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REGIONAL PLAN OF ACTION FOR HEALTH CARE FINANCING
AND MOBILIZATION OF RESOURCES

The structural adjustments that countries undertook in response to
high burden of debt and economic slow down have in most cases adversely
affected investments in national health infrastructure. The relentless
curb on public sector expenditure in general and in social sectors
including health in particular, has sharply widened the gap between
resources needed and resources actually available even to maintain the
current level of health service operations. As policy makers and pro-
gramme  managers are concerned with this problem, the issue of making the
most efficient and effective use of resources has become important and
urgent.

As one of a series of WHO sponsored activities on health economics
at the country, inter-country and global levels, a seminar on health
economics and health care financing was conducted in Indonesia in Febru-
ary '89 based on Indonesian experience. A number of country level activ-
ities followed. The 42nd session of the Regional Committee had requested
WHO support to improve national capabilities in financial planning and
management.

The 8th Meeting of Ministers of Health in 1989 arrived at an
important conclusion that health sector should acquire and develop'
capacities to make economic analysis of various alternatives for re-
structuring the health services and its financing taking into account
the realistic prospects of resources.

Thus, sufficiently conducive conditions existed for building upon
already existing institutional capacities and mechanisms as well as
creating new strengths. The Regional Director subsequently convened an
Inter-country consultation on Health Economics from 8-12 October '90.
Experts in the field of health economics from seven countries of the
Region participated. The meeting reviewed in detail, the important
current issues in resource allocation, financing, and mobilization; and
concluded with the outline and contents of a regional programme of
action that could be implemented in the short term. Please see Annex 1
for the document "Regional Programme of Action in Health Economics". The
programme of action includes activities under several major sections:
Research and development, human resource, information support, institu-
tional strengthening, and networking.

The WHO representatives are invited to consider the programme of
action for SEAR, in all its aspects, and indicate what type of activ-
ities would be of relevance and priority in the respective countries.
Additionally, WHO representatives may also indicate what type of support
might be needed from the Regional Office and WHO Headquarters.
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IOUL PRO-E  OF ACTION'IN  HEALTH ED

1. BACKGROUND

The developments of late seventies resulting in Alma Ata
declaration and primary health care as main approach to
achieve the goal of Health for All by the year 2000
necessitated undertaking large scale reorientations of
existing health systems (structural and functional.) on the one
hand and reinforcing/augmenting the financial resources for
undertaking changes on the other hand. Such tasks often also
hinged around improving efficiencies of the existing systems
by avoiding wastages and promoting utilization of the existing
systems. Economic input into planning and management
processes within the framework of these newer developments
have always been considered to be utmost significance.

The Consultation on Health Economics has reviewed the
developments of health economics in the countries of the
region since early seventies. The need to give a push to
these developments in the context of newer developments
related to HFA/PHC, and the environment in which health
systems are now operating have been the guiding factors for
deliberations in this Consultation. The discussions have
brought out important leads in various areas upon which
activities need to be initiated/strengthened in the countries
as well as at regional levels. These activities to begin with

. require . .essentially a scientific. a-s of. sm*stw at Preseti .

A brief summary of various items discussed for
consideration for preparation of the regional plan of action
is given below:

2 . PCOWIC SXI.!AXION  IN SF.AR C(WWLLES

Countries in the region are facing serious economic
problems as the result of the global economic crisis and the
present gulf situation has again assumed a threatening
situation. The recession has led to Member States adopting
adjustment policies in order to maintain a reasonable balance
between economic growth and social development. _-

The economic performance of the countries have be-en
varied with Thailand enjoying unprecedented growth while
Bangladesh, Nepal, Sri Lanka and Myanmar have not been able to
progress very far. (See Table 1).
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Table 1 Estimates of real GDP growth rate,
1979-89 and per capita GNP, 1988 of
selected SEAR countries

Country
P Growth Rate (%I Per Capita

Annual Average 1 9 8 7  1 9 8 8 1989 in (US$)
(1979-1986)

Indonesia

Thailand

Bangladesh

India

Maldives

Myanmar

Nepal

Sri Lanka

5.6 4.8 5.7 6.5 430

8.4 12.0

3.8 4.1 2.7

10.8

2.4

1000

4.4 4.4 9.5 4.5 300

8.6" 13.9 8.7 9.3 410

4.6 - 4.2 0.2 3.4 280

3.7 2.6 9.7 1.5 170

1.6 2.8 2.0 420

* staff estimates

Source: ADB, Report, 1989
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Inflationary pressures have also been very high
especially in Myanmar, Sri Lanka and India (See Table 2).

Table 2: Changes in Consumer Prices of Selected
SEAR countries, 1987-1989

Country 1989

Indonesia 10.8 4.9 6.0

Thailand 2.6 3.7 5.8

Bangladesh 9.5 9.4 8.0

India* 8.8 9.1 10.0**

Myanmar 23.9 16.9 70*0**

Nepal 9.0 9.1 10.1

Sri Lanka 7.7 14.0 11.6

* Data refer to average of all cities.
** Staff estimates

Sources: ADB Report, 1989.
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The share of GNP devoted to health expenditure varies
among different countries with some countries registering 1.3%
(Mongolia, Thailand and Sri Lanka) while Bangladesh is using
only 0.6% of the GNP for the health sector (Table 3).

Table 3: Health Expenditures in selected SEAR Countries

Country

Bhutan

Nepal

Bangladesh

India

Myanmar

Indonesia

Mongolia

Thailand

DPR Korea

Sri Lanka

GNP per capita
((US$)
1987

150

160

160

300

200

450

850'

400

Health expenditure
0 f GNP)

1960 1986

0.2 0.9

0.6

0.5 0.9

0.7 1.0

0.3 0.7

1.3

0.4 1.3

0.5 1.0

2.0 1.3



At the same time, it should be pointed out that the
majority of the national health expenditure is borne by
private households (See box for an illustrative example in
Myanmar).

Estimated national health expenditure by
sources in Myanmar in 1989-1990

Sources Amount
(million Kyats) Percentage

------------,---------,-------------------------------------- ----

1. Government*

(a) Ministry of Health 831.90 32.5

(b) Other ministries 17.00 0.7

2 . Social Security 23.85 0.9

3 . Community contribution 42.00 1.6

4 . Private household health** 1646.00 64.3
expenditure

* estimated foreign aid Kyats 55.8 million is included.
** estimates of health expenditure through cooperative

clinics, 102 million Kyats is included.

Source: Ministry of Health, Myanmar.
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3 . S IN -ECONOMICS

Following the global and inter-regional initiatives in
mid sixties, concerted efforts had been undertaken in
orienting existing health manpower in the countries of the
region, in national health planning through creating
capacities for such orientation at regional level. Following
the regional courses organized at Asian Institute for Economic
Development and Planning (AIEDP) Bangkok in collaboration with
National Institute of Health Administration and Education at
Delhi (NIHAE), the courses in health planning and management
Were conducted at national levels. Incorporating health
economic component in training efforts both at regional and
country levels and initiating studies in health economics had
been made possible through having a health economist in the
team undertaking these efforts. A full time position of
health economist was also available in SEAR0 for some time in
late seventies, These efforts aimed at building a critical
mass of health planners in the countries had also led to
inculcation of economic approach in planning and management of
health services on the one hand and initiation of specific
studies in the area of health economics in the countries on
the other hand. Specific efforts in orienting policy makers,

administrators and trainers in health economic were also
undertaken in the countries through WHO country funds and at
least in two countries such efforts have led to
institutionalization of training and research efforts. A

meeting in 1979 on financing of primary health care and an
intercountry  seminar on financial planning for health for all
by the year 2000 held at SEAR0 have given further boost to the
health economic activities in the countries of the Region.
The forty second session of the Regional Committee of SEAR has
requested the Regional Director to assist Member States in
improving their national capabilities in financial planning
and management as well as economic analysis of health
strategies. The environment is thus favorable for building on
already existing institutional capacities and mechanisms and
creating new capacities in other situations.

4. OF ACTION FOR SF&&

4.1 3

Research and development in health economics will provide
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Two broad areas of research. have been identified, i.e.
one dealing with policy and strategic issues and the second
,with  management and implementation of health programmes (See
box for macro policies in health in Mongolia).

RESTRUCTURING OF HEALTH SERVICES AND THE ROLE OF HEALTH
ECONOMICS: NEW APPROACHES IN MONGOLIA

Mongolia is in the process of fundamental restructuring
of the socio-political and economic system towards a
market-oriented system. In this context, a number of
changes have been introduced.
. Establishment of a budget accounting system
. Setting up of Medical Cooperatives
. Introducing user charges
* Changing financial planning system
. Establishment of health insurance system.

In the first category are the policy and strategic issues
relating to the following:

. The balance between the public and private sector in
health care delivery and its attendant impact on
utilization, costs, equity, etc.

The relationship of health and economic development.
. The intra- and intersectoral linkages in health and

health related sectors,
. Assessment of various financing schemes and their

impact on equity, costs, utilization etc.

(See boxes for example of financing schemes introduced in
some selected countries of the region).
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Thailand has extensive experience in mobilization of
community resources for rural health development. The
emphasis of community financing is not meant primarily
for getting financial support for health services, but to
be a tool for community development. The situation of
the four major community financing schemes are shown in
the table.

. . .Table: 2Frnrmclna.d  - 1981.

Funds Number Coverage Average Total
of village revolving Fund

(%I fund (Baht) (M1.Bah-t)
----T---------------_____________c______----------------------

Village Drug 27,135 45.50 1,000 27.14
Cooperatives

Sanitation
Funds

20,643 34.73 6,000 123.86

Nutrition
Funds

25,450 42.82 3,000 76.35

,Health Care
Funds

19,030 30.01 9,031 182.99

-----__---____--____--------------_--__-----------------------
.

TOTAL 410.34
,--,,,,--------------------------------------------,-----------

Source: Health Planning Division, Ministry of Public
Health.



. This scheme was initiated jointly by Nepal and WHO
in 12 Health. Posts of the six fully integrated
districts. .It now covers 82 Health Posts. A
special grant from WHO of Rs. 80,000.- for each
Health Post ips provided of which Rs. 20,000.- is
used to purchase the essential drugs. The balance
is placed in% fixed deposit to.generate  interest.

l The scheme levies Rs. 2,- per patient per
prescription;.:. This income together with the income
from the fixed deposit is used to replenish drugs.

c. Income generated exceeded the costs of drugs
purchased and on an average was 1.5 times the cost
of the drugs purchased by the health post.

KM CWCE OF lilW,.TH GAB,LUUNTEm
FOR  THE CONMUNIITY)  UEAJJTB  INSURANCE

P R O -  IN INDOItESi,Ax
:* $*  /

The programme is designed 'to ensure the health care
provider's stake in maintaining the participant's
Vwellness" and in controlling health care costs.

l Implementation of the JPKM principles and programme
are being realized in four principal areas which
'reflect the present mix of public and private sector
"health insurance" activities: Perum Husada Bhakti,
PKTK, Dana Sehat and private indemnity programmes.

. Perum Husada Bhakti also known as PHB is a
compulsory health insurance scheme providing
comprehensive health cost coverage to 16 million
active and national civil service employees and
their dependents.

* PKTK (Workers Health Care Maintenance) is a private
sector analog of PHB, providing workmen's
compensation insurance to private sector employees
and their dependents.

. The Dana Sehat are village-level health care
financing schemes that insures members against the
cost of PHC services.

. A number of attempts have been made for private
sector health insurance and the Ministry of Health
have provided the necessary support.
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location and utilization in. Patterns of resource al
the health sector.

. Demand for health care
e Economic effects of privatization
. Health care pricing.

In the second category, a number of studies dealing with
management and implementation of health programmes has been
identified. These are:

. Economic evaluation of selected health
interventions.

l Factors contributing to sustainability of health
programmes.

. Unit cost analysis

. Economic studies relating to drugs
l Economics of human resources for health,
. Budgetary and financial management procedures in the

health sector.

These studies can be carried. out either at the country
,level  or as joint research activities between two or more
'countries can be initiated.

The research and development efforts in health economics
have almost the same potentialities and limitations in its
initiation and continuation in the countries as have been with
Health Systems Research, Recognizing the fact that
inculcation of economic approach in planning and management is

.-the most crucial element, for health services development, it
is but logical that health economic research and development
effort will have more potentiality if it is conceived and
furthered up as an integral part of health systems research.

4.2 ~u~llan  resource develoPrment

(i) Inculcation of economic approach to planning and
management functions in health services is .an important
component in health manpower development process. Such an
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approach requires an intense interaction between economists
and health specialists. The demands of health system on the
one hand requires inculcation of such an approach in health
workers at all levels and on the other hand requires
developing a critical mass of formally trained health
economists to play an advisory and catalytic role in the
health system. There seems to be a potentiality for
development of health economics as a discipline providing over
a period 'of time opportunities for career development of
health ,economists. For this emerging activity, measures need

"to be taken in short and long-term perspectives a,nd  will
* 'involve activities which need to be taken at country as well

as regional levels.

4 .OllCY Ma

Broadly the policy makers consisting of personnel in
health, planning, finance and related ministries will need to
be oriented/sensitized through specialized efforts organized
at regional/intercountry level. Realizing that at least in
some countries, national level institutional capacities have
developed over a period of time, it would be desirable to

b u i l d upon such capacities through their appropriate
strengthening as it would be more cost effective. Such
capacities, however, may be supported by utilization of
regional facilities, if available. One essential prerequisite
for such sensitization would be development of case studies
and other relevant training materials based on which policy
makers can consider positive and negative consequences of
certain policy options. Periodic. meetings and study tours to
observe successful experiences and ongoing innovative
experiments in other countries will also help in exchange of

experiences leading to reinforcement of sensitization already
envisaged in above-mentioned steps.

b) TOb

The top level health managers at national as well as
provincial levels in large countries need to be sensitized to
economic approach in planning and management and also to
develop deeper understanding on the use of tools and
techniques of economic analysis. For this purpose, therefore,
there is a need to organize specific courses in health
economics in institutions of national importance or centres of
excellence under international aegis. These might include
public health schools, institutes of economics or university
departments of economics, etc. From time to time, refresher
workshops for this category specially on the themes of
emerging economic issues and approaches such as privatization
and mechanisms of financing such as health insurance and
community financing would be needed. Fellowships and study
tours to observe the newer developments in other situations
would be an essential input in sensitization of this category.



12

c) M i d d l e  l o w e r  level.manaaers

This category needs knowledge as well as skills in tools
and techniques of not only economic analysis but also in
financial management as in many countries at the level of
district level and below, the managerial function has a
significant component of financial 'management. Such
orientation in the form of courses at initial stages and
refresher workshops at varying periods' can be undertaken as
country level activities in institutions within the countr.ies.
Both short term and long term fellowships can be useful for
them.

d) Trainers andResearchers

Trainers and researchers in medical schools, institutions
and universities etc. need to develop deeper insight into the
application of economic principles in health services planning
and management. The economists as well as health
professionals who wish to develop in the area of health
economics need going through specialized courses in health
economics available in the countries, regional level or
outside the region. In addition, from time to time they need
to have opportunities for learning from each other and for
this purpose workshops and seminars etc. would be an important
medium..

. . . . . .(ii) mve list of actlvia for development of
manpower is given below:-

1. Formal courses in health economics.

2. Specific training in health economics for managers
at all levels.

3. Incorporation of health economics as a subject in
basic as well as inservice courses for health
services personnel at all levels.

4. Orientation in health economics in general and
specific issues like health insurance, community
financing, privatization, user charges, etc.
emerging from time to time for various categories of
personnel.

5. Orientation in financial management for middle and
lower level officers.

6. Orientation/sensitization in macroeconomic policies
in health for policy makers.



.
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7. Orientation in economic evaluation of health
programmes.

8 . Orientation/sensitization in policy analysis and
planning.

9. Training of trainers for using case studies.

These activities will be organized primarily in the
countries either as courses or workshops or seminars.
However, there is a place fo,r undertaking some of these as
intercountry activities.

.iii) TrainingMater&

These are essential prerequisites for increasing the
effectiveness of training activities. Hence it is essential
that development, production and dissemination of training
materials is undertaken on priority basis in the countries.
Further production and dissemination within the countries as
well as exchange with other countries, external support (both
technical and financial) will be necessary. Development of
case studies as well as training of trainers for use of case
studies is an important activity particularly for activities
related to sensitization of policy makers,

. .v) Fe-

Observation of experiments and innovations in the country
and outside provide good opportunities for manpower
development. For this purpose as well as attending specific
training courses/workshops/seminars etc. intercountry,
regional and extraregional fellowships would be essential.

The type of fellowship required would be

A) To observe specific experiments/innovations within
and outside the country

B) For attending courses and workshops

a) Regional
b) Extra regional

Within the health system there exists many types of data
and information related to the broad area of health economics.
In providing information support for decision-making, the use
of existing information should be the focus. Existing data
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should be collated and analyzed through the perspective of
health economics. In Member States, health financing and
expenditure surveys should be conducted on a routine basis.

Two major activities have been identified to be carried
out at the national level.

These are:

(i) Publications in health economics and health
financing, and

(ii) Development of economic information data base
related to health systems management.

At the regional level, the following activities should be
undertaken:

(i) Dissemination of publications on experiences/
research reports on health economics and health
financing, and

(ii) Exchange of information regarding the activities of
Member States in health economics and health
financing.

.4.4 mtitutiod  SB

Inculcation of economic approach in health services
planning and management down the hierarchy of administrative
set up in the countries is most useful activity from long-term
perspective. However, it is necessary that even for this
effort to be meaningful, there is absolute necessity for
identifying national institutions which over a period of time
have developed reasonable capabilities to be labelled as
"centres of excellence". Such institutions to be even more
productive and assume a leadership role in the countries need
to be strengthened with

a) provision of training aids and kits

b) funds for supply of books and publications

c) Block research grants; and

d) exchange of faculty members

In addition, there is a need for
establishment/strengthening of units for policy analysis and
planning in the Ministries of health which should draw upon
the relevant expertise from Ministries of planning and finance
etc.



15

.4.5. &IetwQ&,lng

It is a recognized phenomenon that no single individual,
institution/agency or a country has all the expertise and
resources to tackle the needs for manpower development,
research and other activities in relation to the emerging
discipline of health economics.

One needs to identify individual and institutions which
have already developed some kind of ,expertise, have the
potential to do so, and also have a demonstrated or potential
commitment. Such networks have been initiated in recent years
in some countries and these are of informal nature, building
upon strengths of individuals and institutions, Development
of training activities and materials in health management in
one of the SEAR countries is a good example of the
potentiality of this mechanism. Of course, in such efforts,
one of the institutions will be required to be identified to
'kundertake  a lead but supportive role.

For development of such networking, one needs:

i) to identify interested and competent individuals and
institutions

ii) identify lead institutions

iii) constitute health economics groups and network in
the countries, and

iv) develop. regional network.

Production and dissemination of training materials,
' bringing out publications and newsletters and devising
,mechanisms  for exchange visits could be important activities
of national networks. Such networks for their development and
continued functioning do require seed money from external
resources.

The regional network should support the activities,
institutional framework and network at national level. More
particularly it should provide opportunities for capabilities
in the region to be exploited fully for development of health
economics through exchange programme and dissemination of
materials and other developments related to health economics.

.4.6 StreB of SE=

In view of the growing importance of the health economics
and its potentiality to develop in terms of an academic
discipline in future, as well as its utility in development of
programmes in the region, there is a need to a) strengthen the
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set-up in SEAR0 through recruitment of an health economist; b)
provide opportunities for country based WHO staff for
sensitization in economic dimension of health programmes and
c) provide opportunities to WRs to interact and participate in
the country activities in health economics. Besides this
there is a need for constituting an advisory committee on
health economics. These mechanisms will accelerate the
development of health economics in the countries of the
Region.

The areas for action outlined above will strengthen the
regional and country level actions in health economics. It is
hoped that this regional programme of action will provide the
vehicle for consultation and dialogue with Member States, and
multilateral and bilateral agencies. WHO SEAR0 needs to put
in efforts to attract extrabudgetary resources to augment the
existing resources.


