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1. INTRODUCTION 

In recent years there has been growing recognition of the importance 
of the financial aspects of the health system. With the increased cost of 
health care, the expansion of the health services to meet the needs of the 
population, and the limited availability of resources, questions of 
financing, availability of funds, sources of funds, allocation of those 
funds between different types of services, determining of priorities, and 
such matters as efficiency and effectiveness have demanded increasing 
attention. 

The World Health Organization has become involved in matters of health 
financing in several ways. As Member States seek technical collaboration 
in policy formulation, as research into various aspects of the health 
system is fostered, and as the realization grows that achievement of the 
goal of health for all by the year 2000 involves a considerable expansion 
in health expenditure in a world of limited resources, so WHO is called 
upon to devote more and more attention to these matters. 

In his report to the sixty-ninth session of the Executive Boardl the 
Director-General of WHO outlined the need for more information to be 
available, and used, in formulating health policies. He emphasized the 
need to look at the total health care system and total health expenditure 
from both public and private sources. 

It is necessary to estimate, in specific terms, the programmes 
required and their future cost, to achieve global, regional and national 
targets in relation to health for all by the year 2000. Having done that, 
attention must be given to the allocation of resources and the generation 
of additional resources. Programmes should be implemented or expanded, and 
expenditure incurred, in an efficient and effective way. Techniques are 
available to assist decision-makers but need to be more widely used in the 
health field. 

Against this background, this seminar was convened by the WHO Regional 
Office for the Western Pacific to enable participants from Member States to 
exchange information and ideas in relation to health financial data and 
their analysis. The seminar went on to discuss the data needs of Member 
States, as well as mechanisms for increasing the capacity to generate and 
analyse such information. 

The seminar also attempted to describe, in general terms, some of the 
future action that is needed on the part of both WHO and the Member 
States. The seminar reached a number of conclusions, covering various 
aspects of the measurement and use of health finance data (section 5). 

It is hoped that the seminar, and conclusions it reached, will prove 
useful to WHO and Member States for future work in this area. 

lDocument EB69/7 dated 18 November 1981. 
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2. OBJECTIVES OF SEMINAR 

The objectives of the seminar were: 

(1) to exchange information on the broad practices and procedures in 
the countries by which they can assess current financing and resource 
allocation for health and the problems involved; 

(2) to review: 

- methods for preparing cost estimates for health development, 
including selected programmes implementing the primary health care 
approach, such as the expanded programme on immunization and the 
programme on control of diarrhoeal diseases; 

- information requirements for planning, financing and resource 
allocation to implement national strategies for health for all by the 
year 2000 using the primary health care approach; 

(3) to identify the needs of the countries in methodology 
development, research and training to strengthen their capabilities in 
surveying costs, development of financing mechanisms, allocation of 
resources and measuring the need to implement national policies and 
strategies for health for all by the year 2000. 

3. ORGANIZATION OF SEMINAR 

The Seminar on Financing Health Development was held ln Manila, 
Philippines, from 31 May to 4 June 1982. 

The agenda and time schedule for the seminar are set out in Annexes 1 
and 2. 

Participants came from China, Japan, Malaysia, New Zealand, Papua New 
Guinea, the Philippines, the Republic of Korea and Singapore. The chief 
resource persons were Mr Alan Mackay (Temporary Adviser and Seminar 
Coordinator), Mr Andrew Creese (Temporary Adviser), Professor Robert Grosse 
(Temporary Adviser), and Dr Edward Mach (WHO/Geneva). The participants, 
temporary advisers and secretariat are listed in Annex 3. 

Dr S.T. Han, Director, Programme Management, and Acting Regional 
Director, WHO Regional Office for the Western Pacific Region, opened the 
seminar. In his opening remarks, Dr Han emphasized that the achievement of 
global and regional strategies for health for all by the year 2000 would 
require the mobilization of resources, both human and financial. This 
would include both the optimum use of existing resources, and the 
generation of additional resources. Dr Han stated that it was necessary 
that action should start at the country level and be initiated by 
governments; the first step should be the allocation to primary health care 
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of any additional resources they could afford. They must ascertain and 
define the present status of financing and allocation of resources, and 
estimate the additional resources needed to achieve the national 
objectives. This could only be done when countries had a well formulated 
strategy and plan of action. In relation to health for all, various 
questions needed answering, such as: how much would it cost? who was to 
pay for it? where was the money to come from? 

The full text of Dr Han's opening remarks is included in Annex 4 of 
this report. 

The participants in the seminar elected Dr C.K. Park as Chairman, 
Mrs F. Torres as his Deputy, and Mr A.G. Smith as Rapporteur. 

The report of the seminar was prepared by Mr A.M. Mackay, Seminar 
Coordinator. 

On 4 June, Dr S.T. Han closed the seminar, indicating the importance 
of the conclusions that it had reached to both WHO and its Member States. 
He emphasized that further work would be needed, and continuing attentiol 
would have to be given to the allocation and generation of funds for 
health. Coordination and collaboration would enable progress to be made 
towards health for all by the year 2000, through primary health care. 

The text of Dr Han's closing address is given in Annex 5. 

A summary of the discussions follows. 

4. PROCEEDINGS 

4.1 Strategies for health for all by the year 20001 

As an introduction to this subject, an outline was presented of the 
development of the global, regional and national strategies. The main 
thrust of the global strategy was to improve primary health care. This 
would be achieved by developing and strengthening existing health systems, 
and by extending accessibility to health services. Both quantitative and 
qualitative improvements would be needed in the health systems to provide 
coverage for the total population and make primary health care available at 
the first point of contact. If health for all was to be achieved through 
primary health care, it would require community participation and a sense 
of partnership between providers and receivers of health services; the use 
of appropriate teChnology; and coordination of primary health care 
activities with other health sector activities. 

Initiatives would be needed in the areas of 

water supply and sanitation 
immunization 

lpresented by Dr R. Noordin. 
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capital developments, including staff training 
administrative support 

Other requirements included the integration of health programmes, and 
setting of targets. It would also be necessary to strengthen and apply 
managerial processes, and to generate and mobilize resources to achieve 
health for all. 

It was noted that, in many countries, emphasis had so far been on 
development of specialized higher level services rather than on primary 
health care. A significant change would be needed in the future. 

4.2 Health financing and managerial processes - Estimating the needs for 
nationsl health development I 

In introducing this subject, attention was drawn to the importance of 
developing the necessary mechanisms and processes if the policy objective 
of health for all by the year 2000 through primary health care was to be 
achieved. 

The following sequential approac.h was outlined: 

assessment of the current situation 

development of policies to overcome deficiencies 

development of strategies to implement those policies 

organization of programmes in accordance with those strategies 

implementation of those programmes 

evaluation, in terms of efficiency, effectiveness, relevance and 
impact 

future assessment of the situation 

The managerial process was illustrated diagrammatically. The need was 
stressed for continuing communication between the various components of the 
managerial system, with feedback mechanisms to enable the system to be 
sensitive to changing circumstances. 

In the managerial process, attention should be given to the financial 
aspects of the health system. 

lpresented by Dr D. Stern. See also Annex 7. 
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4.3 WHO involvement in health finance l 

In outlining the recent history of WHO's interest and involvement in 
health finance, three major aspects were identified. 

(1) A general interest in health financing information, dating from 
the 1960s, and extending to a WHO Study Group in 1977. This 
aspect of WHO interest stemmed from the need for information on 
utilization and costs in sttempting to formulate policies snd 
allocate resources in health. 

(2) An increasing interest in health services research and 
development, particularly the application of economic and 
financing considerations to such research. WHO had identified 
necessary work areas, including determining the cost of health 
care, the use of cost-effectiveness approaches in considering 
alternatives, development of mechanisms for controlling the flow 
of finance, and examining alternative methods of paying health 
workers. 

(3) It was increasingly being recognized that the strategies for 
health for all by the year 2000 involved economic aspects, 
including the cost of achieving the stated goal. Economic and 
financial indicators would be peeded to measure progress towards 
the goal. Attention should also be given to the allocation, 
generation and international flow of necessary resources. 

Major uses of health finance and expenditure data included knowledge 
of fund allocation, identification of areas not receiving adequate funding, 
identification of sources of funds, evaluation of various aspects of the 
health system, study of trends and formulation of policies for organization 
and financing of health programmes and services. 

4.4 Measuring expenditure on health 2 

This presentation described some of the difficulties in measuring 
expenditure on health, and touched upon the following subjects: 

(1) The definition of "health" and "health expenditure". Attention 
must not be confined to expenditure by the Ministry of Health 
alone. Health expenditure by the private sector as well as by 
agencies other than the Ministry of Health must be included so as 
to give a comprehensive picture on which appropriate analysis 
could be based. The specification of what expenditures were to 
be included would result in some decisions having to be made in 
relation to certain expenditures that might have a health 
component. It might also be necessary to apportion certain 
expenditures, based on appropriate assuaptions. 

lpresented by Mr Mackay. See also the paper '~HO and health 
financing"(Annex 8). 

2Presented by Kr Mackay. See also the paper '~easuring expenditure 
on health" (Annex 9) and "Health financing - Sources of finance" (Annex 10). 
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(2) Certain methodological aspects of compiling health expenditure 
data were described. These included the accounting basis for 
expenditure, the dangers of "double-counting", and estimation of 
certain non-cash payments, including payment in kind. 

(3) The sources of finance that were important in health expenditure. 

(4) An appropriate classification of the types and areas of 
expenditure on health, and other useful disaggregations that 
might be possible. 

(5) Potential sources of data on health expenditure. 

4.5 Analysis of health expenditure datal 

Factors were described which might affect any analysis undertaken of 
health expenditure data. These included the definitions and 
classifications used, the basic structure of the health system, and the 
impact of large flows of funds, such as capital expenditure and foreign aid. 

The following types of basic analysis that could usefully be 
undertaken were outlined: 

(1) descriptive analysis 1n terms of type and area of expenditure, 
and source of funds; 

(2) analysis of changes over time; 

(3) adjustment for the effects of population change and inflation; 

(4) relating expenditure on health to other aggregate measures of 
economic activity; 

(5) relating expenditure on health to specific population sub-groups; 

(6) analysis of expenditure in terma of geographical areas; 

(7) analysis of expenditure in relation to whether the services it 
represented were preventive or curative, and whether they were 
primary or other levels of health care; 

(8) analysis of expenditure in terms of source of funds and final 
expenditures and identifying transfers of funds; 

(9) relating expenditure to facilities, resources, services 
utilization and outcome; 

(10) using health expenditure data to make medium-term cost 
projections of health expenditure, both in total and at a 
dis aggregated level. 

1Presented by Mr A. Mackay. See also the paper "Analysis of health 
expenditure data" (Annex 11). 
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4.6 Description of health financing systems and health expenditure data in 
countries represented in the seminar I 

The participants presented a description of the health financing 
mechanisms and the availability of data relating to health expenditure in 
their individual countries. 

Despite the widely differing structure and organization of the health 
services, a recurring theme in these descriptions was the lack of 
availability of comprehensive and timely data on which decisions might be 
based. The difficulty of assembling information on health activities in 
the private sector was emphasized. Many of the difficulties identified in 
the discussions on measuring expenditure on health (section 4.4 and Annex 9) 
had been encountered by participants in their work. These included 
questions of definition, data collection and valuing of payments in kind. 
The influence of foreign aid projects in developing countries was 
discussed, particularly in relation to health for all/primary health care 
initiatives, as well as future recurrent costs which aid-funded capital 
projects would generate. 

The emphasis on hospital services, and the large share of health 
resources which they consumed, was seen by many participants as a 
significant constraint on the efforts to achieve health for all, 
particularly as this emphasis was continuing. Often, in developing 
countries, the provision of hospital services relied on overseas-trained 
personnel, who received very substantial remuneration. It was interesting 
to note that, in some countries, increased private sector expenditure on 
health was being encouraged to permit reallocation of public resources and 
expenditure. 

In summary, it was apparent that more information was needed on the 
total health care system in many countries. More use should be made of 
available information. Careful planning was also needed to ensure that 
primary health care received sufficient funding and that a disproportionate 
share of resourceS was not consumed by the higher levels of the health care 
system. 

4.7 Dec is ion-making , policy formulation and budgeting - How to assess 
competing health priorities and estimate their cost 2 

This presentation outlined the economic approach to problems of 
resource allocation. The planning process was described as an attempt to 
maximize the objective, subject to the constraints that applied (one of 
which was the amount of finance available). The objective for health 
planners was to protect and promote the health of the population, and 
especially those with the lowest health status. 

While health status was difficult to measure, several indicators of it 
existed, including life expectancy, mortality and disability rates. 

lSummaries of these country presentations are contained in Annex 13. 

2Presented by Professor R. Grosse. 
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The decisio~-making approach was illustrated in terms of choosing 
between alternat1ve health and related programmes (e.g. medical care, 
disease control, family planning, maternal and child care, water quality 
and volume, food, sanitation, education) or of choosing an appropriate mix 
of these programmes, in order to best achieve an objective or multiple 
objectives. 

Some of the constraints encountered were described. These related to 
manpower levels, training capacities, cultural, political and administrative 
norms, availability of facilities and equipment, construction and 
procurement time, transport capabilities, income and expenditure patterns, 
educational level of the population, capital and recurrent budgets, 
structure of the existing health care delivery system, and existing 
commitments. Constraints might vary over time. 

Funding, programmes and objectives should be more closely related in 
health planning. It might be useful to attempt to project the effect of 
Some given additional expenditure upon the health of the population, when 
attempting to choose between alternatives. 

It was suggested that cost/effectiveness or cost/benefit analyses 
might be useful teChniques for choosing between alternatives. These 
analyses involved identification of the specific activities of a proposed 
programme, and then estimation of the resources and costs that would be 
needed to implement the programmes. On the other hand, the projected 
effects of the programme should be estimated. For the cost/benefit 
analysis, such effects should be expressed in monetary terms. 

Several difficulties might arise in undertaking these analyses. Data 
on costs were often deficient. Knowledge of the likely effects of any 
given programme was often limited, while expressing those projected 
benefits in monetary terms was very difficult. 

If multiple objectives had to be met, and several programmes were 
under consideration, then assessment of the effects of the various 
alternatives could become very complex. 

It was suggested that analyses along the lines of the 
cost/effectiveness and cost/benefit techniques should be applied to 
existing programmes and services as well as programmes and services under 
consideration. 

This type of analysis was directed towards specific decisions, in 
contrast to the broader sectoral analysis of health expenditure and the 
health care system that was also being discussed by the seminar. The two 
approaches were seen as complementary, both being of value in the planning 
and decision-making process. Participants noted that decisions might on 
occasion be made for political and other reasons. This did not diminish 
the responsibility of health planners, research workers, economists and 
administrators to provide decision-makers with objective information on 
which informed decisions could be made. 

II 
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4.8 Health for all by the year 2000 - Economic aspects of the strategyl 

This presentation identified the relationship between the compilation, 
analysis and interpretation of health financing data, and the fomulation of 
policies to enable the goal of health for all by the year 2000 to be 
achieved. Reference was made to the manual, "The economic basis of health 
programmes"2 which would assist countries in achieving this. 

It was recognized that the population as a whole could not have access 
to medical services or hospitals. Developing countries had neither the 
resources nor the funds to permit such coverage. 

By analysing the total national health expenditure, it was possible to 
identify what was being spent and where, who was financing it, and whether 
that expenditure was in accord with policy goals. This enabled future 
broad planning and financial projections to be undertaken, both in relation 
to the existing health system and to the rearrangements and new programmes 
that might be necessary to permit the attainment of health for all by the 
year 2000. It also allowed governments to consider options to enable those 
future plans to be implemented, by either reallocating existing funds or 
generating additional funds. Where appropriate, managers in the health 
sector, at all levels, should continually deploy whatever means they had to 
generate anu mobilize resources for health. This included involvement of 
the community in the provision of health care, and was particularly 
pertinent in developing countries, or countries where there was, at 
present, insufficient expenditure on health. Periodic analysis and 
reassessment would enable governments to evaluate the effect of their 
policies and programmes, and to identify whether any shifts in resources 
that were occurring were in accord with national health services 
development objectives. 

Participants in the seminar were reminded of the need to gather 
financial information about the total health care system, and not only 
expenditure by the Ministry of Health. It was noted that Ministry of 
Health budget documents were rarely structured in a way that permitted 
programme planning and analysis to be undertaken. Methodological 
difficulties in gathering total expenditure data were again referred to. 
Further efforts would be needed to develop methodology and data sources, 
particularly in relation to the private sector. In developing countries, 
the estimation of costs of traditional medicine and the valuing of payments 
in kind presented some difficulties. 

While it was recognized that national data on this basis might be of 
limited value in microeconomic analysis relating to specific programmes, it 
was evident that total national data were necessary as a starting point for 
much of the health financial analysis that needed to be undertaken. 

lpresented by Dr E. Mach. 

2See Annex 14. 



- 10 -

It was emphasized that health expenditure data needed to be analysed 
in relation to the utilization of services and the resources that they 
used, and, if possible, in relation to some measure of outcome as a result 
of those services. The compilation of national health accounts should not 
become an end in itself. 

4.9 Collaboration within and between sectors 1 

The presentation emphasized the importance of collaboration and 
coordination within the health sector in pursuing the goal of health for 
all. Joint planning was essential between both the public and private 
components of the health system, and health planning units needed to be 
strengthened. 

Collaboration was also needed between the health sector and other 
sectors. Many other sectors impinged on health, and intersectoral 
cooperation was therefore necessary. For example, the improvement of water 
and sanitation required cooperation between the health and public works 
sectors. The significant effects of education and food production on 
health also required cooperation between those sectors and the health 
sector. 

National health councils and national health development networks 
would be involved in these coordination activities 

Some participants outlined mechanisms for collaboration within and 
between sectors in their countries. 

4.10 International collaboration2 

International collaborative mechanisms for health were briefly 
described in this presentation. Reference was made to the role of WHO in 
this area; major sources of WHO finance were identified as well as the uses 
to which WHO funds were put, both in total and in the Western Pacific 
Region. The role of WHO included facilitating the transfer of resources, 
stimulating action to mobilize those resources, and establishing mechanisms 
for channelling support to Member States. WHO was a member of a recently 
established health resources group for primary health care, which would 
provide a forum for discussions on problems of health resources for 
developing countries. 

There was some discussion of the constraints applying to providers of 
foreign aid in terms of their designated areas of activity, the balance 
between the types of project that they supported, and whether they could 
provide capital or recurrent support. The problems of coordination of 
foreign aid within those countries receiving such assistance were also 
discussed. 

lpresented by Dr D. Stern. 

2Presented by Mr E. Uhde. See also the paper "International 
collaboration - The international flow of funds for health purposes, and 
the role of WHO" (Annex 15). 

II 

II 
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4.11 Health financing aspects of management information systems l 

This presentation described the desirable health information system as 
one that provided the right information to the right person at the right 
time. It should be both use-oriented and user-oriented. It should be 
effective in content and presentation, efficient in its data generation, 
processing and production, and dynamic in responding to changing 
information requirements. 

The information and the level of analysis required by users varied 
according to the function of the user. Different levels of indicator were 
needed to measure process, output, performance, effect and impact. 
Different indicators had to be selected for policy planning, management 
control, operational control and task performance. 

The achievement of health for all by the year 2000 called for ong01ng 
effective monitoring and feedback. Financial data were a necessary 
component of this. Information systems might need some adaptation to 
provide capacity for the financial management that would be required. 
Attention should also be given to efficient ways of generating and 
collecting the necessary data. Further work must be undertaken on 
improving data sources and data analysis. The flow and timeliness of data 
had to be improved, and it was also necessary to carry out more analysis of 
existing data. 

Attention was drawn to the likely impact of computer technology, 
including the use of microcomputers, which might prove to be appropriate 
for the needs of developing countries. It was observed that the 
availability and use of health data had improved during the past five 
years. However, there was a continuing need for the development of skills 
in analysis of health data, including health expenditure data. Some 
countries possessed data but had little capacity to analyse it; other 
countries did not at present collect reliable data. WHO was prepared to 
help countries to improve both their data collection and analysis in 
appropriate ways. 

4.12 Cost-effectiveness, efficiency and the allocation of resources to 
health programmes 2 

As an introduction to this subject, work undertaken for WHO in 
relation to the expanded programme on immunization (EPI)3 was described. 

The EPI cost-effectiveness analysis was a specific application, 
addressing a specific objective and having particular data requirements. 
It was aimed at the allocation of resources between alternative activities 
to achieve efficiency. The objective was to encourage the consideration of 
various options within an economic framework by people involved at 
different levels in the planning and management of health programmes. 

Ipresented by Mr M. Subramanian. 

2Presented by Mr A. Creese. 

3See Background Document No. 11 (Annex 18). 
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analysis should not be confined to costs 
Ideally, it should also include estimates 

Cost information would have to be classified in various ways (e.g. 
fixed and variable costs should be separated). Assembling the cost 
information would require the making of assumptions on the apportionment of 
costs. The degree of detail needed in compiling the costs would depend on 
the level of analysis at which it was required. The results of two field 
tests in Thailand and Indonesia of the guidelines developed were 
described1• Ways in which this type of analysis could help programme 
managers to make decisions on specific issues were outlined. 

There was a discussion on the possible application of similar analyses 
to other areas of primary health care. Some participants from developing 
countries considered that, frequently, basic skills in data collection and 
analysis were available only at the central level, although it was agreed 
that decentralization of such skills was often desirable. In some 
instances, there would also have to be strengthening of the capacity to 
undertake analytical studies at the central planning level. 

It was also considered appropriate for analysis such as this to be 
carried out at a higher level than the sub-programme level, as part of the 
function of management of the health system. 

The difficulties involved in making assumptions about the likely 
health output effect of given inputs were discussed. Frequently, there 
were deficiencies in epidemiological data on the effects of various primary 
health care interventions. Certainly, there was no established "health 
production function" so that comparison of relative values of different 
interventions was dependent upon assumptions about the effects of those 
interventions. Nevertheless, it was agreed that this approach might lead 
to the provision of better information for decision-makers than was 
currently available. 

4.13 Future action of WHO, the Regional Office for the Western Pacific and 
Member States2 

"'" 
The discussion on future action on the part of Member States and WHO 

(including the Regional Office for the Western Pacific) was introduced by 
the identification of six specific areas which appeared to require action 
as follows: 

(1) Identification of needs 

Each Member State, with the collaboration of WHO, must identify 
in specific terms its needs, deficiencies in the present health system 
and action required to improve the situation so that the goal of 
health for all by the year 2000 might be achieved. 

1See Background Document Nos. 12 and 13 (Annex 18). 

2Presented by Mr A. Mackay. See also the paper, "Possible 
components of a regional action programme on economic aspects of the health 
for all by the year 2000 strategy" (Annex 16) and Annex 17. 
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(2) Design of programmes and strategies 

Having identified its needs, each country must determine what 
programmes and strategies would be required to meet those needs. The 
designing and planning of these programmes and strategies must be in 
specific, quantitative terms. Support would be required from WHO for 
many countries to be able to do this. 

(3) Estimating the cost 

The cost of the specific programmes that were to be implemented 
must be estimated. It would be necessary for countries to examine the 
costs of alternative programmes, and possibly to amend proposals in 
the light of those estimated costs. Support might also be required 
from WHO in the estimation of costs. 

(4) Policies for generating/reallocating/containing health finances 

Each country would need to assess the difference between the 
estimated cost of proposed programmes and the likely availability of 
funds from existing sources. Policies might be needed for containing 
health expenditures in certain areas. Available options for 
reallocation of funds from existing areas of the health services to 
other more cost/effective programmes might have to be considered. 
Potential sources from which funds could be generated would also 
require attention. To assess possibilities for reallocation or 
generation of funds, it would be necessary for countries to first have 
a knowledge of the present magnitude of the various types of 
expenditure and sources of funds. WHO support might be necessary for 
many countries both to develop this baseline knowledge of current 
expenditure and financing, and to assess possible alternatives. 

(5) External assistance which might be needed 

After considering options for reallocation of existing funds and 
generation of additional funds, it might still be necessary for 
countries to seek external assistance. WHO could playa significant 
role in advising on the type of assistance that was needed and would 
be of most benefit, and on the efficient channelling of this 
assistance from donors to recipients. 

(6) Measuring progress 

It was essential that programmes that were implemented be 
evaluated, and that progress be monitored. WHO had a considerable 
responsibility in helping countries to undertake measurement of 
indicators, in interpreting those indicators, and in suggesting 
programme modifications as appropriate, as a consequence of analysing 
these indicators. 

It was emphasized that health financial data must be used for 
assessing the effectiveness and efficiency of the existing health system. 



- 14 -

It was suggested that WHO had a facilitating and coordinating role, 
but that some initiatives rested with the Member States. WHO was 
willing to support, assist and advise countries, to provide technical 
support, information, training and expertise. Opportunities to exchange 
information were important, and the use of a permanent mechanism to enable 
countries to work together and exchange experience and expertise would need 
to be considered. National health development networks had a role to 
play. Training opportunities might become available through various 
means. The identification of country health problems and the mobilization 
of community resources to supplement existing resources would also be 
necessary. WHO itself might have to increase its capabilities in support 
of country activities. 

Some of the future action that would be necessary for both WHO and 
Member States was outlined in specific terms. This included analyses and 
studies, monitoring, planning, training, and research. (see Annex 16) 

Participants then commented briefly on their perceptions of future 
action that would be needed. A summary of their comments is given in 
Annex 17. 

(1) 
adequate 
data, to 
health. 
policies 

5. CONCLUSIONS 

This seminar has clearly demonstrated the importance of giving 
attention to the preparation and analysis of health financial 
assist in formulating pOlicies and programmes that will improve 
This information is also needed for the ongoing evaluation of 
and programmes. 

(2) Countries need to formulate, in specific and quantified terms, ;' 
the strategies and programmes that will be needed to achieve health for all / 
by the year 2000 through primary health care. 

, 
(3) Having done this, the cost of such programmes will need to be ,/ 

estimated, and the economic feasibility of the preferred strategies 
reconsidered (if necessary). Attention will need to be given to the 
sources of funds for those programmes, either through generation of 
additional funds or reallocation of existing funds. 

(4) Attention needs to be given to the use of both general and 
specific indicators which measure progress towards health for all by the 
year 2000. These indicators need to be of two types - indicators such as 
those developed to date by WHO and indicators which monitor and evaluate 
the progress and impact of specific programmes which are introduced or 
extended, as elements of national strategies, in order to achieve health 
for all by the year 2000. 

/ 
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(5) Additional resources and funds for health, including primary 
health care, might be generated from some or all of the following sources 
(to supplement but not to replace existing funding mechanisms); 

community efforts and increased community participation; 
introduction of some form of health insurance mechanism; 
assistance through the international transfer of resources. 

Governments should also critically analyse their own sources of funds 
and the mechanisms by which those funds are generated. If it is 
appropriate, more funds should be allocated and mobilized for health. 

(6) As well as the generation, collection and analysis of data that 
are not currently available, attention needs to be given to the use of data 
that are already available. In particular, the analysis of expenditure and 
cost data needs to be undertaken in relation to information on resources, 
utilization and outcome. Member States should ensure that at least basic 
data are available on the sources of funds and sreas of expenditure in the 
health sector, and that they are analysed in relation to policy formulation 
and planning. 

(7) In undertaking health financing analysis, it is essential that 
attention be given to definitional and methodological aspects of any such 
analysis. Methodology and data that are appropriate to the aims of the 
analysis should be adopted. Cost/benefit and cost/effectiveness studies 
are an appropriate tool for many such analyses. 

(8) In undertaking a health sectoral analysis, expenditure on health 
by all branches and levels of government, and the private sector, should be 
included. 

(9) Member States should identify deficiencies in their expertise to 
undertake health financial and related analyses, and should consider ways 
of acquiring resources and mechanisms to overcome those deficiencies, 
including the seeking of assistance and training activities through WHO 
(and other agencies). In turn, WHO (and other agencies) should be ready 
and willing to support and encourage steps to enable Members to develop 
their abilities and resources to undertake such analyses. 

(10) There is a need for coordination of health programmes by 
national governments, to ensure that health planning is appropriate, that 
programmes are formulated in accordance with objectives, and that resources 
are channelled towards national health goals. National health development 
networks may provide a mechanism for such coordination. 

(11) In terms of the objectives of this seminar; 

(a) there has been an exchange of information and procedures 
involved in the allocation of resources for health, and the range 
of problems that are involved; 
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(b) methods of estimating costs of health development and health 
care, including additional programmes to be delivered through 
primary health care, have been discussed. Attention has also 
been given to information requirements for planning, financing 
and resource allocation to implement strategies for health for 
all by the year 2000; 

(c) needs of countries, in terms of development of methodology 
and data collection and analysis, as well as training 
requirements, have been discussed. 
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OPENING REMARKS BY THE ACTING 
REGIONAL DIRECTOR TO THE SEMINAR ON 

FINANCING HEALTH DEVELOPMENT 
MANILA, 31 MAY TO 4 JUNE 1982 

ANNEX 4 

It is a great pleasure to welcome all of you to this first Seminar on 
Fiancing Health Development in the Western Pacific Regional Office. 

The challenge facing all of us - WHO, its Member States and their 
respective peoples - is to achieve health for all by the year 2000. The 
global and the regional strategies which the World Health Assembly and our 
Regional Committee have endorsed call for the mobilization of resources 
both human and financial, to achieve the goal of health for all. The 
global strategy in particular stresses that the successful implementation 
of the strategies will demand the mobilization of all our financial and 
material resources. This implies first of all making optimum use of 
existing resources, both within and among countries. At the same time, 
additional resources will, undoubtedly, be generated. 

The strategies then call for a wide range of activities, those to be 
taken by the governments and those for which international action is 
necesary. It is particularly emphasized that international action will 
consist of: 

exchange of information; 

exploring alternative ways of financing the health systems; 

estimating the order of magnitude of financial and material needs 
for the strategy; 

promoting the development of methodology and providing support for 
cost benefit studies in various aspects of the strategy, such as 
programmes for safe water and sanitation, immunization, nutrition, 
and cost benefit studies on various ways of organizing the health 
system based on primary health care; and 

strengthening the capacities of developing countries to prepare 
proposals for possible funding by the governments and external 
sources. 

It is obvious that action in relation to international economic and 
financial support and strategies must start at the country level. It must 
be initiated by the governments and the first step should be the allocation 
by governments to primary health care of any additional resources that they 
can afford. Even if the governments cannot be expected to reallocate 
existing resources to a great extent, they can certainly influence the use 
of all available resources in the most effective manner. In this way, 
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governments can progressively build up a critical mass of reSOurces that 
primary health care requires. 

In order to achieve this, however, it is necessary to ascertain and 
define the present status of financing and allocation of resources and the 
capabilities of countries to assess the situation. It is also necessary to 
estimate the additional resources that will be required to achieve the 
national objectives. Such estimates can only be made when countries 
already have a well-formulated strategy and plan of action. 

It is the purpose of this Seminar to identify the needs of the 
countries for international action for individual action and for the 
development of methodologies that will enable them to clearly state how 
they can make the best use of existing resources, and what will be the 
necessary requirements to implement the strategies for health for all by 
the year 2000. 

Some countries in the Region have well-established methods of cost 
allocation, resources projection and financing of health services while 
others have less developed methods and procedures. It is the purpose of 
this Seminar to exchange information and to identify what should be done in 
the future to enable countries in the Region, both individually and 
collectively, to answer some crucial questions in relation to health for 
all: how much will it cost? who is going to pay for it? where will the 
money come from? As experts in health financing, resource allocation, 
budgeting, financial control and evaluation, I hope that you will be able 
to determine the methods which the countries could adopt and use and advise 
us what other methodologies may have to be developed and what are the 
information and training needs. 

I am particularly grateful to Mr Alan Mackay, Director, Health 
Expenditure and Financing Section, Policy and Planning Division, Australian 
Department of Health, Australia, who is serving as temporary adviser and 
coordinator of the Seminar, to Professor Robert Grosse, Chairman, The 
University of Michigan, School of Public Health, Department of Health 
Planning and Administration, U.S.A. and Mr Andrew Creese, Health Economist, 
Centre for Development Studies, University College of Swansea, Wales, 
United Kingdom, who are also participating as temporary advisers in the 
Seminar and I also wish to express our thanks to Dr E.P. Mach from WHO 
Headquarters, who has for many years worked on the development of practical 
methodologies to introduce economics in health development efforts in 
developing countries. 

This very brief seminar will be covering an enormous amount of ground 
and I wish you every success. I look forward to receiving your conclusions 
as to how we can work together to ensure economic support for the 
strategies for health for all. I wish you success in your deliberations. 

II 
;I 

\I 
II 
" 

II 
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CLOSING REMARKS BY THE ACTING 
REGIONAL DIRECTOR TO THE SEMINAR ON 

FINANCING HEALTH DEVELOPMENT 
MANILA, 31 MAY TO 4 JUNE 1982 

You have now come to the end of this week-long seminar in the course 
of which you have covered a wide-ranging programme of topics. A seminar is 
a learning experience in which we learn from each other. your discussions 
had the purpose of identifying the situation in countries in relation to 
the financial support being extended to the health-for-all strategies and 
of determining the future course of that action should be taken, both by 
the countries and by WHO. 

You have discussed during the seminar many important themes: 

the goal of health for all by the year 2000 and the primary health 
care concept; 

the applied analysis of health finance data, particularly in 
relation to resource and utilization data; 

the allocation of resources between health programmes; 

the generation of further funds for health programmes; 

the projection into the future of cost of health programmes; 

the need for economic principles to be used in assisting policy 
formulation for the health sector. 

The discussion during the seminar, when translated into action and 
applied, will contribute both to the allocation and generation of financial 
resources. The discussion has shown that there is a need to create greater 
awareness of the importance of economic aspects in the planning and 
management of health systems. It has also shown that countries need to 
specify their plans and activities to achieve the goal of health for all, 
to cost these plans and activities, and to continuously monitor and 
evaluate the progress made using the appropriate indicators. You have also 
discussed the need to improve data analysis for financing and resources, 
and to make better use of existing data. 

Your conclusion will be brought to the attention of Member States and 
WHO, who have the important task in the years ahead of translating into 
reality the guidelines for future action you have identified. 
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I wish to thank all of you for your contribution and hard work and, in 
particular, the Chairman and Vice-Chairman, Dr Chong Kee Park and 
Mrs Fleur de Lys Torres, our very active Temporary Advisers, Mr Alan Mackay, 
Mr Andrew Creese and Professor Grosse, and our Rapporteur, Mr Andrew Smith, 
who has faithfully recorded the proceedings of the past week. 

I trust that the past week during which have worked together is just 
the beginning and that we will continue to work jointly to provide support 
to the countries of this Region in the achievement of their objectives. 

Thank you and bon voyage. 
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QUESTIONNAIRE 

The semiar will use as base for discussion a review of the situation 
in the countries of the Region concerning financing and expenditures for 
health. 

It is therefore necessary to present a clear picture of present 
financing and expenditures for health. This means provision of information 
as how much money is spent for health; what sources it comes from and how 
it is raised: how it is allocated in particular to primary health care, 
and how it is spent. 

Participants are requested to prepare a country statement containing 
the above information for their country. The country statements should 
also include identification and specification of problems and particularly 
information requirements related to present situation, costing future pl'ns 
and alternative sources of funds. 
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GENERAL COUNTRY INFORMATON 

l. Country 

2. Population 

3. Gross National Product (GNP) in 

local currency* Year 

4. GNP per capita in 

local currency* Year 

5. Total health expenditure in 

local currency* Year 

6. Percentage to GNP 

7. Amount spent on local health care** 

local currency* Year 

*Please provide local currency-US dollar exchange rate. 

**Local Health Care - this refers to first-level contact, including 
community health care, health centre care, dispensary care and the like, 
excluding hospitals. 
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HEALTH EXPENDITURES FOR THE YEAR 

Ministry of Health Services 

Other Governments agencies 
health services 

Compulsory health insurance 

International programmes 

Water supply and sanitation 

Health education 

Health manpower development 
and resources 

Voluntary health insurance 

Private expenditures 

Government/Ministry of Health 

Other Government agencies 

Health insurance 

Private 

External 

1975* 1980* 
Local Currency** 

SOURCES OF FUNDS 

*If the data are not available for the years 1975 and 1980, kindly 
state the data available and the years to which the data refer. 

**Please provide local currency-US dollar exchange rate for 1975 and 
1980. 
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RECURRENT EXPENDITURE HEALTH SERVICES FOR THE YEAR 

1975* 1980* 
Local Currency** 

Teaching hospitals 

Central general hospitals 

Specialized and long stay hospitals 

General hospitals 

Special programmes (Please list) 

Training of health personnel 

Research 

Administration 

*1£ the data are not available for the years 1975 and 1980, kindly 
state the data available and the years to which the data refer. 

**Please provide local currency-US dollar exchange rate for 1975 and 
1980. 
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CAPITAL EXPENDITURE HEALTH SERVICES FOR THE YEAR 

1975* 1980* 
Local Currency** 

Teaching hospitals 

Central general hospitals 

Specialized and long stay hospitals 

General hospitals 

Special programmes 

Training of health personnel 

Research 

Administration 

*If the data are not available for the years 1975 and 1980, kindly 
state the data available and the years to which the data refer. 

**Please provide local currency-US dollar exchange rate for 1975 and 
1980. 
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WHO AND HEALTH FIN~CING 
A.M. Mackay 

~mX8 

WHO has, for several years now, had a real and increasing interest in 
Health Financing and Expenditure. This paper attempts to trace some of the 
origins and history of this WHO interest, and to indicate the reasons for 
this interest. Inevitably any proposals for development or change in 
health services, either on a local, national or international basis, 
ultimately reduces to a question of resources - the manpower to undertake 
it, the materials and facilities that are needed, and the finance to 
facilitate it. This is always the case, irrespective of how good and 
necessary those proposals may be. 

In encouraging individual countries to consider the financial 
resources needed and available for health programmes, and in looking 
internationally at such programmes, WHO has come to face the question of 
financing health programmes time and time again. 

It is possible to discern three distinct strands of WHO interest in 
this field. Of course, while they are separate, they relate very closely 
to each other. They each seek to encourage Member Countries of WHO to give 
more attention to issues relating to health finance and expenditure. 

(1) Interest in Health Financing Information 

As an aid to administrators, WHO has tried for some years to 
facilitate the gathering of information about the economic aspects of 
health services. 

In 1963, a study of financial aspects of the health system in six 
countries was conducted and published. (Paying for Health Services -
Public Health Paper No. 17.) 

In 1967, a study covering 33 countries was published (An International 
Study of Health Expenditure and its Relevance for Health Planning - Public 
Health Paper No. 32). The introduction to that study states: 

"In high-income countries, interest has been focused on the 
effects of rising health expenditure upon governments, social security 
agencies, insurance companies, and members of the public upon whom the 
costs ultimately fall. Increasingly, health administrators have been 
called upon to explain their demands for more and more national 
resources. In developing countries, the economics of health services 
have been studied with special attention to the part that such 
services should play in national economic development. 

This paper was prepared while the author was a Temporary Adviser to 
WHO for the Seminar on Financing Health Development, Manila 1982. Views 
expressed should not be taken as necessarily representing the views of the 
Australia Commonwealth Department of Health. 
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Discussion of such matters has been hindered by the lack of 
information. Not only is little known of the effects of changes in 
health services upon economic growth, but even the simplest 
information has not been available in a comparable form. For example, 
the amounts that countries spend on their health services is not 
adequately known, nor is it understood whether or not the amount spe4t 
on health services is affected by standards of living, systems of 
financing, the need for health services, differing cultural attitudes 
to health, or other factors. The available information has not 
permitted valid quantitative comparison of the health services 
provided by different countries, or of their costs. Trends in 
expenditure on health services, and on different areas within such 
services, have been difficult to identify. Little is known of the 
causes of rising expenditure or of methods of financing it." (p.9). 

That same study ended by indicating areas of further work that 
were required. "More information is necessary in the following 
areas: (1) trends of health expenditure and the reasons for such 
trends; (2) the extent of health services in different countries; 
(3)At he reasons for differences in relative prices; and (4) the 
geographical distribution of health resources within countries, and 
the success or failure of economic and other measures taken to bring 
about a more even distribution. 

However, studies of expenditure and costs are of little meaning 
unless they are related to the benefits received. In this connexion, 
further information is necessary on (1) the utilization of various 
health services and the economic, social, and medical benefits derived 
from them; (2) the reasons for the great national and international 
variations in consultation rates, lengths of hospital stays, and 
prescribing patterns (and whether or not these factors are influenced 
by different systems of financing health services and by different 
means of paying personnel); and (3) most important of all, the 
economic and social benefits that individuals and nations obtain in 
return for the money that is spent". (p 102) 

WHO then convened a Study Group on the Financing of Health 
Services, which met in 1977. The Report of that Study Group appeared 
as Technical Report Series 625. The introduction of that Report 
stressed the importance of health financial information, in the 
following terms: 

'While public health administrators are well aware of the funds 
under their own control, information is rarely available about total 
expenditure on health-related activities-spending by organs of 
govert1lllent other than the Ministry of Health itself, by Social 
Security Agencies, and by charitable bodies, and particularly 
expenditure in the private sector, including that on traditional 
services. Only when all sources of finance are brought together, and 
and analysis is made of what precise services are financed by what 
funds in particular geographical areas, is it possible to consider 
what changes can be made in order to move faster towards the new 
objectives. 
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What is therefore needed is to develop (a) a methodology for 
classifying this information and (b) low-cost methods of collecting 
it. Such information should help in examining how far it is possible 
to develop new sources of finance, to redeploy funds already devoted 
to health purposes, or to release reaources by more efficient methods 
of operation for use in areas of higher priority". (p 7) 

That report went on to record that: 

The World Health Assembly and the WHO Executive Board have called 
on several occasions for a strengthening of the financial basis of 
health activities". (p 11) j and that 

"Among the objectives of WHO's Sixth General Programme of Work, 
which covers the period 1978-1983, is the following: 'To promote the 
development and application of efficient managerial, information and 
evaluation of systems for the planning and operation of health 
programmes, including the financing of health activities'. The 
approaches and activities to achieve this objective will include the 
provision of information and collaboration with countries in 
developing and introducing improved methods for financing health 
activities. To help achieve a more equal distribution of care, WHO is 
to encourage the development and application of research methods for 
the study of different systems of financing health activities. It 
will also encourage the identification, rationalization and use of all 
potential sources to finance country health programmes and 
health-related activities. 

Thus, the Organization's governing bodies have given abundant 
authorization to undertake this work to explore and improve present 
methods of financing health services". (p 12) 

The Recommendations of that Study Group begin as follows: 

"1. Countries should be urged to undertake periodic surveys of 
financing and resource allocation in their health sector, as an 
integral part of the country health programming or similar health 
planning process, for programming and evaluation purposes". (p 57) 

The Recommendations go on to suggest how these studies might be 
used, how they might be planned and undertaken, and what the 
involvement of WHO might be in them. 

Among the comments made when the Executive Board discussed this 
Technical Report are the following: 

..... One of the main problems facing health services was financing 
- not only because resources were inadequate but also because poor use 
was made of those available. Another common shortcoming was ignorance 
of possible sources of financing". (EB63/SR/2, p 8). 

and 
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"There was no ready-made answer to the problem of finding the 
most effective way of financing health services. Each country must 
work out its own solution according to its own economic and social 
structures and political circumstances. However, it was very 
important to have access to information on the systems and experience 
of other countries. A major task for WHO would be the identification 
and analytical compilation of national experiences that would be of 
use to countries in deciding on their own financing systems". 
(EB63/SR/2, p 11) 

Further developments of this aspect of WHO interest in health finance 
studies have included regional meetings in 1979 in the South East Asian 
Region (New Delhi) and in the American Region (Columbia), and the 
Interregional Workshop on Financing of Health Services, Mexico, 1979. By 
the time of that Workshop the link between health financing studies and the 
achievement of the goal of Health for All by the Year 2000 was emerging as 
an important subject for consideration. 

(2) Health Services Research 

The second aspect of WHO's interest in health financing appears in the 
general encouragement by WHO of health services research and health 
services development. WHO has attempted to encourage individual countries 
to undertake more health service research, and also to cooperate at a 
broader level, including the regional level, in this research. 

A Task Force on Health Services Research established by this Region of 
WHO, described Health Services Research as follows: 

"Health Services Research involves generation of information or 
application of knowledge on a scientific basis with a view to 
providing more effective, efficient and equitable health care for 
defined populations ••• HSR aims to assist in the improved design and 
management (planning, implementation and evaluation) of health 
services". (Final Report, Working Group on Health Services Research, 
Manila, 1978, p. 3). 

The scope for Health Services Research has been described under the 
following headings: 

Operation 
Technology 
Manpower 
Management 
Cost and Financing 
Policy Development 
Methods 
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All of these have at least some economic and financing aspect. In the 
specific area of cost and financing, studies are required to: 

(1) Determine the cost of providing health care. 

(2) Explore the cost-benefit and cost-effectiveness aspects of 
alternative methods of providing care. 

(3) Develop appropriate mechanisms for guiding and controlling the 
flow of finance for health care. 

(4) Examine alternative methods of paying health workers. 

(3) Health Financing and Health for All by the Year 2000 

The third area in which WHO is showing a growing interest in health 
financing is in relation to its Global Strategy of Health for All by the 
Year 2000, and the individual members' strategies for that goal. The 
published global strategy makes various references to health financing. 

The indicators listed by WHO for monitoring progress towards health 
for all by the year 2000 include a reference to measurement of allocation 
of resources to health, and to primary health care. The indicators 
proposed suggest a differentiation of resources at least in terms of 
capital/current; and government/private. 

The report of Director-General of WHO to the Executive Board (EB69/7), 
entitled "Review of Health Expenditures, Financial Needs of the Strategy 
for HFA/2000, and the International Flow of Resources for the Strategy" 
makes several references to the need for more knowledge of health financing 
mechanisms and analysis of health financial data. Member countries need to 
know much more than they do at present about expenditure on health. In 
referring to the 7th General Programme of Work (1984-1989), the Director
General indicated that it contains a number of WHO activities which should 
lead to better estimates of health expenditures and continued studies in 
costing and financing of health care which will improve national 
capabilities for measuring costs and making the best use of the various 
sources of finance actually or potentially available (EB69/7, p 8). 

When the Executive Board considered that document it resolved, among 
other things, to 

"continue the study of health expenditures in Member States on 
the basis of information provided by them, to seek improved methods of 
estimating costs, and to support Member States in applying these 
methods as part of their health situation and analyses" 
(EB69/SR/7 p 15). 

The May 1982 World Health Assembly also considered this matter, and 
endorsed that resolution of the Executive Board. 
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Uses of Health Finance Data 

We need to each have a clear perception why WHO has this interest, and 
why WHO is encouraging its member countries to develop and use health 
expenditure data. 

Technical Report No. 625, in its introduction and, indeed throughout 
the analysis it gives of the data for the countries it examines, and its 
whole approach to the subject, gives a good appreciation of the uses of 
such information. 

"The Economic Basis of Health Programmes" prepared by Dr E.P. Mach, 
also lists a number of uses of this type of information and analysis 
(p-l6-1S). 

Among the major uses that can be identified for WHO and member 
countries are the following: 

Reasons for WHO and Member Country Involvement in Health Finance and 
Expenditure Studies 

(1) To be aware of the relative amounts of expenditure being allocated to 
the different areas of the health system. 

(2) To identify areas not receiving sufficient funding and as a 
consequence to formulate policies for reallocation. 

(3) To identify the sources from which funds are flowing and what services 
and areas of the health system those funds are financing. 

(4) As a consequence, to identify possible source from which funds can be 
generated for financing health services, snd to formulate policies 
accordingly. 

(5) To evaluate various aspects and programmes of the healt system 
(including efficiency and effectiveness) by relating expenditure data 
to utilization and output data. 

(6) To examine trends in expenditure and funding. 

(7) To assist in formulating policies for health programmes and services, 
including their organization and financing. 

In summary, health expenditure data are important, not simply as 
statistical information, but as tools in policy formulation and 
evaluation. It is essential that WHO snd member countries ensure that such 
information be available and be used in the development of health policies. 
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MEASURING EXPENDITURE ON HEALTH 
by Mr Alan Mackay 

ANNEX 9 

This paper discusses some of the terminological and methodological 
difficulties that are faced in attempting to undertake an analysis of the 
health sector in terms of total expenditure, sources of finance and areas 
of expenditure. The first part deals with the definition of "health" and 
"health expenditure". The second part discusses briefly some 
methodological aspects that require attention in this work. The third and 
fourth parts deal respectively with taxonomic aspects of sources of finance 
and areas of expenditure, while some possible data sources are reviewed 
briefly in part 5. 

1. Definition of Health Expenditure 

The first issue to be faced in attempting to measure national 
expenditure on health is to define what we are attempting to measure. A 
starting point might be to take expenditure by the Ministry of Health. 
However. such a definition has many deficiencies. Whatever "health" might 
be. a ministry of health may administer programmes which do not directly 
relate to human health. but for historical or other reasons. have come to 
be located there for administrative purposes. Similarly, other ministries 
or government departments may administer programmes which are entirely or 
principally related to health or health services. (For example. health 
services for military personnel are frequently administered through the 
government department of defence; health services for other special groups 
in the population are also frequently the responsibility of ministries 
administering all government programmes relating to those population 
groups.) 

Furthermore, to count only government expenditures on health omits 
expenditure which flows from the private sector (including funds from 
private health insurance organizations. and direct-out-of-pocket 
expenditure on health). This can be a very substantial amount. 

To attempt to define health expenditure by defining "health" presents 
other problems. If it is looked at in narrow terms. "health expenditure" 
might be defined as expenditure directly on health services - institutional 
services, ambulatory services, public health services and health research. 
But it is recognized that "health" is broader than this. 

This paper was prepared while the author was a Temporary Adviser to 
WHO for the Seminar on Financing Health Development, Manila 1982. Views 
expressed should be regarded as personal and not necessarily representing 
the views of the Australian Commonwealth Department of Health. 
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If it is looked at in very broad terms, it might be suggested that 
virtually all aspects of life influence health-food, housing, education, 
work, leisure, etc. While this is true, it is impractical to include such 
a wide range of activities within the scope of health expenditure. 

In his report to the Executive Board reviewing health expenditures and 
financial needs (WHO document EB69/7), the Director-General of WHO defined 
health expenditure as "not only formal State outlays on health services 
through ministries of health, but also all the following: 

public outlays on health provided through other governmental 
agencies (e.g. ministries of labour, education, defence, etc.); 

public expenditures incurred through compulsory social security or 
health insurance organizations; 

outlays on measures designed to improve nutritional status and 
prevent nutrition imbalances or shortages; 

outlays on water supplies and sanitation, particularly in rural 
communities, representing expenditure on development and on 
operation and maintenance of water supplies and waste disposal 
systems; these should include payments made either through 
governmental or municipal authorities or through other enterprises 
providing water and waste disposal services; 

outlays on educational services directed at improving health, 
living habits and self-care; 

outlays on training and education of health workers (of all 
levels) and on research related to health and diseases; 

expenditures incurred through health insurance systems receiving 
voluntary contributions or other prepayment schemes for health 
care; 

private expenditures of a voluntary type, e.g., payments for 
private care, including self-incurred expenses for drugs; 
expenditures by non-profit-making bodies providing health care; 
also payments, often of a non-monetary nature (such as payments in 
kind to traditional practitioners), outside the "official" system 
of health and medical care. 

"health expenditure" should continue to be defined to exclude the 
costs of the social effects of illness on individuals and their families, 
and in particular the losses in earnings and productivity incurred directly 
or indirectly through illness of incapacity. It should also exclude what 
are known as "sickness cash benefits" (really payments compensating for 
lost earnings)" (EB69/7, pp 2-3). 
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A working definition suggested by E.P. Mach (The Economic Basis of 
Health Programmes - SHS/SPM/8l.6, pp. 22-23) is: 

Expenditures on the operation of services which are typically 
recognized as health services. 

Expenditures on the purchase, construction and maintenance of 
buildings and equipment used for health services purposes. 

Expenditures on the construction of rural and peri-urban water and 
sanitation facilities designed to meet a basic personal need. 

Expenditure on education and training of health personnel in 
health training institutions. 

Expenditure on health research. 

Expenditure on extension services and non-formal public health 
education. 

Expenditure on medical care, rehabilitation, aids and appliances 
for the handicapped. 

Expenditure on services provided by health practitioners, 
self-treatment, and promotion of community health and on indirect 
costs of morbidity, such as transportation to hospital and wages 
foregone. 

Expenditure on health inspection, public sanitation and prevention 
of communicable diseases. 

Expenditure on provision of family planning information and 
methods. 

Expenditure on prov1s10n of nutritional supplements to those at 
risk, for improvement of their health. 

Expenditure on animal disease control related to diseases 
dangerous to human. 

Problems with definition 

Inevitably, problems will arise in attempting to apply such a 
definition as either of those described above. The setting of a boundary 
for defining what is "health expenditure" and what is not, will be 
difficult. The following illustrations of areas of such difficulties show 
that there is no simple definition and that decisions will have to be taken 
to enable a working definition to be adopted. 



- 48 -

Annex 9 

(a) Welfare expenditure for taking care of the aged and the 
handicapped. "Social work" which may have a health-supporting 
component. 

(b) civil works - where provision of water may be as much for 
agricultural as for human consumption purposes. 

(c) Evironmental programmes - to reduce air pollution, water 
pollution, use of pesticides, etc. - certainly there is a health 
component, but this often ~ the reason carried out. Similarly, 
some improvements to transport and rod systems will result in 
fewer accidents, with consequent improvement in health status, 
and reduced mortality or morbidity, but often this is not the 
primary reason for such improvements. 

(d) Agricultural programmes - to produce more nutritious food; again, 
this may be partly for health, and partly for economic reasons, 
including trade. 

(e) Research - the boundary between biomedical research, and general 
biological research cannot be easily drawn. Similarly, the 
boundary between health services research and managerial, 
economic and social research may be blurred. 

(f) Education and training of health personnel - the United Nations 
Systems of National Accounts approach is that all education and 
training is part of the "education" function, but, in practical 
terms, part of the education and training of health workers is 
"on the job", being involved in delivery of health services; 
e.g., doctors and nurses - the costs of any training in hospitals 
or community health centres will be indistinguishable from the 
costs of service delivery. While university/college-based 
training costs may be of interest to health planners, it is my 
view thst these costs belong outside of the scope of health 
expenditures, for the purposes of health sectoral analysis. 

(g) It is questionable whether wages foregone should be included in 
health sectoral studies. This cost may be important in some 
analyses, and is of interest to health policy formulators, but it 
is not a flow of resources, but rather an opportunity cost to 
society. 

A number of other definitional problem areas are identified by Mach 
(The Economic Basis of Health Programmes, p. 24). 

In reaching a decision on the scope of "health expenditure", some 
arbitrary decisions for inclusion or exclusion need to be made. These 
should be clearly identified for the benefit of users of the data. The 
definition, once determined, needs to be consistently applied throughout 
the study. (If the compilation of health expenditure data is undertaken On 
an ongoing basis, and the nature of some programmes, either previously 
included or excluded, changes so that it is considered important that that 
programme and related expenditure should be excluded or included, such a 
change should be clearly identified.) 
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2. Some methodological aspects of compiling health expenditure data 

(a) The danger of double counting 

There are inter-source transfers throughout the health system, which 
have to be taken into account in estimating total expenditure. Some of 
these transfers include those: 

(1) Between levels of government, e.g., national government grants to 
provincial government. 

(2) Between government and private sectors - e.g., cash benefits for 
medical services, subsidies to private sector organizations 
(privately owned and operated hospitals, private health insurance 
organizations, non-government community organizations). 

(3) Between some sources of foreign aid and government or private 
organizations, which are the final spenders of the aid funds in 
the receiving country. 

(4) "Hidden" fundings - e.g., Pharmaceutical Research should not be 
counted separately, as it is paid for through the cost of--
pharmaceuticals. 

(5) Health insurance - contributions by individuals to health 
insurance organizations is a "transfer" as far as expenditure on 
health is concerned - the actual expenditure on health services 
occurs when a health service is paid for. In practical terms, 
this can be taken to be when the health insurance fund pays out a 
benefit or refund in respect of a particular service. 

(b) Estimating value of payments in kind, and voluntary labour in return 
for health services 

There are very difficult questions to be faced in attempting to place 
a value on payments in kind and voluntary labour. This may be more 
significant for developing than developed countries, although it does also 
occur in developed countries. 

These costs need to be estimated and included in the analysis. But 
there are questions of how to assess the value of these "in kind", goods 
and services. Such questions have to be faced, and any assumptions made in 
estimating them need to be clearly stated. 

(c) The accounting basis 

Many government organizations operate on a "cash flow" basis of 
accounting, rather than on a "true cost of services rendered" basis, (also 
called "accrual accounting"), which includes provisions for future expenses 
which are related to present services (e.g., replacement of equipment, 
staff leave entitlements, changes in stocks and supplies). While 
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adjustment to the time period in which services are rendered is desirable 
for the purpose of accurate analysis, it may not be practicable. Time lags 
in payments in the health system are many and varied, and very difficult to 
adjust for. 

In practical terms, it may well be necessary to gather data on a cash 
flow basis. But if any particularly large cash flows can be identified 
that relate to a different accounting period, it is suggested that an 
adjustment be made for them. (e.g., Foreign Aid may be paid at end of a 
"year" for the next year.) 

Attention also needs to be given to the treatment of depreciation on 
capital equipment, buildings, etc. Again assumptions made need to be 
clearly stated for the benefit of those using the data. 

3. Sources of finance 

Sources of funds for health expenditure can be classified as follows: 

Government (Public) 

Private 

Ministry of Health (national) 
Other government ministries (national) 
Other levels of government, e.g., state/provincial/local area 
Government Social Insurance - health component 

Private health insurance 
Other 3rd party insurance/cost-pooling 
Religious/charitable 
Private households - direct "out-of-pocket" 
Private employers 

External Aid 

Official 
Non-official (including religious/Charitable) 

It is important to attempt to include all sources of funds, to get a 
total national picture. 

It is essential t~a~ health expenditure analysis go beyond the 
national health m1n1stry. There can be significant shifts in the 
sources of finance, e.g., a government might establish a 
social/health insurance agency which takes over the funding of 
some health services previously funded directly through the 
Ministry. These shifts may be between different levels of 
government, or between the government and private sectors. 
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A separate paper "Health Financing - Sources of Finance" (Annex 10) 
gives some further comments on sources of funding for health. In 
particular, it lists a number of questions that need to be asked and policy 
issues that need to be settled if it is planned to introduce health 
insurance aa a mechanism for health financing. 

4. Types and areas of expenditure on health 

A basic separation that is often made is between CAPITAL expenditure 
and RECURRENT expenditure, (or operating expenditure). 

Again, this results in a question of definition. Capital expenditure 
is usually defined in terms of the cost of the item, and/or the expected 
life; for example: Expenditure on buildings, equipment, etc. with an 
expected life greater than one year and with a cost greater than a certain 
amount might be regarded as capital. It may be useful for Ministries of 
Health to discuss this with government finance departments and national 
statisticians, for consistency with other sectors of the economy. 

Both Capital and Current Expenditure then need to be disaggregated by 
types of programmes and services. A slightly different classification 
framework may be appropriate for developing and developed countries 
depending on the nature of the services and health progrmmes, (e.g., in 
developing countries, it may be useful to give a more detailed 
classification of "Public Health", where in developed countries, more 
detail is needed in relation to Institutional Services, where these are 
more highly developed). 

A suggested basic classification framework is: 

Preventive and Public Health Services 
Non-Institutional Services and Programmes 
Institutional Services and Programmes 
Research 
Administration 

This can be broken down further, to provide more detail. The 
following classification might be typical of what s country might use for 
classifying and analyzing health expenditure data: 

Preventive and public health services 

iumunization 
water/sanitation 
health education 
quarantine 
specific disease control, e.g. malaria, diarrhoeal, tuberculosis, 
etc. 
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Non-institutional 

Medical (ambulatory) 
Dental 
Other Health Professionals 
Community Health Services 
Home Nursing Services 
Pharmaceuticals (ambulatory) 
Aids and Appliances (ambulatory) 
Ambulance Services 

Institutional 

Research 

Teaching Hospitals 
General Hospitals 
Long Stay Hospitals/Nursing Homes 
Other Specialized Hospitals, e.g. maternity, pediatric, mental 
Other Institutional 

Medical and Biomedical Research 
Health Services Research 

Administration 

Government Services 
Health Insurance 

Each of these items could be further subclassified, as appropriate e.g. 

Ianunizations 
Pharmaceuticals 

- by disease 
- by prescribed 
- non prescribed 
- and by type of drug or by diseases, for which 

prescribed, and nature of action. 

There are a number of other "dimensions" or breakdowns that are useful 
in analysis for policy formulation. 

Type of service 

Curative - by disease type groups 
Preventive - Personal/General 

Level of service 

Primary 

Secondary - ambulatory 
- institutional 

Tertiary - ambulatory 
- institutional 
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Geographical Distribution of Expenditure 

States/Provinces 
Regions, Subregions 

Population Groups and Subgroups 

e.g. Age groupings 
Sex 

Annex 9 

Ethnic groupings (if distinct and require special attention) 

Of course, the availability of data classified by these different 
characteristics is a determining factor in the analysis that is possible, 
and the uses to which the data can be put in formulation of policies and 
evaluation of programmes. It is essential to keep in mind that the 
collection of health expenditure information should not be an end in 
itself, it is only a means to the objective of better policy formulation 
and decision-making in the planning and use of health resources. 

5. Data sources 

The available sources of data for estimating total health expenditure 
are many and varied. Some are: 

Government - budget and expenditure documents 

Private through published information on operation of some 
"private sector" organizations in the health field. 

from internal revenue/taxation data on estimated income 
of health professionals who are in private practice 

household expenditure and consumption sample surveys (in 
cooperation with national statistical agency). 

special surveys of cost of health services. 

industry information on, for example, pharmaceutical or 
aids and appliances. 

The use of sample survey techniques could be considered. 

There is a need for cooperation with the national statistical agency 
in developing sources and methodology for the private sector. It is 
important to produce the data on as timely a basis as is possible and to 
recognize that it may never be as accurate as one might desire. It is a180 
significant that data quality and available sources may improve as the 
compilation and analysis of health expenditure are undertaken on a 
continuing basis. 
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6. Conclusion 

The compilation of health expenditure data should not be seen as an 
end in itself. It is essential that these data be used. Analysis of 
expenditure data, and relating it to resources available, utilization and 
outcome, should be seen as an aid to informed evaluation of existing 
programmes, assessment of available options, and formulation of policies. 
The generation and compilation of this information is a considerable task, 
but it should be seen in the context of informed decision-making. That is 
the objective of this work. 
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HEALTH FINANCING - SOURCES OF FINANCE 

BY: Mr Alan Mackay. Director 
Health Expenditure and Finance Section. 

(Australian) Commonwealth Department of Health 

ANNEX 10 

The financing of different types of health services can be in 
different ways for different types of services. Different arrangements may 
be appropriate for fianancing of different segments or programmes of the 
health system. For example, primary health care may be financed 
differently from secondary levels of care which require and use more 
sophisticated levels of technology; these. in turn may differ from the 
financing arrangements for construction and equipping of health facilities, 
or programmes for improvement of public health. (including water supplies 
and sanitation). 

Three major ways of financing health services are considered 1n this 
paper: 

(1) Government funding and payment 

(2) Personal payment (direct) 

(3) Through a "Third Party" mechanism, such as health insurance 

Note: This paper was prepared while the author was a temporary 
adviser to WHO for a Seminar on Financing Health Development. Manila, 
1982. It is intended to present the different available sources of funding 
for health services. without considering reasons for or against policies 
using these mechanisms. Any views that may be expressed are personal and 
should not be taken to necessarily represent the views of the Australian 
Commonwealth Department of Health. Some types of health services may be 
financed through a combination of two or all three of these alternatives. 

A brief discussion of some other sources of financing follows the 
description of these three major sources of funds. 

1. GOVERNMENT FUNDING 

Government funding of services can be through payment of benefits or 
subsidies to users of services. or through the government itself providing 
or paying for the provision of the service. 
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Different levels of Government 

Where there is more than one level of government (e.g. national, 
provincial, local), it is important to be aware which level of government 
is actually providing the service and which is financing it. In estimating 
costs of health care and services in health financing studies, the clear 
identification of any such transfer is necessary to avoid "double-counting" 
of expenditure. Identification of transfers of funds between levels of 
government assists in the accurate estimation of public expenditure. 
(Similarly, it is important to identify transfers between Government and 
the private sector). 

Limitations on Government financing 

There can be limits placed on the provision of government financing. 
This may be because of limited total public funds available, or it may be 
the objective of the government to "target" its spending in such a way that 
some people in the community are assisted by government funding, because of 
greater need. For example, the elderly, the poor, war veterans and 
refugees may be given some special entitlements where others must pay for 
certain services. Alternatively, the government might subsidize the costs 
of health services for the whole population, but at differential levels. 
(For example, in Australia certain medications are provided free of charge 
to eligible persons, while others are required to pay $A3.20, with a 
government subsidy making up the remainder of the cost). 

Eligibility for Government financing 

Government financing or subsidisation requires clear specification of 
the population that it is intended to assist. Unless the specific 
programme is universal, with no differential benefits, eligibility needs to 
be defined in terms of criteria that can be readily assessed and verified. 
The government also needs to inform members of the population of their 
elibility for various services and/or benefits so that all who are elibigle 
and whom it is intended to assist can be made aware of that programme. 
There is little value in a government programme to assist people to obtain 
primary health care, to have children vaccinated, to improve water 
supplies, or to provide any other health-related service, if the population 
for whom such a programme is intended does not know about it or how to 
obtain benefits from it. In planning programmes for health for all by the 
year 2000, it is essential that governments establishing direct expenditure 
programmes have regard to the eligibility conditions of the target 
populations, and inform people about the programmes. 

2. DIRECT PERSONAL FUNDING 

This method of funding health services is on the basis that the 
individual pays the provider for the services that he uses. Payment might 
be made in cash, or in kind (through livestock, goods or labour). 
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This method of financing, although seen at some times in certain 
countries (e.g. U.S.A., Australia) has some limitations, in that frequently 
those who require health services are least able to pay for them. The 
aged, the poor, the unemployed, the chronically ill, the handicapped, those 
permanently unable to work have less ability to pay for health services, 
yet also experience greater morbidity, and so incur greater health costs. 
To overcome this, it is necessary that there be some mechanism (such as 
health insurance or government subsidisation) to protect these people from 
high health costs (as is the case in U.S.A. and Australia). While personal 
direct funding and personal responsibility for certain health costs may 
limit the use of certain services which may not be necessary or affordable 
by the user, it should not be a mechanism which results in persons being 
denied basic health services which they need. Personal responsibility for 
health costs should not become a barrier to access to necessary health 
services. 

In considering financial aspects of programmes to achieve health fo 
all by the year 2000, it may be appropriate for governments to require 
those who are able, financially, to pay for certain services, to enable 
funds to be diverted towards improvement of health and related services for 
those in greater need. 

3. HEALTH INSURANCE 

The use of a "Third Party" system of financing health care provides a 
further option, besides personal payment and government payment, for 
financing health services. There are many variations within the general 
concept of health insurance. The essential factor in health insurance is 
payment, in advance, of contributions against the risk of incurring costs 
of treatment for illness. Health insurance may be conducted by a 
goverlDDent agency, or through "private" companies. 

There are also several policy aspects that need to be decided before a 
health insurance mechanism is introduced. These include: 

(a) what should the involvement of the government authorities be in 
the health insurance mechanism? To what degree will the 
government regulate the health insurance organizations, and their 
subscription rates and benefits, for the protection of the 
members? 

(b) will the health insurance organization be required to be 
"non-profit"? If they are allowed to make profits, how can those 
profits be used? Will part of the profits be distributed back to 
the members? 

(c) will the government pay subsidies to the health insurance 
organizations, to assist them in meeting costs of services to the 
chronically ill? 
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(d) will the government offer subsidies to individuals to encourage 
them to join such organizations? Will it be made compulsory to 
join a health insurance organization? 

(e) what range of services will the health insurance organizations 
cover? Will it include costs of hospital accommodation and 
treatment; medical services (primary and higher levels of 
treatment); services provided by other health professionals; 
other health-related services. 

(f) what will be the basis for setting contribution rates? will it 
be on the basis of risk or past medical experiences, or on a 
"flat rate" basis for all contributions? A "flat rate" basis for 
contributions means that the less healthy (or the greater users 
of health services) are subsidized by those who are relatively 
healthy and use fewer services. A contribution on the basis of 
income (e.g. through an income tax) means that those with higher 
incomes subsidize those with lower incomes. Governments may 
consider these aspects of contribution rates if they introduce 
health insurance, as a mechanism for generating funds to assist 
towards health for all by the year 2000. 

(g) what mechanisms will be established to ensure that administrative 
costs are contained? 

(h) some mechanism will be needed to prevent contributors to health 
insurance organizations from increasing their service usage (in 
order to get their share of services in return for the 
contributions they have paid). Mechanisms that may achieve cost 
consciousness in service users are the existence of a 
non-insurable patient moiety or copayment, (low enough so as not 
to make services unaffordab1e), or the adoption of a "catastrophe 
insurance" model whereby benefits are payable only after a 
certain level of health costs has been paid by the patient. 

(i) the relationship between those covered by health insurance, and 
those qualifying for and covered by direct government assistance, 
needs to be established. 

These issues need to be considered if a private health insurance 
mechanism is established. If a government health insurance organization is 
introduced (such as through Social Security) some of the issues are no 
longer relevant, but some still require consideration. However, some other 
questions have to be considered regarding the universality of such 
mechanisms. 

Besides heal th insurance, there are other "Third Party" financing 
mechanisms, usually covering a specific group of people or type of 
illness. These include compensation arrangements for health costs for 
employees when those costs are attributable to the conditions of 
employment, and compensation for persons injured in motor vehicle accidents. 
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Countries presently not having a health insurance mechanism might 
consider establishing one, as a means of increasing available finance for 
health care (i.e. through people paying contributions while they are well 
and able to, against the time When they may be ill and unable to afford to 
pay for their health care, or by requiring the financially able to meet 
their own costs through health insurance, leaving the government able to 
direct its health funding to those Who are most in need). 

As well as government funding, personal payment and Third party 
financing mechanisms, there are other sources of funds for expenditure on 
health. 

One source is donations, principally through religious or charitable 
organizations, or through proceeds of lotteries or other forms of 
gambling. Charities often support construction or equipping of health 
facilities, medical research, and health services for the poor. In both 
developed and developing countries, the work of religious and charitable 
oraganizations among the poor, particularly through missions, is 
significant. 

Another source of funds is the provision of health services directly 
by employers to their employees and their families, through medical workers 
employed by or contracted to the employing organization. 

A further, very significant source of funds for health services in 
some countries is foreign aid, through bilateral and multilateral 
arrangements and cooperative endeavours. Such aid is often strategically 
directed to areas of urgent need, including water supplies, sanitation and 
rural health. 

In summary, major sources of finance for health services are: 

Public 

Private 

Foreign aid 

Direct Government Funding 
- Government Health Insurance 

Private Health Insurance and 
Third Party mechanism 

- Direct Personal Payments 

- Donations (religious and charitable) 

- Employer provision of services 

- Government and privately sponsored 
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ANALYSIS OF HEALTH EXPENDITURE DATA 
A.M. Mackay 

ANNEX 11 

Having compiled data on national health expenditure, it is essential 
that it be put to use, in evaluating and assessing the impact of past 
policy initiatives, and in formulating options for future policy. 

This paper makes some observations on factors that may need to be 
taken into account in such an analysis, and then briefly describes some of 
the ways in which this information can be analysed. The types of analysis 
described here are essentially descriptive. As data quality improves, it 
will be possible to undertake more sophisticated analyses, should that be 
desirable. 

A. Some factors which affect analysis of health expenditure data 

1. The definitions used and the classification of the expenditure 
need to be taken into account in the analysis. In particular, 
apportionment of expenditure into more than one classification category 
needs to be noted. 

2. In undertaking such analyses, it is important to be aware of the 
underlying structure of the health system, and changes that may have been 
made to that structure. This is essential in any analysis over time, and 
any international comparisons. 

3. In undertaking international comparisons, attention also needs to be 
given to the relative purchasing power of different amounts of money in 
different countries. It is important to compare resources and utilization 
data, and not only expenditure information. The effect of currency 
exchange rate fluctuations may also need some careful attention in such 
comparisons" 

4. The effect of capital expenditure and foreign aid on total health 
expenditure needs to be recognized. These large expenditures that occur at 
particular points in time can have a distorting effect on total 
expenditure, if they are not adequately taken into account. 

This paper was prepared while the author was a Temporary Adviser to 
WHO for the Seminar on Financing Health Development, Manila 1982. Views 
expressed should be regarded as personal, and not necessarily representing 
the views of the Australian Commonwealth Department of Health. 
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B. Types of Analysis 

1. The initial descriptive analysis that can be undertaken is to examine 
the data, taking account of the major classificatory dimensions, namely: 

Capital/Current 

Area of Expenditure - Public Health and Preventive 
- Institutional 

Source of funds 
- Private 
- Aid 

- Non-Institutional 
- Research 
- Administration 

- Government 

and the various subclassification of these dimensions (see Annex 9). 

A first step in the analysis of these data is to look at cross
tabulation, e.g., current expenditure by source of funds and area of 
expenditure. 

2. Time trends 

Analysis of these data over time can provide insights into the impact 
of policies on the flow of funds, e.g if a policy relating to, say, health 
insurance, has been introduced to increase private sector expenditure on 
medical services, the effect of the policy will need to be assessed by 
comparing the "sources of funds" distribution for medical services over 
relevant time periods. 

3. Expenditure in real terms 

Following on from time trend analysis is the need to express 
expenditure in comparable terms. This requires two types of adjustment: 

(a) For inflation - either using a general economic index of 
inflation, or preferably an index that more adequately reflects 
the cost increases in the health sector. 

(b) For changes in population - either by expressing expenditures per 
capita, or in relating it to an age-sex standardised population 
measure. 
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4. Expenditure in relation to aggregate measures of economic activity 

Total health expenditure is often expressed as a proportion of GDP or 
GNP. Other useful relative measures are: 

Government Expenditure on health as a proportion of total 
government outlays 

Personal consumption expenditure on health as a proportion of 
total household expenditures 

Foreign Aid for health as a proportion of total Foreign Aid 

However, these indicators have to be used with some caution, as substantial 
changes in the denominator measure (GDP, Budget Outlays, etc.) can affect 
the ratio measure. 

5. Expenditure related to population groups 

If the data are available, it would be useful to analyse relevant 
expenditure in terms of specific population groups, e.g., by age groups, 
males/females, ethnic groups, migrant groups; it can also be useful to 
relate expenditure to specific disease groupings. (This need not be done 
routinely, but could be undertaken as a special study, say every 5 or 10 
years.) 

6. Expenditure by geographical areas 

Again, for small areas, a special study might be undertaken to measure 
health expenditure on a small area basis. This analysis is important to 
assess the equity of the distribution of health expenditure geographically. 

7. t e of service (Preventive/Curative) or 
Level of Service Primary Secondary Tertiary) could be analysed if 
appropriate definitions of the type and level of service can be 
established, and reliable data are available. 

8. Analysis of transfers of funds 

This involves identifying expenditure, both by sources of funds and 
where they are finally spent. This gives policy-makers information about 
transfers and their significance in relation to total health expenditure. 
Knowledge of the total nature of the transfers can be important in relation 
to allocation of resources. 

9. relation to in ut (Facilities Man ower) 
Outcome 

To undertake an analysis of this nature requires the assembling of a 
considerable amount of data, but is essential for a thorough evaluation of 
the existing health system, in terms of efficiency and effectiveness. 

Even if it is not undertaken for the whole health system, an analysis 
of this type could at least be attempted for the major areas of expenditure. 
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10. Projection of cost 

Having established baseline costs, medium term projections of health 
costs can be made by making assumptions about changes in factors that are 
known to influence health expenditure. Within this framework, if 
additional programmes are planned, they can be incorporated within these 
projected cost estimates. Any difference between the projected future flow 
of funds and the amounts required can then also be estimated and policy 
options formulated accordingly. 

Conclusion 

The compilation of comprehensive health expenditure is a considerable 
task. 

Analysis of these data also represent a major project. 

However, if informed decisions are to be made on policy options, on 
allocation of funds and on funds needed for health, this information will 
be more than useful. That is the final objective of the compilation of 
national health expenditure data. 

I 
I 

II 
" 
II 
II 

~I 



1. 

Type of 
study 

Source of 
information 

Sector studies of expenditure 
income and performance trend" 
comparisons with other lectors 

2. Priority setting and review 
(e.g. by CaP/scaling) 

3. Project/programme cost 
estimates and feasibility 
studies and retrospective 
evaluation 

4. Simulated option studiea: 
what if? 
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PBAIIEIIORK FOR CLASSIFYlRG RESOllllCl! -
USE INFORMATION, BY TYPE OF STUDY, AND LIKELY SOURCE - ILLUSTRATIVE EXAMPLES* 

A 
Public - Ministry 

of Health 

e.g. real and monetary 
.pending on hospital 
services, total through
out. Trend. in other 
public disbursements 

e.g- disease epideadology 
incidence/severity 
treatment coat. 
mortality and other 
indicea.of "burdenu 

Project specific 
apportioament of usual 
capital and recurrent 
COlts, income from 
charges 

As 3A specifying varying 
activity levela and out-
comes 

B C 
Public - DOn 

Ministry of Health (incl. 
Social Security) 

Private 

e.g. social aecurity 
hospital provision 

Apportioned contri-
bution from, e.,. 
District Authorities 

As 3B 

e.g. Pharmaceutical 
purchases and tradi
tional services 

user coata 
includina 10.8 of 
output 

Uler costs (charges 
and indirect costs> 

uaer costs and 
indirect costa 

D 

Voluntary 

e.g. Mia.ion 
hospitals and 
perfOrCMtlCe 

A. 3A and 38 

As 3A and 3B 

.Prepared by A.L. Creese, Temporary Adviser to WHO, Manila, 1982. 

AIIIIEX 12 

E 

Aid 

Disbursements by 
progr81lllle 

As 3A. B, C by 
donor 

As 3A, B, C 
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SUMMARY OF AVAILABLE HEALTH FINANCING AND HEALTH 
EXPENDITURE INFORMATION 

Australia 

China 

Japan 

Malaysia 

New Zealand 

Papua New Guinea 

Philippines 

Republic of Korea 

Singapore 

ANNEX 13 

Summary of Information held in WPRO for countries in region. 
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AUSTRALIA 

Australia's population is approximately 15 million. Australia is a 
federation of Six States (and two territories). The organization and 
administration of health services is constitutionally a matter for the 
State governments. The present health financing arrangements reflect that 
responsibility. 

Hospital services 

With the exception of two States (South Australia, Tasmania) for which 
Commonwealth-State hospital, cost-sharing agreements until 1985 apply, the 
Commonwealth makes a grant to each of the State governments, as part of 
general federal taxation and revenue sharing arrangements, in recognition 
of the costs the States face in operating public hospitals. (These grants 
are not specified as necessarily to be spent by the State on health, 
although they replace former 50:50 cost-sharing arrangements). States 
provide free treatment for eligible pensioners and certain other persons in 
special need, in public hospitals. The grants also include funds in lieu 
of previous Commonwealth Government contributions to a Community Health 
Programme and a School Dental Scheme. These grants to the States amount to 
some A$1150 million in the present financial year. 

In addition, the Commonwealth Government pays a daily subsidy to 
approved private hospitals, at the rate of $16 per bed-day, or $28 per 
bed-day for patients receiving prescribed surgical procedures. In the year 
ended 30 June 1982, this will total an estimated $100 m. 

Nursing homes 

The Commonwealth Government pays benefits and assistance to approved 
nursing homes, which, in general treat long-stay patients, many of whom are 
aged. 

Home nursing 

The Commonwealth Government subsidises the cost of approved non-profit 
organizations providing home nursing services. The Commonwealth subsidy 
has to be at least matched by payments from a State or local government 
organization. 

Medical services 

Australia's medical services (outside of public hospitals) are 
generally organized on a private, fee-for-service basis. (Many private 
doctors also provide medical services within public hospitals on a 
contractual or fee-for-service basis). Fees are generally based on a 
schedule of medical services, although there is no requirement for doctors 
to adhere to the fee schedule. (However, insurance and government benefits 
are set according to this schedule). The Commonwealth Government pays 
benefits for medical service on the following basis: For pensioners (aged 
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persons, widows, invalids, etc.); low income earners, newly arrived 
migrants and refugees, and the unemployed: 85% of the "schedule" fee for 
each medical service, with a maximum patient payment of $5 per service. 
(Some 3 million people qualify for these provisions). For insured people: 
30% of the "schedule" fee. 

Pharmaceuticals 

The Commonwealth Government subsidized the cost of certain listed 
pharmaceuticals. Eligible pensioners and their dependents receive all 
drugs on the Pharmaceutical Benefits Scheme List free of charge, while 
others are required to pay A$3.20 per prescription. 

Health services for aboriginals 

Special assistance is provided for aboriginal health, through direct 
assistance to aboriginal organizations ($7.3 m) and payments to the Stat,s 
and the Northern Territory ($14.6 m). This programme is for prevention and 
control of alcohol abuse, development of aboriginal responsibility for, and 
involvement in improvement of their own health, and for development through 
training of aboriginal expertise in all aspects of health care 
administration. In addition, $8 m is to be spent in 1981-82 for the 
Aboriginal Public Health Improvement Programme. A further $42 m is to be 
spent over the next four years. 

Research 

The Commonwealth Budget provides for $23.3 m to be disbursed through 
the Medical Research Endowment Fund. 

Other Commonwealth Government Health Programmes 

The Commonwealth Government provides hearing services, including 
hearing aids, through the National Acoustic Laboratories; certain other 
appliances and aids are provided free to eligible persons. 

The costs of travel to obtain referred specialist medical services not 
available locally is subsidized under the Isolated Patients Travel and 
Assistance Scheme. 

The Government provides support to the States for the national drug 
education programme. 
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Commonwealth Government Outlays for Health 

Programme/Function Actual expenditure 
1980-1981 
A$ million 

Medical services and 791.6 
benefits 

Hospital services and 1717.1 
benefits 

Pharmaceutical services 365.2 
and benefits 

Nursing home and domiciliary 451.9 
nurs1ng care services and 
benefits 

Health services in the 50.7 
Australian Capital 
Territory 

Health services for 
Aboriginals 

Medical Research Grants 

Aids and appliances 

Other programmes (net) 

Administrative expenses 

Total 

19.9 

19.2 

11.9 

169.4 

53.1 

3650.0 

Estimated expenditure 
1981-1982 
A$ million 

939.2 

604.4 

409.2 

622.4 

78.8 

21.8 

23.3 

15.4 

97.1 

60.3 

2872 .1 

(Note: The marked reduction in outlays for hospitals and the total 
outlay is principally due to changes in the method of financing of public 
hospitals, described above.) 
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Health insurance 

In September 1981, the Government modified the health insurance 
arrangements, to encourage more people to contribute to health insurance. 

Health insurance cover is provided by private, non-profit 
organizations, whose activities are regulated by the Government to the 
extent necessary to safeguard the interests of members. Organizations are 
required to submit details of their rules, contribution rates and benefit 
levels to the Minister of Health for approval. They are also required to 
offer "basic" insurance, to cover public hospital accommodation and 
treatment in a shared ward, with choice of doctor, and medical benefits at 
55% of the "schedule" fee, with a maximum patient contribution of $10 per 
service. When combined with the 30% Commonwealth medical benefit described 
above, this gives coverage of 85% of schedule fees with a maximum of $10 
per service to be met by the patient. Organizations can also offer cover 
for a private room in a public hospital or a private hospital, cover for 
the remaining 15% of medical fees, and cover for ancillary health services. 

The Commonwealth Government subsidizes hospital insurance, by 
subsidizing the cost of the chronically ill through a contribution of 
$lOOm. to "Reinsurance Pool" out of which costs of hospital treatment for 
long-stay patients are paid. 

The Commonwealth Government also allows a tax rebate of 32% of the 
contributions for basic insurance, and has restricted eligibility for 
Commonwealth Medical Benefits to members of health insurance funds. 

Total health expenditure 

During the 1970's, health expenditure increased rapidly. Since 
1975-76, it has been approximately 8% of GDP. In 1978-79, total 
expenditure was A$7982 million (7.9% of GDP) or A$557 per person. 
Preliminary estimates for 1979-80 are that total health expenditure was 
about $8800 m. 

Details of health expenditure, 
of expenditure, have been published 
1974-75 to 1978-79: an analysis". 

clsssified by source of funds and area 
in "Australian Health Expenditure 
Summary tables are as follows: 

Factors that have influenced increases in expenditure significantly 
are population growth and increase in the proportion who are aged, and 
inflation. 
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Table 1- Total health eXl!enditure: Source of funds I 1978-79 

Government 
CODIDOnwealth Other Total Private Total 

Current 

I; million 2 851 1 701 4 552 2 907 7 459 
Per cent 38.2 22.8 61.0 39.0 100.0 

Cal!ital 

I; million 71 323 395 128 523 
Per cent 13.6 61.8 75.5 24.5 100.0 

Total 

I; million 2 923 2 024 4 946 3 035 7 982 
Per cent 36.6 25.4 62.0 38.0 100.0 
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Table 2. Current health ex~eDditure; Area of eXE;enditure 
Source of fundst 1978-79 

U million> 

Sou1'ce of funds 

Government Private Total 
Area of Commonweal th Other Total Health 

expenditure insurance Individuals Other Total 
funda 

Insitutional 
services 

Hospitals 1 356 1 384 2 740 515 106 166 786 3 526 
Nursing homes 320 36 356 60 140 200 556 
Other 18 28 45 3 71 7 81 126 

Total 1 695 1 447 3 142 578 316 113 1 067 4 208 

Hon-institutional 
services 

Medical services 565 565 483 161 68 712 1 277 
Dental services 18 10 27 108 185 1 294 321 
Community health 95 81 176 2 2 177 
services 
Pbar.aceutical. 307 307 8 392 2 402 709 
Other I 36 36 73 47 190 8 246 318 

Total 1 021 127 1 147 648 929 80 1 656 2 803 

Other2 136 127 263 153 31 184 447 

Total current 
e%2enditure 2 851 1 701 4 552 1 378 1 276 252 2 907 7 459 

linciudea Other Professional Services and Appliances. 

2Compriaea Preventive Services, Administration and Research. 
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figure 1 

Current Health E~enditure 1978-79 
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Table 5. Total health expenditure: 1974-75 to 1978-79 

Type of expenditure 1974-75 1975-76 1976-77 1977-78 1978-79 
($ million) 

Current 3 838 5 124 5 925 6 781 7 459 
Capital 311 480 504 487 523 

Total 4 149 5 604 6 429 7 268 7 982 

Increase over previous year (Percent> 

Current +33.5 +15.6 +14.4 +:0.0 
Capital +54.3 + 5.0 - 3.4 + 7.4 

Total +35.1 +14.7 +13.1 + 9.8 
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Table 6. Total health expenditure; Source of funds, 1974-75 to 1978-79 

Source of funds 1974-75 1975-76 1976-77 1977-78 1978-79 
(im) (%) ($m) (X) ($m) (%) (t .. ) (%) (im) (X) 

Government Sector 

COIIIDODwealth 1 266 30.5 2 708 48.3 2 737 42.6 2 693 37.1 2 923 36.6 
Other Government 1 346 32.4 1 348 24.1 1 533 23.8 1 762 24.2 2 024 25.4 

Total 2 612 63.0 4 056 72.4 4 270 66.4 4 455 61.3 4 946 62.0 

Private sector 1 537 37.0 1 548 27.6 2 159 33.6 2 813 38.7 3 035 38.0 

Total 4 149 100.0 5 604 100.0 6 429 100.0 7 268 100.0 7 982 100.0 

Table 7. Current health expenditure: Source of funds, 1974-75 to 1978-79 

Source of funds 1974-75 1975-76 1976-77 1977-78 1978-79 
($m) (%) ($m) (%) ($m) (l) ($,.) (I) (im) (X) 

Government Sector 

CO'lllllK)Qwealth 1 159 30.2 2 494 48.7 2 526 42.6 2 563 37.8 2 851 38.2 
Other Government 1 196 31.2 1 151 22.5 1 318 22.2 1 496 22.1 1 701 22.8 

Total 2 355 61.4 3 645 71.1 3 844 64.9 4 059 59.9 4 552 61.0 

Private 

Health insurance 569 14.8 412 8.0 887 15.0 1 438 21.2 1 378 18.5 
funds 
Individuals 812 21.2 941 18.4 1 067 18.0 1 079 15.9 1 276 17.1 
Other private 102 2.7 126 2.5 127 2.1 205 3.0 252 3.4 

Total 1 483 38.6 1 479 28.9 2 081 35.1 2 722 40.1 2 907 39.0 

TOTAL 3 838 100.0 5 124 100.0 5 925 100.0 6 781 100.0 7 459 100.0 
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Table 8. Total health expenditure: Major area of expenditure 
1974-75 to 1978-79 

($ million) 

Area of expenditure 1974-75 1975-76 1976-77 1977-78 
(Sm) ($m) ($m) ($m) 

Institutional 

Hospitals 1 747 2 346 2 748 3 231 
Other institutional 353 449 536 616 

Total 2 100 2 795 3 284 3 847 

Non-institutional 

Medical services 593 919 1 031 1 152 
Pharmaceuticals 517 582 613 652 
Other non-institutional 398 515 613 712 

Total 1 508 2 016 2 257 2 516 

Other 

Preventive services 57 64 55 39 
Administration 155 217 285 332 
Research 19 33 44 47 

Total 3 838 5 124 5 925 6 781 

1978-79 
($m) 

3 526 
683 

4 208 

1 277 
709 
817 

2 803 

47 
348 

52 

7 459 
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Factors that have influenced increases in expenditure significantly are 
population growth and increase in the population who are aged and inflation. 

State and Local Government 

Most of the expenditure on health by State governments is on hospitals 
(including mental hospitals). They also provide some community health 
centres, maternal and child health services, ambulance services and some 
services for Aborigines. Local government expenditure on health is 
principally for inspection and public health services, regulation and 
maternal and child health. 

Private expenditure 

As already indicated, the private sector plays an important part in 
the financing of health services in Australia. As well as private health 
insurance, there are substantial direct "out-of-pocket" payments for health 
services. There are also compulsory workers' compensation and motor 
vehicle (3rd Party) insurance provisions, to meet costs associated with 
work-related illness or injury, and certain motor vehicle accident injuries. 

In 1978-79, 18.5% of total current health expenditure was sourced from 
health insurance funds, while 17.1% was direct out-of-pocket expenditure. 
A future 3.4% of expenditure was met by other private sources (Total 
private sources 39%). 

Capital expenditure 

In 1978-79, capital expenditure on health was estimated at 
A$523 million , or 6.6% of total health expenditure. State Governments 
were the principal source of this expenditure (62%) while the private 
sector was the source of 25%. 

CHINA 

China has a population estimated at about 970 000 000 (1979). In 
total, health expenditure in China in 1981 is estimated to have been 
8 390 000 000 RMB. This includes funds spent on health services, research 
relating to the health system, public medical care and "labour protection". 

In 1981, there were 190 216 health services organizations, and 65 910 
hospitals, with some 2 020 000 beds. (Of these, about 23 000 hospitals 
with 1 200 000 beds are run by the Ministry of Health; about 4 700 
hospitals with 400 000 beds are run by other departments, and about 37 000 
hospitals with 420 000 beds are run by the collective system). In 
addition, there are 3 200 stations for anti-epidemic and quarantine 
purposes, and 2 600 for maternal and children's health. 
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The health organizations conducted by the Ministry of Health are 
funded through the Ministry of Financing. Others are funded through the 
industrial system, or are self-supporting. In some rural communes, 
services are partly self-supporting, and psrtly government-supported. 
Medical training is supported through the Education System. Family 
planning is directly supported by the Ministry of Finance. 

Estimated funding for medical services in 1981 is 3 290 million yuan. 

For 1980, expenditure (including capital expenditure) was broken down 
as follows: 

Total medical services 
of which: 

Urban services 

Urban services communes, 
countryside 

Cooperative medical services 
(Government 8ubsidy) 

Anti-epidemic quarantine stations, 
and maternal/child care 

Secondary Technical Schools 

Medical Scientific Research 

3 016 million yuan 

753 II II 

1 000 " II 

26 " 
II 

520 " II 

117 II II 

100 II II 

People have to pay for some services at country hospitals, but have 
free medical care at State institutions and hospitals. Where payment is 
required, it is sometimes reimbursed through their labour institutions, as 
part of their labour insurance scheme. In people's communes, they are 
expected to pay up to about 5 yuan per year, to be entitled to free medical 
care. Entitlement to free care can depend on the productivity of the 
commune brigade. People suffering from infectious diseases are entitled to 
free medical care. 

In 1980, free medical care for the aged, the military, and the general 
public cost about 660 million yuan. 

Patients using some hospitals are required to pay a registration fee. 
Hospitals receive about 500 million yuan as a result of this (not included 
in the above expenditure figures). Medical training is carried out in 
medical colleges, which are part of the institute of higher education. 
Separate expenditure details for this are not available from the Ministry 
of Finance. The Ministry of Public Health finances secondary technical 
medical schools. 
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Information available for Jagin County (Background Paper No. 10(a» 
indicates that approximately 30% of health funds come from central 
government; 35% comes from the brigades and the collective economy; 24% 
comes from factories through labour protection legislation; 9.5% comes from 
personal payments. 

JAPAN 

117 million Population 
GNP U8$927 926 million 

U8$117 (1979) 
US$45 629 

(1979 ) 
GNP per person 
Health expenditure 
Health expenditure is 4.9% of GNP 

Japan has an extensive social and health insurance system. 

In 1980, coverage was as follows: 

Employees' health insurance 

Government managed 
Society managed 
Seaman's insurance 
Day labour insurance 
Mutual aid insurance 

Sub-total 

National health insurance 

Total 

Insured persons 
(000) 

14 251 
11 193 

216 
333 

5 097 

31 090 

71 344 
44 552 

115 896 

oe~endents 
000) 

16 351 
15 835 

461 
209 

7 398 

40 254 

Under employees health insurance schemes, employees are required to 
pay a fixed proportion of their standard monthly salary for health 
insurance - 8.4% for government-managed insurance, and on average 7.8% for 
others. The contribution is shared equally between employer and employee 
for government managed insurance, but the proportion varies for the 
others. Health insurance covers the total cost of health services. 
National health insurance is intended to relieve the burden of cost of 
health services for those not covered by employee health insurance. The 
bodies responsible for administration of national health insurance are the 
city, town and village authorities. All persons residing in these areas, 
except those covered by employee insurance, are levied a national health 
insurance tax. 
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Expenditure on health - Japan 

Cost of medical care GNP Medical care cost/GNP 
Year (billion yen) (billion yen) (X) 

1955 238 8 864 2.69 

1960 409 16 207 2.53 

1965 1 122 33 550 3.35 

1970 2 496 75 091 3.32 

1975 6 477 151 797 4.27 

1979 10 951 222 702 4.92 

Costs of medical care, per person, by age groups, 1979 (000 Yen) 

Age group 

Total 0-14 15-44 45-64 

83.6 32.0 55.0 121.2 

Population - Age distribution (X) 

Total population 
National health insurance 
Other health insurance 

0-14 

23.6 
20.9 
25.2 

15-69 

70.7 
70.0 
71.2 

65+ 

279.9 

70+ 

5.7 
9.1 
3.6 

Older people are responsible for relatively greater medical 
expenditure, and there are growing numbers of aged persons. When someone 
retires, unless he becomes a dependent of someone who is an employees, he 
is transferred to the national health insurance. 

The Ministry of Health (Koseisho) budget, (including social security 
payments, is about 20% of the total national government budget. 

The Government is contemplating cost containment measures, in the face 
of increasing health costs. 
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Expenditure on health 1980 

Ministry of Health 
Other government agencies 
Compulsory health insurance 
Water supply and sanitation 
Health education 
Health Manpower development 
Private expenditures 

Total 

Sources of funds, 1980 

Government/Ministry of Health 
Other government agencies 
Health insurance 
Private 

Total 

MALAYSIA 

- 82 -

US$ million 

7 411 
3 283 
1 283 

655 
81 

229 
5 269 

18 211 

33 956 
10 685 

346 
34 502 

79 489 

% 

41 
18 

7 
4 
0 
1 

29 

43 
13 
o 

43 

Malaysia is a federation of 13 States and one territory. Estimated 
population is about 13.4 million (1980). 

The general health of the population is continuing to improve, 
reflecting the health policies, and innovative measures which the 
government and the Ministry of Health have taken. 

The health budget in 1981 is M$1011.7 million (M$89l.9 m operating; 
M$Al19.8 development expenditure) operating expenditure for health is 6% of 
the total Government operating budget, while development expenditure for 
health is 1.4% of the total capital investment appropriation. 

Per capita health expenditure is M$75 (approximately US$3l). 

The Ministry of Health Budget, by programmes, is distributed as 
follows (based on 1982 budget). 

General Administration 
Public Health 
Patient Care (hospitals, etc.) 
Dental Care 
Training 
Pharmacy and Supplies 
Research 
Planning and Development 
Engineering Services 

% of operating expenditure 

3 
23 
60 

5 
6 
2 
1 
0.2 
0.1 
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The breakdown of the health programme budget by activities is as 
follows: 

1982 allocation 
($m) % 

Personal health 114.5 48 

Environmental health and 20.8 9 
Food quality control 

Prevention and control 58.1 24 
and communicable diseases 

Health administration 45.5 19 

Health education 1.7 

Total 240.6 100 

Some 20% of the National Budget is for Social Services. This includes 
about 6% for health. 

The Development Budget is formed on the basis of a five-year plan, and 
is financed principally from loans. The operating budget which is financed 
from consolidated revenue and taxes is prepared 1-1/2 years in advance. 

A Programme Performance Budget System has been introduced in the 
Malaysian Ministry of Health, on a pilot basis. Programme performance 
measures are being developed. 

The Ministry of Health is seeking to facilitate the attainment and 
maintenance by the individual of a standard of health which will enable him 
to lead an economically and socially productive life. 

Its broad strategies for attainment of this objective are: 

(1) provision of essential health care to the total population using 
the primary health care approach; 

(2) upgrading of the quality and expansion of the scope of services 
provided, based on changing lifestyle and needs, changing disease 
patterns and the need for an intersectoral approach and community 
involvement; 

(3) development of a balanced promotive, preventive, curative and 
rehabilitative health service in both urban and rural areas; 

(4) promotion of a healthy living environment. 
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Some specific programmes that have been implemented are: 

Family health programme 

Environmental sanitation 

Food quality control 

Vector-borne disease control 

Communicable diseases prevention and control 

Health education 

Inpatient care 

Outpatient care 

Laboratory and radiological support 

Personal dental care 

Preventive dental care 

Health manpower planning and training 

Pharmacy and supplies 

Biomedical and health services research 

Engineering 

NEW ZEALAND 

Population: 3 million 
OVer 80% live in urban areas 

Trends in public health expenditure 

Public health expenditure rose from about $3 million per annum in the 
19208 to over $1 300 million in 1980/81. In the 1930's public health 
expenditure accounted for less than two percent of Gross Domestic Product 
(GOP) but the proportion increased steadily until in the 1970s it exceeded 
5 percent (Table 1). Health expenditure presently accounts for about 
12 percent of central government expenditure. 

Table 1. Public health expenditure as % of GOP 

Year-ended March 

1936 1.14 

1945 2.51 

1953 3.54 

1961 3.78 

1969 4.07 

1974 4.58 

1976 5.54 

1978 5.58 
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Private health insurance has grown since 1973/74. The government 
provides dental services in schools, and meets the full cost of prescribed 
pharmaceuticals. 

New Zealand is, at present, seeking to contain expenditure on health 
in both the private and public sectors. 

Total expenditure on health services 

For the financial years 1960-61, 1968-79 and 1973-74, detailed 
assessments were made of the total (public and private, capital and 
current) expenditure on health services. This has not been done for other 
years. 

For the purpose of the analysis, health expenditure was classified as 
follows: 

Institutional health services 

public hospital services 
psychiatric hospital services (public institutions only) 

- private institutions (hospitals but not homes) 

Community health services 

- general medical services (that is general practitioners) 

- specialist medical services (including some paramedical 
services - physiotherapy and chiropractic) 

- dental services (including the school dental service) 

- medicaments (prescriptions and pharmacy over-the-counter sales 
of medicines, drugs and other medical items but excluding items 
such as toiletries and cosmetics) 

Public health services (including ante and postnatal services) 

Other services 

- teaching 
- research 

The two principal sources of funds for the health services are the 
government and the private sector. Up until the 1963-64 financial year 
government finance for health care was raised by a social security tax 
supplemented from the Consolidated Fund. Subsequently, the social security 
tax was amalgamated with ordinary income tax, and health care has been 
financed from the one source. Information on government financed health 
care is relatively easy to gather and categorize and was derived 
substantially from the various hospital and health department annual 
statistical reports. 
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Private finance for health services includes payments by private 
individuals (fee-for-service), voluntary and compulsory (third party) 
insurance, and charitable funds, and is not so easy to identify. 
Estimation of expenditure from these sources was accomplished only with 
reference to a multitude of reports of private and voluntary organizations 
and to the results of various surveys. Because of the difficulties in 
obtaining this information the estimates should be regarded as subject to a 
greater margin of error than the estimates from government sources. 

Detailed analysis of these categories of health expenditure and of the 
various sources of finance was undertaken. Initially no distinction was 
made in the analysis between capital and current health expenditure. This 
course was taken largely because of the difficulties encountered, 
particularly in the private sector, in distinguishing between the two. 

While comparisons between the three years chosen are probably 
indicative of the underlying trends, it should be borne in mind that 
misleading interpretations could result if, for example, expenditure in one 
of the years is especially high or low relative to the neighbouring years. 

A summary of the principal health expenditure estimates for the years 
1960-61, 1968-69 and 1973-74 is given in Table 2. Appendix 1 gives more 
detailed tables for these three years. 

Table 2. Total health expenditure in New Zealand and its sources 
(estimates from detailed analysis) 

1960-61 1968-69 1973-74 % change 
Source ($m) (%) ($m) (%) (Sm) (%) 1960-61 to 

1973-74 

Public funds 101.2 80.5 186.0 78.9 399.2 81.3 295 
Private funds 24.5 19.5 49.8 21.1 91.6 18.7 274 

Totals 125.7 100.0 235.8 100.0 490.8 100.0 290 

The figures show a substantial increase in health expenditure of 290% from 
$125.7 million in 1960-61 to $490.8 million in 1973-74. The table also 
shows that despite this considerable growth in expenditure there was a 
remarkable degree of stability in the balance between public and private 
sources of finance; public funds provided approximately 80% of the total 
finance in each of the three years examined. 



- 87 -

Annex 13 

The slight change that is apparent in Table 2 in the proportional 
contribution of public and private finance, is largely a reflection of the 
changing rates of health benefits provided by the Department of Health for 
services rendered by various health agencies. 

The estimates of public funding given in Table 2 were based on 
detailed examination of all funding by public agencies, some of the 
Department of Health funding being excluded while funding by other agencies 
was included. 

Using the detailed analysis of the years 1960-61, 1968-69 and 1973-74 
it was also possible to prepare very approximate estimates of private 
funding for a selection of years in the period 1923-24 to 1977-78. The 
full series of estimates is given in Appendix 2. Table 3 gives the 
approximate public and private expenditure estimates for several years 
since 1924. 

It appears that when allowance is made for private expenditure total 
expenditure on health in 1977-78 reached approximately $1 000 million. 
This is over $300 per head. Table 3 shows the longer term change in the 
balance of public and private funding. In the 1920s and 1930s public funds 
accounted for about 40 per cent of health spending. However, following the 
Social Security Act of 1938, which led to the introduction of medical and 
other benefits, there was a marked increase in the proportion of funding 
from public sources. Between 1935-36 and 1944-45 it has been estimated 
that public funding increased five-fold while private funding increased 
relatively little. By 1944-45, public funds have been estimated as 
accounting for something in excess of 70% of health expenditure. 
Subsequently the shift toward a higher proportion of public funding has 
been relatively slow. It has been estimated that currently about 84% of 
funding is from public sources. 
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Source 

Public funds 
Private funds 

Totals 

- 88 -

Table 3. Total health expenditure in New Zealand and its sources 
'estimates from approximate analysis' 

1924-25 1935-36 
($m) (%) ($m) (%) 

3.01 
3.98 

6.99 

43.1 3.59 39.6 
56.9 5.47 60.4 

100.0 9.06 100.0 

1944-45 1956-57 1977-78 
($m) (%) ($m) (%) ($m) (%) 

19.2 73.6 73.3 78.8 831.5 83.6 
6.9 26.4 19.7 21.2 163.0 16.4 

26.1 100.0 93.0 100.0 994.5 100.0 
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Sources of finance 

Direct payments by private individuals 

Examination of the sources of private finance for health care (Table 4) 
reveals that by far the greatest proportional contribution came from 
private individuals in the form of out-of-pocket payments for medicaments, 
for health services provided by doctors, dentists and other health 
personnel, and for care in private hospitals. 

Approximately 90% of the private funds came from this source in each 
of the 3 years studied in detail, although the proportion fell over the 
period from 95.5% to 88.9%. This fall can be attributed to the rapid 
growth in private health insurance. 

Table 4. The sources of private health finance 

1960-61 1968-69 1973-74 
Source ($m) (%) ($m) (%) ($m) (%) 

Private individuals 23.42 95.5 46.29 92.9 81.38 88.9 
Private insurance 0.09 0.4 0.53 1.1 5.43 5.9 
Compulsory insurance 0.09 0.4 1.53 3.1 2.50 2.7 
Charitable funds 0.92 3.7 1.44 2.9 2.31 2.5 

Totals 24.52 100.0 235.8 100.0 91.62 100.0 

Private insurance 

A number of societies offer health insurance cover for a range of 
'private' health services provided both in and out of hospital. Membership 
of these societies has risen dramatically from their beginnings in the 
early 1960s, with one leading society currently claiming nearly half a 
million members. Funds from health insurance have been assessed as the 
payment of premiums and therefore, allow for the administration of the 
schemes. Finance associated with voluntary health insurance amounted to 
$5.43 million in 1973-74 compared with $0.09 million in 1960-61, which 
represented an increase from 0.4% to 5.9% of private finance. 

Approximately one-third of the expenditure of voluntary insurance 
organizations in 1973-74 was for administration, a relatively high 
proportion when compared with similar schemes in other countries. Part of 
this difference is no doubt due to the relative infancy of private health 
insurance in New Zealand; administration costs tend to be high during the 
establishment and early growth of such organizations. These costs, as a 
proportion of total expenditure, fall over time - this is borne out by the 
annual accounts of the various health insurance societies. 
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Compulsory insurance 

Compulsory insurance in the years examined consisted of payments from 
Workers' Compensation and Motor Vehicle Third Party Insurance - both these 
schemes were superseded, on 1 April 1974, by the Accident Compensation 
Act. This funding might more appropriately have been considered as public 
finance, but has been classified as private in line with other studies. 
Only payments for health goods and services are included in the estimates, 
the remainder of the funding of these schemes being for such thing as 
sickness payments to cover loss of earnings. Finance from this source grew 
from $0.09 million in 1960-61 to $2.50 million in 1973-74 - approximately 
3% of the total private funding. 

Charitable funds 

The charitable funding assessed was associated with the Royal New 
Zealand Society for the Health of Women and Children <the Plunket Society), 
several private hospital-type institutions and research foundations. There 
are a large number of additional voluntary organizations that provide some 
health services. However, their services tend to be more of a welfare or 
educational nature than health. Thus, total health funding from charitable 
sources has been estimated to have grown from $0.92 million in 1960-61 to 
$2.31 million in 1973-74, which in proportional terms is a fall from 3.7% 
of the total private finance to 2.5%. 
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The four main categories of health services distinguished are 
institutional health services, community health services, public health services, 
and other services (namely, teaching and research). 

Table 5. The proportions of total health expenditure 
on individual types of services 

Type of service 

Institutional health services 

Public hospitals 
Psychiatric hospitals 
Private institutions 

Sub-total 

Community health services 

General medical services 
Specialist medical services 
Dental services 
Medicaments 

Sub-total 

Public health services 

Teaching and research 

Teaching 
Research 

Sub-total 

Totals 

1960-61 
% 

40.7 
8.8 
6.7 

56.2 

10.2 
4.2 
6.8 

16.2 

37.4 

2.7 

3.3 
0.4 

3.7 

100.0 

1968-69 
% 

42.4 
9.4 
6.0 

57.8 

8.6 
5.6 
6.5 

15.2 

35.9 

2.5 

3.3 
0.5 

3.8 

100.0 

1973-74 
% 

45.9 
9.2 
6.1 

61.2 

6.9 
4.8 
6.1 

14.2 

32.0 

2.4 

3.7 
0.7 

4.4 

100.0 

Table 5 expresses the estimates in percentage terms and indicates the 
proportions of total health expenditure (both current and capital, public 
and private) devoted to the different types of service in the three years 
studies; Figure 1 depicts the 1973-74 proportions. 



- 92 -

Annex 13 
Figure 1 

Percentage distribution of health expenditure 
by type of service in 1973-74 

45. go/. 

Public Hospitals 

Institutional health services 

Expenditure on institutional health services accounted for over half 
the total expenditure on health, and the proportion grew over the period 
studied from 56.2% ($70.5 million) to 61.2% ($300.6 million). The factor 
contributing most to this growth was expenditure on public hospitals which 
alone accounted for 45.9% (40.7%) of all health expenditure in 1973-74 
(1960-61). Expenditure on psychiatric hospitals initially grew as a 
proportion of total expenditure although the percentage fell slightly 
between 1968-69 and 1973-74 from 9.3% to 9.2%. 

Community health services 

From Table 7, it appears that the growth in the proportion of 
expenditure on institutional care was achieved largely at the expense of 
community health services development. Expenditure on this fell as a 
proportion of total health expenditure from 37.4% ($47.1 million) in 
1960-61 to 32.0% ($156.8 million) in 1973-74. The estimated expenditure on 
general medical services (general practitioner services) experienced the 
largest proportionate decline from 10.2% in 1960-61 to 6.9% in 1973-74. 
However, because of analytical difficulties, the expenditure by hospital 
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boards on district nursing and domiciliary physiotherapy services was not 
included here, but included with other public hospital expenditure. In 
fact, the expenditure associated with these services (after excluding the 
domiciliary welfare services operated by hospital boards) seems to have 
been quite small. In 1960-61, there was about $1/2 million and in 1973-74 
about $3 million. Thus, even if these community medical services run by 
hospital boards were assessed together with general practitioner services, 
the overall picture would not be greatly changed. 

Expenditure on medicaments, including estimates of over-the-counter 
sales at chemists, but excluding the cost of drugs dispensed in hospitals, 
fell proportionately from 16.2% to 14.2%. Expenditure on dental services 
also declined proportionately (6.8% to 6.1%) while the proportion spent on 
specialist services rose between 1960-61 and 1968-69 from 4.2% to 5.6% but 
fell to 4.8% by 1973-74. 

Public health services 

Estimates of expenditure on public health services, including 
environmental services and personal public health services such as child 
health services, health education, occupational health services, etc. 
indicate that the proportion spent on these services has been small and 
fell from 2.7% ($3.4 million) to 2.4 percent ($11.7 million) over the 
period studied. A small but significant contribution is provided by 
various voluntary or charitable organizations. 

Teaching and research 

Teaching and research both increased their share of health expenditure 
although together they accounted for less than 5% of the total in 1973-74. 
Estimates of expenditure on teaching have been restricted to the cost of 
training doctors, dentists and nurses. These amounted to 3.3% 
($4.2 A million) of total health expenditure in 1960-61 and 3.7% ($17.9 
million) in 1973-74. 

Expenditure on research includes estimates of funding by the Medical 
Research Council as well as by private research agencies using charitable 
funds, for example the Cancer Society, the National Heart Foundation, and 
the varios Regional Medical Research Foundations. As a proportion of total 
health expenditure, spending on research rose from 0.4% in 1960-61 to 0.7% 
in 1973-74. Amounts spent on research by hospital boards, medical schools 
and pharmaceutical manufacturers have not been included in the estimates of 
research expenditure but will have been allowed for elsewhere. For 
example, the amount spent by pharmaceutical manufacturers on research will 
be included, in effect, with medicaments expenditure. 
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APPENDIX 1 

SUMMARY OF raE RESULTS OF THE D.TAILED ANALYSIS 
FOR 1960-61, 1968-69 AND 1973-74 

Table 1.1 Total (capital and current. public and private) expenditure on health services. 1960-61 

From Pr-fV~nance 

To 

Institutional medical care 

Public hoapitals 
Psychiatrie hospitals 
Private institutions 

Sub-totals 

Community medical care 

General medical services 
Specialist medical services 
Dental services 
Medicaments 

Sub-totals 

Public health services 

Teaching and research 

Teaching 
Researeh 

Sub-totals 

Totals 

Government 
finance 

$ 

51 034 914 
10 999 045 
3 606 115 

65 641 074 

7 877 461 
2 137 567 
4 563 902 

13 381 832 

27 960 762 

3 025 077 

4 162 247 
379 876 

4 542 123 

101 169 036 

Government 
finance as 
% of total 

$ 

93.1 

59.4 

89.8 

96.3 

80.5 

Compulsory 
insurance 

$ 

92 496 

92 496 

92 496 

Voluntary 
insurance 

$ 

53 447 

53 447 

4 454 
31 176 

35 630 

89 077 

Private 
individuals 

$ 

4 333 766 

4 333 766 

4 952 184 
3 167 310 
3 971 438 
6 991 600 

19 082 532 

23 416 298 

Charitable 
organizationa 

$ 

416 284 

416 284 

343 157 

158 561 

158 561 

918 002 

Tot«l 
private 
finance 

i 

92 496 

4 803 497 

4 895 993 

4 956 638 
3 198 486 
3 971 438 
6 991 600 

19 118 162 

343 157 

158 561 

158 561 

24 515 873 

Pr1.vate 
finance 
as % of 

total 

• 

6.9 

40.6 

10.2 

3.4 

19.5 

Total 
all 

sources 
$ 

51 127 410 
10 999 045 

8 410 612 

70 537 067 

12 834 099 
5 336 053 
8 535 340 

20 373 432 

47 078 924 

3 368 234 

4 162 247 
538 437 

4 700 684 

125 684 909 
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Table 1.2 Total (capital and current, public and-private) expenditure on healtb services, 1968-69 

From 'PrLvate finance 
Private 

Government Tot'al finance Total 
Government finance 8S Compulsory Voluntary Private Charitable private as % of all 

fiuanee % of total insurance insurance individuala organizations finance total sources 
To $ $ $ $ * $ $ $ $ 

Institutional medical care 

Public hospitals 98 392 924 1 525 491 1 525 491 99 918 415 
PSYChiatric hospitals 22 126 385 22 126 385 
Private institutions 6 319 572 319 924 6 912 130 622 368 7 854 422 14 173 994 

Sub-totals 126 838 881 93;1 1 525 491 319 924 6 912 130 622 368 9 379 913 6.9 136 218 794 

Communitx medical care 

General medical services 8 007 346 26 660 12 189 897 12 216 557 20 223 903 
Specialist medical services 5 381 974 186 622 7 630 341 7 816 963 13 198 937 
Dental services 7 004 034 8 285 467 8 285 467 15 289 501 
Medicaments 24 576 829 11 277 200 11 277 200 35 854 029 

Sub-totals 44 970 183 53.2 213 282 39 382 905 39 596 187 46.8 84 566 370 

Public health services 5 349 040 92.1 456 841 456 841 7.9 5 805 881 

Teachins and research 

Teaching 7 859 959 7 859 949 
Research 944 324 357 673 357 673 1 301 997 

Sub-totals 8 804 273 96.1 .- 357 673 357 673 3.9 9 161 946 

Totals 185 962 377 78.9 1 525 491 533 206 46 295 035 1 436 882 49 790 614 21.1 235 752 991 
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Table 1.3 Total (espits! and current. public and private) expenditure on health service •• 1973-74 
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APPENDIX 2 

DATA FOR TRENDS IN TOTAL HEALTII EXPENDlTUBl! 

Table II.l Total health expenditure in relation to other facton 

Total Total 
Year Public Private Total 'total health health 

ending health health health health expenditure expenditure Population 
31 March expenditure expenditure expenditure expenditure 1965-66 1965-66 lIIillion 

$m $a $a % GOP $a $ per caput 

1925 3.01 3.98 6.99 20.1 14.8 1.36 

1936 3.59 5.47 9.06 2.89 31.1 19.9 1.57 

1942 13.0 9.3 22.3 3.80 54.7 33.5 1.63 

1945 19.2 6.9 26.1 3.41 53.8 32.3 1.67 

1949 34.6 9.8 44.4 4.49 77.8 42.2 1.84 

1953 54.1 14.8 68.9 4.50 86.1 42.8 2.01 

1957 73.3 19.7 93.0 4.48 113.1 51.6 24 HJ 

1961 100.4 24.5 124.9 4.70 141.8 59.4 2.39 

1969 180.7 49.8 230.5 5.20 211.7 76.7 2.76 

1974 401.1 91.6 492.7 5.62 286,.3. 95.8 2.99 

1975 500.5 105.0 605.5 6.32 334.9 109.9 3.05 

1976 619.1 125.8 744.9 6.67 358.6 115.8 3.10 

1977 707.6 140.0 847.6 6.42 348.8 111.8 3.12 

1978 831.5 163.0 994.5 6.67 360.7 114.5 3.15 

The estimates of private expenditure have been prepared from examination of the trends in the 
proportion of finance met by the government for hospital, medical practitioner and dental services and 
medicaments. These estimatea, apart from those for the years 1961, 1969 and 1974, are speculative. 
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PAPUA NEW GUINEA 

Population: 3 million (1980); 68% live in rural areas. 
PNG has 19 hospitals (1 specialized, 1 mental, 4 base, and 13 provincial). 

In the rural areas, there are rural health centres and aid posts. 

Hospital expenditure is about K12 million. About 3/4 of this is 
salaries of workers in hospitals. Only about 20% of doctors and 10% of 
specialists are Papua New Guineans. 

Many primary health care functions, including responsibility for the 
maintenance and operation of aid posts, family planning and health 
education have been transferred from the central to the provincial 
administrations. 

All drugs are imported to PNG. 

There is a TB programme which is assisted by WHO. 

PNG hopes to secure further funds for health services through the 
Asian Development Bank. 

GNP: K 261 7.6 million (1980) 
Total health expenditure: K 58 million 
Health as % GNP: 2.2% 

Note: These health expenditure figures may not include certain expenditure 
by church mission health services, or private expenditure. They include 
foreign aid funds for health. 

The major areas of recurrent expenditure by the government for health 
services are as follows: 
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RECURRENT ExPENDITURE (KINA, 000) ON HEALTH SERVICES 
FOR THE YEAR 1978-1982 

Hospitals: 

- Teaching hospital 
- Central General Hospital 
- Specialized long stay hospital 
- General hospital 

Policy and administration 
Urban health centres 
Mental health services 
Laboratory services 
Ambulance services 
Rural health services 
Church health services - Government 

assistance 
Family planning 
Pharmaceutical services 
Malaria control programme 
Tuberculosis control 
Standard and immunization 
Mental health 
Health education 
Nutrition 
Environmental health 
Allied health training 
Provincial health services 

Total 

US - Dollar exchange rate 

1981 1982 

12 812 

2 134 
3 592 
1 427 
8 310 

4 782 
288 
348 
475 

97 
3 090 
3 030 

349 
4 656 
4 020 

572 
410 

1 034 
313 
381 
960 

3 805 
12 399 

53 821 

1.4695 

12 308 

3 924 
509 
509 
603 
151 

3 073 
3 453 

4 795 
4 043 

669 
310 

1 326 

505 
1 176 
2 795 

14 165 

54 314 

1.3952 

Note: Excludes costs of medical training. 
Capital expenditure is K 6.723 million in 1981, 
and K 10.7 million in 1982. 
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PHILIPPINES 

Population: 48 million (1980) 
GNP: '269 781 million 
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The Ministry of Health in the Philippines is attempting to adopt the 
primary health care model. They are attempting to measure progress in 
health using several social indicators, including demographic, programme 
and accessibility indicators. 

National government expenditures on health are about 0.5% of GNP 
(about 11 300 million in 1980). This proportion of GNP has remained 
constant since 1970. Government expenditure on health has declined as a 
proportion of the total budget over this time. No information is available 
on non-government expenditure on health. 

There is a maldistribution of heath expenditure in terms of regions 
(on a per person basis). 

Information from a survey of family and personal expenditure is as 
follows: 

Total family expenditure on 
medical care as % of total family 

1971 1975 

1.8 1.9 

Personal consumption expenditure on medical care (in 1972 prices) 

Year Value (tm) % share of total expenditure 

1977 1465 2.8 
1978 1536 2.8 
1979 1606 2.8 
1980 1689 2.8 

A medicare programme was commenced in 1972, to subsidize the cost of 
health care and to increase financial accessibility. This programme now 
covers 16% of the population. 

There are very little data available for health expenditure in the 
private sector. It is recognized that more information is needed. The 
government has no real idea of the size and extent of the private sector in 
health care. 

There are three mechanisms for financing health care in the 
Philippines: 

(1) Government funding and subsidies; 
(2) Direct out-of-pocket payments; 
(3) Insurance, both compulsory and voluntary. 



- 101 -

Annex 13 

The cost of primary health care services is fully met by government. 
Hospitals are usually free, although sometimes patients are asked to pay 
for drugs. The cost of traditional and indigenous health care is met 
directly by those seeking such services. 

The government receives aid through the World Bank, USAID, WHO and 
UNICEF. 

Of government expenditures on health, about 2/3 is on hospitals, and 
1/3 on local health care. Capital expenditure is low~ new hospitals and 
health centres are financed through the Ministry of Public Works. The 
government is looking towards subsidizing the cost of private hospital 
beds, rather than establishing new public hospitals. 

Health expenditure (including capital outlays) in 1980 was from the 
following sources: 

Ministry of Health 
Other government agencies 
Insurance (compulsory) 
Local government 
Private expenditure 
Voluntary insurance 

11 220 million 
32 million 
32 million 

not known 
not known 
not known 

The major areas of expenditure in 1980 are: 

Teaching hospitals 
Central general hospitals 
Specialized and long stay hospitals 
General hospitals 
Special programmes: 

Malaria eradication service 
Family planning services 
Nutrition services 

Training of health personnel 
Research 
Administration 

In thousand Pesos 

183 250.0 

185 164.6 
332 643 

19 143.9 
9 442.6 
7 143.9 

3 247.0 
23 114.5 
56 989.3 
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REPUBLIC OF KOREA 

Population: 38.2 million (1980) 
GNP (1980); 34 321.6 billion won 
Total health expenditure (1980): 1572 billion won 

4.6% Health expenditure as % of GNP: 

In Korea, there are three major mechanisms for paying for health care: 

(1) Direct out-of-pocket payments 
(2) Social insurance 
(3) Support from Government through general revenue funds 

Charity, donations and employees provision of services are relatively 
minor. 

Most middle - upper income persons pay directly for health care. 
There is a substantial private medical practice. 

The major method of treatment of the poor and those in rural areas is 
through direct purchase of unprescribed drugs. 

There are considerable inequities in the distribution of health 
services. 

In 1977, medical insurance was introduced and was compulsory for all 
employers with more than 500 workers. This number has been progressively 
reduced, and the scope of the arrangements widened, so that it now covers 
all workers in establishments of 100 plus employees; government workers and 
teachers, and dependents of military personnel. In 1981, 14.4 million 
persons (37%) were covered by medical insurance and assistance programmes. 

A non-contributory medical assistance programme for indigent and low 
income persons came into effect in 1977, and covers 643000 people for 
medical treatment. Also, 3.1 million low-income persons can receive free 
outpatient medical care, and the government meets half the cost of, 
in-patient care, while making available no-interest long-term loans for the 
other half of the cost. 
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National government expenditure on health and related programmes is as 
follows: 

Health 

- preventive 
- tuberculosis control 
- maternal and child health 
- National Medical Centre 
- National hospitals 
- Health facilities, centres and sub-centres 

and sub-centres 
- Administration 

Sub-total 

Water and sanitation 

Total 

Billion Won 

2.2 
6.8 
5.2 
7.6 
7.0 

18.7 

4.1 

51.6 

32.1 
~ 

83.7 

Health expenditure sourced by the government is a small proportion of 
total expenditure, but it has been increasing because of the medical 
assistance programme for the poor. Expenditure by the health ministry 
represents just over 1% of total government expenditure. The indigent, who 
had previously been neglected, are now receiving government attention. 

In the last 20 years, there has been heavy investment in housing and 
infrastructure, which has improved living conditions, so that health status 
has improved, even though health expenditure is relatively low at 4.6% of 
GNP (1980). Most hospitals are in the private sector: indeed, about 80% 
of expenditure on health is in the private sector, as shown in the 
following table: 

Sources of funds 

Ministry of Health 
Other government agencies 
Compulsory health insurance 
Private expenditure 

Total 

Expenditure 1980 
billion won % 

79.2 
55.5 

151.3 
1286.0 

1572.0 

5.0 
3.5 
9.6 

81.8 

100 
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SINGAPORE 

Population: 2 414 000 
GNP: S$22 216.7 million (1980) 
GNP per person: S$9 204 

- 104 -

Government health expenditure: S$216.9 m (1980/81) 
Total health expenditure: S$594.6 m (1980/81) 
Health expenditure as % of GNP: 2.7% 

1. 1960-1981 

Rapid economic growth transformed Singapore's economy but no 
significant change during period in % GDP spent on health. Some 
improvements in living conditions; population distribution is aging. 

2. Public spending on health was 1% of GDP in 1980; figure has risen 
slightly since 1980. Private spending on health unknown but unofficial 
estimate puts it at 2% of GDP. In all, 3% of GDP spent on health. 

3. Present financing methods 

(a) Public spending out of general revenue - S$250 m 
($1 = 0.5 US$) in 1980; user charges roughtly $60 m or 1/4 
of total spending. Policy is to increase % of government 
spending that can be recovered from people. 

(b) No compulsory national insurance system and none likely. Workers 
in big firms covered by group arrangements. Amount of private 
coverage purchased by people unknown. Spending on traditional 
medicine unknown. 

(c) Charity: few voluntary organizations but expenditure small 

(d) International contributions: small amounts for population and 
family planning and research; little for primary health care. 

4. Primary health care (PHe): spending about 15% of total public 
spending; government policy is to keep government patient load one quarter 
of total; private sector to serve the remaining three-quarters patient load. 

5. Government health plan for year 2000 

(a) Governement strategy is to develop plans to privatize health 
care, to get private sector to bear a areater burden. Objectives 
of privatization are to encourage private sector competition and 
efficiency and reduce people's dependence on government health 
services; government wants firms to play greater role in 
providing health and other welfare services for its workers. 
Model is Japanese firms. 
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(b) Government likely to introduce compulsory savings scheme so that 
people have funds for medical care and also partial insurance 
scheme for persons with special medical problems; details not 
worked out yet but aim of health plan is to avoid the 
inefficiency and waste associated with national health systems 
and inequities and cost explosion associated with insurance-based 
financing systems. 

6. Health financing and resource allocation 

(a) Ministry of Health recurrent spending decided annually. Ministry 
submits estimates for approval by Finance Ministry and then by 
parliament. 

(b) Capital spending decided with help of cost-effectiveness studies. 

(c) Like other ministries, Health Ministry has adopted Programme 
Performance Budgeting System (PPBS) to evaluate its performance; 
but application of PPBS difficult, impact not yet known. 

7. A significant number of people from other countries come to Singapore 
for health treatment. There is a shift in disease patterns, from diseases 
of the poor to diseases of the rich and the aged. 
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COUNTRIES OF WESTERN PACIFIC REGION 
HEALTH EXPENDITURE - SUMMARY OF AVAILABLE INFORMATION 

(From 6th Report on the World Health Situation, WHO 1980) 

American Samoa 

Inflation and provision of increased services has led to increase 1n 
costs of about 10% p.a. from 1973 to 1977. 

Australia 

Increases in health expenditure from 5.9% of GDP 1970-1971 to about 8%. 

Director government benefits for health services, together with 
benefits from private health insurance funds. State governments 
responsible for planning and administration of health services. 

Cook Islands 

About 7% of national budget spent on health services. 

Over 9% of operating budget of country spent on health. About 2/3 of 
this is on salaries and wages of staff. 

Net per capita expenditure has increased from $10 in 1973 to $22 in 
1977 • 

French Polynesia 

1973 Territorial Health Budget 
1974 

Hong Kong 

488 m 
648 m 

CFP Francs 

In 1976-77, total government expenditure HK$6639.3 m. Of this, 
HK$648.2 m on public health services. 

Japan 

Recurrent expenditure HK$633.7 m, capital HK$l4.5 m 
Per capita expenditure on health HK$146 

1973 

Gross national medical expenditure 3949.6 
(thousand million yen) 

Expenditure per capita (yen) 36332 

Gross national medical care as % of 
gross national product 3.42 

1974 l2..!2. 
5378.6 6477.9 

48875 57871 

3.95 4.33 
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Ministry of Health and welfare budget 

(public and environmental health 
medical care, social welfare, social 
insurance) 

as % of total national budget 

Malaysia 

1973 1974 

14.7 16.8 

1977 health budget 
of which: 

M$ 562.0 m (M$44.63 per person) 

455.8 m 
102.2 m 
7.29% total operating budget 

1975 

18.4 

Operating expenditure 
Development expenditure 
Operating expenditure for health 
Development expenditure 2.27% total development appropriation 

New Caledonia 

1976 total budget 11 402.77 million CFP Francs. Of which 1 358.42 in 
CFP francs allocated to health (i.e. 8.4%) 

New Hebrides 

Recurrent expenditure on health in 1976 was about 330 m N.H. francs 
(3386 NHF per person). Salaries account for over 60% of total expenditure. 

New Zealand 

Niue 

Gross expenditure 
(Department of Health) $NZm 

1973 

401.9 

1974/75 1975/76 

493.6 606.4 

Total Government Health Expenditure 1976 -77 

NZ$ 331000 
- Of this, NZ$ 325000 (98%) current expenditure. 

Per capita expenditure NZ$ 84. 

Current expenditure including NZ$ 
NZ$ 
NZ$ 

258 700 administration (80%) 
10 000 environmental (3%) 
30 000 general hospitals, 

clinics (9%) 

1976/77 

690.5 
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Papua New Guinea 

Total Government Expenditure on Health and related activities 1n 
1976/77 was 39 271 716 kina. 

(85% Department of Health, 15% other Government departments) 

Department of Health Expenditure - 8% of total government expenditure. 

Per person expenditure Kl1.90 

Hospitals and urban health centres 
Rural health services 
Malaria control 
Policy/Administration 
Training 
Other health activities 

46.6% 
25.0% 
9.7% 
9.5% 
5.S% 
3.4% 

Increase in expenditure 1974-75 
to 1976-77 

10.4% in constant prices 

Samoa 

Total government Health Department 
expenditure expenditure 

(WS Sm) (WS Sm) 

1973 9.34 1.34 (14.4%) 
1974 11.69 1.37 (11.7%) 
1975 13.58 1.69 (12.4%) 
1976 16.S5 1.92 (11.4%) 
1977 19.44 2.76 (14.2%) 

Singapore 

Total expenditure of Ministry of Health 

1973 
1977 

S$ 102.57 m; 
S$ 177.54 m; 

Solomon Islands 

S5 46.94 per person 
S5 76.92 per person 

Per capita expenditure 
on health 

(WS S) 

8.9 
9.1 

11.2 
12.6 
lS.0 

1975-1977 11.9% total budget recurrent expenditure on health. 15% 
of capital budget on health (mainly malaria eradication). 

A$7.76 per capita expenditure on health. 

Of health budget, 63.6% wages; 11% headquarters, 36% central hospital, 
53% in council areas. 

Tonga 

1976 TS 750600 total health expenditure 

(11.2% of total national expenditure) 
TS 7.9 per person 
T$ 90557 allocated for public health services (12%) 
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Currencies 

A list of national units of currency and US dollar equivalents 
is given below. The rates are those that prevailed at 31 December 1977, 
the end of the period covered by the report. 

Units of currency Units of currency 
per US dollar per US dollar 

Country or area (December 1977) Country or area (December 1977) 

Afghanistan 44.50 afghanis Greece 36.00 drachmas 
Albania 4.10 new leks Guam 1.00 US dollar 
American Samoa 1.00 US dollar Guatemala 1.00 quetzal 
Argentina 590.00 pesos Honduras 2.00 lempiras 
Australia 0.89 dollar Hong Kong 4.65 dollars 
Austria 16.15 schillings Hungary 20.83 forints 
Bahamas 1.00 dollar Iceland 210.00 kroner 
Bahrain 0.395 dinars Indonesia 415.00 new rupiahs 
Bangladesh 15.00 takas Iran 70.35 ria :1..5 
Belgium 35.00 francs Iraq 0.295 dinar 
Bermuda 1.00 dollar Ireland 0.55 pound 
Bolivia 20.00 pesos Israel 15.15 pounds 
Botswana 0.828 pula Italy 880.00 lira 
Brazil 15.43 cruze1ros Japan 240.00 yen 
Bulgaria 0.972 leva Jordan 0.322 dinar 
Burma 7.34 kvats Kenya 8.17 shillings 
Canada 1.10 dollar Kuwait 0.284 dinar 
Cayman Is lands 0.833 dollar Liberia 1.00 dollar 
Central African Libyan Arab 

Republic 242.00 CFA francs Jamahiriva 0.296 dinar 
Chad 242.00 CFA francs Luxembourg 35.00 francs 
Chile 25.67 pesos Macao 5.00 patacas 
China 1.85 yuan Madagascar 242.00 FMG francs 
Colombia 37.37 pesos Malawi 0.88 kwacha 
Cook Islands 1.00 New Zealand Malaysia 2.37 ringgits 

dollar (formerly Malayan 
dollars) 

Costa Rica 8.57 colones Maldives 3.93 rupees 
Cuba 0.825 peso Mali 484.00 francs 
Cyprus 0.398 Malta 0.418 pound 
Czechoslovakia 11.24 korvnas Mauritania 4B.40 ouguiya 
Denmark 6.10 kroner Mauritius 6.60 rupees 
Dominican Republic 1.00 peso Mexico 22.64 peso 
Ecuador 26.00 sucres Monaco 4.B5 francs 
Egypt 0.70 pound Mongolia 3.26 tugriks 
Equatorial Guinea 69.50 ekuele Morocco 4.50 dirhams 
Ethiopia 2.0545 birr Netherlands 2.40 guilders 
Fiji 0.889 dollar New Caledonia 91.00 CFP francs 
Finland 4.13 markka New Hebrides B1.00 NH francs 
France 4.B5 francs New Zealand 1.00 dollar 
French Polynesia 89.77 CFP francs Nicaragua 7.00 cordobas 
Gambia 2.20 dalasis Niue 1.00 New Zealand 
German Democratic dollar 
Republic 2.25 marks Norway 5.42 kroner 

Ghana 1.15 cedis Oman 0.345 Oman riyal 
Gilbert Islands 0.89 Australian Panama 1.00 balboa 

dollar 
Germany, Federal 
Republic of 2.22 marks 
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Units of currency Units of currency 
per US dollar per US do llar 

Country or area (December 1977) Country or area (December 1977) 

Papua New Guinea 0.769 kina Tuvalu 0.89 Aus tra 1 ian $ 
Paraguay 126.00 guaranies Uganda 8.17 shillings 
Peru 115.00 soles Union of Soviet 
Poland 19.92 zlotys Socialist Republics 0.722 rouble 
Portugal 40.50 escudos United Arab Emirates 3.95 dirhams 
Romania 12.00 lei United Kingdom of . 
Rwanda 92.00 francs Great Britain and 
Samoa 0.80 tala Northern Ireland 0.55 pound 
Saudi Arabia 3.52 riyals United Republic of 
Senegal 242.00 CFA francs Cameroon 242.00 CFA francs 
Singapore 2.37 dollars United Republic 
Solomon Islands 0.903 dollar of Tanzania 8.17 shillings 
Sri Lanka 16.00 rupees United States of 
Suriname 1.77 guilders America 1.00 dollar 
Sweden 4.78 kroner Upper Volta 242.00 CFA fra~cs 
Switzerland 2.17 francs Venezuela 4.28 bolivares 
Syrian Arab Republic 3.90 pounds Viet Nam 3.78 dongs 
Thailand 20.15 bahts Wallis and Futuna 91.00 CFP francs 
Togo 242.00 CFA francs Yugoslavia 18.35 new dinars 
Tonga 0.9075 pa'anga Zaire 0.8& zaire 
Tunisia 0.423 dinar Zambia 0.78 kwacha 
Turkey 19.25 liras 
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COUNTRIES IN WHO WESTERN PACIFIC REGION 
(Information held in WPRO, as at May 1982) 

Health Budget/Expenditure 

Annex 13 

Health budget/Expenditure 

Number Country/Area Year Amount 

1 American Samoa 

2 Australia (total 1978-79 A$ 7 982 000 000 
Government) 

2a Australia 1978-79 A$ 4 946 000 000 

3 Brunei 1979 40 609 839 

4 China 

5 Cook Islands 
(Government) 

1978-79 NZ$ 1 413 200 

6 Democratic 
Kampuchea 

7 Fiji 1979 $ 16 183 370 

8 French Polynesia 1977 

9 Guam 1977 US$ 3 600 000 

10 Hong (Government) 1979-80 HK$l 038 624 769 

11 

12 

Japan 1975 

Kiribati (Govern- 1982 
ment budget) 

13 Lao People's 
Democratic Republic 

14 

15 

Macao 
(Government) 

1979 

Malaysia (Budget) 1981 

16 Nauru 

17 New Caledonia 
(Government) 

1980 

A$ 1 600 000 

Patacas 
17 565 124.70 

M$ 1 011 686 365 

CFP2 174 325 000 
Francs 

Per capita 

A$ 557 

A$ 345 

NZ$76.39 

US$ 198 

Y57 871 

63.3 

M$75.29 

As of % 
total 
budget 

7.9 (of GDP) 

9.6 

1. 9 of GDP 

3.6 

7.48 

13.46 
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Health budget/Expenditure 
As of % 

Number Country/Area Year Amount Per capita total 
budget 

18 New Zealand 1980 NZ$ 1 137 500 000 M$36l.3 12.1 
(Government) 

19 Niue (Government) 1977/78 NZ$ 402 428 

20 Papua New Guinea 1981 (E) Kina 64 809 000 Kina 19.77 9.3 
(Government) (includes Faculty of 

Medicine) 

21 Philippines 1978 ., 1 038 900 000 3.60 

22 Republic of Korea 1980 290 828 000 000 wons 5 
(Budget of 
Ministry of 
Health and Social 
Affairs) 

23 Samoa 1977 14.2 

24 Singapore 1981 S$ 386 400 000 
(Budget) 

25 Solomon Islands 1982 SI$ 2 281 000 
(Government 
budget) 

26 Tokelau (Govern- 1980-81 WS$ 119 600 9.35 
ment budget) 

27 Tonga 1980-81 T$ 1 493 524 T$15.27 12.6 of 
budget 

28 Trust Territory 1978 $ 7 760 100 
of the Pacific 
Islands 

29 Tuvalu (Govern- 1980 A$ 225 170 A$30.64 9.79 
ment budget) 

30 Vanuatu (Govern- 1981 FNH 280 019 000 
ment budget) 

31 Viet Nam 

32 Wallis and 
Futuna 
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THE ECONOMIC BASIS OF HEALTH PROGRAMMES 

The World Health Organization, Geneva, has assembled a draft manual, 
"The Economic Ba8i8 of Health Programmes" (Background Document No.4) which 
is designed to assist in the formulation of a health financial master plan, 
and to assemble and analyse data on total expenditure on health, their 
sources of finance, and the nature of the expenditure. The manual 
describe8 the use of this information to assist in policy formulation and 
analysis. 

The following pages provide further details of the contents of this 
draft manual. 

MAKING A FINANCIAL MASTER PLAN 

A manual for assembling and analysing past and planned future 
expenditure and sources of finance in the health sector of developing 
countries. 

Executive summary 

This manual sets out the main objectives of health policy, which are 
common to many developing countries and discusses how the health sector can 
be reoriented to respond in a more equitable way to the needs of the 
population. Methods of collecting data on expenditure and sources of 
finance for health services and health-related activity, public and 
private, are described in detail - where to find the relevant data and how 
to organize the information for policy analysis - to make a master plan for 
the use of all financial and material resources. 

The use of the results of all available studies providing information 
on utilization, coverage, cost/efficiency and cost effectiveness in the 
health sector is recommended. The definition, cost and financing of 
primary health care is dealt with in detail, in view of its high priority 
in health policies. 

Finally, the manual explains the uses of these data, both in policy 
formation and in projecting future expenditures on health and 
health-related activity and in finding viable and equitable sources of 
finance for the health sector. 

Sets of tables are provided for illustrative purposes which could be 
used as an analytical framework for national master plans. The tables 
should be sources of information for planners and health services 
researchers in their daily work. The summary tables are devised for the 
use of policy makers. 
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INTERNATIONAL COLLABORATION - THE INTERNATIONAL FLOW OF FUNDS 
FOR HEALTH PURPOSES, AND THE ROLE OF WHO 

by: Mr E.E. Uhde 

1. In 1979, the Global Flow of Official Development Assistance was 
estimated to be US$33.4 billion. It is estimated that only US$3.5 billion 
(about 11%) was for health. Since no formal reporting system exists, and 
recognizing the difficulties in measuring health expenditures, it is not 
possible to determine these figures with any real degree of accuracy. 

2. The estimated world expenditures on health falls woefully short of 
requirements, by as much as an estimated US$50 billion. The 
Director-General of the World Health Organization has estimated that if the 
countries themselves could find 80% of this shortfall, (us$40 billionr-the 
remaining 20%, (US$lO billion) could be transferred to them through 
official development assistance. This would be about three times the 
present level of international transfers for health. 

3. General development policies (including health) of donor governments 
or agencies differ with the political and economic views of each government 
or agency, but the basic needs of a country, being food, water, shelter, 
health care and education form the usual foundation for any form of 
development assistance. 

4. Of course, developing countries have their Own policies for 
development and priority setting, which also differ with the political and 
economic views of each government. 

5. Regarding WHO's involvement, it is its constitutional mandate to act 
as the directing and coordinating authority on international health work. 
WHO is the only major bilateral or multilateral agency which has an 
exclusively health-oriented mandate. WHO's principal role is to: 

(a) facilitate a more rational internal transfer of resources for 
health; 

(b) stimulate action with respect to the mobilization of resources 
towards the achievement of health for all by the year 2000; 

(c) establish effective mechanisms for channelling support to its 
Member States; 

6. WHO's global biennial resources during the period 1978-1983 have been 
steadily increasing in monetary terms, but the increases have been much 
less when looked at in real terms. 
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7. 

On a biennial (two-year) basis, the amounts have been (in 

1978/79 
(Actual) 

(000) 

Regular 352 000 

Other (includes 358 000 
WPRO and IARC) 

Totals 710 000 
======= 

WHO funds in 1980/81 came from the 

(a) Member countries 

(b) Multilateral organi~ations 
(e.g. other UN organizations) 

1980/81 1982/83 
(Actual) (Estimated) 

(000) (000) 

407 000 485 000 

423 000 430 000 

830 000 915 000 
===--===-:= ======= 

following sources: 

US$670 million 

90 million 

(c) Non-governmental organizations) 
and voluntary organizations ) 
(of which there are estimated ) 
to be 3000 ) 

70 million 

Private sources 

Total US$830 million 

US$): 

1984/85 
(Estimated) 

(000) 

Close to a 
billion dollars 

% 

80 

11 

9 

100 

8. These 1980/81 WHO resources were basically utilized for the following 
major teChnical activities: 

(a) communicable disease prevention and control (US$199 million); 
(b) family health (US$81 million); 
(c) health services development (US$68 million); 
(d) health manpower development (US$65 million); 
(e) promotion of environmental health (US$48 million); 
(f) health information (US$44 million) 
(g) country health programming (US$18 million); 
(h) non-communicable diseases (US$12 million); 
(i) prophylactic, diagnostic and therapeutic substances (U8$10 million). 
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9. In the WHO Western Pacific Region, the biennial resources available 
are: 

1978/79 1980/81 1982/83 1984/85 
(Actual) (Actual) (Estimated) (Estimated) 

(000) (000) (000) (000) 

Regular 27 170 33 965 39 050 

Other 8 260 20 180 20 000 
WPRO and IARC) 

Totals 35 430 54 145 59 050 65 million 
====== =====:::11= ====== ========== 

Rounded 35 million 54 million 59 million 65 million 
=_.==--=== =ZI=a====== ==-======== ===_====-111= 

10. These resources were used for the following major activities and 
programmes in the Western Pacific Region in 1980/81: 

(a) communicable disease prevention and control 
(b) health manpower development 
(c) health services development 
(d) family health 
(e) promotion of environmental health 
(f) general programme development 
(g) prophylactic, diagnostic and therapeutic substances 
(h) health information 
(i) other non-communicable diseases 

us$ (000) 

13 000 
8 000 
7 000 
7 000 
5 000 
4 000 
2 000 
1 000 
1 000 

11. Even though the trend of resource mobilization has been increasing, it 
was realized that a much larger effort was required. Consequently, s 
health resource group for primary health care was established in 1980 to 
provide an independent forum for consultations and to propose solutions for 
health resource problems to its constituent members. It has been 
established to support the countries in assessing their health resources 
situation and resources trends. WHO is a member of this group. A recent 
studyl has been made of donor policies, programmes and perspectives in 
support of health for all by the year 2000. The group's main efforts will 
be particularly to: 

(a) foster actions by donor agencies and governments to give high 
priority to the development of primary health care activities Ul 

the attainment of health for all; 

(b) facilitate the achievement of better matching of resources to 
needs between countries and agencies; 

leA New Look at Development Cooperation for Health. (Lee Howard) 
A Study of Official Donor Policies, Programmes, and Perspectives in support 
of Health for All by the Year 2000. WHO Geneva 1981). 



- 122 -

Annex 15 

(c) promote the critical review and dissemination of selected aspects 
of information, relevant to the objectives, collected by WHO and 
other organizations; 

(d) identify constraints relating to external funding for the 
attainment of health for all and to propose or develop ways to 
overcome them; 

(e) encourage and support governmental and non-governmental sectors, 
with a view to minimizing the duplication of effort and 
maximizing substantive collaboration in planning and aChieving 
health development; 

(f) establish guidelines for and oversee the use of the primary 
health care initiative fund. 

The health resources troup has established the primary health care 
initiative fund for wbich500 000 has been made available as seed money to 
promote primary health care by the year 2000, principally at the country 
level. It is expected that this fund will grow significantly in the coming 
years. 

It should also be noted that the Regional Director of WPR is 
continually exploring the availability of extrabudgetary resources for use 
within the Region. 
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POSSIBLE COMPONENTS OF A REGIONAL ACTION PROGRAMME 
ON ECONOMIC ASPECTS OF THE HEALTH FOR ALL.BY THE YEAR 2000 STRATEGY 

by Dr E.P. Mach 

National action 

Element 1: Analyses, studies (national and local) composed of: 

(a) Projections of future planned expenditures and their 
expected sources of funding ("Master Financial Plan for 
health for all by the year 2000"); for this purpose the 
following are necessary; 

(b) Data collection on health sector 
of the WHO-Manual on Financing. 
types of analysis needed and the 

expenditure. Possible use 
(As a guideline for the 
methodology to be used); 

(c) Information on the financing mechanisms (sources of 
financing, flow of funds, decision making), 
cost/effectiveness studies dealing with selected major 
programmes; 

(d) Interpretation of financing and other data in relationship 
with health policy objectives; 

(e) Conclusions and recommendations for allocative and 
corrective action. 

Element II: Continuous monitoring of the implementation of the 
Master Plan, using the results as one of the more 
important indicators. Production of periodic progress 
reports. 

Element Ill: Inclusion of the research activities under I and II in 
the work of the National Network of Health Development, 
i.e. Planning and Research Units of Ministries of 
Health, Ministries of Economic Development, Finance or 
their equivalents; Research Institutes (public and 
private); Non-governmental organizations; individual 
researchers. 

Element IV: Training. The activities under I - III require skilled 
personnel. A wide range of training activities can be 
considered, subject to the situation and requirements of 
the country: 

circulation of relevant guidelines, manuals, 
publications. 

on-the-job training of qualified staff, already in 
position; 
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short national courses (of 2-3 weeks duration) for 
planners, statisticians, economists, budget officers 
of the institutions mentioned under III. 

training of selected key personnel in preferably 
national training centres (universities, institutes) 
with attention in their curricula to the problems of 
health sector finance and health economics. 

training abroad (rather exceptionally). 

continuous work on training materials by the 
institutions mentioned under III. 

Member countries should be committed to the improvement 
and better use of existing expertise in carrying out the 
types of analyses described above, to assist in informed 
policy formulation and decision making. They should 
also be committed to increasing the number of people 
with such expertise. 

Possible role for WHO (in some cases together with other international 
organizations). 

Within the overall activity related to planning and management, and in 
particular in relation to health for all by the year 2000 and primary 
health care efforts, WHO could assist with; 

Nstional analyses - promote and (on request) assist with case studies, 
national analyses, surveys of health expenditure, sources of financing, 
mechanisms and studies of effectiveness of the health sector or national, 
sub-national or local health programmes; this assistance could encompass 
provision of internationally available manuals, guidelines, case studies, 
qualified consultants, creation of opportunities for exchange of ideas and 
experiences with other national or international experts; as a first step, 
WHO could assist in identifying the needs and existing resources in the 
subject area; assist in the monitoring of progress towards health for all 
by the year 2000 goals in their respective areas of expertise; such reports 
could be included in Regional Progress Reports; 

Research - promote and assist relevant research by providing 
scientific and technical publications, information on related research 
objectives and methods on request; provide technical and financial (seed 
money) support; assist researchers in communication of their findings and 
proposals to planners and decision makers and other researchers; 
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Training - assist technically and (subject to availability of funds) 
financially with staff and curricula for national training courses; 

contribute to the selection and strengthening of national 
or regional training centres, where health financing and 
health economics are being studied (curricula, temporary 
advisers, funding, feedback and comments in relation to 
national materials). 

periodic publication of sets of national case studies. 

The special needs of the various member countries in the Western 
Pacific Region requires particular attention, both at the national level 
and in considering international collaborative work. 
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SUMMARY OF PARTICIPANTS' COMMENTS ON FUTURE ACTION 

Mr SOng Kianzhong (China) 

The principles and approaches of this seminar are very important: 
they will be studied, and many of them implemented in China. 

Information on methods of health financing from other countries are 
very useful. China needs to improve some of its methods of financing 
health care. 

It was recognized that China needs to produce more data on its health 
system. It was hoped that WHO could be involved in studies to strengthen 
support for health project funding. These studies would need to be 
undertaken in consultation with other Chinese government agencies. 

China regards training as very important. It appreciates WHO's past 
assistance in this. Seminars and training courses enable China to expand 
its technical capacity. It is hoped that more such meetings on financing 
of health will be conducted by WHO. 

Dr Nobumichi Sakai (Japan) 

The most significant problem for Japan in relation to health for all 
by the year 2000 is the aging of the population. and the health problems 
that will follow this many traditional health status indicators (such as 
crude death rate) have lost their sensitivity. New indicators such as life 
expectancy at age 50 and 60. the proportion of the population that is 
disabled. and the number of days affected by illness. need to be used. 

There is a need to attack the problem of aging and degenerative 
disease. through such areas as promotion of active health and 
rehabilitation. 

Costs of health care are increasing in Japan. and the aging of the 
population will tend to accelerate this. It may be necessary to modify the 
existing health insurance arrangements. Promotion of active health will. 
it is hoped. lessen the costs of curative care. 

Mr Ainul Adnan bin Abdul Rahman (Malaysia) 

Reallocation of resources needs to be looked at. not only by health 
managers. but also by central agencies (such as the Treasury, the Economic 
Planning Unit. the Implementation and Coordination Unit). 

Greater attention to health engineering could provide substantial 
benefits. particularly in relation to water supplies. 

Questions of reallocation of resources. whether the cost of patient 
care can be reduced. and who should bear the cost of health services also 
require attention. 
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Mr Andrew Smith (New Zealand) 

There was a need for WHO to prepare, or assist in the preparation of 
practicable long-term aims, and strategies for each country in the region. 
From this, quantified expected performance measures could be prepared. 
These programme proposals need to be specific. 

Each country should then prepare estimates of programme costs. WHO 
may need to provide assistance to do this. 

Some countries may be reluctant to extend existing primary health care 
programmes, because they are unsure of the likely impact and cost. WHO 
needs to assist in this area, by encouraging and assisting countries to 
prepare specific detailed plans. 

WHO will have a role in training, preparation of case studies, 
providing general technical assistance and ensuring that countries prepare 
cost and performance information in appropriate ways. However, at this 
stage, WHO has more work to do in explaining to member countries what 
precisely constitutes primary health care, and how it can be implemented or 
extended. 

Mr John Changi (Papua New Guinea) 

There is a need for a strong central planning mechanism. Data are 
needed on all aspects of health services, and not only on health 
expenditure - there are considerable health data deficiencies. Information 
is difficult to obtain and difficult to use. This might be alleviated by 
the development of a stronger planning and research capacity in the health 
department. 

There is a need for greater use of the primary health care approach, 
and a more equitable distribution of resources. 

Dr Felicito Aniceto (Philippines) 

The major needs of the Philippines were identified as follows, in 
order to achieve health for all by the year 2000: 

improved managerial processes for health development through 
primary health care; 

health manpower development at all levels; 

health system development, to improve effectiveness 

development of a mechanism for inter- and intra-sectoral 
cooperation; 

development of appropriate health technology and research. 
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Some environmental factors which may affect these needs include rapid 
population growth, inflation, inadequate shelter, and persistent health 
problems, including the resurgence of communicable diseases and the 
increasing prevalence of chronic diseases. These factors are evident in 
the declining value of development and operational budgets, the high cost 
of developing and maintaining secondary, tertiary and supportive health 
care systems, the high cost of drugs, medical supplies and skilled health 
manpower. It is being found difficult to extend the coverage of the health 
services. 

The Philippines intends to measure progress in health through 
indicators of health resource allocation (e.g. between regions, between 
types of services); socioeconomic indicators; indicators of primary health 
care coverage; and impact indicators, such as selected mortality rates, 
life expectancy, disease specific morbidity and mortality, and nutr1t10n 
status. Programmes and strategies that need to be implemented include: 

social preparation of communities for primary health care; 

development and use of community resources 

intrasectoral and intersectoral linkages 

development of support mechanisms, including humsn resource 
development, integration of hospitals with rural health services, 
planning, supervision, a health information system which will 
produce primary health care indicators, and more research. 

The factors listed above need to be taken into account in estimating 
the cost of primary health care. Assistance that will be needed includes 
technical assistance in the development of logistics, human resources, 
technology and health care financing. Foreign aid will also be required, 
and assistance is being received at present. 

It is expected that there will be a reallocation of funds towards 
primary health care programmes. There will need to be containment of 
capital outlay for constructing new hospitals. The private sector's 
contribution to primary health care needs to be identified and used. A 
health insurance system to help pay for primary health care services might 
also be appropriate. 

Mrs Fleurde Lys Torres (Philippines) 

The continuing collaboration with WHO was beneficial, and would need 
to continue. There was a need for improved managerial processes. 
Reallocation of funds would require evaluation and impact assessment. The 
Philippines would appreciate technical assistance in measuring the impact 
of programmes. 

The Philippines has started to develop a mechanism for inter and 
intrasectoral collaboration. Assistance from WHO will be needed, both in 
terms of information and technical advice. The Philippines would also be 
seeking advice in relation to measurement of. progress through health, 
social and economic indicators. 
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Dr Chong Kee Park (Republic of Korea) 

In Korea, there is concern about equity in the health system. There 
has been substantial economic development in Korea, but relatively little 
development in health. Questions of how health resources are being 
distributed, and whether those in real need are getting the services they 
require, need to be raised. There needs to be a correction of the 
maldistribution that exists. 

There also needs to be greater attention given to efficiency, to 
health promotion and to early detection of disease. 

Cost projections of Korea's health system to 1985 have been prepared, 
in terms of target populations and capital, recurrent and training costs. 

Korea has gathered a lot of data relating to health and primary health 
care. It may be useful for there to be an exchange of this type of 
information with other countries in the region who are undertaking similar 
initiatives. WHO could usefully provide a forum for such information 
exchange. 
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