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EXECUTIVE SUMMARY 

Since the goal of health for all by the year 2000 was endorsed by the World Health 
Assembly in 1977, world economic prospects have deteriorated. Some countries, particularly 
in Africa and Latin America, have been faced with a critical situation in trying to finance 
even the existing level of services. In many countries budgets for the health sector have 
been cut, often by the failure to provide for inflation. While this has created serious 
problems in the short run, it provides opportunities to re-examine how resources have been 
deployed and could be differently deployed in the future - in a way more in line with 
health-for-all priorities. 

A health sector plan which is over-ambitious in financial terms can frustrate rather 
than promote efforts to achieve health-for-all objectives. The challenge is to plan within 
realistic estimates of the resources which can be made available from all possible sources of 
finance - public, private and overseas assistance. 

Most countries still lack this type of financial master plan for health for all. Many 
do not even know what is currently being spent on the health sector as a whole, let alone 
what their plans for health for all by the year 2000 would cost. There are just a handful of 
countries, both developed and developing, which have produced or are in the process of 
producing carefully costed plans with identified sources of finance. 

The failure to plan the finances of health for all has, in some countries, been 
primarily due to the perilous economic situation. In others it may have been due to 
difficulty in securing policy coordination throughout government. Another factor, in many 
countries, is a lack of skill and competence in this area among the ministry of health 
personnel• Inertia and reluctance to face change can compound the difficulties. 

The process of drawing up a plan for health-for-all finances reveals the gap between 
what it is desired to provide and what is likely to be financed from existing sources of 
finance. The vital and creative step, to which this planning can lead, is the examination of 
all possible alternative sources of finance. This may often present countries with painful 
choices. If sources which are politically acceptable and administratively feasible cannot be 
found, some funds may be freed by more efficient use of existing resources. Failing this, a 
revised plan will be required which is less costly but does still reach everyone, even if it 
has to be based on simpler technology, 

A major thrust is now essential to highlight the importance of financial planning as 
part of the strategy for health for all by the year 2000 and, as part of the managerial 
process, to develop the skills and competence of ministry of health personnel. There is also 
an urgent need for WHO to improve its own ability to respond positively to requests for 
support. In particular, a fresh initiative in education and training is needed to sustain 
this activity. 

I. THE ECONOMIC BACKGROUND 

Introduction 

1. Financial planning is an integral part of health planning. In view of the adverse 
economic situation that so many countries, particularly in Africa and Latin America, are 
still facing, this aspect of health planning will need to be given much greater attention in 
the coming years. The health budgets of many countries have been cut in real terms. Many 
developing countries are finding it a task of formidable difficulty to finance the running 
costs of past capital developments. Some countries face shortages of foreign exchange so 
critical that they have been unable to import all the essential drugs and equipment they need 
to support their services. Priorities have had to be radically reappraised. Lack of money, 
rather than of manpower or buildings, is now seen in many countries as the major obstacle on 
the way to health for all. 

2. Much can be done to promote community-based approaches to prevention, self-help and 
self-care at very little cost. This lies at the heart of the primary health care approach to 
health development• But the use of health resources in support of these activities needs to 
be carefully planned on the basis of national priorities. 



Health and socioeconomic development 

3. The Global Strategy stressed the close and complex links that exist between health and 
socioeconomic development.^ Better health not only results from genuine socioeconomic 
development, as distinct from mere economic growth, it is also an essential investment in 
such development. The economic potential of a country is clearly reduced if a high 
proportion of children suffer stunted growth, there is a high rate of disablement, and about 
a tenth of the life of an average person is seriously disrupted by disease. The Strategy is 
based on the mutual reinforcement of health development policy and socioeconomic development 
policy. It recognizes the extent to which health goals will be determined by policies that 
lie outside the health sector, and in particular policies aimed at ensuring universal access 
to the means of earning an acceptable income. Thus in many countries the conquest of poverty 
is the overriding priority. 

4. While there is generally a positive relationship between health and income both within 
and between countries, as incomes begin to rise new health hazards associated with economic 
development begin to emerge. Factors which promote or threaten health need to be clearly 
identified when the choice is made between alternative development plans, and safeguards to 
health need to be incorporated in the plan finally chosen. Moreover other sectors need to 
take full account of health goals as part of their own sector goals. The aim is to secure 
that investments in economic development do indeed bring about improvements in the quality of 
life and standard of living of people. The Global Strategy sets an example for other sectors 
by its thrust for equity and social justice. 

5. The economic situation has a direct bearing on what countries can afford to spend on 
health services and health-related activities, as compared with other sectors of 
socioeconomic development which contribute both to health and to quality of life more 
generally. The Declaration of Alma-Ata recognized this by building into its definition of 
primary health care the phrase "at a cost that the community and country can afford to 
maintain at every stage of their development". The economic situation also influences the 
extent to which developed countries are willing to transfer additional resources to promote 
health in the developing countries. The Strategy aims at mobilizing all possible financial 
and material resources• It stresses the importance of making the most efficient use of 
existing resources first of all, while accepting that additional resources will undoubtedly 
have to be generated. 

The economic situation 

6. When the Strategy was being drafted, United Nations bodies were estimating that gross 
domestic product (GDP) per capita would drop to less than 2% a year in most developing 
countries between 1980 and 1985. Per capita income was expected to grow by only 1% per year 
in the least developed countries and even to fall for more than 140 million people in the 
low—income countries of Africa south of the Sahara. 

7. Recent experience has however been even less favourable. In Latin America GDP per 
capita actually fell by 3.7% in 1982, by 5.7% in 1983, and rose negligibly in 1984. In 
sub-Saharan Africa GDP per capita fell by about 11% in the years 1981 to 1983 inclusive. 
Average living standards have also been falling in West Africa. The only part of the 
developing world where there was real growth in living standards during this period was in 
East and South-East Asia, though not in the least developed countries. 

8. The recovery of 1984 helped the developed much more than the developing countries, but 
the position of the latter is expected to be somewhat better in 1985 than in 1984. The 
problems of sub-Saharan Africa are however long standing and major efforts are being made to 
give a new focus to the development of this area. 

9. Low growth or negative growth have inevitably increased unemployment and underemployment 
and has thus magnified the already formidable problem of poverty with its damaging 
consequences for health. In addition, droughts in tragic succession have caused famine in 
large areas of Africa. 
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10. The industrial countries experienced a low rate of growth in 1981 (1.6%) followed by 
negative growth in 1982 (-0.2%). The upturn, starting in the United States of America in 
late 1982, led in time to an improved economic situation in the other major developed market 
economies - first in Japan and later, in varying degrees, in the countries of Western Europe 
belonging to the Organization for Economic Cooperation and Development (OECD). In total, 
growth was 2.6% in the industrialized countries in 1983 rising to 4.3% in 1984 with some 
slackening expected for 1985. 

11. The centrally planned economies have suffered less from the recession - achieving an 
annual average growth rate of 3.3% in the three years 1981 to 1983. 

12. Slow growth or negative growth have inevitably affected the extent to which governments, 
employers and individuals have been able and willing to spend more on health services and 
health-related activities. Countries faced with balance of payments crises, often severely 
aggravated by debt-servicing problems, have been forced sooner or later to cut public 
expenditure, often including publicly financed health services. Many developing countries, 
which hoped to spend more on the health sector in order to make progress towards 

health-for-all objectives, have in fact been spending less. 

13. The situation has been similar in developed market economies. Very few have used an 
expansion of the health sector to create jobs and thus cut unemployment. Cost containment 
and greater efficiency in health spending have now become the objectives of virtually all 
developed countries and are being pursued in a variety of ways. The factors leading to 
increasing costs have been widely analysed - particularly the aging population, the 
incentives created by particular ways of paying providers, and the impact of advanced 
technologies. 

Lessons of the economic recession 

14. Three important lessons can be learnt from the experience of the past four years• 
First, the expansion of primary health care to meet health-for-all objectives used often to 
be regarded as extra spending which could be readily added on to all pre-existing plans for 
the development of health services. As a result many of the early plans for health for all 
now seem too ambitious in financial terms. If these plans had been costed, this would have 
become clearer, as indeed it did in some of the countries which attempted to cost their 
plans. As a result some countries, after examining all possible sources of finance, are 
setting about the difficult task of producing revised plans which are economically realistic 
and affordable. 

15. Overambitious planning may have been encouraged in other ways. Advice which would be 
costly to apply may be given by technical experts on each individual programme; so that if a 
country wished to act on all the advice it had ever been given, the combined costs could also 
amount to a bank-breaking health plan. 

16. Limited funds may force choice between some existing services and the desired 
health-for-all pattern of services. The acceptance of health-for-all objectives forces 
countries to reconsider the priority of what is already being provided. The period of 
austerity has expedited this process in a number of countries. For example, several more 
developed countries have decided that they can manage with substantially fewer general 
hospital beds by developing alternative, less expensive, patterns of care. 

17. Secondly, the choice of 5% of GNP to be spent on health as an indicator was never 
intended to imply that health for all cannot be achieved without it. A low-income country 
currently spending a very low proportion of that income on health would be unwise to base its 
plan on reaching 5% by the year 2000 and then use the fact that the government has endorsed 
both the Strategy and the indicators as a stick with which to beat the ministry of finance. 
Nor should it be assumed, because the developed countries have also endorsed the Strategy and 
indicators, that they will find whatever is needed to fill any gap that the developing 
countries cannot fund from their own resources. The funds which donors are willing to 
provide are by no means unlimited and there are many calls made on them for other fields of 
development. 

18. The third lesson is more encouraging. When economic realities force countries to take 
unpopular decisions, in response to a crisis situation, they find themselves able to do so. 



This has in fact been happening in many countries at all levels of development. Once 
particular services have been cut or user charges introduced, the opportunity arises to 
reconsider where additional resources should be deployed as they become available. This m a y , 
in the long run, come to be seen as a period which "oiled the wheels" beneath the process of 
reorienting priorities. The unthinkable suddenly became thinkable. 

Realistic financial planning 

19. Experience has shown that the absence of a financial plan or a financially unrealistic 
plan can frustrate efforts to achieve health-for-all objectives in a number of different ways: 

(1) Highly qualified staff may be educated and trained in large numbers only to find 
later that they cannot all earn their living either in the public or in the private 
sector. Some may prefer to stay unemployed in urban areas rather than try and set up in 
practice in rural areas. This wastes training and human resources. For example, a 
number of countries, both developed and developing, are currently faced with a 
substantial pool of unemployed doctors. 

(2) Political pressures may lead to paid jobs being found for surplus doctors in the 
public sector and the money being found by cutting down planned training and staff 
complements for health manpower at lower levels of qualification. As a result doctors 
do work that such personnel could do just as well and equitable geographical 
distribution may be sacrificed on the altar of political expediency. 

(3) Costly buildings (particularly hospitals) may be built, but when the building is 
ready for occupation funds are not available to equip, staff and supply it at an 
adequate level; this again wastes resources. Alternatively, the money may be found to 
open these buildings at the expense of other developments of much higher priority, such 
as the extension of primary health care. The consequence can be the same when a 
hospital, a specialized unit, or high technology equipment is the gift of a foreign 
donor. 

(4) Staff may be trained and recruited to work and then given insufficient supplies of 
drugs, petrol and equipment to use their skills effectively. 

20. Thus the primary challenge is to plan health for all within realistic estimates of 
resources which can be made available from all possible sources of finance. The secondary 
challenge is to stretch the resources, which can be made available, by an imaginative and 
bold search for ways to increase efficiency. Ultimately available resources will determine 
the scale of what can be implemented. Planning must be financially realistic rather than 
solely need-based. It is no use having an ideal hospital and manpower plan if that plan is 
not affordable. This is why the Strategy calls on ministries of health "to present to their 
government a master plan for the use of all financial ••• resources"^- - a costed plan with 
identified sources of finance. 

21. If it is not feasible to attain health-for-all objectives earlier, such a plan should go 
right up to the year 2000 for three reasons. First, the number of highly trained staff, 
which can be financed in the long run, should determine the size of the educational programme 
for the next five years. Secondly, the number of hospital beds, whose running costs can be 
found in the year 2000, must determine the number of beds built over the next five years. 
Thirdly, any major redeployment of resources, which is seen as too painful or politically 
contentious if carried out over a short period, may be more acceptable if phased over ten 
years or more. For example, it is easier to retrain staff or not replace staff on retirement 
than simply to make them redundant. This is as important for highly industrialized countries 
as for developing countries. 

22. Thiô long-term financial planning is an integral part of programme budgeting within the 
managerial process. This process, which should be regularly repeated, has six stages: 

(1) the formulation of national health policy; (2) broad programming; (3) detailed 
programming； (4) implementation; (5) evaluation; and (6) reprogramming. Long-term 
financial planning is a component of broad programming (stage (2) above). It provides a 
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framework for planning and assessing the financial feasibility of the whole of the proposed 
programme. The end result of the broad programming stage is the plan of action which should 
include information on the sources of finance and cost of each programme. Implementation is 
through detailed programming (stage (3) above) with finance provided through the annual 
budget processes. 

23. Thus what is called here the financial master plan forms part of this master plan of 
action. It is the part of the planning process which has so far been relatively neglected. 
The consequences of this neglect can impede the achievement of health-for-all objectives. 

II. PROGRESS TOWARDS FINANCIAL PLANNING FOR HEALTH FOR ALL 

The extent of progress 

24. In the first progress report on the implementation of the Strategy, submitted to the 
Executive Board at its seventy-third session, it was found that the majority of countries 
reporting had formulated, or were in the process of formulating, their health policies with 
the aim of achieving universal coverage of the population through primary health care. On 
the other hand, few countries had developed well-defined plans of action for carrying out 
their strategies, which included specific targets and objectives, a time-frame and data on 
the projection and allocation of resources. Even fewer could assess the resource flow from 
national and external sources needed to support their strategies. In other words while many 
countries had adopted health-for-all policies, they virtually all lacked a financial master 
plan for implementing those policies. In short they did not know what health for all would 
cost. 

25. Indeed the vast majority of countries have not got as far as the preliminary step of 
finding out what is currently being spent on health services and defined health-related 
activities and how they are distributed and financed. In the first monitoring of the 
Strategy only 61 out of 120 countries responding by the end of 1983 were able to attempt an 
estimate of the percentage of GNP spent on health. Of these, 31 had a GNP per head of less 
than US$ 500. About one-third of this group were only able to report public expenditure on 
health services or more narrowly only the expenditure of the ministry of health. In some 
other cases estimates of private expenditure were simply guesses. Only a minority of the 

31 were able to give convincing and complete estimates of expenditure (public and private) on 
health services and health-related activity. Thus the vast majority of developing countries 
do not appear to have even the baseline information for drawing up a financial master plan. 

26. Many existing plans are in terms of words rather than figures. And where there are 
figures, these are for buildings to be constructed and manpower to be trained rather than for 
costs, let alone sources of finance for paying the costs. Such plans as are costed tend to 
cover only ministry of health services or the public sector. Generally they do not extend 
beyond a five-year period in line with wider national plans. It is moreover not unknown for 
plans to be produced which involve only modest increases in expenditure in the next few 
years, but quite disproportionate increases in expenditure in later years. They represent 
bids for funds rather than cool assessments of the funds likely to be made available. 

Some positive experiences 

27. A number of countries, which had not so far established the baseline data for financial 
planning, have been doing so (e.g., Vanuatu and Papua New Guinea). Others have embarked on 
major studies of new possible sources of finance: such a study was undertaken in Jordan in 
1980, financed by the World Bank, and in Sri Lanka in 1981; a number of such studies were 
carried out in Indonesia between 1982 and 1984; and a study in Malaysia, financed by the 
Asian Development Bank with the collaboration of two WHO consultants, was completed in 1985. 
Interest in developing schemes of health insurance has been growing, for example in 
Indonesia, Syrian Arab Republic, Thailand and Zimbabwe. 

28. There are, moreover, a few countries, both developed and developing, which are in the 
process of producing carefully costed plans with the sources of finance clearly specified, 
e.g., Costa Rica, Netherlands and Zimbabwe. It is hoped that these plans will be complete by 
the time of the Thirty-ninth World Health Assembly (1986). 



29. The recently completed Swedish plan shows a shift of resources towards primary health 
care (see Table A) from 27% of operational costs in 1985 to 39% in the year 2000. Despite 
the increasing proportion of aged expected in the Swedish population, the percentage of GDP 
devoted to these health costs is projected to rise very little 一 from 7.8% to 8.0%. 

Table A. Prospective operational cost analysis and percentage distribution 
for different areas of health care in Sweden, and these operational 
~ c o s t s as a proportion of GDP per annum, 1985-2000 (1983 p r i c e s ) ~ 

(in thousand million kroner) 

1985 1990 1995 2000 

кг % кг % кг % кг % 

Secondary and tertiary care 

-non-psychiatric 32.0 56 34.4 53 36.4 50 38.2 48 

- psychiatric 9.5 17 10.2 16 10.6 15 10.4 13 

Primary care 15.8 27 20.1 31 25.1 35 31.2 39 

Total 57.3 100 64.7 100 72.1 100 79.8 100 

% % % % 

Proportion of GDP 7.8 7.9 8.0 8.0 

Barriers to further progress 

30. Why have so few countries costed plans for health for all and worked out how to finance 
them? Why has the financial aspect of broad programming tended to be neglected or not pushed 
through to the vital stage of identifying credible sources of finance to establish the 

affordability of the plan? There are a number of reasons. Some are political, others may 
include the traditional attitudes in ministries of health and/or a lack of competence to 
venture into what is still seen as an unfamiliar aspect of planning. 

Economic problems 

31. Some countries have been so severely hit by the economic crisis that ministries of 
health have had to live from month to month without any confidence that the money voted for 
the year will actually be made available. In such a situation of crisis management, it is 
not surprising that all attention comes to be focused on managing the current situation. 
Planning future financing seems an unrealistic academic exercise. 

Policy coordination 

32. Some ministers of health demonstrate their commitment to health-for-all planning by 
publishing a policy statement but fear that they will not secure their colleagues

1

 agreement 
to any plan which includes costs attributed to particular future years. Alternatively the 
publication of a policy statement may be seen as a first step - an attempt to mobilize public 
support leading later on to collective agreement to a costed detailed plan. Ministers 
responsible for economic affairs may be worried by the immediate economic situation and fear 
that the publication of a costed plan, however long-term, will make it harder for public 
opinion to accept the need for austerity over the next year or two, or damage the confidence 



of their creditors when asked to make further short-term loans or extend repayment periods. 
This cause for hesitation may be less important in the future in countries where the economic 
prospect becomes less gloomy than it has been over the past few years. 

Traditional attitudes 

33. The whole idea of producing a financial master plan for the health sector, public and 
private, challenges some traditional attitudes. Some may believe that health should have 
nothing to do with money. Many planners have tended to see planning as essentially a matter 
of philosophy and policy with the hard end going into the technical planning of what manpower 
should be trained, where they should be deployed and what buildings, equipment and supplies 
are needed to support their activities. Costing has tended to be left to a final stage, 
undertaken by a separate finance division of the ministry of health and usually on a 

year-by-year basis. Each year the ministry asks for what it thinks it ought to have and then 
blames the ministry of finance or planning for failing to provide all of it. The next step 
may be to blame donors for failing to fill any gap between what they get from the ministry of 
finance and what they have decided they need. Greater understanding of the constraints 
operating on all parties could lead to more realistic planning. 

34. Secondly, there is a reluctance to intrude into what are seen as the sole 
responsibilities of other government departments. Effective intersectoral cooperation is not 
easily established where loyalties are firmly wedded to particular ministries or ministers, 
where information is recognized to be the basis of power, and where loyalties to the health 
professions are a further source of segregation. Keeping strictly to clearly allocated prime 
responsibilities is a way of avoiding antagonism and territorial disputes. It does not, 
however, lead to the concerted action which underlies the health-for-all Strategy. 

35. Thirdly, there is a strong tendency to assume that taxes and external cooperation are 
the only possible sources of finance. Apart from operating whatever regulation of the 
private sector is required by law, the private sector is thought not to be the responsibility 
of the ministry of health. When it is thought of at all, it is viewed as a rival stealing 
scarce manpower and creating damaging incentives for health service personnel rather than as 
a potential ally. Part of the problem is that users of the private sector are often regarded 
as wholly separate from users of the public sector: in practice many people use both. What 
cannot be obtained from the public sector without great inconvenience is sought from the 
private sector. As a result of these attitudes there is a reluctance to consider alternative 
sources of finance. Moreover this may be regarded as a political matter rather than as a 
technical one on which options can be prepared for ministerial consideration. 

36. Finally, there is the inevitable resistance to change. Patterns of financing which have 
been inherited are thought to be unchangeable. The prospect of major organizational or 
administrative change is instinctively resisted. Inertia is a common problem found in 
countries at all levels of development. 

37. The endorsement of health for all by Member States involves not only new policies for 
many ministries of health but also new ways of working. The significance of the latter has 
not always been fully grasped. Health for all requires ministries of health to work in 
partnership with other departments of government - those responsible for establishing 
national priorities, as well as those responsible for health-related activities. It also 
requires them to work in tandem with all health providers - both those they control and those 
they do not. Health for all will never get under way unless ministries of health acquire 
the impetus to take the lead and enlist the cooperation of others. Inevitably it has taken 
time for the full implications of health for all to be appreciated and for the necessary 
organizational changes to be made. Moreover intersectoral coordination requires a 
willingness on all sides to work together; resistance to breaking down barriers can come 
from any side. In a number of countries a high-level committee of ministers has been needed 
to give strong direction to coordinated action. 

Level of competence of staff 

38. Lack of financial planning skills is part of the wider problem of the underdevelopment 
of health planning skills in general in many developing countries. Moreover ministry of 
health personnel in developing countries are generally unfamiliar with macro-economic 
thinking； such concepts as gross national product or gross domestic product may seem 



irrelevant. When asked to calculate expenditure in the private sector they may not know how 
to set about the task. They may not even be aware of such key sources of data as family 
expenditure surveys or export and import statistics. 

39. They may also lack any skills in social accounting or financial projection. Such skills 
may be concentrated in departments concerned with economic affairs which in turn lack health 
knowledge and fail to see the significance of health in socioeconomic development. Any 
economic growth or increase in productivity is attributed to the physical investments which 
they have planned or facilitated. That increases in productivity may in part be due to the 
improved nutrition and health of a new cohort of workers is insufficiently recognized. Thus 
the benefits of health investment are attributed to economic investment. While the economic 
planners have the skills for macro-planning, they lack the health knowledge to plan the 
health sector, while those who have the health knowledge lack the economic skills. The aim 
must be to find ways of bridging this no man's land and giving each an understanding of the 
thinking of the other. 

40. Where both the economic planners and health planners of developing countries tend to be 
inadequately prepared is in the search for alternative sources of finance. Little may be 
known about ways of financing health services, which have come to be widely used in other 
countries, and their effects. True, these effects have not always been conducive to 
health-for-all objectives； for example, many systems of health insurance have led to 
overemphasis on curative services and concentration of health resources in urban areas. But 
it does not follow that these effects cannot be prevented, or that it is impossible to learn 
from international experience. Moreover they are also features of many publicly financed 
health systems. It is not widely known, for example, that most of the European countries 
which now provide the same rights to health care to all residents reached this position by a 
process of transition from voluntary health insurance to compulsory health insurance then, 
finally, to universal services. Nor is it widely known that there are now hardly any 
market-economy industrialized countries which provide health care which is completely free at 
time of use. 

41. Finally health planners need skills in marshalling the economic case for improvements in 
health in negotiations with ministries of finance and economic planners. For all these 
reasons a major retraining initiative may be needed for national personnel in some countries 
before they can be expected to be able to draw up financial master plans (see paragraphs 68 
to 72 below in this connection). 

III. THE PROCESS OF DRAWING UP A FINANCIAL MASTER PLAN 

42. The work needed to prepare a financial master plan will inevitably vary considerably 
between countries. Much will depend on the amount of data on the financing of health 
services and health-related activity in recent years that has already been collected; in a 
number of countries the available information will already have been put together as part of 
World Bank sector reviews or studies promoted by WHO and other organizations. Much will also 
depend on how much forward planning has already been done； for example, the cost of 
achieving health-for-all objectives may have been already calculated as part of a country 
resources review, or there may already exist five-year costed plans either as part of the 
regular planning process or for other purposes (such as the plan on priority health needs of 
Central America and Panama). Thirdly, there may be an extensive capital programme for which 
the running costs have already been calculated, or could readily be calculated. In any of 
these cases, the remaining task is to identify what further expenditure is needed to meet 
national health-for-all objectives and whether all these additional desired expenditures can 
be financed. 

43. Also relevant is the complexity of the existing funding pattern: how far different 
levels of government finance health services and health-related activity; whether there is 
compulsory health insurance and the number of different funds； the role of employers

T 

services and nongovernmental organizations, and other structural features. In some countries 
the public sector is overwhelmingly the predominant source of funds and the political 
decision has been taken that this pattern of financing will be continued into the long term. 
In some circumstances it may be unnecessary to devote effort to documenting the future course 
of the private sector, which is, and is intended to remain, irrelevant or peripheral to the 
main health effort. 



The four steps in financial planning 

44. One way of making a financial master plan is described in some detail in Annex 1 on two 
assumptions which are far from universally valid: (1) that no relevant preliminary work has 
been done; and (2) that there is a complex system of multiple funding of health services and 
health-related activity. But in essence financial planning consists of four main steps: 

(1) Establishing the baseline. To determine the expenditure on the health sector and 
how it was financed for a recent year (if there have been no great changes over the 
years), or for a few recent years if the situation has been changing. This will involve 
defining what constitutes the health sector in the light of local circumstances (see 
Annex 2). 

(2) Estimating expenditure. To make broad estimates of the cost of the health-for-all 
plan and of any other commitments. This will usually involve giving greater precision 
to the plan. 

(3) Estimating income. To project existing sources of finance. 

(4) Reconciling income and expenditure. To quantify any shortfall in income as 
compared with expenditure as estimated in steps (2) and (3) and to determine whether it 
can be met by new or further sources of finance, or by more efficient use of existing 
resources. To the extent that it cannot, to adapt the costed plan to the finances 
likely to be available. 

45. The vital creative activity, to which the whole process leads and which is indeed the 
central purpose of the exercise, is the fourth and final step. Country resource reviews have 
attempted, with varying degrees of success, to identify the gap between what a country 
currently sees itself as able to finance and what it needs to carry out its health-for-all 
plan, the central aim being to mobilize external resources. A financial master plan goes one 
stage further and faces the fact that only the most favoured countries are likely to succeed 
in having the whole gap filled by external donors. However, even in that case, while donors 
may be found to fund, by grant or loan, all or part of the desired capital expenditure, this 
will, at the very least, leave substantial recurring costs to be funded internally. And 
donors will want to be satisfied that these costs can be covered. Moreover loans have to be 
repaid from future export earnings. 

Alternative sources of finance 

46. The process of financial planning obliges countries to confront painful alternatives. 
Some possible options, such as charging for services, will inevitably be politically 
unpopular. Similarly, the decision to cut down on what has been planned, e.g., by postponing 
promised hospital developments, will be politically unpopular among certain population 
groups. On the other hand, to abandon the political stance that there is a real intention to 
bring primary health care within reach of the whole population would be politically unpopular 
among other sections of the population. 

47. It is because the choices can be painful that some countries drift on from year to year 
with short-term plans, responding often to the noisiest pressures, and waiting for some 
extraordinary donor or economic miracle to get them off the horns of these dilemmas. Each 
year the timetable for achieving health for all is thus tacitly set back, though never openly 
abandoned. This may have been inevitable in countries faced with all the vagaries of the 
economic crisis. But in some countries there may have been a lack of political will to 
embark on any form of resolute action which will take them where they are pledged to go. 

48. What then are the options for alternative sources of financing? They will depend on 
what sources of financing have already been developed within the country. The options that 
may be available are set out below: 

(1) Taxation. In countries faced with the prospect of a slow rate of economic growth, 
it is unlikely that substantially increased funding will be found from this source 
unless the health sector is given much higher priority within government spending; the 
demands from other sectors of development are usually such that this is unlikely to 
occur. Earmarking of tax revenue for the health sector, even if approved, may lead to a 
reduction in allocations for the health sector from other tax revenue. 



(2) External cooperation. While the South may argue that it is not only morally right, 
but in its own interest, for the North to provide more external cooperation, there are 
no signs of this happening on a substantial scale. 

(3) Formal social security. If employers and employees in all enterprises - except the 
smallest, where contributions are hard to collect - pay for the health care of those in 
regular employment and their dependants, tax revenue is released to provide for those 
without regular employment and those in the rural sector from whom compulsory 
contributions cannot be easily collected. Such schemes must be carefully devised to 
ensure that they do not conflict, and are closely coordinated with the main priorities 
of the health plan, particularly in terms of health manpower. Where this has not been 
achieved, it is not unknown for the consequences to be damaging for the equitable 
distribution of resources, both geographically and between social groups. Other 
countries have planned for the extension of social security in close coordination with 
government services and under the firm control of the ministry of health. 

(4) Employers' liability. In many countries, the law requires certain types of 
employer to provide health services. Examples include the mining industry and 
agricultural estates. Again, care is needed to see that these developments do not 
conflict with national priorities, are not wasteful of scarce resources, are not 
socially divisive within local communities, and are coordinated with national 
development. 

(5) Charges for services. Charges may be made for the following purposes: 

(i) to correct inequitable geographical distribution of public funds for health 
services； the residents of areas, usually urban, in which for historical reasons 
more costly services are available, could be required to pay part of the cost, with 
possible exemptions for certain categories of persons, e.g., those with very low 
incomes； 

(ii) to stimulate the correct use of the health care system by encouraging 
referral; those who go directly to secondary or tertiary services otherwise than 
in an emergency or oil referral from the primary health care system can be charged 
the full cost of the care they receive as a penalty for by-passing the primary 
health care system; 

(iii) to limit the excessive use of public resources, e.g., water supplies or 
drugs (with a system of exemptions for certain drugs or groups of patients, such as 
children, low-income groups, the chronically sick or those with infectious 
diseases), though the effect may be to place higher demands on the private drug 
sector； 

(iv) to finance preventive services and health-related activities; charges may be 
made for those curative and other services (e.g., maternity care) for which 
payments are willingly made, again with exemptions for certain groups； 

(v)- to exact payment in full for services of a more luxurious standard than can be 
provided for the whole population, e.g., single rooms or rooms with additional 
amenities, such as air-conditioning or television; 

(vi) to stimulate the growth of voluntary insurance and community financing 
schemes (see under option (7) below). 

Direct charges for health services have been introduced or extended in many 
industrialized countries over the past decade. 

(6) Promoting the role of nongovernmental organizations. The role of these 
organizations varies widely from one country to another. In some it is considerable, 
financed by local contributions and by funds raised abroad. If these organizations can 
be given a clearly defined role in the health plan and can be induced to coordinate 
their activities, it may be worthwhile to support them in expanding those activities by 
encouraging further fund-raising efforts. One way of so doing is to provide them with 
subsidies proportionate to the funds they raise themselves. Often nongovernmental 
organizations are left out of the planning process; they need to feel that they are 
part of it if they are to raise money. 



(7) Community financing and voluntary health insurance. This can be stimulated by 
training personnel to promote and manage schemes and by subsidizing administrative 
costs. There are examples of this type of activity in a large number of countries.^ 
Such schemes tend inevitably to be most developed in countries which do not provide 
extensive, free or highly subsidized, health service coverage. In several developing 
countries, village pharmacies or revolving drug funds have been established with local 
funding. Local voluntary labour is often used to construct local buildings to be used 
for health purposes. In Europe and North America self-help groups have been rapidly 
expanding. This type of activity can only be encouraged and coordinated; it cannot be 
imposed. Nor is it likely to be more than a partial solution, but it can bring in 
revenue and encourage community participation. One possibility is to subsidize services 
that are both financed and managed by local communities. 

Figure 1. Options for further finance 

Attract more tax revenue, possibly from earmarked taxes 
Attract more external cooperation 
Introduce or extend compulsory health insurance 
Require employers to provide defined services 
Introduce charges or raise charges for government services 
Encourage fund-raising by nongovernmental organizations 
Stimulate community financing and voluntary health insurance 
Find savings from a more efficient use of resources 
Reorient priorities within existing services or select less costly 
methods of delivery services 

49. Each of these options needs to be examined for: 

- i t s desirability in terms of health priorities (e.g., how will it influence equity 
between income groups or between geographical areas； and how will it influence the 
demand for services according to their relative health importance?). This may depend 
on who exercises effective control over resources； 

- t h e administrative feasibility of developing the source of finance (e.g., are 
exemptions from charges practicable; how far can the collection of compulsory health 
insurance contributions be enforced; and how much can the community realistically be 
expected to contribute and over what period of time?)； 

- p o l i t i c a l acceptability. 

50. In many countries, there is a reluctance to look seriously at these alternatives. 
Social security is rejected either because it is considered socially divisive or because it 
is feared that it will place burdens on vulnerable enterprises or become a centre of power 
outside the control of the ministry of health. Employers

1

 liability is rejected because it 
is feared that it will not be possible to control the services that employers develop or 
again because some enterprises are financially vulnerable. Charging for services is rejected 
as a political impossibility, foreign to the traditions and aims of the government, even 
though millions of people are paying already to avoid the queues and shortages of 
underfinanced and understaffed government services. In many cases, community financing or 
health insurance has never been considered, let alone attempted. But the rejection of all 
these options may add up to a total rejection of the financial feasibility of health for 
all. Services will remain accessible only to a few because of a lack of the political will 
to find innovative ways of making them available to all. 

51. The above options are not mutually exclusive and some are complementary. The 
introduction of charges can stimulate the growth of voluntary health insurance or provide a 
rationale for the introduction of compulsory health insurance. The premiums for compulsory 

1 See, for example, American Public Health Association (International health 
programs), Washington, DC. Community financing of primary health care. In: Primary health 
care issues, Series 1, No. 4, 1978, p. 42. 



health insurance may be established, not just at a level to pay the charges which have been 
introduced, but to ensure that those who are in a position to do so pay, with their 
employers, for all or part of the services provided for them. In return, extra advantages 
may be provided for employed persons, such as evening clinics with less waiting time and thus 
no loss of earnings for those seeking health care, or access to doctors in their own private 
premises. This is the model which one country has adopted for its proposed health insurance 
scheme. 

Promoting greater efficiency 

52. If there is still a financial gap and a feasible way of closing it has not been found, 
the only alternative is to make savings in existing programmes. The most comfortable, but 
not necessarily easy, way of doing this is to increase efficiency in the use of resources by 
encouraging greater self-care, using only generic drugs, maximizing the deployment of 
low-cost health auxiliaries. and so on. One way of promoting this efficiency is through the 
use of programme budgeting. The Regional Committee for the Americas estimates that 
possibly some 30% of the total resources available to the health sector in the Latin American 
countries are being lost through wastage, for such reasons as the inadequacy of technology 
and deficiencies in management. Many countries in Europe are trying to make savings in 
hospital costs, either by imposing ceilings on expenditure or by promoting the use of cheaper 
alternative patterns of care, or both. Some countries are seeking economies by contracting 
out certain support services to the private sector, but the standard of the resulting 
services needs to be closely monitored. 

Preparing a less costly plan 

53. A revised plan may be required that still does reach everyone, even if it is with 
simpler technology. This may involve reducing financial support to services (e.g.

э
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services) in geographical areas where they are already well developed, so that a more 
equitable distribution can be achieved of whatever resources are available. This may, in 
turn, lead the urban elite to develop their own private insurance arrangements in order to 
finance substitutes for services withdrawn or to supplement the reduced government funding. 

54. Equity - the distribution of health activity according to need - is at the centre of the 
health-for-all Strategy. While politically it may not accord with the experience and 
expectations of the more vocal, usually urban, section of the population, there is a much 
less vocal, mainly rural, majority whose support can be mobilized. A government that 
redresses an imbalance in favour of a relatively deprived majority has shifted the basis of 
its support, but the new power base may prove more stable than the old one in the long run. 

55. Again, a balance has to be found between the different alternative sources of finance. 
Charges, if too high, can become a serious deterrent to use. On the other hand, if 
expenditure on services is reduced to such an extent that they are spurned by many of their 
intended users, the aim of equity will not be achieved. Services which are available but not 
used make a nonsense of health-for-all objectives. Moreover, services can be reduced to such 
diluted technology that they cease to be effective. For example, personnel with very limited 
training may be little better than personnel with no training at all. Trained personnel with 
an inadequate supply of drugs cannot use their skills to full advantage. 

IV. ACTION BY WHO IN COLLABORATION WITH OTHER ORGANIZATIONS AND AGENCIES 

Past action 

56. The study of methods of financing health services was made a new component of WHO'S 
programme budget for 1976-1977 and incorporated in the Sixth General Programme of Work for 
the period 1978-1983. A WHO Study Group on the Financing of Health Services, held in 

1 See Programme budgeting as part of the managerial process for national health 
development (unpublished WHO document MPNHD/84.2)； World health statistics quarterly

 t
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1985 (Economic evaluation in the health field). 



November 1977, included in its report^ the recommendation that countries should be urged to 
undertake periodic surveys of financing and resource allocation in their health sector, as an 
integral part of their health planning process. 

57. The action taken by WHO, in collaboration with other organizations and agencies 
(1977-1984), is described in Annex 3. It has consisted mainly of workshops (regional and 
interregional), meetings and seminars to promote studies of the financing of health services, 
the promotion of studies in a number of developing countries, and, on request, the provision 
of consultants to advise countries, e.g., Cyprus, Sri Lanka, Indonesia, Kenya and Zimbabwe, 
on possible new sources of finance in general or in particular. WHO has also, in a number of 
cases, funded health economists to work on a longer-term basis in particular countries which 
have assembled data on the sources of funds and financing of health services. The 

World Bank, the Asian Development Bank and national aid agencies (e.g., Overseas Development 
Administration (United Kingdom) and USAID) have regularly funded the assembly of material on 
sources of financing for health services and the options available as regards alternative 
sources of finance, e.g., in China, Jordan, Malawi, Malaysia, and Pakistan. 

58. The publication of the manual Planning the finances of the health sector2 marked a new 
phase in the Organization's work. While the aim of earlier work had been to establish 
expenditures and sources of finance for an earlier year or series of years, the manual showed 
how expenditure and sources of finance could be projected forward to constitute a financial 
master plan for health for all by the year 2000 - the financial part of the master plan of 
action. In late December 1984 a programme was established at global level to work with 
regional offices in stimulating countries to cost their health-for-all plans, to identify how 
they would be financed, and to develop training in financial planning. 

The further promotion of financial planning 

59. A major thrust is now needed to promote the importance of financial planning as part of 
the managerial process to develop the knowledge, skills and confidence of ministry of health 
personnel and to improve W H O

1

s ability to respond to requests for support in this area. This 
is of special importance at a time when so many developing countries are recognizing that 
finance is likely to be a major barrier to the achievement of health for all. There is a 
risk that some countries will despair of achieving it when they find that donors are 
unwilling to make available resources on anything like the scale required. Costed plans with 
clear objectives, targets and sources of funding are more likely to be attractive to donors. 

60. The first step which must be taken is to give financial planning much more prominence in 
WHO publications. Special issues of World Health Statistics Quarterly have been devoted to 
this question in 1984 and 1985.^ All the key publications (World Health magazine, 
WHO Chronicle and World Health Forum) will be carrying this as a lead theme in issues 
published around the time of the Thirty-ninth World Health Assembly (1986). Prominence will 
also be given to countries
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 financial master plans as they emerge over the coming few years. 
The Technical Discussions during the World Health Assembly in 1987 are to be devoted to 
"Economic strategies to support the strategies for health for all". 

61. More seminars and workshops and consultative meetings are clearly needed to impress upon 
senior ministry of health personnel the importance of this aspect of the managerial process. 
Unless there is a firm thrust from the top, progress will continue to be uneven. 

62. As part of the review of indicators, the preparation of a financial master plan might be 
made a defined stage towards the achievement of health for all. The periodical revision of 
financial master plans may well form part of the tasks to be performed during the count-down 
period. 

63. A further step will be to convene a study group in 1988 or 1989 at which the experiences 
of countries in preparing financial master plans will be reviewed and different methodologies 
compared. It is hoped that, on the basis of this experience, the Organization will be able 

1

 WHO Technical Report Series, No. 625, 1978. 
2

 Mach, E. P. & Abel-Smith, B. Planning the finances of the health sector: A manual 

for developing countries. Geneva, World Health Organization, 1983. 
3

 World health statistics quarterly, 37(4), 1984, and 38(4), 1985. 



to improve its guidance to countries on how best to undertake the task, how to overcome 
difficulties (e.g., to provide more specific guidance on projecting the yield of different 
sources of finance and on making cost estimates) and how to rationalize the use of existing 
resources and mobilize further resources. At some later stage it should be possible to 
estimate with much greater reliability the cost of achieving health for all in each of the 
Regions. 

Support for countries 

64. While it is not necessarily the case that only a health economist can provide support to 
countries in financial planning, it is nevertheless relevant to point out that in only two 
Regions - the Region of the Americas and the European Region 一 is there a health economist on 
the regional office staff: in each case there is one post only. This shows that the 
economic and financial aspects of health for all have not until recently been seen as a 
central or essential part of the work of the Organization. 

65. Regional committees should be invited to consider this question later this year and 
review their capacity to respond effectively tp requests for support from countries as the 
importance of financial planning and economic assessment of strategies comes to be more 
widely appreciated. Many countries do not as yet appreciate that they need economic advice 
in the health sector and that such advice can help them in achieving their health-for-all 
objectives and can improve communication with ministries responsible for finance and 
planning. 

Technical cooperation 

66. There have been a number of successful examples where one or more experienced experts 
have been provided to work with national counterparts in assembling and classifying the data 
available, in identifying the most important gaps in the data, and in specifying how those 
gaps can be filled at reasonable cost. However, success in such activity depends on 
enthusiastic cooperation throughout government, which in turn depends upon the political 
decision to give the work priority, to select able and energetic counterparts who can be 
freed from other work, and to support them and their co-workers throughout the data 
collection stage. Countries may need to have the help of a visiting expert in setting the 
work in motion and, later on, in assembling all the data, presenting the results, and 
analysing the alternatives for political decision. 

67. The number of experts throughout the world with practical experience of this work is 
still limited, though the number is increasing. Because of this lack of experienced experts, 
WHO could certainly not at present meet all the potential demand for expert help over the 
next few years. The long-term aim must be to build up local expertise within each country. 
The formal academic background needed includes skills in the handling of statistics； in 
survey methods and in the elements of economics with an emphasis on national accounting and 
public finance； and in social security planning, as well as a broad understanding of health 
policy and the machinery of government. In some countries, persons with this unusual mixture 
of academic training may not be readily available. The alternative is to use a team of 
persons from several disciplines, but this is a cumbersome way of approaching the task, 
particularly when the team leader does not have the confidence that springs from competence 
in each aspect of the work. There is therefore a critical need to assist nationals to attend 
courses that provide this particular range of skills. 

Education and training 

68. In view of the shortage of experienced experts, the lack of understanding of the methods 
and purposes of financial planning not uncommon among WHO staff and the parallel lack of 
competence at the country level, it is proposed that a major training initiative should be 
launched in this area. Training is needed at the basic level and as part of continuing 
education. It will be incorporated in leadership development, as well as in the seminars, 
workshops and consultative committees, mentioned in paragraph 61, for promoting an awareness 
of the importance of financial planning among ministers and senior personnel of ministries. 

69. Very few schools of public health have given anything like enough attention to the 
economic aspects of health planning. Fellowships should not be awarded for attendance at 
courses in public health or health planning unless this aspect of health planning is given 
proper attention and is built upon suitable teaching in health economics. 



70. There is also a need for short continuing education courses for health administrators 
and planners, e.g., for about three weeks, to reorient them for this wider approach to their 
work. These courses would also be used to reorient members of WHO staff• Such courses might 
be based on training institutions (such as a financial management institute, the faculty of 
economics of a university, or a school of public health), or a training team might visit 
several countries. In addition financial planning should be given a much greater emphasis in 
the training component of the managerial process for national health development. 

71. One of the problems that has come to light is the weakness in this field of the training 
centres in developing countries that should provide such courses and where training for staff 
from those countries should ultimately be based. The Organization is currently attempting to 
identify potential training centres and will give them support, in collaboration with other 
organizations and agencies, in developing this training activity. 

72. What is also of critical importance is that staff once trained be given opportunities to 
use their new skills in their own countries. In the end people will only learn by doing. 
Financial planning is not a once-and-for-all activity, but a continuing exercise. Personnel 
may well need support after they have been trained. 

V. SUMMARY OF RECOMMENDATIONS 

73. Action at the national level 

(1) Member States, that have not yet done so, are urged to prepare financial master 

plans for health for all by the year 2000 as part of their national plan of action for 

health for all. These plans should: 

(i) specify all expenditure on health services and health-related activity, broken 
down into capital and current, and by main fields of activity, by sources of 
finance and, where possible, by geographical area; 

(ii) indicate planned expenditure on health services and health-related activity, 
broken down as in (i) above up to the year 2000 or the achievement of 
health-for-all objectives, whichever is expected to be the earlier； 

(iii) identify in realistic terms the sources of finance for expenditure planned 
in (ii) above, after examining the potential of all alternative sources of finance 
including better use of existing resources, and if adequate finance cannot be 
found, revise the plan in (ii) above according to available finance. 

(2) In preparation for the above, Member States are urged to select the staff to work 
on their plan, arrange for their attendance at courses where the methodologies for the 
preparation of such plans are taught and discussed, send them for basic academic 
training where this is required, and seek assistance, where required, to help them apply 
their skills in practice. 

(3) Ministries of health are urged to give their financial planners strong support in 
their efforts to obtain information from other government departments, external 
cooperation organizations and agencies, nongovernmental organizations, employers and the 
private health sector. 

(4) Ministries of health are urged to strengthen their capacity to manage and carry out 
plans, to evaluate them and to feed the information thus obtained back into the next 
round of the managerial process which must be seen as a continuing activity. 

74. Action at the international level 

It is proposed that WHO, in association with other organizations and agencies, should 
strengthen capability at global, regional and country levels to support and assist Member 
States in this activity by： 

(1) holding further seminars to promote awareness among senior staff of the importance 
of financial planning for WHO; 



(2) promoting further national and regional workshops on financial planning for health 
for all with carefully prepared training material and short courses for planners and 
other personnel, particularly geared to the improved use of existing resources and the 
identification of new sources of finance； 

(3) including a stronger element of training in financial planning in all courses on 
the management process; 

(4) identifying those institutions which can provide basic training for the health 
sector's financial planners and providing fellowships for such training； 

(5) promoting the development of further training centres so that there is at least one 
in each Region; 

(6) selecting a panel of experts competent to serve as short~term visiting consultants 
to support work in financial planning in Member States, and coordinating their 
activities； 

(7) collecting and disseminating through WHO periodicals, publications and other 
documents, noteworthy information concerning national plans and experiences in 
international and bilateral collaboration; 

(8) convening, in 1988 or 1989, a study group to review financial planning, compare 
different methodologies, and give further guidance； 

(9) publishing a manual, updated in the light of accumulated international experience, 
on health financing; 

(10) promoting and coordinating research on health financing through national research 
institutes. 



ANNEX 1 

SCOPE, CONTENT AND SUGGESTED PROCESS FOR PREPARING A FINANCIAL MASTER PLAN 

A financial master plan should have the following features: 

(1) It should cover not just health services but health-related activities. (Problems 
of definition are discussed in Annex 2.) 

(2) It should cover not only services and activities provided by the ministry of 
health, but also those provided by other government departments. 

(3) Unless the public sector is overwhelmingly predominant, the plan should include 
services provided by nongovernmental organizations, employers, public and private, and 
social security institutions, whether subsidized by the government or not. It should 
also include services in the private sector, such as private hospitals and laboratories, 
private practitioners and privately purchased drugs and appliances (both in the 
"western" sector and in the traditional sector). 

(4) It should distinguish capital from current expenditure, and break it down where 
possible into broad geographical regions or areas. 

(5) It should specify the sources of finance. 

(6) It should show the whole cost of implementing health-for-all objectives in the 
national situation. This may lead to a plan showing costs every five years up to the 
year 2000. 

(7) It should show expenditure as a proportion of gross national product and specify 
expenditure on local health care (in line with the global indicators). 

(8) The costing need not be as elaborately developed as for a five-year operational 
plan. 

The following steps may be required to prepare a financial master plan: 

STEP 1. THE BASELINE 

1. Adjust definitions to the national situation 

The guidance given in Annex 2 defines the coverage of health and health-related 
expenditure in general terms only. It is not possible to identify every possible problem of 
definition that could arise in any country. Such problems include the following: 

(1) Where a Ministry of Health is responsible also for social welfare, defining the 
border between health and social welfare. 

(2) Identifying expenditures by other government departments which support ministry of 
health activity. Thus for example, the ministry of works may build and maintain the 
buildings used by the ministry of health. Water, electricity, stationery, etc., may be 
provided for out of the budget of other government departments. 

(3) Identifying the health-related activities of other government departments and local 
levels of government. For example, health services may be provided for the armed forces 
or for prisons； family planning programmes may be operated by another government 
department or local government； nutrition, water and sanitation, health education for 
schoolchildren, education of health personnel, basic housing, veterinary services may be 
provided by other government departments or local government. The precise functions of 
veterinary services relevant to human health which should be counted as "health-related" 
need to be defined. 

(4) Defining employers' expenditure on health services. How far, for example, is it 
possible to identify the cost of measures to promote the health and safety of employees? 
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(5) Defining institutions provided by nongovernmental organizations and in the private 
sector in order to distinguish health institutions (hospitals, nursing homes, clinics) 
from social welfare institutions (e.g., for the aged, the blind or mentally retarded). 

Each country will therefore need to decide precisely what it means by health and 
health-related activity in its national context. One consideration in developing the 
definition will be the need to collect data periodically on a consistent basis without 
excessive cost. 

2. Apply the national definitions and calculate the cost and sources of finance for health 
and health-related activity during recent years 

The methods which can be used for these calculations are set out in a WHO manual.1 
There are two reasons for looking at the situation over more than one year. First, the 
figures for one year may be untypical. Secondly, trends may be identified which can assist 
in the process of projection (see Step 4 below). One source of data concerning expenditure 
by consumers of health care is a household expenditure survey. In countries where such 
surveys are undertaken periodically it will be necessary to interpolate to obtain data for 
intervening years. Ideally such surveys should be extended to obtain data on the quantities 
of services used as well as expenditure on them. Failing such a survey, data can be 
collected from providers of services. 

STEP 2. THE EXPENDITURE ESTIMATES 

1. Calculate the cost implications of approved commitments 

Commitments would include: 

(1) Buildings for the construction of which contracts have been signed or orders have 
been given. The remaining capital costs should be allotted to future years and most 
important of all the recurring cost of using the building needs to be calculated -
including relevant support costs. 

(2) Promises made by the government, e.g., to provide further hospitals, rebuild old 
hospitals, or provide specialized units (both capital costs and the recurring costs to 
be calculated). 

2. Calculate the cost of meeting health-for-all objectives in accordance with national 
policies 

This calculation would include the cost of achieving coverage of the entire population 
through primary health care incorporating the eight essential elements. One possible method 
of making this provisional calculation would be to work from the capital and recurring costs 
of existing primary health care units allowing for the extra cost of any elements not 
currently incorporated. From this can be calculated the manpower requirement and thus the 
training cost for the development of primary health care. Similarly the capital and 
consequential later recurring costs and earlier training costs of other proposed developments 
can be calculated. The cost of approved commitments under paragraph 1 above should be 
included. 

STEP 3. THE INCOME ESTIMATES 

Project up to year 2000 the likely yield of existing sources of finance 

Ideally the ministry of finance or planning agency would give long-term projections for 
public expenditure on health services and health-related activity. But there may well be a 
reluctance to plan, let alone make commitments, so far ahead. On the other hand there may be 
a greater willingness to give outline figures for the year 2000 than for the next five years. 

In the absence of projections from this source the problem can be approached as follows : 

1 Mach, E. P. à Abel
_

Smith, B. Planning the finances of the health sector: A manual 
for developing countries. Geneva, World Health Organization, 1983. 
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Public sector 

(1) Project forward to the year 2000 medium-term estimates of the planned growth of 
gross domestic product• 

(2) Examine past trends in: 

-percentage of gross domestic product devoted to public expenditure; 

-percentage of public expenditure devoted to health and health-related activity; 

一 compare figures with those for other developing countries with a similar gross 
domestic product per head and with the gross domestic product per head of the 
country as planned for the year 2000. 

(3) Allow for any already planned changes in the financing system, e.g., the further 
expansion of compulsory health insurance as the employed population grows in accordance 
with the national plan. 

(4) Project forward on past trends using a number of different approaches, compare the 
results and choose one of the more pessimistic projections. It is likely to be more 
damaging to health priorities to have to cut an over-ambitious plan; than to expand a 
plan which has proved to be too cautious. 

Private sector 

(1) Examine past trends in percentage of gross domestic product devoted to the 
different elements of the private sector. 

(2) Compare figures with other comparable developing countries as above. 

(3) Consider trends in the availability of highly trained manpower and private capital 
developments, e.g.

9
 hospitals. 

(4) Make a projection using different approaches and choose the most likely prospect 
allowing for any effects from the growth of the public sector on the demands made by 
patients on the private sector. 

STEP 4. RECONCILING INCOME AND EXPENDITURE 

1. Examine all possible sources of further finance 

The possibilities include : 

(1) New or higher charges for services with possible exemptions for certain categories 
of user (e.g., children, the poor, or those with particular diseases). 

(2) Requiring employers to provide defined services (e.g., primary health care for 
employees, and their dependants, in mining or on large agricultural estates). 

(3) The introduction or extension of compulsory health insurance. 

(4) Fund-raising by nongovernmental organizations. 

(5) Formal or informal voluntary insurance. 

(6) Community financing in cash or kind. 

(7) External assistance. 

2. Revise expenditure ceilings in the light of estimated income from each of the possible 
sources of further finance 

3. Compare the result with planned expenditure and identify any gap 
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4. Fit planned expenditure to projected finance, using all possible means to that end 

This may be achieved by such measures as steady year-by-year redeployment of existing 
funds and reassignments of personnel (with further training as required); by developing more 
cost-effective ways of achieving objectives, or more effective cost-containment and cost 
control； or even by abandoning or postponing indefinitely certain promised developments. 
But the final plan must be contained within the financial ceilings and achieve the original 
broad objectives of the national strategy. Financial ceilings can then be notified to 
different geographical areas for local participation in detailed planning. 
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THE DEFINITION OF HEALTH EXPENDITURE 

Coverage 

1. It is not possible to cover in detail every national situation, and so these guidelines 
must be interpreted flexibly. In most cases the key question to ask, in deciding what is and 
what is not part of the health sector, is whether the primary purpose of making the 
expenditure is to contribute to human health, as seen by the purchaser. Thus traditional 
health services should be included as part of the health sector. While general subsidies to 
food should not be regarded as a health activity, selective subsidies or programmes 
(income-tested or supplementary feeding for vulnerable groups) should be so regarded. By 
convention, water supply for drinking and washing is regarded as a health-related activity, 
even though water may be regarded partly as an amenity and may also be used from the same 
supply system for agricultural irrigation. General education is not counted as a health 
activity, while health education (whether to improve health, change living habits or 
strengthen self-care) and the specialized education and training of health manpower are 
health activities. Family planning is a health activity, even if it is provided by a 
separate agency, and so is sanitation. 

2. In addition to services which clearly lie within the health field, the following are 
also included : 

- s e r v i c e s to promote the health of pregnant women and young children; 

-preventive measures, such as vaccination and immunization, periodic medical 

examinations of schoolchildren and medical screening of apparently healthy individuals 
for the detection of pathological lesions, such as tuberculosis, some forms of cancer 
and the like; 

- t h e care of the eyes, ears and teeth not only by specialist treatment but also by the 
provision of hearing aids, dentures, spectacles and other appliances； 

一 plastic surgery which is medically prescribed; 

- t h e transport costs of sick and injured persons by 
equivalent； 

- r e s t homes and convalescent homes, when used as an 

- t r e a t m e n t for drug addicts, chronic epileptics and 
institutions for the aged, infirm, deaf mutes, and 
requiring special medical care. 

3. It is essential to include everything needed to support the activity - the erection of 
buildings whether for training health personnel, for health administration offices, or for 
stores of medical supplies, as well as for the actual provision of services. The cost of 
maintaining buildings and vehicles, of stationery, of electricity, telephones and transport 
must be included even if the cost falls on other government departments or agencies. What 
should definitely NOT be included are: 

(1) the economic effects of illness on individuals and families (losses in earnings or 
production)； 

(2) cash benefits for sickness which go some way to cover (1) above. 

Payments by whom? 

4. The answer is by any agency: not only government (central and local) but also social 
security and voluntary insurance schemes (formal or informal), employers, nongovernmental 
organizations, external cooperation or private persons (whether payments to the public sector 
or the private sector). In principle payments in kind for services should be counted, as 
also the value of voluntary labour (e.g., in erecting simple buildings for health purposes). 

ambulance services, or the 

extension to a stay in hospital; 

chronic alcoholics, but not 
other disabled persons not 
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Problems of data collection 

5. The aim is to record what was actually spent. Budgeted expenditure may be very 
different from expenditure actually incurred. Records of what was actually spent may come a 
considerable time after the end of the accounting period and may be incomplete. 

6. A thorough search is needed to track down all expenditure. Thus the budgets and 
accounts of all government departments should be examined, e.g., defence (armed forces 
medical services), prisons (medical services for prisoners), agriculture (certain veterinary 
services), food (nutrition services), education (costs of education of health manpower, 
health services for schoolchildren), social welfare (health services for residents of 
institutions), community development (health promotion), public works (construction and 
maintenance of health buildings). In regard to transport, including maintenance of vehicles 
used for health purposes, a similar search may be needed of the accounts of lower levels of 
government. 

7. A further problem is that government accounts do not necessarily identify separately 
their contributions to the health effort. Thus for example inquiries must be made to see 
whether the ministry of health carries on its own budget the cost of maintaining buildings 
and transport, the cost of stationery, water, telephones and electricity, or whether any of 
these costs fall on another government department or public agency. 

8. It is dangerous to assume that expenditure by employers is negligible without inquiries 
among the larger employers• Nor should it be too readily assumed that non—profit-making 
organizations live entirely on government subsidies, as they may raise considerable funds at 
home and abroad. It is also important to inquire whether general insurers offer health care 
indemnity policies. 

9. Double counting must be avoided at all costs, e.g., some or all external cooperation may 
be counted within the expenditure of government or non-profit-making organizations； 
expenditure by local government, compulsory insurance and non-governmental organizations may 
be partly financed by ministry of health grants； and ministry of health services may be 
partly financed by payments from patients. 

10. Estimates or in the case of small items "guesstimates" are better than a blank in a 
table; this is not a budgeting or auditing exercise. The aim is to calculate the broad 
order of magnitude of health expenditure. Usually the final results are rounded up to 
millions of currency units, or even to tens or hundreds of millions. 

Sources of data 

These include the following which may not be available in every country: budgets and 
accounts of government, central and local (sometimes budgets give greater detail than final 
accounts); annual reports of social security agencies and non-profit-making organizations; 
reports of insurance companies and private hospitals； UNDP records of external cooperation; 
family expenditure surveys； import and export statistics, particularly for drugs (private 
expenditure may be calculated as a residual after subtracting the value of consumption by 
other users). 

NOTE: For a fuller treatment of this subject, see Mach, E.P. & Abel-Smith, B. Planning the 
finances of the health sector: A manual for developing countries. Geneva, World Health 
Organization, 1983. 
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ACTION BY WHO AND OTHER ORGANIZATIONS AND AGENCIES, 1977-1984 

The Health Assembly has long been concerned about the financial basis of health 
activities. Reference to it was made in resolutions adopted in 1967, 1973 and 1975. The 
study of methods of financing health services was made a new component of WHO'S programme 
budget for 1976-1977 and was incorporated in the Sixth General Programme of Work for the 
period 1978-1983. The Study Group on the Financing of Health Services, held in 
November 1977, recommended that countries should be urged to undertake periodic surveys of 
financing and resource allocation in their health sector as part of their health planning 
processes. 

Other action by WHO and other organizations has included: 

- w o r k s h o p s (regional and interregional), consultative meetings, seminars, at which the 
uses of studies of financing and planning resources have been promoted (two such 
meetings have been held in Latin America and the South-East Asia Region, and one in 
the Western Pacific Region)； 

一 an informal consultation on the costing of primary health care with participants from 
15 countries of three regions； 

- w o r k s h o p s and working groups on various aspects of health economics held in the 

European Region; 

- c o u n t r y health resource utilization reviews (CRUs) in 20 Member States； 

- t h e preparation of manuals on how to undertake studies of financing and resource 
allocation and their uses； 

- t h e promotion of studies in a number of developing countries； 

- t h e provision of short-term consultants on various aspects of financing to a number of 
different countries； 

一 the promotion by the Regional Office for the Americas of a new concerted attempt to 
obtain complete figures on health expenditure for Latin American countries, despite 
the formidable difficulties due to the large role of social security institutions in 
the continent. 

Thus, since the meeting of the 1977 Study Group on the Financing of Health Services, 
there has been considerable success in promoting interest and stimulating national action to 
collect information on the subject. But the action has rarely extended beyond the collection 
and analysis of past data. In many cases, the data collected were incomplete, covering the 
public sector only, or covering expenditure on health services and excluding some, or all, 
health-related activities. Moreover, in most cases, such studies were special ad hoc 
exercises rather than a continuing activity built into the planning process. Rarely have the 
data been used as the basis for forward projections of expenditures in order to work out the 
long-term cost of meeting health-for-all objectives and to find out how the proposed 
programme could be paid for. 

Country resource utilization reviews 

Quite a few countries have short-term costed plans for the development of their health 
services, and more such plans are being stimulated by country resource utilization reviews 
(CRUs). However, in many cases the data have been hurriedly put together, are difficult to 
relate to the existing total expenditures (public and private), and the relationship of 
developments in the public sector to those of the private sector are not worked out. Of the 
first 14 completed CRUs only three estimated total public and private expenditure on the 
health sector as a proportion of GNP or GDP, while a further five estimated this proportion 
for public expenditure only. The continuing collection of comprehensive data on expenditures 
on health services and health-related activities would provide an invaluable data base for 
the CRU process. 
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Developing alternative sources of finance 

Many existing health plans lack credibility simply because the source of finance for 
proposed developments is unspecified or left as a future gap, often a very large one, for 
foreign donors to fill. Yet, a few countries have recognized the need to look for 
alternative sources of finance and have asked for and received help from WHO in doing so. 
Over the past decade, some countries have started new schemes of compulsory health insurance 
(the Republic of Korea, Singapore and the Philippines), and others either have proposals to 
do so (Syrian Arab Republic, Thailand, Zimbabwe, Indonesia) or have given careful 
consideration to the possibility and decided against that course. 

Programme budgeting 

Programme budgeting has been promoted as part of the managerial process for national 
health development and a document setting out guiding principles has been prepared for pilot 
application in a number of countries before being finalized.1 The importance of detailed 
cost projections has long been strongly emphasized as part of the managerial process -
particularly the need to determine the running and maintenance costs for any major capital 
investment. The role of the private sector, nongovernmental sector and voluntary agencies, 
and health insurance of different types is taken into account• 

1

 Programme budgeting as a part of the managerial process for national health 
development (unpublished WHO document MPNHD/84.2). 


