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Any decision on line to take needs to consider what is happening at country level. An
overview of what is happening in the DFID priority countries is shown at annex 5.
This illustrates the fact that current policies and policy directions range from countries
which have already abolished user fees for primary care, those which are increasing
reliance on user fees as a financing source perhaps with some emphasis on
improving their effectiveness and those countries which are developing alternative
financing approaches (such as community health insurance) which rely on user fees
being in place or those which consider alternative approaches are being a more
effective way of meeting their equity objectives. Some examples of these are shown
in annex 6.

In considering a line to take DFID needs to be clear on:

what is meant by essential or basic services? A narrow definition could be
taken to mean services with significant public health benefits (externalities)
and preventive services provided at primary care level and exclude curative
services provided at primary care level where the benefits accrue only to the
individual. A broader definition might include all services provided at primary
levels. An even broader definition might include selected additional services,
such as essential obstetric care, which can only be provided at higher levels
but which are essential for the achieving the MDGs. It also needs to be
recognised that much primary care is delivered at hospital level

what is actually meant by user fees and where we draw the line?

if we are talking about primary care — do we also consider water and
sanitation, nutrition and education as set out in the Alma Ata
Declaration?

how do we deal with current issues of under funding in the public
sector? We can abolish fees for drugs but if they are not available in
health facilities people will still have to go to purchase from
pharmacies? So are we talking about advocating for the abolition of
the Bamako initiative and fully funding drug requirements for PHC?
What about social marketing?

are we just talking about fees for services provided in the public
sector? What about services provided by NGO or mission facilities on
behalf of Government as is the case in a number of DFID PSA
countries? Should people be disadvantaged just because they live
next to an NGO rather than a Government facility? Taking this
argument further — what about the vast majority of primary health
services which are typically delivered in the private sector,

A possible alternative line to one focused solely on user fees would be to take a
broader approach which, although less succinct, may have more global relevance:

DFID supports countries’ efforts to ensure universal access to essential/basic
health (which services?) services that deal with the major causes of ill health,

disability and death;

25
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DFID recognises that reducing the financial barriers which currently prevent
access could make a major contribution to this goal and will support countries
in their efforts to this end.

DFID believes that in low income countries (why not all countries?) such
services should be provided free of charge at the point of use (for all users?)
where current approaches compromise equity goals and where the necessary
complementary actions are adopted and it forms part of a balanced and well
considered programme to improve access and address poverty.

26
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ANNEXES
Annex 1: Country Level Financing Data

Table 1a: Total expenditure on health as % of GDP

1997 1998 1999 2000 2001
Bangladesh 2.9 2.9 3.1 3.6 3.5
Cambodia 10.9 10.8 10.8 11.8 11.8
China 4.6 4.8 5.1 5.3 5.5
India 5.3 5.0 5.2 5.1 5.1
Indonesia 24 25 2.6 2.7 2.4
Nepal 5.4 5.5 5.3 5.2 5.2
Pakistan 3.8 3.9 4.0 41 3.9
Viet Nam 4.4 4.9 4.9 5.2 5.1
Democratic 3.3 3.0 3.1 3.2 3.5
Republic of Congo
Ethiopia 3.4 3.6 3.5 3.2 3.6
Ghana 4.1 4.3 4.2 4.3 47
Kenya 8.0 8.4 7.9 8.7 7.8
Lesotho 5.3 59 6.1 6.1 55
Malawi 8.7 8.5 8.7 8.2 7.8
Mozambique 5.0 4.9 5.0 5.7 5.9
Nigeria 2.8 3.1 3.0 3.0 3.4
Rwanda 5.0 5.0 5.5 5.6 5.5
Sierra Leone 3.3 3.0 3.7 4.3 4.3
South Africa 9.0 8.7 8.8 8.7 8.6
Sudan 3.5 3.7 3.7 3.9 3.5
Uganda 3.9 4.0 4.1 5.6 5.9
Tanzania 41 4.4 4.3 4.4 4.4
Zambia 6.0 6.0 5.7 5.5 5.7
Zimbabwe 9.3 11.4 7.9 7.4 6.2
All PSA Countries 4.6 4.6 4.8 4.9 4.9
Asia PSA 4.6 4.6 4.8 49 5.0
Countries
Africa PSA 4.5 4.7 4.6 4.7 4.8
Countries
Africa excl South 4.1 4.3 4.1 4.3 44
Africa

Source: WHO WHR 2003
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Table 1b: General government expenditure on health as % of total expenditure
on health

1997 1998 1999 2000 2001
Bangladesh 34 36 37 45 44
Cambodia 10 10 10 14 15
China 40 39 38 37 37
India 16 18 18 18 18
Indonesia 24 27 28 24 25
Nepal 31 33 30 30 30
Pakistan 27 29 26 25 24
Viet Nam 32 33 33 29 29
Democratic Republic of 47 42 42 45 44
Congo
Ethiopia 38 39 38 35 41
Ghana 48 54 54 56 60
Kenya 22 24 19 24 21
Lesotho 76 78 81 81 79
Malawi 36 36 38 37 35
Mozambique 61 62 64 67 67
Nigeria 12 15 16 14 23
Rwanda 49 51 54 53 56
Sierra Leone 47 44 54 60 61
South Africa 46 42 43 42 41
Sudan 20 24 23 29 19
Uganda 29 38 41 56 58
Tanzania 46 47 43 47 47
Zambia 55 57 55 53 53
Zimbabwe 59 56 49 51 45
All PSA Countries 29 31 30 29 30
Asia PSA Countries 29 30 29 28 29
Africa PSA Countries 33 35 34 35 38
Africa excl South Africa 32 34 33 35 37

Source: WHO WHR 2003
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Table 1c: General government expenditure on health as % of total government
expenditure

1997 1998 1999 2000 2001
Bangladesh 5.6 5.9 6.3 8.6 8.7
Cambodia 12.5 11.8 11.3 15.7 16.0
China 14.2 13.3 11.8 10.8 10.2
India 3.2 3.5 3.3 3.1 3.1
Indonesia 2.8 3.2 3.6 3.2 3.0
Nepal 9.3 9.9 9.0 9.0 8.1
Pakistan 3.8 4.2 3.7 3.3 3.5
Viet Nam 5.6 71 6.7 6.1 6.1
Democratic 10.3 8.3 8.7 9.7 10.3
Republic of Congo
Ethiopia 5.8 5.9 4.3 3.2 4.9
Ghana 9.4 9.0 9.2 8.1 8.6
Kenya 6.1 7.2 5.1 8.6 6.2
Lesotho 12.4 11.5 11.9 12.0 12.0
Malawi 12.2 12.9 13.9 12.2 12.3
Mozambique 15.1 15.5 16.5 18.2 18.9
Nigeria 2.1 2.3 1.7 1.7 1.9
Rwanda 12.5 13.8 13.5 14.8 14.2
Sierra Leone 8.9 9.4 9.4 9.3 9.4
South Africa 12.4 11.3 11.1 11.2 10.9
Sudan 9.1 12.0 9.5 9.3 4.6
Uganda 6.5 8.1 8.4 16.4 16.4
Tanzania 14.4 13.1 12.4 12.1 12.1
Zambia 13.1 12.5 13.7 13.6 13.5
Zimbabwe 15.4 12.2 10.0 7.1 8.0
All PSA Countries 8.2 8.1 7.4 7.0 6.8
Asia PSA 8.3 8.1 7.4 6.9 6.7
Countries
Africa PSA 7.9 7.9 7.2 7.7 7.6
Countries
Africa excl South 7.5 7.5 6.8 7.3 7.3
Africa

Source: WHO WHR 2003
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Table 1d: External resources for health as % of total expenditure on health

1997 1998 1999 2000 2001
Bangladesh 10.0 12.6 11.8 13.8 13.3
Cambodia 13.5 12.0 13.4 18.8 19.7
China 0.3 0.2 0.3 0.2 0.2
India 2.3 2.4 2.2 2.2 0.4
Indonesia 2.9 6.4 9.5 8.3 6.5
Nepal 10.6 9.9 10.2 8.3 9.4
Pakistan 2.7 2.2 2.0 3.8 1.9
Viet Nam 5.6 2.8 3.4 2.7 2.6
Democratic 11.0 12.6 5.7 6.6 18.0
Republic of Congo
Ethiopia 9.3 23.5 27.6 29.6 34.3
Ghana 6.8 8.2 8.6 13.2 23.2
Kenya 7.3 7.9 9.6 9.7 9.8
Lesotho 5.3 3.9 3.2 4.7 6.0
Malawi 22.8 20.4 22.9 32.3 26.5
Mozambique 53.1 44.2 40.3 38.2 36.9
Nigeria 1.3 1.2 3.8 7.2 7.1
Rwanda 30.1 25.6 26.5 33.2 247
Sierra Leone 19.3 18.8 22.2 254 251
South Africa 0.2 0.2 0.1 0.4 0.4
Sudan 14 2.4 4.1 2.4 2.7
Uganda 24.4 41.7 22.9 41.2 24.8
Tanzania 16.0 22.0 35.3 30.0 29.5
Zambia 23.5 26.1 40.1 33.5 48.7
Zimbabwe 2.3 17.2 13.0 12.5 7.8
All PSA Countries 3.1 3.8 41 44 3.9
Asia PSA 2.0 23 25 25 1.6
Countries
Africa PSA 9.4 12.8 13.7 15.7 16.9
Countries
Africa excl South 10.3 14.1 15.1 17.2 18.6
Africa

Source: WHO WHR 2003
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Table 1e: Out-of-Pocket expenditure as % of private expenditure on health

1997 1998 1999 2000 2001
Bangladesh 94 93 93 93 93
Cambodia 90 90 90 85 85
China 94 94 95 95 95
India 100 100 100 100 100
Indonesia 96 93 90 92 92
Nepal 94 94 94 94 93
Pakistan 100 100 100 100 100
Viet Nam 94 90 87 88 88
Democratic Republic of 100 100 100 100 100
Congo
Ethiopia 86 86 85 85 85
Ghana 100 100 100 100 100
Kenya 70 71 69 70 68
Lesotho 100 100 100 100 100
Malawi 40 40 41 40 44
Mozambique 43 41 39 39 39
Nigeria 100 100 100 100 100
Rwanda 66 67 65 61 66
Sierra Leone 100 100 100 100 100
South Africa 20 22 22 22 22
Sudan 99 99 99 99 99
Uganda 54 54 55 56 53
Tanzania 87 88 84 83 83
Zambia 71 74 71 71 72
Zimbabwe 67 75 45 48 52
All PSA Countries 94 94 94 94 94
Asia PSA Countries 97 96 96 97 97
Africa PSA Countries 81 81 80 80 80
Africa excl South Africa 87 87 85 85 85

Source: WHO WHR 2003
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Table 1f: Per capita total expenditure on health at average exchange rate (US$)

1997 1998 1999 2000 2001
Bangladesh 10 10 11 13 12
Cambodia 30 25 28 30 30
China 33 36 40 45 49
India 23 22 23 23 24
Indonesia 26 11 17 20 16
Nepal 12 11 12 12 12
Pakistan 19 19 18 18 16
Viet Nam 16 18 18 21 21
Democratic 4 4 8 10 5
Republic of Congo
Ethiopia 4 4 3 3 3
Ghana 15 17 17 11 12
Kenya 29 33 28 30 29
Lesotho 31 30 31 29 23
Malawi 21 15 14 12 13
Mozambique 10 11 11 12 11
Nigeria 35 37 10 12 15
Rwanda 16 15 14 13 11
Sierra Leone 7 5 6 6 7
South Africa 315 270 264 253 222
Sudan 13 14 12 14 14
Uganda 12 11 11 14 14
Tanzania 10 11 11 11 12
Zambia 24 20 19 18 19
Zimbabwe 66 59 35 42 45
All PSA Countries 29 29 30 32 33
Asia PSA 27 26 29 32 33
Countries
Africa PSA 46 43 34 34 32
Countries
Africa excl South 20 20 12 13 13
Africa

Source: WHO WHR 2003
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Table 1g: Per capita Government expenditure on health at average exchange

rate (US$)
1997 1998 1999 2000 2001
Bangladesh 3 4 4 6 5
Cambodia 3 3 3 4 4
China 13 14 15 17 18
India 4 4 4 4 4
Indonesia 6 3 5 5 4
Nepal 4 4 3 4 3
Pakistan 5 6 5 4 4
Viet Nam 5 6 6 6 6
Democratic Republic of 2 2 4 5 2
Congo
Ethiopia 1 1 1 1 1
Ghana 7 9 9 6 7
Kenya 6 8 5 7 6
Lesotho 24 23 25 24 18
Malawi 8 5 5 4 4
Mozambique 6 7 7 8 8
Nigeria 4 6 2 2 3
Rwanda 8 8 8 7 6
Sierra Leone 3 2 3 4 4
South Africa 145 114 113 106 92
Sudan 2 3 3 4 3
Uganda 3 4 5 8 8
United Republic of 4 5 5 5 5
Tanzania
Zambia 13 12 11 10 10
Zimbabwe 39 33 17 22 20
All PSA Countries 9 9 10 10 11
Asia PSA Countries 8 8 9 10 10
Africa PSA Countries 18 15 14 14 12
Africa excl South Africa 5 6 4 5 4

Source: WHO WHR 2003
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Table 1h: Expenditure on Pharmaceuticals by Source

$ at current Government Private
exchange rate 1995 2000 1995 2000
Bangladesh - 1 5 5
Cambodia - 1 7 10
China 4 6 8 14
India 1 1 2 2
Indonesia 4 5
Nepal 1 1 2 3
Pakistan 4 3 2 2
Viet Nam 1 2 4 8
DR Congo n/a n/a n/a n/a
Ethiopia 1 1 1 1
Ghana n/a n/a n/a n/a
Kenya 1 - 6 6
Lesotho n/a n/a n/a n/a
Malawi 1 - 2 2
Mozambique 1 1 1 1
Nigeria 1 1 2 3
Rwanda 1 1 3 2
Sierra Leone n/a n/a n/a n/a
South Africa 9 6 35 25
Sudan n/a n/a n/a n/a
Uganda 1 - 2 2
Tanzania 1 1 1 1
Zambia 3 3 3 2
Zimbabwe 4 7 1 2
Government Private
All PSA Countries 2.31 3.06 5.09 7.48
Asia PSA Countries 2.34 3.24 4.99 7.82
Africa PSA Countries 2.07 1.66 5.83 5.00
Africa excl South Africa 1.17 1.09 2.03 2.39

Source: World Medicines Situation Report
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Annex 2: User Fee Collections in Selected Countries in sub Saharan Africa

% of recurrent budget Year

covered by user fees
Benin 20 1993
Botswana 2 1983
Burkina Faso 14.8 1999
Burundi 4 1992
Cote d'lvoire 7.2 1993
Ethiopia 9 1996/7
Ghana 5-6 1991
Guinea 20 1993
Guinea-Bissau 5 1995
Kenya 2 1984
Lesotho 7 1998
Malawi 3.3 1983
Mali 2.7 1986
Mauritania 9 1999
Mozambique 8 1996
Rwanda 7 1984
Senegal 4 1990
Swaziland 2.1 1984
Zimbabwe 3.5 1992
Unweighted Average 6.9

Source: Soucat, various PER documents
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Annex 3: Addis Ababa Principles on Cost Sharing in the Social Sectors — How
To Minimise the Damage

Cost sharing in the form of user charges should be considered only after a thorough
examination of other options for financing social services, including tax reform, budget
restructuring and expenditure targeting within the government budget and aid flows. General
taxation and other forms of government revenue are more effective, efficient and equitable
methods of raising revenue for the financing of social services than cost sharing mechanisms.

Though general: taxation is a more cost-effective way to raise revenue there are two specific
objectives for cost sharing: (i) to limit the financial burden on the budget. that stems from the
rapid increase in demand for, non-basic services, which the state cannot meet on its own
without the diversification of, providers, and (ii) to overcome the practical and managerial
obstacles that have prevented an adequate level of resources from reaching basic education
and basic health.

Efforts to reduce costs in the delivery of social services, as well as to increase the efficiency
in resources allocations to the primary level, must be considered prior to the introduction of
cost sharing.

Basic social services should be provided either free of charge or be substantially subsidised.
Basic education should be free and other out-of-pocket costs to parents such as school
uniforms and school supplies should be minimised. Cost sharing in health should exempt
preventive care whose benefits extend beyond the users (e.g. immunisation) and selected
primary services. Cost sharing should be a stepping stone towards other financing options for
health care.

When considering cost sharing it should be as part of a comprehensive sector strategy: for
both health and education, formulated by government with all stakeholders. The sector
strategy should specify clear, measurable and verifiable objectives, the resources required to
meet-those objectives, and ways of mobilising and allocating them among competing
priorities. .

Resources generated through cost sharing should be additional and should not be a
substitute for existing resource allocations to the education and health sectors.

To be successful and sustainable cost sharing must lead to immediate and measurable
improvements in the access and quality of services. In this regard, revenue generated
through cost sharing must be retained, with the spending authority. at the local level.
Disadvantaged regions and communities may need extra financial support to avoid cost
sharing leading to a widening of regional, socio-economic and gender disparities.

Cost sharing must be accompanied by special measures that effectively protect the poor.
Experience shows that the poor have not been effectively protected against the negative
impact of cost sharing on their access to basic education and basic health. While cost
sharing may be necessary because of severe constraints in terms of financial resources
and/or institutional capacities, caution must be exercised wherever there is doubt about the
ability to protect the poor. No one child should be deprived of his or her right of access to
basic education and basic health.

Non-discretionary exemption schemes should be preferred from the point of view of
efficiency.  Discretionary exemption schemes have not succeeded in identifying and
protecting the poor. Although more benefits may leak to the non-poor non-discretionary
exemption criteria such as age, gender, region, and type of service are less likely to affect the
access of the poor to services. Moreover, discretionary criteria, such as income and physical
assets can be difficult and costly to administer.

Involvement of beneficiaries is critical to the success and sustainability of cost sharing.
Community participation and control of resources must be a fundamental characteristic in the
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process of designing appropriate cost sharing mechanisms and their management. The role,
rights and responsibilities of local communities vis-a-vis government and service providers
must be discussed and clarified prior to the implementation of cost sharing.

Community participation and management must not be considered as a substitute for
government's responsibility in the financing and management of the social sectors but should
be seen as an essential element in improving service delivery.

Communities should be made fully aware of the principles and implementation mechanisms
of cost sharing. Training and capacity building of community management committees and
service providers is essential to its success.

Local management committees should be locally elected and fully accountable to the
community and should ensure adequate representation of all stakeholders, including a
balanced gender presence.

Cost sharing mechanisms should be carefully tested through phasing and/or piloting before
applying them on a large-scale. Testing is meant to assess their impact on effectiveness,
efficiency and equity at the local level. The administrative costs of implementing cost sharing
must be kept to a minimum.

Cost sharing mechanisms must be regularly monitored and evaluated with a view to ensuring

quick feedback on the consequences of cost sharing, particularly regarding the impact on the
poor, women and children.
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Annex 4: Back of the Envelope Estimates: Costs of Covering Financing Gaps

User Fee Increasing Cost of Funding Funding
Revenue Demand Public Making Required to | Required to
at PHC | Generation | Expenditure on Essential Achieve $12 Achieve
(1) (2) Drugs by $2 Mission/NGO Basic CMH Basic
per head Services Free Package Package
@) (4) ®) (6)
Bangladesh 0* 276 ? 967 4,143
Cambodia 1.1 5.4 27 107 415
China 2,782.9 869.7 21,903
India 0~ 2,129 XXX eg 8,515 32,996
Gujurat
Indonesia 17.2 85.8 644 1,716 6,650
Nepal 1.5 7.4 49 XXX 222 790
Pakistan 11.9 59.4 - 1,187 4,600
Viet Nam 9.8 48.8 81 488 2,358
DR Congo 2.1 10.6 ? XXX 532 1,756
Ethiopia 14 6.9 137 755 2,332
Ghana 29 14.3 ? 102 571
Kenya 5.6 19.1 ? 191 925
Lesotho 0.6 3.2 ? XXX 31
Malawi 0.9 4.4 ? XXX 88 341
Mozambique 3.0 15.0 38 75 508
Nigeria 8.1 40.7 271 1,220 4,339
Rwanda 1.0 5.0 17 50 241
Sierra Leone 0.4 2.1 ? 42 164
South Africa 0*
Sudan 2.0 10.1 302 1,072
Uganda 0~ : XXX 101 683
Tanzania 3.6 18.0 72 XXX 251 1,077
Zambia 2.1 10.4 - 21 260
Zimbabwe 5.2 26.2 197
Total 2,863.3 1,262.4 3,740 16,933 88,352

Assumptions:

Given the lack of data on user fee revenue at primary care level the basic approach is to extrapolate the

situation in Uganda.
* — no official user fees in place at lower levels

1: User fees cover 5% of costs of primary health care costs which in turn account for 40% of health service costs
(extrapolating from Uganda)

2: User fee abolition increases demand by 25%. Expenditure on primary care is increased by this amount to
maintain unit costs.

3: Assumes all countries are provided support to ensure they spend at least $3 per head on pharmaceuticals

XXX —no attempt made to cost this but likely to be significant in these countries
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Annex 5: Alternative approaches to financing health care

Approach

Examples

Complementary
Measures: Increased
financing for PHC,
measures to strengthen
systems

Overall resources for health are not expected to increase rapidly. WHO review found that “health
spending as a share of priority spending is not rising dramatically, and where health spending is

shown as a proportion of GDP, the projected changes are typically quite small”. Indeed in some

cases it is declining. Furthermore, there is no guarantee additional resources will be allocated to
primary health care

Ethiopia: Increase the share of the Government budget allocated to the health sector from 7.3% (in
1999/2000) to 8.2% by 2004/2005;

Mozambique: Develop a provincial financial information system and develop evaluation and
management tools for primary level care; study the cost of primary level care and review expenditure
at the provincial level

India: increase share of resources going to primary health to 55% (although no definitions or
baselines provided)

Cambodia: continue contracting with appropriate providers in poor, remote operational districts;
enable incentives to staff working in remote areas through performance-based measures; provide
opportunities to recruit and train health staff from rural remote areas

Expand user fees as a
funding source

Ethiopia: improve the cost recovery (the amount of user fees collected by public health facilities) from
the current level of 12.8% (2001/2002) to 20% (2004/2005) of total public expenditure on health;
expand revolving fund schemes for drugs by establishing pharmacies and drugstores in all public
hospitals and 50% of the primary health care units;

Cambodia: Scale-up official user fee schemes with strong regulatory mechanisms on staff
performance and fee exemption to the poor.

Improve Effectiveness
of Current User Fee
Programme

Ethiopia: Secure retention of at least 50% of the user fees by public health facilities and invest on
productive activities

Rwanda: The state may selectively increase the level of subsidy for some drugs.

Cambodia: Scale-up equity funds with partnerships in poor communities to promote access by the
poor.

Develop Alternative
Funding Mechanisms

Nepal

e  Equity based resource allocation to districts. The existing centrally managed resource allocation
is crude. A first draft of a new formula — a composite of a number of indicators — is under
discussion. This will ensure poorest districts will get proportionally greater resources

e  Targeting strategies that exempt fees either by groups (all under 5's, all women) or services (all
maternity cases). This is under discussion. The feasibility of offering free midwifery and obstetric
care (a desired MOH policy) needs exploring

¢ Reforming the role of the state and within that the engagement of the non state as providers in
the government’s plan and strategy in an intended reform.

Rwanda Mutuelle schemes (where households prepay for health insurance each year), will be
introduced more widely in 2002, building on the lessons of the most successful schemes

Cambodia Scale-up equity funds with partnerships in poor communities to promote access by the
poor; pilot health insurance to protect the vulnerable and lower income groups from catastrophic
expenditures.
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Annex 6: Detailed Country Level Information

Health Financing Policy

Current User Fee Regime

Key Barriers to Access

Views of Other Partners and Likely
Response to DFID Blanket Abolition
Policy and Costs

Uganda Emphasis is on All user fees for health abolished in March Previously cost sharing but Not relevant as already abolished.
strengthening the tax base 2001. now other factors more Initially World Bank and WHO hostile to
and domestics funding with important — distance, abolition, not high priority for other
a view to reducing transport, quality donors.
dependence on donors in
the longer term

South Public expenditure is Free care for pregnant women and under 6s General perception is that Not relevant as already abolished

Africa already significant introduced in 1994 and free primary care in whilst issues of user fees
Emphasis is on giving 1996. and physical infrastructure
budget priority to PHC, have largely been
more equitable addressed remaining
geographical allocation and problems include staff
free PHC to users attitudes and drug

availability.

Ethiopia Government intends to User fees have been in place since the User fees are a major Unlikely to be responsive — policy is
ensure n a sustainable 1950s. Charges are in place for PHC and constraint to access moving in the opposite direction
health care financing have been extended to cover previously (unofficial fees are reported
system by increasing share exempt areas. Only vaccination is currently to be low). Distance and
of the budget to health, free. Currently around 9% of costs are quality of care (as
increasing cost recovery recovered. Government intends to increase measured though
including the expansion of this share and also improve effectiveness by availability of drugs also
revolving drug schemes. allowing retention at the facility level major factors
Public funding is low ~$1
per head but due to
increase significantly
through proposed donors
support (esp. GFATM,

GAVI|, PEPFAR)

Malawi Government aims to In 1994 the new government promised and May be responsive to case for EHP if
develop and delivered free health care and free primary evidence supports it but not for non
implement an integrated education. At present MOHP do not formally EHP services
financing strategy for the impose fees but district-designated
Essential Health Package. mission facilities and local-authority health

facilities do. PRSP suggests non EHP
services will be charged for - either through
user fees or insurance - and the approach to
financing EHP services will be determined by
operational research

Nepal Health is financed from Some services are free services - antenatal, User fees are a major Government may be receptive but
taxation and out-of-pocket. family planning, EPI, Vitamin A, leprosy, TB barrier to care. Other would need more evidence before
Expenditure. There is no All out-patient care requires a nominal barriers to accessing care: making a judgement. Would want to
clear decentralisation registration fee with free drugs prescribed know not only “how much” but for “how

and in-patients (including maternity care) pay Gender and intra-household | long?” support might be given

. fees as set by the facility. Drugs are free but power dynamics, perceived
strategy yet but this may there is insufficient to cover the needs quality of care), Knowledge
lead to an increase in (a) (except for leprosy and TB) Anecdotal around health and ill health,
community revenue and (b) | evidence suggests that exemption systems cultural/societal behaviours
hospital based revenue. by and large fail the poorest. Revenue towards health care and
User fees are notseenas a | collections are low - less than 5% of total providers, Physical barriers
priority issue as they spend and negligible for primary care. (terrain, transport, opening
generate so little revenue hours) and lack of referral

systems

India The National Health Policy Practices differ by state but no formal fees for | Financial barriers are Not relevant as no formal charges for
2001 emphasises primary care. important especially for primary care. Issue of fees at
increasing the share of inpatient care and in rural secondary and tertiary level is relevant
resources going to health areas. Other constraints but of limited importance. DFID has
and the share of resources include distance, transport, other priorities (a) increasing public
going to primary care gender relations etc. Old resource allocation to primary and
interventions. No reference and disabled face particular public health interventions, and (b)
to user fees. Health is a problems better coverage of health insurance for
state issue the poor to reduce the massive degree

of financial risk they bear on account of
catastrophic illness.

Indonesia Health in general is a low User fees were introduced in early 1990s as Cost is by far the major Since decentralisation in 2001, health

priority concern — and seen
largely as a private
consumption good, - as
evidenced by the very low
share of public health
expenditure in GDP (<
0.8%). Emphasis is on user
fees as a residual financing
mechanism and the
establishment of an

rapid expansion in infrastructure put the
system under financial strain. Fees are
relatively low, vary according to the level of
care and across the country. Unofficial fees

are pervasive and availability of drugs varies..

In the immediate pre-decentralisation period,
it was thought that user fees were equivalent
to about 11-12% of the costs of the primary
care system; this may have increased since

consideration in deterring
access to services. Physical
barriers are highly
significant in some areas

policy is largely in the hands of local
governments so national policy is of
relatively little importance. Most of the
pressure to protect the poor comes
from the international community.
Government may be responsive to
support (PHER suggests abolition) but
key constraint is low budgetary
allocation to health
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Health Financing Policy

Current User Fee Regime

Key Barriers to Access

Views of Other Partners and Likely
Response to DFID Blanket Abolition
Policy and Costs

effective safety net.
Parliament is working on a
draft law to set up a Social
Security system which will
include a social/health
insurance component —
though this will take time to
implement

Fee revenues for primary care are returned to
the relevant Government institution with
budgets based on expected user fee income.
There are strong incentives to retain
resources illegally. Self governing hospitals
and health centres seem to be allowed to
retain user fee revenue. Exemption schemes
are seen as ineffective

DFID is only a marginal player. An offer
to provide support to abolish fees might
be met with “sheer incredulity” followed
by concerns about the impact on
sustainability and also the response of
powerful vested interests

China There is no nationally With local authorities expected to fund Government recognises that | The lack of national policy makes it
recognised basic primary services from own resources poorer areas user fees are a barrier to | difficult for DFID to press for abolition of
health care package of have had to place greater reliance on cost accessing health care. But | user fees and to cover the shortfall
services (some are being recovery. As a result services that its priority to address the | resulting from abolishing user fees.
piloted with donor support). disproportionately benefit the poor — such as impoverishing effects of | The cost would be huge, the time frame

the Epidemic Prevention Service and catastrophic  health care | unclear, and the impact uncertain. A
Maternal and Child Health Programme — are costs. more pragmatic approach would be
increasingly reliant on user fees. People twofold. Firstly to build on existing
have to pay user fees for most primary health | Other barriers include: health systems pilots to demonstrate
care. The exceptions are vaccines (though the impact that reducing user fees can
there is a fee for the injection) and the . " have and work with Government on its
nationally financed facility based attendance (i) lack of at_:COuntablllty of National Health Accounts and plans for
programme (which does not cover the whole heglth service providers — Provincial Health Accounts to enable
country. All drugs are paid for out of pocket their salaries are largely better estimation of the cost
by people not involved in government urban from sale of drugs and a consequences.
health insurance schemes multitude of formal and

informal fees, (ii) absence of

effective health budgeting

processes and effective

cost containment

mechanisms; (iii) poor

quality providers and (iv)

low demand and

expectations from users.

Cambodia In the 1996 MOH introduced | Health facilities are allowed to charge fees, | User fees are a particular User fees seen as being a “necessary
the National Charter on these are agreed locally and posted in the | barrier to use by the poor in evil” and to be operating reasonably
Health Financing (NCHF) clinic. 50% of income can be used to top up | hospitals. Health spending effectively and seen to be the only way
Government set out its health workers’ salaries at facility level. 49% | for emergency and chronic of ensuring staff get paid. Innovative
intention to formalize cost can be used for improving services and 1% | care is a major cause of approaches currently being piloted are
recovery in the form of user reverts to the National Treasury. Fees at the | poverty in Cambodia underpinned by user fee approaches
fees health centre level are low and some services

(e.g. TB diagnosis and treatment) are free.
Typically a consultation costs $0.12. There is
evidence that user fees have in general
increased utilisation, presumably because
consumers now know in advance what they
will be expected to pay at a clinic.

Experience with equity funds (funded
exemptions) at hospital level has been
positive. They protect the poor against high
costs and prevent people into poverty (the
poor and near poor patients can receive
medical services worth $50 ($10 co-financing
by the EF; and $40 financed by the
government on average, through the support
of recurrent hospital expenditures).They are
fiscally efficient as costs < costs associated
with safety net programmes. There is virtually
no leak of benefits to the non poor

Pakistan Very low levels of public | Healthis a provincial issue and with proposed | There are barriers that are DFID has more important issues to deal

spending on the social

sectors

devolution is likely to become a district
issues. Cost recovery in public facilities from
user charges at all levels amount to about 2-5
% of total government spending on health.
Proceeds from almost all user charges
accrue to the provincial or federal treasuries.
Raising substantial additional resources from
general revenues seems unlikely. Institutional
capacity is limited for mobilization of
additional resources from the system's
clients. Poor and women and children have to
be protected from user charges through
exemptions  or  cross-subsidies; PHC
schemes run by NGOs do charge and
achieve significant levels of cost recovery

more important that user
fees in preventing the poor
accessing primary care. For
example: cultural and
societal issues associated
with health-seeking
behaviour; inadequately
staffed centres; inadequate
quality of staff; and
inadequate supply of drugs,
materials and equipment

with. Focus on user fees could mean
diverting attention away from more
important aspects of service delivery —
which are being tackled in a joined up
fashion through sub-sector poverty
reduction budget support (NHF) and our
upcoming maternal and newborn health
programme
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Health Financing Policy

Current User Fee Regime

Key Barriers to Access

Views of Other Partners and Likely
Response to DFID Blanket Abolition
Policy and Costs

Banglades There are no 'official' user fees at the primary Government would not be receptive.

h health care level, although there have been DFID do not believe abolition of user
pilots to introduce them (with reasonably fees would help increase access to
positive outcomes) services in Bangladesh Concern it

would compromise flexibility to promote
alternative innovate models for
improving health care, including
undermining mechanisms to provide
local financial incentives to service
providers. See improved transparency
ass a key goal .

Zambia Basic health care package After the introduction of user fees in 1993, Long distances, lack of Government may be receptive but
at first point of referral level there was a significant decrease in the transport, user fees and the needs evidence to be convinced DFID
has been identified and utilization of health services. There are clear attitude of service providers is working with Government to develop
costed at US$ 11.5 per exemption criteria but the system is are also identified as major pilots to test the impact of user fee
capita, yet the health sector ineffective. The levels of user fees have deterrents to seeking care. abolition in a number of settings.
has available only US$ 10.5 never increased and have gradually been Abolition could make sense if findings
per capita for the whole eroded by inflation. Little data is available but support it, but believe it should be part
system they probably account for 1-2% of total spend of a package of reforms including

— more in urban areas. Unofficial fees are systems strengthening. Would be

present but unquantified. concerned if it happened overnight
There are no champions for such
change in Government and few donors
have been very supportive (WHO,
UNICEF).

Ghana The POW-2 is built on five User fees were introduced in 1985 and Nearly 70% of the sample Ghana would, in principle, be receptive
strategic pillars which specified fees for most services and aimed to population cited cost as a to an approach to support the shift in
include To improve achieve full cost recovery for drugs. Whilst key reason for not using financing mechanisms though there
financing of the health drug fees have been increased, other fees medical services. Poor would have to be some recognition of
sector through increased were heavily eroded by inflation. From 19937 physical access is also an the need to commit long term funding.
financing and increasing facilities were allowed to retain revenue all important factor. (p. 18) For However, the issue is not one of
financial access of the poor allocate it to non salary items and to cover 20% of the urban and 61% financial support to help abolish user
to health care by extending the cost of waivers and exemptions for health | of the rural population, the fees though this is planned. Rather, the
prepayment schemes to workers, for some preventive and curative nearest health facility at financial priority of Government is to
replace the "Cash and services for women and children least 30 minutes away. Lack | find means of subsidising the premiums
Carry" systems, while (immunizations, pre and postnatal care), and of geographical access to of the poor who otherwise could not
developing an appropriate for patients with tuberculosis, leprosy, and health facilities (more than afford to enrol (especially those in the
policy and regulatory mental disorders. Exemption mechanisms are | 30 minutes) among rural north). Though compulsory membership
environment for health not thought to work well population is 51% for the is anticipated in the longer term in the
insurance, as well as non-poor and 70% for the short term user fees can play an
increasing public By 1999 fee revenue represented around 12 two lowest income important role in providing an incentive
expenditure on the poor and | percent of total funding for public hospitals — to enrol
vulnerable. around £14m per annum. Actual fees were Poor quality of care is said

much higher that national policies allowed. to discourage poor people
Ghana is in the process of Exemptions are rare - only the blind or the from seeking state-provided
establishing a national mentally handicapped were covered and health care. (p. 110) Lack of
health insurance scheme exemptions on the grounds of ability to pay access to services and the
financed by an earmarked are rare. This is due, in large part that high cost of health care are
levy on VAT. A Health facilities are only reimbursed perhaps one cited as two key obstacles
Insurance Act was passed fifth of the cost of providing exemptions to health care utilization. (p.
in August 2003. Aim is to 18)
withdraw user fees as
approach is rolled out.
Initially the scheme is
expected to cover around
20% of costs (similar to
current levels of IGF). Aim
is to consolidate existing
schemes and build the
system around district
mutual health organisations.
Process is at early stages —
benefit package is yet to be
finalised though pilots are
being evaluated to assess
costs

Rwanda Government policy is to Public and NGO services are available to Health services are Unlikely to be receptive due to focus on
expand community based everybody who is able to pay out-of-pocket available but often community insurance model
health insurance as a user fees. Exempted groups include civil perceived as too expensive.
means of reducing costs to servants and dependents; and individuals Perceived quality of care
the poor. identified as poor by local authorities. and long queues are other

key factors

Vietnam Aim to increase the funding Out-of pocket payments, whether official or Unlikely to be responsive due as
for health, and increase unofficial, have become a dominant feature of alternative approaches being pursued
population coverage of the health landscape in Vietnam. They are
health insurance by partly responsible for reduced use of
mobilizing premium professional health care among the poor.
collections among those
who can afford to pay with
free treatment for the poor;

Mozambiq User fees have been in User fees were first put in place in 1977 By User fees are not the major Government not likely to be receptive

ue place since independence 1996, it recovered 2.7 percent of the barrier to cost. One of the
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Views of Other Partners and Likely
Response to DFID Blanket Abolition
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and are a condition
associated with the HIPC
process thus seen by some
as an IMF/Bank imposition.
Government is committed
however, seeing fees as a
useful way of raising
revenue but also as a
means of increasing
community participation and
on the grounds that those
who can pay should pay

government’s recurrent health spending and
is now somewhat higher and probably
growing An exemption system is in place but
is complex and rarely functions. Fees are low
1000mc per visit (approx 4 cents) and drugs
are highly subsidised (revenue covers around
12% of costs)

The 1999 Expenditure Review (MSH 1999)
concluded that the fee collection system is
highly inefficient, abuse public resources,
dissatisfies patients, and thwarts the
achievements of public sector goals

Collections at primary level amount to around
2% of total budget. Fees for services are
returned to the facilities but processes are
cumbersome. Fees for drugs are returned to
a central revolving drugs fund or for
emergency use. Practices, and collections,
vary significantly between districts and there
is little clarity on how the funds should be
utilised. There is evidence of illegal
overcharging. Although availability of drugs,
on average seems acceptable there is
evidence of stock outs

major issues is the illegal
charge to patients, which
became pervasive in the
1990s. These illegal
charges are a multiple of
the official fees, but
because of their very
nature, little systematic
information exists about
them.

Tanzania The draft PRS Il is just out Aims were to raise revenue, rationalise use, Charges are one obstacle Government could be responsive
for consultation. At present ensuring availability of drugs, and promoting that deter the poor from though few donors want to push the
it identifies health care local level accountability. Immunisation, accessing healthcare — with issue with Government. Donor
charges as the most pregnant women, under 5s, the chronically ill many poor people community is concerned about the
significant obstacle to are all eligible for exemptions or waivers —in particularly women and implementation of policy (rather than
access and states that practice, immunisation seems to be one of children dieing without the policy itself)
addressing existing barriers the only services actually offered for free. entering a health facility —
and increasing access to There is huge variation in charges imposed any barrier to their access is . .
high quality care — and the use of the exemptions and waivers significant. Other charges | DFID believes a strong statement in
particularly for womenand | scheme is limited and expenses certainly favour of the abolition of user fees
children are a priority for the exist, for example, the costs | (Supported by funding) would be very
PRS Drug availability is reported to have increased | of transport are certainly an | helpfulin terms of breaking the current
in the last few years — MoH attribute this to | issue in referral and in logjam and through catalytic effects.
Policy s & d user fees though increased donor funding | women accessing
Cgéﬁqujni?yeﬁl(gs::h Funds may also be responsible. emergency obstetric care. Government is aware of a growing
and membership of NHIF The ineffectiveness of exemptions is agreed debate on user fees but it is a sensitive
(public servants only). A by all. Little solid data is available on revenue issues. Central Giovt (Mot and to some
recent evaluation shows raised. degree MoF) very defensive on user
very low membership with fegs and district health teams and )
CHF contributions stagnant primary health staff generally supportive
or declining. GoT and WHO (presur_nably related to the availability of
very upbeat about potential discretionary funds).
of CHF, but situation on the
ground suggests otherwise. The forthcoming 2005 election and
President Mkapa’s position as a
Commissioner for Africa and new PRS
represent a real opportunity
Zimbabwe | In the run up to the At independence, government eliminated There is evidence that cost DFID currently has no dialogue with
elections next year user fees for all those earning less than recovery may be adversely Government and is working solely on
Government is promising Z$150 per month. Inflation and weak affecting access by the poor | humanitarian support and HIV/AIDS
extra support for ARVs and enforcement meant little revenue was raised and that in some cases it through non Government channels
has talked about scrapping may have had a negative
charges for women and In 1995 the government ordered the abolition impact on efficiency of
children of user fees in rural health centres < 5 health service provision.
percent of the recurrent health budget
(Loewenson, 2000) but did increase when
facilities were allowed to retina fees. Facilities
were to be compensated for exemptions
through the SDF in Harare. However,
reimbursement to health units would take up
to 8 months since they required authorization
from Harare.
Countries A high proportion of Sierra Leone: Fabricant et al 1999 Waivers The usual factors In humanitarian situations DFID is
in Crisis services tend to be provided | and exemptions were almost non existent compounded by insecurity unable to provide support for more than
Sudan, by international NGOs or The lack of transparency and the fact people associated with conflict one year. Support in the past has been
DRC, faith based organisations didn’t know how much to bring to a health based on improving existing
Sierra who over a 20 year period centre was another deterrent to use Sierra Leone ne evidence approaches e.g. conditional on
Leone have established a culture DRC Provider based hospital prepayment suggests that most poor exemption systems being in place.

of cost recovery in the
absence of any alternative
(Government) funding
source. Such approaches
have established
considerable levels of
community ownership.

schemes are relatively well developed
(Bwamanda and Masisi). Impact on revenue
mobilization has been limited with cost
recovery rates around 35%, inconclusive
impact on quality and limited positive impacts
reported on access

Sudan: In the South the SPLM requires

households were able to
pay the small amounts
associated with PHC drugs
with little trouble, but the
higher amounts usually
associated with hospital
visits were much more
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facilities to raise at least 30% of total costs
internally (due primarily to lack of alternative
funding sources). Under ongoing peace talks
this may change as the Sooth receives
access to a proportion of oil revenues

difficult.

Lesotho The HSRP (October, 1999) A cost-recovery program has been in place Financial barriers — also Could be responsive though spending
covers a ten year program since 1989. Fees are relatively low; cost distance and terrain is already at significant levels and could
of policy and institutional recovery averages 7% There are leakages arguably fund domestically
reform aimed at increasing and inefficiencies of collection. All revenues
access to quality preventive, | collected are remitted to the centre. Some
curative, and rehabilitative facilities are unable to participate due to lack
health care services in of qualified staff to collect or transport fees.

Lesotho. It aims to "increase

access to quality preventive, | CHAL facilities rely heavily upon GOL

curative and rehabilitative subventions and user. fees. In 1997 around

health care & management 35 percent of costs were met through fees

services in a sustainable (which are higher than MOHSW facilities).

manner". And they have increased in response to
declines in external funding. This has
constrained facilities ability to serve the poor

Kenya PRSP talks about reducing The Minister has announced free health Cost is important but it is Mixed - most agree the NHSIS is not
out of pocket expenditure services twice in the last 18 months but with not the only problem, the answer particularly for the poor.
through NHSIS and inadequate planning and no increase in distance, opportunity cost, Most agree on the need to reduce
increasing allocation to budgetary allocation - small increase in supplies, attitude. charges but key questions are: how do
health from 5.6% to 12% utilisation noted and then returns to normal. you finance it? and how do you ensure
The Basic Package is The problem is that none of this has been that no informal fees are charged?
costed at around $ 19. done with reference to MOF or other Government has asked for support but

government colleagues. this has not been followed up with a
proposal or any figures. We would also
Objective is revenue mobilisation In essence wish to see MOF involved. | think it also
nothing is free. Fees cover around 5% of needs to be planned as part of the
health budget (PER). Exemption system is overall financing of the health sector
considered to be ineffective. and not just treated in isolation.
An approach would need to be
combined measures to improve
supplies and reduce the informal
charges, and an alternative source of
funds to fund the activities now funded
by user fees. In short what is needed is
a better analysis of the constraints to
access and a plan based on this
Nigeria At the federal level there is There is a national policy emphasizing the Government is more The abolition of fees is unlikely to have

an ambitious reform
programme and some
degree of success in
securing additional funding.
At state and particularly
local Government levels
chronic underfunding and
governance failures have
resulted in poor quality
services which the
population are not willing to
use

use of revolving drug funds and the provision
of services on a fee paying basis. The policy
sets out a range of services which are
supposed to be provided free and a system of
deferrals/exemptions. In practice, they are not
followed. Primary care is the responsibility of
local authorities which operate with very high
levels of autonomy. In practice, immunization
is probably the only service which is free.
Experience with the Bamako Initiative has
been patchy.

concerned about providing
financial protection against
catastrophic care.

Human resources are less
of a constraint. There are
medical staff but no patients
as there are no services
worth paying for. Emphasis
is on providing services
which people are willing to
pay for (curative services)
than preventive services

any impact on a system which is so
dilapidated. There is no service worth
paying for and local Government
workers, having often not been paid for
months operate private practices out of
public facilities
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