work force in Egypt are victims of "Bilharziasis" which affects almost
25 per cent of working capacity. This represents a loss of wore than 48 million Egyptian
pounds, National economic performance In Egypt 1s alse affected by other health and
health-related factors such as nutritiomal status, pollution standsrds and the health
education system, Work injuries amounted to a rate of 94.4 cases per thousand workers during
only one year (1984).

This evidence of the importance of health factors in influencing the economic
performance of Egypt has led to the health service sector being given greater attention
within the overall National Development Plan., The aim is te maximize the role of health

services as social investments leading to an economic reward in the longer term,

Formulation of natlonal health policy and programmes

According to the 1970 Constitution and later health-related legislation, the health care
policy of Egypt has been based on the following:

- epsuring the right of every citizen to free health care;

- keeping health services in harmony with the sociceconomic and cultural development of
the economy;

- ensuring the involvement of the various sectors of the community;

- encouraging the role of the private sector in complementing certain aspects of the
health plan;

- applying decentralization with speclal emphasls on the role of local bodies;

- increasing the existing fimancial resources for health care services, not withstanding
the possibility of introducing a cogt=sharing system.

To realize these objectives a Five-Year Programme has heen eatablished within the
overall national economie and social development plan (1982/1983-1986/1987)., Ambitlous
targets have been established which include:

- The reduction of infant mortality and that of children below the age of five years.

®
M.D., Health Administration, Egypt.
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~ The development of primary health care services:

= by developing 33 rural healrh unite into rural hospitala;

= by establishing 60 rural health centres all over the country;

- by establishing and equipping 32 general urban health centres;

= by supplying computer units for two main dental research centres in Cairoe and
Alexandria.

— The expansicon of curative health care:

= by establishing 12 new public hospitals in )] cities of the countty with an
average bed capacity of 450;
by providing new facilities and expanding the capacity of 22 existing public
hospltals and specialized medical centras;
by providing neceaszary equipment for emergency and intensive care units in
13 different hoapitals;
by establishing 10 outpatient and specialized clinics including: chemotherapy,
radiology, and ophthalmology services,

The development of ambulance services by establishing new first—aid statiomns,
intreducing new equipment to 25 exisring statioas on the main road network all over
the country, and supplying various governments with 257 newly equipped ambulances.

The promotion of preventive services:

= by establishing two new specialized hospitals for infeetious diseases in two
govarnorates;
— by developing facilities for 18 fever hospitals,

The improvement of laboratory services:

= by establishing and enlarging different laboratories for pathological and
chemical analysisa.

The creaticn of technical {institutions and nursing schools:

- by establishing two institutions and developing 14 nursing schools in various
governorates.
= by establishing 15 rural centres for technical training.

The development of quarantine services:
= by providing equipment and communication facilities for three quarantine statfions.

The financial stringency experienced fn Egypt during recent years has, however, affected
the implementation of this ambitious Five-Year Programme, It has not only resulted in rising
cogts of health provision in relation to average per capita income but it has alsoc had an
adverse impact on the capability of the government to finance the programme,

Before discussing the detailed economic and financial constraints and their adverse
impact on the health service it should be stated that balance of payment adjustment
programmes in Egypt have not failed to take into account longer-term objectives and
objectives which are of a narrow economic nature, Thus efforts to combat infections and
parazitic diseases have not been curtailed as has happened In many other developing countries
experlencing similar financial stringency,

THE IMPACT OF ECONOMIC AND FINANCIAL CONSTRAINTS

The external enviromment

The worsening international economic conditions which affected particularly the
developing countries have widened the gap between the ambitlous targets zet by rhase
countrles for health development and thelr capabllities to achieve thelr goals, The annual
report submitted in 1985 by the Secretary General of UNCTAD to the 3lst session of the Trade
and Development Board emphasized the crucial importance of the external envirenment on the
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development process of developing countries. In his most recent report (1986) the Secretary
Ceneral of UNCTAD noted that the external environment has got worse: "the development crisis
heas thus been prolonged and deapened further”.

Real non-oil commodity prices as a whole have fallen back to the lowest level since the
Great Depression, Real oil prices are down to the level prevailing before their rise in late
1973 — the latest manifestation of deflarion, The export volume of developing countries 1is
stagnant and net bank lending to developing countries remains low. Relarions between certain
troubled debtor countries and thelr creditors have also deteriorated, Falling levels of
per capita output and consumption as well as depressed levels of investment have been
registered in many developlng countries,

Egypt has not escaped these external difficulties which have added to its already
existing economic constraints. Recent declines in crude 0il, tin and corton prices have
shaken the Egyptian economy., According to the 1986/1987 balance of payments estimates, oil
expoIt Tevenues ara expected to decrease by 34 per cent from the 1985/1986 level. Related to
thjs are also the estimated falls in Suez Canal services revenues, and in capital flows
transferred from abroad by Egyptian nationals working in oil-producing countries.

This financial stringency has contributed to the slowing down of the economic growth
rate of Egypt, teducing it in 1986/1987 to 6.5 per cent, according to atatistics based on
1981/1982 prices. This growth rate is less than the 7.9 per cent rate which has been set as
a rarget for the Five—Year National Development Plan 1982/1987.

The vast annual population increase poges another serlous comstraint to economic and
social development in Egypt. According to recent estimates, the population should have
increased by June 1986 to more than 50 wmillion, with an averags growth rate during the last
10 years of 2.5 per cent, At this rate the population of Egypt is expected to reach more
than 64 million by the year 2000.

It 2 recent report published this year by the Specialized National Councils of Egypt, it
was found that 73.7 per cent of the Egyptian pepulation is not economically active.
Moreover, out of 238 million scres only 6.5 million are cultivated or productive. This
represents less than 5 per cent of the total Egyptian avea. While the overall population
dengity amounts to 47 kmz, in the inhahited area 1t amounts to 834 per kmZ and in
Greater Cairo to 28 000 per km?.

These facts and figures are selected as indicators to illustrate the magnitude of the
comstraints on health provision in Egypt. It should be added that, according to WHO reperts,
there is one health unit per 9960 of rural population in Egypt and one maternal and child
health centre for 68 700 of the urban population, The percentage of the populatien with a
safe water supply is only 61 per cent inm the rural aress.

Public expenditure on health

Although public expenditure on health services in Egypt has been increasing in absolute
terms during the Five-Year Development Plan (1982/1987), as indicared in Table 1, its annual
rate of increase has been falling. In 1984/1985 4t was 15 per cent, in 1985/1986,

8.5 per cent followed by 4.5 per cent in 1986/1987.

TABLE 1. EXPENDITURE BY THE MINISTRY OF HEALTH IN CURRENT PRICES

Financizal year Total budget of the Minisrry of Health
1982/1983 293 324 200
1983/1984 333 071 398
1984/1985 374 446 233
1985/1986 403 095 839
1986/1987 417 608 900

Source: General Depattment of Planning, Ministry of Health, Cairo,
Egypt, July 1986,
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The budget figures of the Ministry of Health should also be examined in relation to the
overall apnugl state budget and changing monetary and ecouomic conditions, Publie
expenditure on health services in Egypt was limited during most of rhe 1970s to an average of
1.6 per cent of the total budget. This percentage has been subject to some Increase during
the current Five-Year Development Plan (1982/1987). In the financial year 1984/1985, the
budget of the Minfstry of Health represented 2.47 per cent of the total state budget. Tt
increased again in the following year 1985/1986 to almost 3.5 per cent. This percentage,
however, excludes the budgets allocated to health-related bodies other than the Miniscry of
Health, These bodies are either attached to the Ministry of Heazlth, although with
independent budgets, or attached to other governmental institutions whose activities are of
health importance, The first group include the General Authority for Health Insurance, the
General Organization for Public Hospitals, the General Organization for Biologliecal and
Vaccine Production, the Family Planning Agency, Teaching Institutions other than University
Hospitals, and the Curative Foundation of Cairo and Alexandria, The second group of bodiea
includes:r the General Authority for Drinking Water Supply, the General Authority for
Cleaning in Cairo, the School Health Department of the Ministry of Education and the
Department of Health and Family Planning Information in the General Authority of
Information. Tf the budgets of these other bodies and institutions were added, the above
percentage would incresse to almost 5 per cent of overall public expenditure.

These figures however, chould be seen in the light of the following factors. First,
almost 60 per cent of the state health budget is allocated to the salaries and wages of
public health workers and civil servants. Secondly, the per capita share under the budget of
the Minigtry of Health amounts to 7.96 Egyptian pounds and would increase to
11.69 FHgyptian pounds if the budgets of all other bodies attached to the Ministry of Health
were added., Thirdly, the percentage of health budgets to overall publie expenditure in
developed countries ampunts to 8 per cent of GNP,

How did this fipnancial limitation affect the health services?

Given the limited availability of additional financial resources, priorities had te be
established to declde how many and which health services should be provided and in what
order, The choices made in primary health care depended on the depree of community
participation, the extent to which the activities envisaged could be afforded and the

involvemant of other sectors of the national economy. Low priority had to be given to
services that were needed only by a minority, or in remote areas, The need for appropriate
technology also limited the selection of services to those intensive in the vse of ungkilled
and semi-gkilled labour and gparing in the use of capital, particularly fereign ewchange
capttal. Cost-benefit and cost-effectivemess analysis had to be applied to health
activities, The identification of the least costly combinations of professional and
auxilisry health workers was undertaken to obtain better value from the limired health
budgets of Egypt.

What health areas were most affected?

The direct impact of the financial constrainte on specific health provision can be
1llugstrated in & number of ways. First, the required increésse in hospital beds amounts to
2600 beds per year at a cost of US$ 100 per bed, but this exceeds the current resources of
the health sector. The annual population increase, moregver, poses a major challenge in this
regard. According to reports submlitted to WHO, hospital beds in Egypt decreased from
2.1 per thousand population in the 1970z to about 1.9 per thousand in 1985. % Zecondly,
research projects in the field of primary health care are reported as lacking sufficient
fundes. Among them are projects on the feeding habits of pregnant women and children, studies
on the different facters influencing the utilization of maternal and child health services,
family planning and the efficfency of home vigitors' system In addition to studies on
maternal mortality and community motivation in primary health care, It Is te be noted that
most of the external assistance mobilized for these research activities is time-limited.

This does not, however, ensure the continuity of such activities.

Among other prlority areas which are not recelving adequate financial support due to
financial limitations are the supplying of hospitale to remote areas (new communities),
managerial technology, trafining, health care for the disabled and the provision of prosthetic
appliances. A great concern is alsc expressed by high-ranking officials in the health system
of Egypt vegarding the lack of funds necessary for other health and health-related sectors
such as health information, health education, occupational health and, most Important of all,
the preventive health gector. OQfffcials in charge of the latter emphsasized that preventive
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services should be granted higher priority in the public funding allecations. They argue
that the role of the povernment In this field iz an essential and unlque one, while other
services such as curative ones could be ghared by other health providers in the health
system, The control of infectious dlseases, particularly tuberculesis, is nentionad as one
of the important areas it need of additional funds. It was emphasized, moreover, that
preventive services should be viewed as of economic value, It was reported, for lustance,
that six drops of pelic vaccine for a ehild would cost only 25 plasters, while the treatmant
costs of this disease would amount to wmore than 2000 Egyptian pounds per case, even with a
high degree of uncertainty in the results. It was also reported that adequate pecupational
health programmes are needed in Egypt at a cost of US¢ 5 million. According to WHO sources,
this programme, when introduced, could save the Egyptian economy in general an annual loss of
almost US$ 150 million,

Problems in the administration of finance

Problems related to the financing of the health service are not limited only te
insufficient funds. They also jnvolve other problems related to finsucial administration,
tn its assessment of the health development plan included in its progress and evaluation
report om the Five~Year Development Pian, the Department of Planning in the Ministry of
Health has referred to the problem of the time delay in providing the already mobilized and
allocared fund te certain projects. The quarterly financial funds, according to the state
budget system, should have been provided on time every three montha. Delays in kesping up
with this system have resulted in not only wasting time but also ending up with recelving
only 75 per cent of the allocated budgets of most projects. In addition teo this, banks which
are responsible for providing finance for health projects have tended to set up project
priorities for different governorales. This hag resulted in limiting the available financial
liguidity and hindering, therefore, the timely execution of projects,

RESOLVING THE FINANCIAL CONSTRAINTS OF THE HEALTH SECTOR

Farad with these financial constralnrs, the Egyptian health authorities have had to find
some ways of securing additional resources and addressing the problem of the rising current
costs of health provision in publie hospitals, Three major steps have been taken in
different bur parallel areas,

1. Mobilization of additrional domestic resources.
2. Rarionalization of the cost-effectiveness of the existing health services,

3, Mobilization of foreign regources and technical assistance through bilateral
arrangements and international cooperation programmes.

1t is to be noted that sach of these three areas had some policy implicatilons as
explained below,

i, Mobilization of additional domestic resources

This was achleved through t{wo measuras:

(a) Expanding the "fee—for-service systen” in public hospitals and extending it to
other health care units.

(b) Attracting the private sector into different areas of health provisien with a view
to encouraglng this sector to play a role alongside the public health services.

{(a) The fee—for—service system in public hospltals

This system when introduced for the first time in 1965 was not meant to be an
alrernative to the free service system. It was designed and introduced rather as a
complementary messure. One of the features of such complementarity 1is that the
fee-for-gervice system is applied in public hospitals only after working hours. According to
presidential decree No, 2444 issued in 1965 and executive regulations following ir, nothing
in this system should disturb the regular free services of public hespltals or affect their
day-to-day emergency services,
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Charges intreduced in this system were set to be as low as possibla. A patient who
prefers to be treated under this system pays lower charges for the ssme medical treatment
that he or ghe would receive in an average private clinie., This charge includes an fnitcial
entry fee of only 25 pilasters. Bed charges per day for an inpatient do not exceed
1.50 Egyptian pounds. The revenues of the system are meant to help relieve some of the
finaocial requirements of public hospitals as follows.

= To support the administrative functioning of the hospital, This would inter alia
include building maintenance and equipment repairs (laboratory, examination and dental
equipment).

=~ To provide work incentives for the hospital personnel and other health-related staff.

= To improve access to additional supply of drugs and other necessary hospital provision
at the morning free service,

Revenues of the fee-for-service system were planned to be allocated as follows;

= 60 per cent as incentives to health providers (30 per cent for physicians, 20 per cent
for nursing staff and 10 per ¢ent for hospital technical labour).

— 30 per cent to be allocated for the improvement of general standards of health
gervices through tralning programmes and introducing new techniques in health
provision.

— 10 per cent to provide incentives and bonuses for health district supervisors.

During the late 1970s and early 1980s, when economic problems and financial constraints
started to affect seriously the socioceconomic development plans, the need was felt to develop
this "fee-for-service gystem” with a2 view to increasing its revenues in order to cover part
of the Increasing running costs of public hospitals and to improve the quality of services.
Studies and surveys were initlated recently by the Ministry of Health on the advisability and
acceptability of such developments, The National Demoerattic Party {(the party ia povernment
at the gresent time) had already endorsed the principle of "fese-for—service” in the health
sactor. Some other disc¢ussions have been carried out between the government and various
political and professional parties on what increases in the existing fees would be acceptable
and workable. Some studies and field surveys have {iadicated that the policy of
"fee—for-service” in public hospitals enjoys a high degree of populatity and acceptabllity
among both patients and publie heslth workers, Moveover, it was alge found that mest
fgyptian patients responded favourably to proposals that such practical and realistic
solutions to bring about a better health service should be extended to other public health
care units.

According to a field survey carried out for the Ministry of Health in 1982 by ECTOR/
(Experimental Centre for Trainming and Evaluation of Social Programmes), & nongoveramental
consultative group, on the advisability and acceptability of extending the application of the
“fee—for-service” system to c¢hild care centres, 70.4 per cent of the surveyed population were
found willing to use health services on a paying basis if necessary., This finding was
substantiated, however, by the argument of a cause and effect relationship between paying a
“fee” and receiving a "hetter service”. A great number of answers collected in thig field
survey went so far as to deseribe the 100 per cent free services as "degrading for those who
seek 1t". The table below 1z extracted from the final report on thig survey giving the
answers of parents quest{oned on “where do they go for wedical help when their children are
struck with a sudden sicknessg?”,

Where to £0 Percentage

Private health providers 70
Public hospitals 19
Consult pharmacist 0.
7
1

Consult others
Self cure
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Ir has therefore been recently decided by the Egyptian Government that the
“fess—for-service” should be slightly raised to 33 plasrers per visit. It was also agreed
that the fee—for-service system should be extended to child care centres, According to
regent developments, public hospitals are authorized to establish special funds for laproving
the quality of services. These funds are to be directly attached to the administrative
authority of each hospital. These funds could receive voluntary contributlons and donations.

(b)Y Attracting private investments to health and health-related fields

According to Law No, 43 passed in 1974, Arab and foreign capital was encouraged to
invest in various production and service fields in Bgypt. WNew Free Zones were also
established in Cairo, Port Said, Suez and Alexandria wheve this invested capital receives
economic incentives and tax concessions. Some amendments to this impertant plece of
legislation were introduced later in 1977 with a view to liberalizing the Egyptian economy in
general and providing a more integrated system of forelgn Investment in Bgypt.

Health services and health-related production projects were among those attracting
foreign finvestments under this legislation, Pharmaceutical production firms, new private
hospitals, consultative groups and tesearch centres on health, and trading companies In
medical equipment have been established. Joint Egyptian/Arab and Egyptian/foreign capital
companies produce drugs to the value of Us$ 850 willion, Since 1978, 11 liceuces have been
issued by the investment authorities for the establishment of Private Egyvptian/Arab Hospltals
and polyclinies in Cairc alome. These newly established hospitals have employed more than
379 doctors and almost three times that number of nurses, according to a study8 carried out
by the Cairo Association of doctors Im 1984, Accotding te the same study, there are
12 361 registered doctors iu Caire of whom only 7467 work for the governuwent, 568 work for
publiec sector firms, 1137 for military medical departments, 379 In the private sector and
1956 are self-enmployed.

The problem of the rising costs of heslth faciliries has greatly affected the prices of
health provision in general. This fact has been clearly reflected in the private health
¢linics where no government subsidy is involved. People, therefore, seem to face the
difficult cholce between getting a better and sophisticated servige but at a relarively tiigh
cost and/or going for the subsidized public health free services, which is not ugually up teo
the standard that they expect. This situation seems to have attracted greater attentlon
during rhe last few years, It has not hindered, however, the continued efforts by
professional assoclations of doctors and dentists to provide thelr members with facilities to
open private clinics, These facilities include: credits, loans and grants on concessional
terms particularly for young doctors who have recently gradusted from universities,

2, fconomic rationalization of the health services

There are signs that economic constralnts and financial restrictions are bringing abeout
what exhortation was unable to achieve in the short—term., Since the beginning of the 1980s,
the national health services have witnessed a greater emphasis on the following areas in
natiomal health planning and health admiunistratlon,

- Analysis of cost—effectiveness of different health services and the evaluation of
cost—benefits.

- Planning for health manpower developuwent including training and contineed education
programmes with a view to developing technical and wanagerial gkills.

- Coordinating activities between the Ministry of Health and other Natlonal instirutions
which are, or could be, invelved in some health-related arcas with a view to
aconomizing in the cost of thelr activitiles.

- Promoting community involvement and health awareness among the citizens,

- Introducing rhe family health records system to ensure an effective aund economic
linkage berween different services rendered in the field of health,

- Improving cooperation between the variovs hospitals and health care units in the
untilization of medern and costly equipment.
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Optimum utilizattion of foreign loans and grants,
Utilization of more local components In international cocperation preojects,

Embarking on some experimental projects on a trial basis and on a limited scale with a
view to generalizing them in accordance with their pesitive results.

Carrying out field surveye to oxplore opinions of both service providers and service
ugers with a view to having services provided in a more popular and effective manner.

Establighment of effective links between research workers, planners and policy-makers.

FEncouraging more involvement of the nongovernmental erganizations and voluntary
organizations, including professional associations, in national health campaigns.

1t should he noted, however, that some of these new trends to economize in health
cervices have continued to be unheeded in some areas, while others have been notably
fruitful, There are mixed reazons behind the delayed fruirion of such important trends.
Most of these reasons are of a general nature relared either to some other general policy
systems such as the Civil Service Employment System, or to some other factors Influencing
behavioural attitudes guch asc the common preference for working in urban areas and other
similar social attachments, the rate of illiteracy and the relatively recent exposute to high
technology equipment, The high rate of flliteracy, alone, is considered to be a major
influence on the efffciency and cost-affectiveness of the free health service in Egypt. The
long average length of stay in public hospitals and the over—consumption of drugs are only
two examples of the economic waste in public health facilities duwe to this Illiteracy factor.

3. Mobilization of external resources

Efforts were also made to mobilize more financial and technical support to meet the
increasingly pressing health demands from external resources. These resources amcunted in
1985 to 4.7 per cent of the total budget of the Ministry of Health: they were assigned to
primary healrh care projects and to the control of endemic diseases, especlally
Bilharziasis. F¥xternal assistance was obtained from both bilateral and international
sources, On the bilateral cooperation side, Egypt received financial and technigal
assistance from more than geven friendly countries, including the United States of America,
the Tederal Republic of Germany, France, Japan, Sweden, Canada and the Democratic Republic of
Garmany.

The fields of their assistance varied from training progrsmmes, exchange of information
and expertise, to actual participation and field execution of specific health projects such
as:

Family planning project {(assiszted by IDA "USA").
Urban Health and Delivery System Project (assisted by USBAID).
Promoting Rural Health Services (United States of America assistance project).

Joint Malaria Control Project (carried out in the southern part of Egypt, at the
northern part of Sudan with the assistance of the United States of America and other
countries.)

Bilharzia control project in Fayoum Governorate (assisted by the Federal Republic of
Germany). The cost of the project amounted to 3 million Marks and US$ 1.50 million,

Financing the contraceptive production project and other chemical products (A Jjoint
project betwsen the Egyptisn NWational Council on population and the Federal Republie
of Germany.) The costs of the project amount to DM 3 million.

Safe water project for Greater Caivo and sanitary facilicy network in Cairo and
Alexandria (assisted by the United States of America).

e
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Tt is noted, however, thart some of these important general projects have contributed to
motivating other local subsidiary projects. Some of them have also covered various health
aspects related to their main objectives. The Urban Health Delivery System Project, for
instance, had included in its master plan some other interventioas in the maternal and child
health centres with a view to introducing a "fee-for-service system” to them within an
overall organizational restructuring scheme, Tt included in addition, a child growth charc
scheme and some other interventions inm a home visiting programme and a progfamme for
developing the referral system.

As for international and multilateral cooperation, Egypt had to seek some important
asgistance from WHO, UNTCEF and UNFPA in some health and health-related areas, Continued
cooperation exists with these international organizations covering areas such as training,
tellowships, family planning, endemlc diseases control and combating Bilharziasis, In a
joint project against Bilharziasis, UNICEF and WHO have provided assistance to some local
zovernorates in Egypt, by which new simplified techniques have been Iintroduced to raduce the
intensity of schistosomiasis among scheoolchildren and, in consequence, to reduce thea
long-term burden of the disease which the ehildren would otherwise inevitably develop later
in 1ife. This project began in September 1983. UNICEF supplied all the equipment and the
drugs. WHO provided technical advice and helped UNICEF colleagues to train a cadre of
trainers at the governorates and districts levels, who in turn trazined more than 115 local
trainers, doctors, nurses, clerks, health visitors, drivers and laboratory technlcians.

Continued cooperation exists betwesen Egypt and WHO in some other fields such as
fellowships, exchange of expertiss and malarla control. Hosting the WHO Reglonal Office for
the Bastern Mediterranean in Alexandria may have facilitated the implementation and follow-up
of health plans and cooperation programmes between Egypt and WHO. Nevertheless, there are
still some priority areas which have not received enough external support, These areas
include managerial technology, promotion of health service economics, rehabilitation
programmes for disabled persons, provision of prosthetic appliances, the contrel of
tubereulosis and supplying hospitals in remote areas with the necessary equipient and
provisions.

In spite of its limited resources, however, Egvypt has played an lmportant assisting role
in the development of health facilities and medical care in neighbouring developing
countries. Convinced of the great importance of technical c¢ooperation among developing
countries, Egypt has spared mo effort in fostering such health cooperation on both regional
and sub-regional levels. Large numbers of Egyptian physicians, nurses and health techniclans
are seconded to work in more than 17 Arab countries. According to the most recent official
Fgyptian statement delivered in 1986, 200 doctors in different specializations were
dispatched to 38 African countries during the iast two years., A new Egyptian fund has been
eastablished for the purpose of providing technlcal sssistance to African countries, called
the Bgyptian/African assistance fund.

This positive role in assisting other developing countries has placed Egypt in the frout
iine among those key areas to which greater international support could well be directed.
However, the Egyptian Government has repeatedly expressed its views concerning the conditions
of such internatiomal support. It has called for flexibility and more comprehensiveness In
such external health assistance. According to an Egyptlan Government statement, CLerms and
conditions of foreign aid directed to the health field should differ from the terms and
conditions applied for other purpeses, In this respect the Egyptian Government has
officlally called for most, 1f not 3ll, loans provided by governments and international
financing institutions for health purposes in developing countries to become cutright grants
or at least be extended to them on the most favourable concessional terms,
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PART TI1 — FINANCIAL PLANNING FOR HEALTH FOR ALL
Chapter 3
THE COSTA RICAN PLAN FOR HEALTH FOR ALL BY THE YEAR 1990%

Costa Rica has already achieved a high health status through {ts average income of
Us$ 1333,9, Life expectancy at birth is in excess of 73 years and the infant mortality rate
18 per 1000,

The many contributory factors to this high health standard include the following:

1. Free, compulsory education, which has been in existence since 1869, with the result that
92% of the population is now literate.

2. Piped water supply 1s available to 92% of the urban population and B8% of the rural
population, while 77% of houses have a sewerage System.

3. The countty has natural sdvanrages for food production and the nutrition of groups at
risk has been given special attention threugh Nutrition Cemtres (one for every 5000
inhabitants), a school meals programme, food subsidies and a food enrichment programme;
as a result, malnutrition, defined as less than 75% of weight for age, had already
daclined to 4% by 1982.

4. Over the years priority has been given to the development of the health services. In
1922, the Health Department became a Ministry, while the Sickness and Maternity
Insurance ¢of the Costa Rican 3ocial Security Office, which was started up on a small
scale in 1942, now covers the entire population., The uninsured "indigent™ population is
regarded as “insured by the State”.

The social security system of the Costa Rican Social Security Office provides treatment
through 1ts hospitale and clinics, while the Ministry of Health has taken on the main
responsibility for preventive services. The first Health Plan, intreduced in 1971, embodied
an extensive Rural Health Programme, which was begun in the scattered rural communities.
This programme, which containa the same elements of primary health care later to be
highiighted in the Alma-Ata Declaratiem in 1978, was based on the Communal Development
Associat{ons that date from 1968, It gave rise to the Community Health Committees which
built and equipped 85% of the health posts, Extensive use is made in this programme of
health auxiliaries working under the supervision of a health professional,

Four hundred health posts, each serving an average population of 3000, had already been
established by 1978; their auxiliaries visited each house 4-6 times a year to provide
coverage to 92% of the scatterved rural population, There have been notable achlevements in
sanitation, reduction of the birth rate, and full immunization coverage of childyen during
the first year of 1ife, including 82% for BCG, 84% for DPT, 87% for polio and 327 for
meagles, This rural programme, taken in conjunction with economic development, has
substantially reduced the difference betwsen urban and rural mortality rates.

The rural programme was part of a broader movement to reduce the wide gap 4{n the qualiry
of 1ife of the varlous social groups, both urban and rural, that had become marginalized, It
had full political support and a congensus was established between the political partclies,
which gave continuity to the programme and made possible the planning of health manpower In
accordance with it, The importance attached in Costa Rica to the social sectors 1s shown by
the faet that the total health expenditure of the Ministry of Health and of the Costa Rican
Social Security Office (excluding the expenditure of the Costa Rican Iustitute of Water
Supply and Sanitation, ICAAY, amounted in 1985 to 7.72% of the GDP, which is in excess of the
global aim of 5% of the GNP. As regards expenditure on edugation, it amounts to a third of
the national budget and 3.7% of the GDP. The assigning of such high expenditure to the
social sector was made easier by the decision taken in 1949 ro abolish the armed forcea,

Ever since 1980, one of the main aims of health policy has been to integrate the basic
curative services of the Costa Rican Social Security Office with the preventive services

* Plan Financiero Maestro para el Plan Quinquenal 1986-1990. Caja Costariccense de
Seguro Social, San Jogé, Costa Rica, 1986.
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offered by the Ministry of Health. In 1885, 65% of the population was cared for iIn
integrated medical clinics; the aim 1s, however, to integrate services throughout the
country by the year 1990, to achieve the integration of preventjve and treatment services so
as to bring them within the reach of the whole population, which would be an element in the
Costa Rican programme of HFA/1990,

fn 1988 every person will be registered with a general practitioner of his or her
choice. These general practitioners will, as a rule, work in teams of three or four to
provide a round-the-clock servige in the clinic and in the patient's home, including service
on public holidays and at weekends; they will thus be part of a multidisciplinary team
providing comprehensive health care. 3Side by side with the extension of a programme of
integrated primary health care services, there ls a programme to increase water supply
coverage to the rural population from 88% to 1007 and to bulld 70 000 houses for persons with
low incomes,

During the 1970s, and at the start of the 1980s, the Costa Rican Soclal Securlity Office
built new hospitals and improved the existing ones that had been made over to it, The number
of beds in the existing hospital system will cover forseeable future needs, although
congiderable reallocation of beds will be necessary to adjust to the new and changing
structure apd to variations in morbidity patterns, Furthermore, gizeable investment in nevw
equipment 15 planned in order to take account of this new morbidity pattern and, more
especially, to bring the new technology within the reach of the rural population, which 1s
poorly served in that particular.

Per capita health expenditure is 37% higher in the regions with the worst mortality
rates than in those with the best, It Is planned to increase this differential to 30% by
1990; measures will, however, have to be taken to improve maternal and child health, not
enly in poer rural areas, but alse in low-income rural communities and in the sluws. It is
planned to eradicate measles, tetanus and rheumatic fever by 1990 and, in asddition, to
maintain the eradicatiom of policmyelitis and diphtheria, which were brought under comrtrel in
1973 and 1975 respectively. 1t is plauned to eliminate malnutrition, which is found when
weight is less than 75% of weight for age, and to reduce the proportion of bables weighing
less than 2.5 kg at birth from 8% to 7%. The campaign for the control of malaria and other
communicable diseases is being impeded at the present time by the influx of infected vefugees,

As patterns of morbidity and mortality have changed from those typical of a developing
nation to these of a developed one, there has been a corresponding adjustment of health
priorities. Thus, we are overcoming the problems caused by bad drinking water supply and
poor sauitation; the approach in environmental work is being shifred ro epvironmental
poliution, especially of rivers; and we are dealing with the problems occasioned by the use
of chemicals and pesticides and by excessive noise.

High priority is now being glven to the campaigns against alcohol and tobacco and
against accidents at work, in the home, and on the roads. In the area of personal
prevention, the detection of cervical cancet is being transformed into a programme of
ocutstanding importance; similarly, the provision of funds for curative medicine, for the
rehabilitation of the elderly and the chronically gick, and for the treatmeut of cancer,
diabetes and hypertension is today flnancing what are major developments.

The key administrative aims of the next four years are to decentralize services down to
district level, where care would be provided for an average population of 6000 Inhabitants to
further extend local participation and to strengthen intersectoral collaboration so as to
humanize the provision of services, The provision of the new general medical service is
regarded as a key move in rhe achlevement of these aims. The finance plan to back this
programme has been prepared on the basis of financial, demographle and economic assumptions,
the latter having been decided upon following discussions with the Central Bank and the
Ministty of Finance. Projectlons were made of the available financial resources on this
basis and expenditure was estimated from projections of demand, trends of unit costs, and the
opening of new facilities or improvements to exlsting centres.

The financial plam is summarized in Tables 1 and 2 in constant prices of 1978. The
greater part of capital expenditure on health services 1is esrmarked more for medical teams
than for nmew buildings. The plan c¢an be carried through to completion with an increase in
health expenditure smaller than the planned increase in the GDP,
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The sources of social security finance are summarized in Tables 3 and 5.

Social gecurity contributions will continue to be the major source of income throughout
the period., Tahle 4 separates expenditure on hospitalization from community healch
fnsurance, Planning provision has been made in current prices for a 38.6% increase in
expenditure on hospitalization sexrvices, whilst the other services will increase by 41.8%7.
Thus it is planned that the strengthening of community services should help to contain the
increase in hospital costs,

TABLE 1. FINANCIAL MASTER PLAN OF THE HEALTH SECTOR
1987-199¢

CONSTANT PRICES
1978 = 100

EXPENDITURE iTEMS:
CAPTTAL;

Ministry of Health

Costa Rican Soclal Security Office

Water and Sanitation Programme
SUBTOTAL

CIUIRRENT:

Minisrry of Health 11,60 12,13
Costa Rican Social Security Office 635.96 67,13

SUBTOTAL 77.56 79.26

TOTAL 100% 100%

As a percentage of the GDP 7.28% 7.06

TABLE 2. FINANCIAL MASTER PLAN
1987-1990
Constant prices
(1987 = 100)

EXPENDITURE ITEMS:
CAPTTAL;

Ministry of Health
Costa Rican Soclal Security Office
Water and Sanitation Programme

CURRENT ;

Minfetry of Health
Costa Rican Socilal Security Office
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TABLE 3. SOURCES OF SOCIAL SECURITY FINANCE
1987=1990
{Percentages)

1987 1988 1489 1990
Social security contributions 84, 8% 84,027 84,027 84,19%
Tavation 4,75% 4 T4 4,75% 4,677
Payments by patients 1,37% 1.30% 1.25% 1.20%
Voluntary contributions 4,37% 4,337 4,267 4,16%
Investment income, interest etc. 4.71% 5.538% 5.72% 5.78%

100% 100% 100% 100%

TABLE 4, MEDICAL SERVICES OF THE CCS8S APPORTIONED BETWEEN HOSPITALIZATION
AND OTHER HEALTH CARE SERVICES!

1987 19828 1989 1890
EXPENDITURE ITEMS
Hospitalization 100,0 113.3 126.5 1338.6
Other health services 100,0 114,2 127.9 141.8

1 Exclusively current expenditures including items that cannot be analysed in
detail - administration, centralized supply services, building maintenance, leoans 2nd
grants,
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TABLE 5. ANALYSTS OF S0OCIAL SECURITY RECEIPTS BY SOURCES OF FINANCE
(in millions of colones)

1987 1988 1989 1990
CONTRIBUTION TO SOCIAL SECURITY
CONTRIBUTORS: 12 321,10 13 856.61 15 659,86 17 682,7
TAXES: 589,68 786,46 883.01 930,94
Stamp duty on cheaques 2.2 2.47 2.7 .oz
Hogpital stamp (Law No. 5349) 62.27 70.49 78.71 86,92
State contribution to CCSS 604 .01 683.00 761,9 840.8
Finance from Ministry of Justice 21,20 30.3 39.7 50.2
PAYMENTS BY PATIENTS 198.94 215,43 233.13 251,83
Dental services .21 3.7 4.4 5.10
Medical care services 195.0 211.0 228.0 246,0
Sundry charges 0.73 0.73 0.73 0.73
VOLUNTARY PAYMENTS
LOTTERY (LAW No, 5349) 635,07 714,7 794.7 873.9
INTEREST AND OTHER RECEIFPTS 684,73 920.29 1 066,85 1 213,41
Rents for houges and bulldings 6.73 8.29 9.85 11.41
Income from factors of preoductien 678.0 912.0 1 057.0 1 202.0

and finance

TOTAL 14 529,52 16 493.49 18 637,55 21 002,78
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Chapter 4

FINANCIAL MASTER PLAN - THE NETHERLANDS®

When the WHO Regional Office for Europe formulated its regional health policy (1980} and
developed the targets for Health for ALl (1984), mest of the themes were already widely

accepted in the Netherlands.

These inciuded the thruyst to reduce inequality, the emphasis on

prevention and prowmotion, the stress on compunity participation, the recognitien of the
importance of environmental risks, the need for international collaboration and the critical

role of primary health care. The task was to

translate these themes inteo specific natiomal

policies, to work ouwt the finsuclal implications of applying them and secure the necessary

political commitment In a complex pluralistic

The legislation basis was established by
decentralized administrative responsibilities
commen framework was established for planning
the deteriorated economic situation led to an
1t became incressingly recognized that health

aoclety.

the Health Setvices Act 1982 which

to the provinces and municipalities and a
health and soclal services. At the same time,
emphasis on cost containment and efficiency.
care action was leading to diminishing returns

and that life-style and the physical and secial environment were critical determinants of

health status.

In 1983, a National Steering Committee on Future Health Scenarios was established with

representatives from the health field,

development of alternative courses of action.
disseninated and discussed,

agonomlstrs and experts in long-tera forecasting.
Sub-committees were set up to look at specific health problems,

This new approach led to the
The reports were published, widely

This process helped in the ¢reation of a consensus for action
and contributed to the design of national policies.

For each poliey issue, past trends were

analysed and the effectiveness of existlng action assessed before scenarios were developed

for future development.

wherever possible in quantitative terms. For

Targets were defined for the Year 2000 for each policy issue,

example, infant mortality is to be reduced from

8,5 per 1000 to 5 per 1000, and mortality from ischaemic heart dlsease in persons under 65 by

30 pey cent,
implication for education and training.

The next step was to work out the manpower requirements and their quantitative
Finally, in order to check on whether the policies

and strategies could be carried out within the limits of available resources, global cost
estimates or “a financial master plan” was made for the period 1986-2000,

The National HFA/2000 Policy document was widely discussed before presentation to

parlisment in the spring of 1986.
in the autumn of 1986 3 series of confereunces
proposed HFA policies and strategles,

The financial plan provides for nil growth in the health care system:

primary health care is fully compensated by a

expenditures are plamned to Increase by 1.7 per cent pex vear,

caused by changes in the morbhidity pattern a2

health care in GNP is expected to fall from 8.

2000. The average annual increases in health
are shown in the table below by sector:

The plan has been widely discussed since publication and

were held to discuss the major elements of the

The pollicy is Lo be revised evetry four years.

the increase in
decliine in the hospital sector. Total health
This increase ls mainly

a result of the aging population. The share of
3 per cent in 1986 to 7.8 per cent in the year
care expenditures for the period 1986 to 2000

Health care expenditure Morbidity Health Total

in 1986 in Dutch quality care

Guilder Milliouns system
Specialist services .8 0,5 0.0 0.5
Administration W5 0.5 .0 0.5
Drugs .7 0.8 0.0 0.8
Hospital care 20.5 1.4 =-0,1 1.3
Collective praventive care 0.8 0.5 1.01
Primary health care 5.9 Q.7 1.2 1.9
Tetal 35.2 1.1 ¢.1 1.2

* Financial survey of health and soclal welfare 1987, including a cost estimate
Ministry of Welfare, Health and Cultural Affairs,

1987-1990, Health for all peliey decument,
The Hague, 1986,




WHO/HSC/87.1
page 32

Chapter 5
FINANCIAL MASTER PLAN - SWEDEN®

Swaden 18 one of the few countries in the world so far to have drawn up a detafled
health strategy right up to the year 2000. Precisely with WHO's goal of health for all in
mind, the government brought into force a new Health and Medical Services Act on 1 January
1983, based on a policy of "good health and health care on equal terms for the entire
population”. And the vehicle to bring about the aim of the Act 18 a special project called
"HS 90 - the Swedish Health Services in the 1990s”,

HS 90 has already produced a large number of reports on different aspects of health
development. The pointe of departure and the guidelines presented in these reports colncide
with the strateglic health poliey drawn up by the European Region of WHO, And the main HS 90
survey = which dealt with health policles (preventive efforts), structure of the health care
system and staffing and education planning — formed the basis of a bill which was passed by
Parliament in Stockholm onm 7 June 1985.

Within the context of HS 90, Sweden's National Board of Health and Welfare has made
quantitative estimates of the cost and manpower requirements which the proposed structural
changes will ¢all for, This cannot exactly be regarded as a national plan, since cne key
factor of the health care system is itrs decentralization to regional authoricies, which will
have ¢onsiderable autonouy in finsncial matters. But the estimates at least give an
indication of the new direction to be chosen and the likely demand for resources,

Swedish health care {5 predominantly organlzed and financed by the public sector, Only
five to six per cent 18 contributed by the private sector and present planning rests on the
assumption that this proportion will be retained.

The new policy will devaote a larger proportion of resources to preventing disease and
injury; and it will emphasize development and expanzion of primary health care and encourage
the active participation of all sectors of society in tracking down health hazards,

The planners recognize that the shape of the future health care system must reflect the
corregsponding features of contemporary society, otherwise it will be out of tune and not
capable of achieving its goals. It pust therefore take note of the growing number of the
elderly, especlally the very old; this ig bound to Inerease the load on the health care
system and reinforce the need for efficient cooperation between the medical and the social
gsector, It muet take into agcount the limited economic growth rate, as compared to the
decades before the oil crisis, and changes in the employment situation. There will be fewer
posaibilities for “informal” care in the social network due to the Increasing participation
of women in working 1ife, greater numbers of people living alone and wore broken homes.

Urbanization and higher educarional levels, especially among the elderly, will lead to
changing expectations and behaviour among patients, which in turn will call for altered roles
on the part of professional carvetakers. Technological developments may create new
opportunities but may alse give rvise to difficult ethical problems and an altered scale of
priorities and changing attitudes and values — for instance, personal responsibililty and
freedom of cholce with repard to medical treatment, the quality of life and even death - may
easlly come into conflict with profesasional values and interests,

Congequently the HS 90 study envisages a profound change in the structure of the health
system. This change can be summarized as a general movement from specialized care in large
central institutions to primary cave and to health care in small local institutions, or the
home. The total number of beds will only be reduced by 11 per cent, but this conceals a much
more dramatic change in structure, since the number of psychiatric beds is supposed to
decrease by 50 per cent and the number of beds in country hospitals (secondary and tertilary
care) by 28 per cent.

The number of wvisits to doctors In outpatient care, on the other hand, 18 planned to
increase by 14 per cent. Even then, the average number of visits per inhabitant (3.7 by the
year 2000) will be low compared to most European countries,

* Firse published as "Sweden's plan for 2000" by Marten Lagergren, World Health, May

1986,
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Despite these redvctions, the costs of the health care system will continue to rise,
though at a far more modest rate than in the previous decades. This is, firstly, because the
reduced number of beds will inevitably have rthe effect that the remaining patients will
require move intensive care during shorter lengths of stay; so the number of staff per bed
must increage to cope with the more demanding préssure of work, Secondly, a dominant part of
the costs consists of staff wages, and wages are bound to follow the general development of
wages in soclety — that is, approximately the rate of economic growth.

Health care represented 7.8 per cent of Sweden's gross natiomnal product in 1983 and will
reach 8.0 per cent in the year 2000, Secondary and tertlary care (other than psychiatric) as
a share of the totral health budget will drop from the 1983 figure of 60 per cent to
48 per cent in the year 2000; psychiatric cate will fall from 17 per cent to 13 per cent;
and primary health care will rise from 23 per ceunt to 39 per cent,

There wil) be a significant change in the composition of staff to meet the new demands -

especially in outpatient care. The number of doctors and fully-trained nurses will increase
mote rapidly than the rest of the staff, In 1983, doctors represented 4.9 per cent and

nurses 21 per cent of the health personnel; in 2000, the fipgures will be 6.0 per cent and
24 per cent respectively, Auwiliary nurses will drop from 49 to 47 per cent, and technieal
and clerical staff from 25 te 23 per cent,

The HS 90 plan represents a very serious effort to change the structure of the Swedish
flealth care system inte 2 shape that is more consistent with the new goals as indicated by
WHO and as expressed in the Swedish Health and Medlcal Services Act., Decentralization means
that the actual development of cate will be to a large extent controlled by the regional
authorities - the county councils. Both these bodles have already shown firm determination
to pursue the agreed natiomal policy, These changes are slready getting under way, and thelr
effect will be to ensure that health care in Sweden will indeed resulr in “"good health and
haalth care on equal terms for the entire population” in 14 years' time,
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Chapter &
FINANCIAL MASTER PLAN - ZIMBABWE™

The wewly independent government inherited in 1980 a health care system heavily weighted
towards the urban areas and towards curative care and divided into two separate services of
very different standards — one for whites and one for blacks, Such facllitles as thare were
for rural health services were severaly damaged, undersupplied and understaffed as a result
of the war,

While in Harare infant mortality was 14 per 1000 among whites and between 30 and 50 per
1000 among blacks, it was estimated as 140 per 1000 in rural aveas rising to 200 per 1000 or
wmore in the most deprived areas, Up to one third of children aged 1-5 in rural areas wvere
undernourished. Whila 98 per cent of non-black children in Harare survived to age 5, in the
rural areas a quarter to a third were believed to die before that age. Among the most

important causes of death of children were dlarrhoea, pneumonia, measles, tetanus, malaria
and tuberculosis. Only about a fifth of babies born in rural areas recelved institutional

care. Even in “closed” government maternity units the maternal mortality rate was as high as
145 per 100 000 births. While the towns were well supplied with water and sanitation, 1t was
ostimatad that not more than a tenth of the rural population had such access,

In 1984, the Government published its strategy for health development. This was
followed up in 1986 with its Action Plan which specifies detailed targets for the next four
years and for the year 2000, outlines longer term developments and cests the plan for the
period up to the year 2000. For each priority health problem, spacific health improvements
were 1dentified, the technologles to be used were specified and the resources required were
guantified. The main thrusts of the Strategy are:

I The primary health care approach with preferentlal resources

II Integration of health with other fields of development

ITII Community involvement and democratization

IV A positive role for traditional practitioners

v Restructuring of the health care system from the base upwards

Vi Reorienting health workers

The National Health Service is based upon four levels:

1. Primary level, dependent mainly on Village Health Workers: 4500 are already trained and
a further 7500 will be trained by 1990, Already 300 rural health centres Wexe
functioning in 1985 and a further 266 will be operational by mid 1987,

2. The secondary level, giving support and supervision to the primary level. A major
programme to upgrade the district hospitals and teo bulld new ones has been launched,

A, The tertiary level {provinciazl), coordinating end directing the health sector activities
of the Districts,

4, The central level with the natiocnal referral centres and central policy-making.
Among the targets for the year 2000 are the following:
{a} To reduce infant mortality to 50 per 1000 and childhood mertality to 20 per 1000;

{b) To reduce maternal mortality to 100 per 100 000;

* Planning for equity im Healrh:; A sector review and policy statement, Ministry of
Health, Government of the Republic of Zimbabwe, January 1987,
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To inerease the rake up of ante-natal services and of deliveries attended by
trained personnel to 90 per cent;

To increase the percentage of children fully {immunized to B0 pet cent;

{e) To raise the parceatage of ¢children above the third centile weight for age to 100
per gent;

(f) To ensure all women have access to ¢hild spacing and family planning services as
well as adequate knowledge of their importance and the methodologies used;

(g} To comstruct 70 000 latrines and 7000 water points each year;

(h) To reduce the incidence of malaria by 80 per cent;

{i) To make Zimbabwe self-sufficient In the manufacturing of cowumonly used drvugs.

The Financial Master Plam was built up in five stages. The first was to cost
requirements for capital construction. The second was to caleulate the recurrent costs
arising out of these developments and the maopower training programme ngeded for the staff
requirements. The third step was to cost any actions specified in the detalled plan of
ascrion not included in the above, The fourth step was to project public revenue on the
cautious assumption that the same propotrtien of GDP was devoted to the public health services
in the year 2000 as the year 1985. The fifth step was to examine rhe potential revenue of a
compulsory health insurance scheme.

The conclusions of the financial master plan are as follows:

90 per cent of the additional expenditure required for health gervices is for primary
health care; '

Health sector spending would need to grow by gbout 80 per cent by the year 2000;
If the GDP grows by 5 per cent per annum as planned, both the expansion of the health
services and the water and sanitation programme can be contained without any incyease in

the GDP devoted to the health sector;

The potential yield of health insurance contributions is sufficient to make up a
substantial shortfall if the planned rate of growth does unot materialize.
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PART III - OPTIONS FOR MOBILIZING RESOURCES
Chapter 7
OPTIONS FOR PAYING FOR HEALTH SERVICES IN AFRICA
by
Germano M, Mwabu®
SUMMARY

"Health for all" will not be achieved by the year 2000 unless addirional resources are
recrulted for the health sectors of developing countries, The unmet needs for basic health
care cannot be satisfied through better use of the existing health facilities alone, The
most promizing domestic sources of additional health resources are user fees and uncommitted
community reaspurces, Uncommitted community resources are incomes of communities which are
not committed to the provision of basic needs, or to investments necegsary to sustain
existing standards of living.

Foreign exchange 1s a vital input in the provigion of health services in developing
countries. The mobllization of domestic resocurces for thae health sector without an increase
In foreign exchange inputs could lead to a fall in the quality of health services due for
example to a shortage of drugs., Ways of increasing the supply of foreign exchange need
therefore to be explored.

Two types of costs should be considered in designing health care delivery systems — the
costs of providing health services, and patients' costs of using the services., An
appropriate or cost-effective health care system is one that minimizes the sum of these
costs, It fs argued in this paper that, compared to alternative gystems, a community-based
health care system in which the government and the community share recurrent costs of health
services is the most cost-effective gystem. Cost—sharing arrangements in such a system would
include service fees, labour time contributions, prepayments for health services and
compunity-managed drug funds.

FINANCIAL HEALTH PLANNING
1, INTRODUSTION

The goal of good "health for all” by the year 2000 will not be achieved without a
substantial increase in resources for the health sectors of the Less Developed
Countries (LDCs). Addfitional resources sre required in these sectors to increase the supply
of preventive and curative health services, especially in the rural areas where, in many
LDCs, less than 30 per cent of the population is eovered with modern health services, Since
the Alma=-Ata Conferenmce of 1978, in which the concept of primary health care was given
International recognit{on, there has been much activity in the planning of rural health
servicez, However, this planning has largely been one-sided. It has focused mainly on the
administrative and technelogical aspects of health services delivery, e.g., on the optimal
sizes of Rural Health Units through which government health services are provided to rural
communities: and on the substitution of medical professionals by communfty health workers in
the provisien of preventive and basic curative services,

Financial planning — the planning of sources of funds, and how they might best be
utilized — has not received much attention from ministries of health in attempts to provide
primary health care, 1In order to ensure continuity of health services, and to achieve the
optimal utilization of the avallable facilities, health services managers need to have
adequate sources of funds and to know the health activity areas in which additional funds can
be used most productively.

*
Begearch Fellew, Institute for Development Studies, University of Nafrobi, Kenya.
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This paper explores alternative ways of raising funds for health sectors in developing
countries with reference to specific country experiences; identifies areas in the health
sector which require priority in the allecation of financial budgets; sketches a framework
for financial health planning; and discusses costs of alternative systems of health care
delivery in selected LDCs. A summary of findings concludes the paper.

2. SOURCES OF FUNDS FOR FINANCING HEALTH 3ERVICES

There are four basic sources of funds for health sectors in LDCs, namely, general
taxation; forelgn did and grants; wuser fees and uncomaitted community resources. 1In the
majority of LDCs, government health services are fimanced with revenue from general raxation,
with the foreign exchange component of these services being financed partly by foreign aid
and grants. This mode of health services financing énables most LDC governments to provide
modern health cate coverage to about 25-30% of the population. Te¢ expand this coverage,
additienal resources must be vecrulted for the govermment health care sector, One way to
obrain additional resources is by raising the level of general taxation and/ox by negotiating
for additional foreign aid, loans or grants. This alternative is unlikely to work for two
reasons. Firstly, many LDCs have very small taxable capacities from which additional tax
revenue cannot be generated without adversely affecting work incentives, For example, in
Kenya, the wage earners, from whom additional revenue can be raised, number approximately
1 million = about 5% of the total population. Taxable capacity could of course be increased
by ineluding non—wage earners (mainly self employed operators) in the tax net, but the cost
of tax collection would probably be prohibirive, Secondly, due to heavy international
indebtedness of virtually all LDCs, and because of their weak export performance, the LDCs
are unlikely to negotiate successfully for additional foreign exchange from international
financial instirutions, The LDCs' ability to raise substantial foreign exchange resourcas
for their health sectors, on the basis of the strength of their economies, is extremely
limited (see e.g., Lancaster and Willlamson, 1986),

In the light of the above, it appears that the maln hope for additional resources for
the public health sectors in LPCs lies in user charges, and in the uncommitted resources of
communities. These two potential methods of recruiting funds for health sectors in LDCs ave
explored in the ensuing sections.

2.1 User charges

User fees or charges, as a means of ralsing additicnal revenwe for public health
sectors, are accepted in principle in many LDCs, but their implementation has, in general,
proved to be very difficult. For example, Kenya's Ministry of Health Development Plan,
1984-1988; and the overall Kenya's Development Plan, 1984-1988, state that "... A fee will
be charged to patients in amenity wards, commensurate with the services rendeved. ——
Selective charges for hospital out—patient and in—patient medical services -—— will bea
introduced durimg the plan period.” (Stevens, 1984, pp. 50-31). 1In spite of the above
statements, selective user fees are far from being implemented in Kenya, The major problem
in their implementation appears to be a strong political commitment by the Government to
provide free medical services.

However, careful economic analysis sugpests that a political commltment for free medical
care for all may not be conducive to health services' efficlency and, contrary teo intuicive
observations, it may alse not be equitable. Carl Stevens (1984, pp. 4-5), in his report on
“Alternatives for Financing Health Services in Kenya", poiunts out that the introduction of
user charges in government health facilities would help raise the quality of the services
provided by those facilities. This is because the fees would both enable the health facility
managers to procure the necessaty inputs for the provisiom of quallty heath care, and also
act as an incentive for the facility managers to provide quality health care which consumers
(patients) would he willing to pay for.

Philip Musgrove (1986, p. 333) argues that user fees would be useful in reducing
unnecessary or frivolous demands for medical services, thus making It possible to save more
lives without an increase in the supply of the available medical services, User charges
might also promote equity because, 1f they are charged selectively, say, to the urban
population that is close to quality hospital care, they would raise the cost of hospital

1 the basic assumption here is that #n expansion in health care services will lead to
an lmprovement In health status,
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care, making 1t approach the cost for rural resjdents who must pay significant transpert and
time costs to obtaln free treatment in urban-baszed hospitals. Thus, te borrow

Philip Musgrove's phrase, ugser fees would tend to create a situation of "equal probabilicy of
receiving care when it is needed” between rural and urban populariens. It has also been
demonstrated (Mwabu, 1984, pp, 229-230) that imposition of user fees in rural public cliniles
can be redistributive in favour of low income households. This possibility however depends
critically on two assumptions. The first assumption Is that the revenue from user fees would
be uged to improve the quality of the gervices provided by the public ¢linics - largely by
supplying them with enough drugs. The second assumption is that the imposed uger fee would
be affordable by the majority of the rural population. Under these assumptions, low lnconme
households would benefit more than high income householde from the improved services of say,
rural dispensaries, because they would use these services proportionately more than high
income households, The reason for this Iis that before services of rural dispensaries are
improved, rich households are able to get medical care from alternative scurces e.g. district
hospitals. Thus, high fncome households would not need the improved dispensary services as
much as low income households, and hence, thelr demand for these services would be lower than
that for low income households.

Even though LDC governments are reluctant to impose user fees in public ¢linics, there
are a number of examples in LDCs where user charges for publicly provided medical services
have worked quite well,

Bekele and Tewis (1986, pp. 116-119) point out that user charges for government medical
gservices in the Sudan have not only managed to provide more revenue with which additional
services can be supplied, but have also improved the quality ¢f, and demend for, publicly
provided medlical services. The major Iinrovation in the fee-for-service scheme in the Sudan
15 the evening government clinics which charge for thelr services, The evening clinics are
simply the government clinics in the urban areas converted into payving c¢linics during the
evening hours. Between 8.30 a.m. and 2.00 p.m., these clinics provide free medical care, but
between 6.00 p.m. and 9.00 p.m., they charge for their services.

The general principle that appears to emerge from the evening clinic experiment in the
Sudan is that if user fees in public ¢linics are imposed according to scales which differ by
time of day, it might be possible to promote simultaneously the objectives of equity and
efficiency in the provision of medical services, It should be noted that Bekele and Lewls
also found that the selective imposition of user charges for hospital services ia the Sudan
was conducive to better quality care; 4t discouraped frivolous demands for medical
services; and in addition it raised gubstantial amounts of revenug without significantly
reducing the demand for health services. This result, however, rests on a further finding
that hospital care in the Sudan i1s price inelastie, i.e., patients' utilization of hospital
services i1s not very sensitive to the costs that they pay to obtaln those services. (Bekele
and Lewis estimate that the momey price elasticity of demand for hespital care in the Sudan
if approximately -0.13).

Studles in other countries lend support to the hypothesis that user charges for public
hospital services would raise additional revenue for the Government (the Ministry of Health)
without appreciably lowering utilization levels for these services., A survey of ten health
institutions in Honduras found that a price of US$ 4-5 per visit to a hospltal did not
discourage patients from using hospital services, However, higher visit prices led to fewer
people using hospital services (Gzllen and Rinehart, 1986, pp. 832-833). A similar pattern
was found in Brazil, Hewever, revenues from user charges did not cover more tham 11 per cent
of the cost of hospital care, Gallen and Rinehart further repert that in Zaire, evea when
the average coat per visir is the same, the rate of ¢linic vrilization is different depending
on whether patients are charped a fixed fee for each visit they make for an illness, or are
charped & single fee for a given 1l1lness irrespective of the number of times they visit a
clinie, Clinics that offered initially higher fees, but offered free follow-up care, were
util4ized more than those that charged lower fees for each visit.

The general principle that appears to be supported by this specific Zairean case is that
user fees should be imposed by type of illness, and not by stage of an i{llness. That is,
patients should be charged only for first visits with the amount charged generally differing
by type of fllness.
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A recent study in Kenya (Iklara and Kimani, 1986) has shown that the majority of Kenyans
are willing te pay for publicly supplied health services, provided that they are of

gufficient quality., This is evidenced by the fact that many Kenyans are already paying
substantial amounts of money for medical services in the non-government health sector,

Table 1 below shows the proportion of out-patiests paylng for consultation and drugs in
non—government health facilities,

TABLE 1. TPROPORTION OF THE INTERVIEWED PATIENTS PAYING CONSULTATION
AND DRUG FEES IN NON-GOVERNMENT HEALTH FACILITIES

Province Less than Shs. 3-100 Shs, 101-5300 S$hs, 501+

5/ (%) (1) (%) (%)
Central 0,00 39,87 8.78 4.73
Nyanza 1,22 47,56 3.66 1.22
Western 0.00 57.00 5.00 ¢.00
Rifr Valley 1.38 29.17 11,11 0.00
Eastern 0.00 51,22 4,88 2.44
Nairobi 0.00 20,69 10.33 0.00
Coast 0.00 © 15,00 15,00 0.00

Percentage of patlents
attending non—government
health facilities (N=291) 0.7 70,8 12.7 3.1

NB: 1 US dollar is approximately 16 Kenysn Shillings.

Source: Ikiasra and Kimani, Table 11, p. 99.

As can be seen from Table 1 the fee paid by the majority of patients (71%) who sought
medical treatment outside the governmeat health sector, ranged from about Us$ 0.30 to
$ 6.00. Only a small proportion of patients paid treatment fees exceeding Kshs.100
(approximately § 6,00). This finding suggests that unless fee setting takes into account
patients’ willingness to pay for medical services, fees would discourage health facility
gtilization, Thus, once a political decision to charge for medical services is made, the
next critical question to answer is: what is the best structure of fees to charge? This
question has Tecently been examined theoretically by Fhilip Musgrove {1986), but research is
neaded to answer it in a practical mannex.

The preceding discussion points to the faet that when properly instituted, user fees can
generate substantial funds to finance the expansiou of government health services. However,
cince it 15 common knowledge that people are generally unwilling te pay for preventive health
services, funds to finance these services cannot be generated through user fees,

2.2 Uncommitted community resources

Apart from user fees, uncommitted community resources are ancther potential source of
additienal funds for the health sectors of LDCs, By uncomsltfed community resources we Dean
the resources available to the households for discretionary use — that 1s, rescources which
are not committed to meeting the basic survival needs of households. Uncommitted community
resources are not merely a community's saving, because part of that saving might be committed
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to investments required to sustaln the prevailing standards of living. Uncommitted resources
might consist of money, time, and assets such as land, livestock, etc.

The concept of community financing, as 15 currently used in the health services
financing literature, is not very helpful in practical finanecial health planning because it
15 not used im relation to uncommitted community resources. The question that naturally
comes to mind is how may the size of uncoumitted resource in a community be astimated, and
what methods can be used to induce the community voluntarily to release some of it to the
health sector?

One practical way of estimating the amount of 2 cowmunity’'s uncommitted resource ig to
gatimate its expenditure on luxury jitems, Obviously, what 1s a luxury ltem will vary from
one community to another, and observers from outsfde the community are likely to have great
difficulties in identifying it, Nonetheless, In consultatien with key informants in
communities, it should be relatively easy to identify luxury Items for specific communities.
For example In a community in Western Kenya, luxury items might include wrist watches;
motor-vehicles; processed foods, certain types of social festivals; tourist trips outslde
the community; and so on, Once these items are identified, a random sample of households
from the commmity can be selected, and their expenditures on items designated as luxufies
can be determined. The expenditure on these items would then be an approximation of the size
of uncommitted resource in the community. WNotice that time expenditure is a component of
expenditure on luxuries, and will have to be couverted into momey expenditure. Thare are
problems in doing this {of placing monetary value on households' time), but encouraging
progress has been made in resolving the methodelogical and theoretical issues involved (see
e.g. Wang'ombe (1984)).

Objects of luxurious or discretionary expenditure in a community can alsc be detected
using formal methods of economic analysis, such as regression analysis. Demand equations for
mzjor goods and services purchased in the community can be estimated. Goods and services
that turn out to have demands that are highly elastic with respect to income can then be
considered as luxurious items, In other words, these are items for which purchases Increase
proportionately more than proporticonate increases in households’ income. In less precise
terma, they are items that households would buy only if their income levels are such that
they are already buying goods and services that are necessary to satisfy their basic needs.
Once demand equations have been estimatred and luxury items identified, total discretionary
expenditure in & community can be determined for any given level of income. Thie formal
method of determining the amount of uncommitted resources 1ln a community has the advantage
aver the method deseribed easrlier because, after estimating demand squations, one only needs
to know the community's income to compute discretiomary expenditure. The required data can
be obtained from the national household data sets available in planning ministries of many
LDCs, 1In many instances, there would probably be no need to conduct mew and very expensive
household surveys.

After the amount of uncommitted community resource has been estimated, the next critical
gstep in financisl health plamning is to consider how this resource can be mobilized for the
health sector, More specifically, the issue is how the uncoumirted resource can be harnassed
in a voluntary manner, to finance certain health care services.

Russell and Reynolds (1986, pp. 17-22) discuss the following methods of inducing the
community to finance specific health services,

{(a) Personal gservice fees, These are fees for the services rendered by health workers,

They differ from user charpes (or fees) in that they are meant primarily to meet the
opportunity cost of the time of the person providing the service; however, as in the case of
user fees, they can also be used to cover the costs of drugs and medicines, Community
resources mobilized through persoual service fees are also commonly used to support community
health workers., However, this method of resource mobilization has the disadvantage that it
generates funds mainly to support community-based curative services because, as wasg pointed
out earlier, people are generally unwilling to pay for preventive health services. It should
be stressed that in order for personal fees to succeed in mobilizing the uncommitted
community resource for the health sector, they must be levied according to peoples’
willingness to pay for the health services that the fees are intended to support. But how is
willingness to pay to be determined? Briefly, this can be dene through househald surveys;
details of the determination of willingness to pay for medical care is outside the scope of
this review,
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(b) Drug sales, This method of extracting uncommitted community resource invelves the
selling of basic drugs in specific communitles., The drugs are stored in community pharmacies
ot in general retail shops. The initlal stock of drugs can be established through s grant to
the community which is replenished through a revolving drug fund: the proceeds from the sale
of drugs are used to purchase new stocks, A revolving drug fund should be particularly
attractive to the community 1f the prices of the basic drugs made available by the fund are
gset below those of similar drugs iln private pharmacies by using veluntary labour for
dispeunsing them or subsidizing prices with public funds. The public subsidy to community
drug stores would be a device for inducing the community to spend part of its uncommitted
resource to finance the cost of drugs that are needed for primary health cave. In other
words, the subsidy is an institutional arrangement between the community and the government
for sharing the cost of drugs in primary health care.

(c) Personal and production-based prepayments. These health-care financing arrangemeuts
invelve paving for health services before an illness occurs, Health services prepayments dre
a form of insurance. Personal prepayment and production—based prepaymeut differ from one
another in the following way. In persomal prepayment schemes, hougeholds ot individuals
contribute directly (in cash or in kind) to an insurance scheme, In production-based
prepayment programmes, households or individuals contribute to the insurance scheme through
levies on the output they sell.

The prepaid health services are equally available to all members of the scheme
irrespective of differences in thelr illnesses, health status, or ability to pay. Thus, in
health insurance schemes, healthy individuals subsidize the sick because the health services
they pay for are used by those who are sick., Prepaid health services schemes are reported to
have functioned successfully in Indonesia and China. In Kenya, there appears to be great
potential of financing health services through production-based prepayment schemes because
the majority of small-scale farmers are members of cooperatives. But, unless some nowinal
fees are imposed at the time of use, prepaid health services are likely to face problems of
over—utilization.

(d4) Community and individual labour. This {5 labour that the community eor individuals
volunteer for health activities., Community or communal labour might be volunteered for the
construction of dispensaries, the building of latrines or improvements in environmental
ganitation. Individual labour might be volunteered fot immunizatlon campaigns, health
education, and the distribution of family planning materials. Although voluntary labour can
be used to lower both the recurtent and development expenditures of primary health care, it
is known to be difficult to sustain for a long time. However, an experiment in 2
¢community-based health care scheme at Kibwezi in Kenya (operated by the African Medicel and
Research Foundation, Wairobi), showed that when properly tecruited and trained, unpaid
community health workers can be retained on health acrivities for a long time (zee
SIDA/MOH/AMREF (Kenya), 1985}.

(e) Community contributions, These may take a variety of forms e.g, cash, materials, land,
and livestock. In some communities, a substantial smount of resources c¢an be mobilized
through fund-raising. In Kenya, for instance, many dispensaries have been bullt with
self-help (“Harambee™) contributions (see e.g., Mbithi and Rasmusson, 1977}. Community
contributions are commonly used to finance expenditures such 2s the construction of health
facilities.

The extent to which the above methods will succeed in mobilizing community resources to
finance health services depends on four key factors, namely:

(1} The community's understanding of the reasons why it should countribute to finance health
gservices which were previously provided free of charge;

{2) The type of health services to be financed;

{3) The level of training of those invelved in the menagement of the mobilized resources in
gugh skills as book—keeping, budgeting, inventory planning, etc.; and

(4) The type of supervision and support that is provided to community health care financing
schemes by the Ministry of Health.
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The fourth peint sbove is extremely iwmportant because a community will often need outside
assistance for its health care finanecing system in such matters as budgeting, financlal
control, and planning. This sort of assistance can be provided by officials of the Ministry
of Health through short—-term training courses for thoese invelved in the management of
community health care financing schemes such as the revolving drug fund.

2.3 Summatry

This section svmmarizes and comments on basic issues related to uwser fees and
uncommitted community resources azs sources of additional funde for health gectors in LDCs,

Selective user charges on health services, 1.e. charges that are imposed only in some
health faecilities; or In certain periods of the day; in specific geopraphic regilons or for
certain health disorders, are a potential sources of additional funds for the health
sectors, However, people's willingness to pay user fees depends eritlcally on whether they
congider the services on which fees are imposed to ba of sufficient quality, Health service
quality has three major dimensions, The first ig the patients' subjective perceptions, or
attitudes, on what quality health care should consist of. The second is the gquality of
medical Inputs (as judged by health professionals) which are used to provide a particular
health gervice. It should be noted here that consumers (patients) may not agree with health
professionals’ rating of the quality of a particular health service. The third major
dimension consists of the behaviour and attitudes of health workers toward patients.

All the agpects of health service quality mentioned above affect people's willingness teo
pay for health services, and hence the amount of revenue that ¢an be raised through user
fees. Thus, the issue of health service quality (objective and subjective) should be given
careful attention in the desipgn and implementation of user fee schemes.

Uncommitted community resource is a2 useful concept in evaluaring a community's potential
to participate in the financing of health services. Uncommitted community fesource can be
approximated by expenditures on luxuries. Ways of harnessing some of this resource for the
health sector include service fees; drug sales; prepayments for medical care; community
lahour; and community contributions.

Before concluding, & point of fundamental {mportance regarding the relationship between
mobilization of domestic resources for the health gector, and the quality of health sexrvices
should be mentioned., If foreign exchange is g binding constraint in the provision of health
services, then mobilization of additional domestile regsources for the health sector could lead
to g fall in the qualiry of the health services provided. This is because as more health
faciliries are builr, e.g., through communal labour, the complementary inputs, such as drugs
{that must be procured with foreign exchange), may not be available in sufficient quantities
(see David Dunlop and Mead Over Jr,, 1985), This sugpesrs a need to compute a desired ratio
of domestic health care inputs to foreign Inputs, This ratio would be ugeful 1a Indicating
when a given country 18 mobilizing an excess of domestic health care resources relative to
the available foreign exchanpe inputs., The ratfi¢e would also be helpful to forelgn donors
interested in assisting those LDCs which are most severely constrained by foreign exchange
shortages in thelr primary health care programmes, Thus, 1f additional domestic respources
for the health sector are to have thelr intended impact of improving health status, they
should not be mobilized or planned in isolation from the complementary forelgn inputs that
are required in the provision of primary health care.

@
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Chapter 8

THE ROLE OF NONGOVERNMENTAL ORGANIZATIONS IN THE
HEALTH SECTQOR OF THE PHILIPPINES

by

Concepcion P. Alf{ler*

Introduction

Like most developing countries, the Philippines 15 confronted with the pereanial dilemma
of how ro service the needs of an increasing population with very real resource limitations.
These constraints however have not diminished in any way the commitment to health for all,

By adopting innovative approaches, there are means by which national health goals can be
achisved within what countries can realistically afford. The Philippines continues to aspire
for this goal as it searches deeper and deeper to mobilize the resources to support its
efforts.

Nongovernmental and private voluntary organizations (NGOs and PVOs) fipure prominently
in the health scene in the Philippines, Thelr humanitarian concerns have drawn them to
depressed comminities who have little or virrually no access to public health services.
Responding to the pressing needs of poverty stricken individuals and areas, piconeering
Philippine doctors, church and academic-based nongovernmental organizatlons and some
provincial officials of the Ministry of Health, have launched their own community-based
health programmes, embodying the principles of primary health care, many years before this
approachlwas formally adopted by the Philippine government in 1979 and implemented natlonwide
in 1981,

Thus, by the time the government implemented primary health care acrogs the country, a
number of rural communities with community-based health programmes already had lecal health
teams and village health workers who had undergone training on preventive health care, common
digeases in the community and in community organizing processes. These village health
workers not only appreciated the value of indigenous ways of caring for the sick but were
also sensitive to the demands of local culture and the economic realities that prevail in
thelr communities,

The structure of the paper

This paper will examine a new and lesser known dimension in NGOs' and PVQs' Lnvelvement
in health acrivities ~ the financing aspect. 1t will attempt to deseribe the role and
respongibility of these orgeanizations in financling health activities bys (1) reviewlng
accounts of NGO/PVO experiences in health in general and in health finanecing in particular
and {2) documenting health financing schemes of selected NGOs which operate in certaln parts
of the ¢ountry paying particular attention to (a) the kind and amount of resources mobilized,
(b) the mechanisms for managing these resources and (c) the problems and issues that the
adminisztration of these schemes ralse.

This paper consists of four parts. The first briefly describes the methodology for
gathering data for the study. The second discusses the inereasing presence of
nongovernmental and private voluntary organizations in health and other social development
aetivities in the Philippines, their role and relarionship with government. The third part
focuses on three smell cases which describe in some detail the health financing schemes of
existing programmes of NGOs. The final section of the paper will attempt to summarize the
insights and implications of the nature of the financing schemes described and the role of
NGOs in financing the delivery of health services,

* Associate Professor, University of the Philippines, College of Public Administration.
We are grateful to Ms Rose R. Cordero for her highly competent research assistance in the
prepavation of this paper.
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Methodology

Primary and secondary data for this study were collected from a number of sources:

published matevials, documents and project proposals, and interviews with knowledgeable
individuals, Ministry of Bealth personnel and key administrators of NGOs whose financing

gehemes are discusged in the third sectlon of thils paper,

Funds mobllized by NGOs are essentially of two kinds, The first are funds to finmance
day-to—day operations (maintenance ¢osts) plus money provided to apable them to conduct
particular activities which particular doners favour {time-bound grants), The second ave the
funds generated by the people in communities where NGOs have organized community o
clinie/hospltal-baszed programmes in health.

Both types of resources are the concern of this paper. But time ¢congtraints and the
reluctance of some NGOe to disclose these aspects of their operations kept us from acquiring
substantial information on the first kind of resources, Moreover, we chose to spend time
seeking out NGOs whose programees had some form of a local health financing scheme
incorporated in it.

The cholce of NGO programmes whose financing schemes ave documented for this paper was
prompted essentially by one majer criterion: Does the programme have any mechanism for
raising funds to support health services? The state of information on NGOs ia the
Philippines is still such that there is no ready source of information on the nature of the
programmes they undertake and much less on the financing aspects of these programmes, For
this reason, we spent some time identifying health pregrammes with some health financing
schemes, We were thus glad to know of the schemes incorporated in the thres programmes we
have chosen to discuss. IL must be stressed that these programmes are only illustrative of
some financing mechanisms that NGOs utilize at the moment. The absence of any systematic and
organized information source prevented us from determining the possible universe of this
study, It is possible that some NGOs may have projects which use other means of providing
financial support for health services which are not documented in this study.

How does this report define its two central coucepts: nongovernmental organizations and
health financing? Health finaneing will be used to refer to the “raising of resources to
support or pay for goods and services” to meet preventive, promotive and curstive health
heeds of indlvidusls and of a community. This definition covers commmity financing of
primary health care — the mobilization of resoutrces by a community tg support, in parzt or in
full, basic preventive and curative health services for its members,

Nongovernmental or private voluntary ¢rganizations refer to non—profit and voluntary
agencies which are formally structured, i.e., have a legal existence, with an agerating
system and whose aims arve essentially those of promoting humanitarian concerns. NGO= and
PVOs tend to focus thelr services on marginal groups such as farmers, fishermen, gsquatters,
women, tribal minorities and youth. They likewise ewphasize the setting up of people's
organizations, and promote gelf-reliance and participation among their targef groups.

The role of nongovernmental otrganizations in healrh

‘The phenomenal growth of NGOs invelved in health and health-relared activities in the
Philippines is clearly manifested in such indicators as (a) the marked increase in their
number as suggested by the publication of a number of directories of NGOs, and (b) the
growing literature produced on thelr activities.

4 seminal study on the country's rural health care delivery system In 1978 identified
about 98 community-based health programmes operated in various parts of the country by
chureh=-based nongovernmental organizations, private voluntary organlzations, educational
tnstitutions and by government.? By October 1983, the Philippine Business for Social
Progress had produced For the Ministry of Health, a directory of NGOs in health which listed
some 204.% In 1982, the Ministry of Health itself conducted a survey of NGOs in primary
health care and identified some 331 organizations.’ Of this number, however, only 77
raesponded to the questionmairve distributed for the survey.
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In 1985, the Philippine Partnership for the Development of Human Resources in Rural
Areas (Ph1lDHRRA), a national network of nongovernmental organizations in rural development
work produced its own directory of 88 NGOz ie rural development, 45 of which consider health
and nutrition as one of their major concerns, Culling data in this directory, CENDRRHA'g
Development Memo described these BB NGOs in the following terms:

{a) Mostly young organizations founded after martial law was declared in 1972, although
a few started as early as the 19503,

{b) They are generally of two types: (1) community-based NGO= which provide direct -
agsistance to the target groups, and (2) servicing WGOs that do not engage in direct
organizing work bhut provide specific services such as tralning, research or agricultural
extenzion services,

{c) Community-based NGOs' operations are usually limited, Most of them cover less than
ten non—contiguous villages located in different regions and provinces. )

(d¢) Staff-size {8 small, averaging between 10-20 gtaff members, There are usually
galaried staff but some have a mixed complement of salaried staff and volunteers,

(e) NGOs services are either given free or subject to low charges., For their
resources, NGOs tend to rely on local and foreign funding agencies for operational and .ﬂ
malntenance needs.?

This characterization parallels the findings of the 1983 Ministry of Health (MOH) survey
of NGOs in primary health care. !0 This sutrvey chowed that among the 77 respondent NGOs,
36% were established batween 1973 and 1978 while some 15 (20%) had been in existence for more
than 20 years. Some 42% of the respondents indicated that thelr staff size ranged from one
to ten personnel.ll The MOH survey disclosed that NGOs relied on donations/gifts/
sponsorshipa/grants for thelr main source of funds, Aside from these, some rely on
investments, income-generating projects, endowment funds and assigtance from other
government/foreign funds.

Questions on their net assets revealed a broad range from P100,000,00 ro P5,000,000.00
with 26% at P100,000,00 and a further 26% wirh the range P1,000,000.00 to P5,000,000.00. A
little over a fifth (22%) ser thelr assats as between P100,000.00 to P500,000. Some
9 respondents assessed thelr assets as falling in the P100,000-P500,030Q0 bracket while 8 (12%)
indicated that their net assets would be at the P5,000,000,00 level.lZ

What do these NGOs usually provide for their clients? More than half of the NGOs (38%)
claim that they provide both services and funds, 17 {(25%) say that they provide funds only,
while 16% answered that they provide services alone. On the nature of services they support
financially, 75% indicated that they fund technical assistance, over 407 fund logistics, 35X
provide funds for drugs and some 31% fund income-generating prafects. A fifth provide funds .‘
for infrastructure projects and for the distribution of relief.

Only 40 NGOs estimated the percentage ¢f thelr total budget allotted for healeh
actlvities in 1982, GSome 287 claimed that 51=75% of the total budger was used for health
projects, A gmaller group (15%) set asfde more than 75%7 of their budger for health
activities alone, while 22% allotted less than 10% of their total budget for health, 14
Considering rhe wide ranging financial bases of the NGOs covered by the survey, the .
percentage of their budget allotted for health may be misleading unless related te the size
of thelr annual budget.

kespondent NGOs' jinvolvement in health activities were classified broadly into four
categories: health service, healrh research and development, the production of health
materials and health manpower development. Allowlng for mulriple responses to these
questions, health services and health manpowey development recelved the highest responses,
Of those who are in health manpower development, more than half were training health
professionals and auxiliaries while only six focused solely on health auxiliaries. The
particular health services rendered were as follows; health education {79%2), maternal and
child healrth (74%), family plamming (64%Z), immunization (47%), treatment of common disease
and injuries (64%), promotion of proper nutrition (59%), prevention of locally endemic
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digease (51%), provision of medical drugs (46%) and adequate supply of safe water and
sanitation (39%). Of the remaining health activities, the most popular were education and
community organization.

Honsgeholds in the lower economic classes are the main target clientele of almost all of
the NGOs although a majority of them also view the middle classes as part of their clientele
group, A third of the NGOs service migrants and about the same number care for cultural
communities.

When asked to assess thelr strengths as organizations, the NGOs consldered themselves
proficient in training (65%), service delivery (61%), research (54%), use of innovative
techniques and activities (24%) and production of information and educational campaign
materials (11%Z), On their perceived ateas for improvement or assistance, 43% cited problems
in administering projects, particularly with regard to financing, fund-raising and
logistics.

A review of Philippine researches and experieuces on primary health care and related
approaches showed that NGOs have produced considersble materials for the training of
community health workers and for organizing and implementing community-based health
programmes.lg Personal accounts of medical practirioners, community organizers, furses and
other personnel in these programmes offer another rich source of insights. NGOs' expexilences
and learning in the processes of organizing, training, deploying community health workers,
and in getting the community to assume more responsibility for carrying our the programmes
themselves were considetred valuable inputs into the evolution of the government's strategy as
the latter launched 2 nationwide primary health care programme,

To share learnings in this field, dialogues between NGOs and government representatives
have been deemed necessary, But for some reasons, this proposed coming together did not
materialize as easily as expected. A strained relationship emerged between some NGOs and
government. There seemed fo be a mutual distrust caused largely by differences in NGOs and
government's assumptlons and approaches in their methods of delivering social services and a
lack of appreciation of each other's policies, intentions and long run plans and
responsibilities,

One of the sources of tension between government and some NGOs 1g the asgumptions made
by the larter about community organization proecesses. Some NGOs explain poverty in rural
communities as a manifestation of the people's sense of powerlessmess. To counter this
deprivation, people must therefore empower themselves through collective actien, setting wp
people's organizations which they must manage themselves, This philosophy of ovganizing is
held suspect by some government sectors since it may imbue communities with a wore
politicized view of their environment and may cause them to regard government in 2 negative
1ight, It must be stressed though that government dees not milstrust all NGOs nor do all NGOs
refuse to work with govermment. A few NGOs do support government and some cooperate with the
latter on a case—to—case basis,

Despite these difficulties, the strengths of NGOs as alternative ways of extending
social services like health to depressed communities are well known, Foremost ameng their
sources of organizational strength are their (a) capscity to respond quickly to unmet
oritical needs of disadvantaged populatioms in any part of the country, (b) their
flexibility, innovativeness and sense of purpose which emanates frow their relative autonomy
and freedom from formal sontrol, (c) their having access to external financlal and material
resources which can be efficiently managed in small ovganizations.

In her agsessment of NGOs implementing primary health care programmes in the
Puilippines, Carifio cites at least four clear advantages of WGOs over governmental units.
First, their community-tailored activities provide them & greater potential for
rasponsiveness to peculiar community needs. Secondly, they have committed staff who find in
the programme an outlet for their missionary zeal. Thirdly, they are freer not only to make
innovations in their approaches but also in thelr analyses of how the greater soclal
structure affects people's living conditions, Finally, their holistic approach which is
strongly process oriented puts less pressure on them to show results and puts them in a
better position to undertake preventive and promotive health care, while also attending to
curative needs,
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Nongovernmental organizations also have their own share of weaknesses which Carifio
identifies: their concera for process tends to make them underestiwmate the value of
indicators or targets; in their desire to be truly responsive to immediate community needs,
health can take a hackseat to other demands; there is a tendency for strong personalicies to
prevail even over supposed collegial and democratic structures of NGOz, While they have
proven effectiveness and sustainability over time, their efforts sud effects tend to be
confined to semall areas.

NGOs need to work out how they can best relate with govermment without sacrificing their
flexibility. The partnership that must be achleved is still to be forged. Happily, a closer
working relationship may now be achleved in view of the Ministry of Health's attempt to
involve NGOs in their investigative task forces as well as in their Coordinating Council for
Health Concerns through which the cooperative efforts of publie, private and non—governmental
organizations in health are to be coordinated.

Three examples of health financing schemes

While the literature on NGOs' involvement in health service delivery has grown
considerably, much of 1t discusses the processes of organizing and training community health
workers and the complex social dilemmas confronting medlcal professionals as they work uvnder
conditions of scarcity in depressed communities, Very little of the literature, 1f any at
all, documents particular financing schemes developed to support health services provided teo
the community. This may simply be becauze few such schemes exist.

The three schemes whlch we have documented are essentially income-generating projects
with part of the income set aside to support community health services., They are based on
the view that poverty underlies most of the health problems in depressed areas, Thus poverty
alleviation through income-generating projects is seen as a logical component of health
{ntervention. For instance, the UNICEF's income-generating projects decigned for poor
families with children exhibiring health and nutritivnal deficiencies would fall under this
category., One of the 13 UNICEF-assisted nutrition snd nutrition-related projects with
built-in income generating components is the Loan Assistance Programme being carried out by
AKAP, a nongovernmental organization which implements urbsn and primary health care
programmes and trains health professionals to engage in community-based health activities in
poverty stricken areas, AKAP's Loan Assistance Programme provides community health
workers/volunteers with seed money for small family business such as wmanaging a general
store, food hawking, bag making or a simple “"buy and sell” effort. AKAFP's mEdiﬁﬁl staff who
work with these health workers supervice and monitor thesce economic activiries,

The Tnstitute of Primary Health Care's (IPHC) Community Capabiliry Bullding Yroject*

The Institute of Primary Health Care of the Davao Medical School Foundation (DMSF) ls
{uternationally known for its Katiwala project. The word "Katiwala" 1s derived from the
Filipino word “tiwala” which means trust. As originally conceived, the Katiwala programme
was basically a health intervention programme that sought to establish a continuing mechanism
for primary health care in the community through four specific activities: (a) the tralning
of community-selected and community-based health workers in curative, praventive and
promative aspects of health care; (b) the disseminatlon of health and nutrition information
to the community through mothers' or family classes; (c) the continuous ldentificarion of
the community's changing needs and the mobilizatlon of local rescurces for meeting these
needs; and (d) the determination of local socisl services which are not utilized by the
community becsuse of its unawareness of the availabiliry of these services.

From its origins as a free medical clinic in 1967, this programme has gone through four
stages, In the first stage, from 1967-1972, it offered free or partly subsidized medical
services to the urban poor in the city of Davao, Mindanas. On realizing the negative effects
of doleouts, it decided to train communiry health workers (Katiwalas) (1972-1976). 1In its
third stage, 1976-1979, it saw the value of community organizations and started its rural
outresch effort, It was during this stage, that the Davao Medical School Foundation was
formed through an ecumenical comsortium of two academic lnstitutioms, two kospltals and the

* We gratefully acknowledge the insights/information we got from our talks with
Pr Trinidad de la Paz and M= Sony Chin of TPHC,
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Development of People's Foundation (DPF) which was conducting training for the Katiwalas,
The Katiwala programme of the DPF became the responsibility of the Institute of Primary
Health Care (IPHC) which became one of the four operating units of the Davae Medical School
Foundation, At this stage, the IPHC strengthened the community organization component of the
Katiwala training programme and established linkages with government offices through the
intervention of a specialized international agency. From this stage the programme moved on
to its fourth stage, the community building stage where it chose fo go beyond the concern of
health in its community efforts, This decision was prompted by the realization that
regardless of its interventions, the social problems which the programme sought to address
continued to persist. The programme staff discerned that the basic economic difflculties
confronting the communities continued to reverse advances achieved in other fields.

Since 1980, the IPHC has widenad the ambit of 1ts concern to other community activities
such as training of farmers ir basic farm management, conducting continuing education
gessions for livelihood programmes with topics such as feasibility studies for small business
and simplified bookkeeping., Idle mothers and community vesidents who showed interest in
acquiring skills were trained and givea the initial capital necessary to start a small
business under a small handicraft programme. As it ventured into othex fields, the programme
gradually transferred health care responsibilities to the individual families under the
home-based health record system which was introduced by the Katiwalas.

The IPHC Community Capability building activities inelude family and community dialogues
where aspirations are presented and barriers to these aspirations are determined by the
group. Common aspirations imcluded sending their children to school, eating three meals a
day and increasing income, Since a basic barrier to their aspirations is the lack of
income-ptoducing opportunities, income—generating projects which the community can undertake
are identified and financial assistance is given through communirty credit groups.

There are two types of community credit groups; those formed by urban families and
those composed of members from rural households. A eredit group may consist of 5 to
19 members, Bach group formulates its own rules and agreement as to how it will lend to
members and for what activities, In 1984, there were & ¢redit groups with a revolving fund
of P1,000 to P1,450 to lend to its members. By 1986, there were 26 guch groups with an
average lending base of P1,500 and a total of 7241 community members using the financial
assistance extended by the community credit groups.2 Members can borrow a minimum of
P200.00 and a maximum of P400 for such family enterprises as dressmaking, tailoring, the
purchase and sale of fruits and other foodstuffs and the selling of native delicacies. They
charge a 10% interest on loans given to members.

Out of the earnings of the fund, the group sets aside P5.00 per day from the net profit
for a community health fund. Apart from this amount, the community credit group members pay
mouthly dues of P5,00 per member for an emergency fund. The community health fund may be
used for health needs which the group determine for themselves, This may include provisiom
of water, procurement of water—sealed tollets and provision of dental and msedical care.

A rural credit group composed of farmers, on the other hand, applied for a loan of
F11,000.00 from the IPHC to mateh P3,000 of their own funds for the purchase of a second-hand
corn miil. The IPHC loam is to be repald within 2 years with an Interest of 5% per annum, A
social development fund will be establighed from 5% of the net Iincome of the corn mill plus
the 57 interest for the loan frem the IPHC. This social development fund wmay be used for
such needs as the construction and repair of a water system for the community, improving
existing vegetable gardens, or to finance part of the training costs for velunteers such as
the Katiwalas. Support for part of the training costs may come in the form of paying for
half of the cost of board and lodging and transportation expenses. After two years, 1t is
expected that the proceeds of the fund will be sufficient to finance fully the continuing
education of volunteer leaders in the village,

The IPHC helps the community c¢redit groups in organizing the structures and the system
necessary to enable them to manage the projects efficiently. It also helps them to consider
means through which the group can help the larger community in meetings its health needs.

Among the problems noted in the operation of the community credlt groups are {1) the
difficulty of scheduling meetings which members can attend regularly, (2) members who are
peed to doleours lose interest once they realize that they must work for their share,







