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1. INTRODUCTION 

Technical Discussions on "Alternative Financing of Health &re' were held on 14 September 1995 under the 
Chairmanship of Dr Abdullah Waheed, DirectorGeneral of Health Services, Ministry of Health, Maldives. 
Dr Dadi S. Arphredja, Chief, Bureau of Pknning. Ministry of Health, Indonesis wss elected Rapporteur. Thc 
agenda d annotated agenda, ss npprwed by the Regional Committee (SWVRC4819 and Add.1) and the working 
paper for the T d c a l  Discussions (SEAIRC48114) formed the basis for the diussions 

1.1 Opening Remarks by the  Chairman 

In his opening d r e s s ,  the Chairman highlighted the importance of selecting this technical subject, which 
w timely. He said that all were aware of the resource constraints and the fact that public sector expenditure 
on health had not bpn impressive during the past decades. He indicated that economic adjustment programmes 
had, in some apses, adversely affected health development; the hope that peace wu ld  pay dividends had 
ewporated; and that even though the cold war had ended, regional conflicts had emerged and drained a lot 
of natiwal rasources. The health scenario w not so bad and many countries were passing thmugh an 
epidemiological transition period and were still struggling with the major buden of communicable diseases 
The cost of dealing with these problems was rising day-byday, and the situation had been further aggravated 
by a mpid grcNlm of the population in some countries of the w o n .  

It was said that reforms in health systems infrastructure had been initiated which e n h d  the investment 
in health. It was noted that, with the advent of privatizatim, govmmeuts, public health protkionals and 
administrators needed to look carefully at these initiatives. The Chairmnn enquired whether it w appropriate 
to maintain tbe policy of "free medial care', sad, if so, to what extent He also enquired hnv to sustain 
tbe existing level d public health expenditum, h w  to make public health economical, or how to eamm 
equity, efficiency and sustainability. 

Experience had shown that countries had an obligation to provide free health care and, at the same time, 
it was also clear that no government wuld afford to provide all the finracial nsources neeaswy for Fres 
health and medical care. He said that most countries, including hi own, intended to introduce some financing 
mechanisms such as cost-sharing, user charges, and social health insurance, which wu ld  cater for those who 
wuld pay for health care. He said that there'was no doubt that health care f m c i n g  was directly Linked 
with the way health care was provided, and that, whether publicly or privately f i n d ,  governments were 
obliged to review and control the mechaniisms of financing. 

1.2 Introductory Remarks by the  Director, Planning, Coordination, 
and Information, WHOISEARO 

Introducing the suhjsct, Dr U Than Sein. Director (Planning, Coordination, and Information), WHOISEARO, 
said that this p r ' s  bpic of "Alternative Financing of Health Care" was very much r e l w t  to the present 
situation l a d  by a11 countries of the Region. He said that several developments were c o m t e d  with the 
increased interest in the issue of alternative fmancing of health care. Firstly, the political situation in most 
wuntries was leaning towards more democratic forms of governance. Rigid central planning and controlled 
economic systems w r e  being replaced by open-market oriented economic systems, involving expansion of 
privatization procsses. Furthermore, stmctural adjustment and economic stabilization processes had reduced 
government hudpts and to some extent, the budgets of the ministries of health. There w also growing 
inquiry in the health status betwen and within countries. Demands for health care were increasing as most 
countries wn passing through periods of demographic and epidemiological transition. Countries in the Region 
had underbmz mnny health r e f o m  in their attempts to improve the health policies, the organizational and 
mnnaprid s t ~ ~ t u r r s  (which included decentralization). the h u m  resources capacity. and the financing 
mhanisms. During these %form proczsss, the introduction of privatization of health care (either in provision 
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or fmancing) had wnsiderahle impact on the role of governmenLs. Thus, increasing reliance on private markel?, 
tightening of government budgets and the increasing demand for health care had all led to a search for 
alrcrnarive mcchanisms ro Jinance hcalrh care. 

Dr U Than Sein further provided various views about the governments' role (whether the government 
should take full responsibility for the provision of health care services or, at the other extreme, whether gmd 
health should he primarily an individual responsibility with health care provided by private health care 
providers and financed by households); and the importance of government intervention in health development 
(for example in prevention, control and management of communicable diseases, health education and health 
promotion. and in the provision of safe water and sanitation), as many interventions went beyond the interest 
of the individual. 

Dr U Than Sein highlighted the health market failures and critical issues, such as equitable access, 

efficiency, quality of care, mstainability, and the issue of public goods, for which there were various roles 
He also stressed the increasing roles of key actors of health care financing such as  consumers, providers, 
purchasers, and the government themselves. He later highlighted the relationship of health care provision on 
the one hand to health care financing on the other, explaining the different ways of financing in respect of 
each type of health care provider. He reiterated that the discussion should concentrate on alternative mechanism 
to genelate additional resources from the population for the provision of health care, particularly on social 
health insurance, user charges, and privatization. These mechanism w u l d  be discussed with background 
facts on their'implications in terms of changes in quitable access, efficiency, quality and sustainability of 
care. 

Dr Than Sein further clarified that there. was no standard approach to health financing changes, and that 
the appropriate changes were m n t r y  specific and depended on the prevailing health policy, the country's 
culture and habits with respect to health care, the existing health system, and the existence of a viable 
economic system. He thanked the Member States for sharing their experiences, and said that these w l d  be 
compiled into a regional publication for dissemination to the countries. 

2. DISCUSSIONS 

2.1 T h e  Heal th  Care M a r k e t  a n d  its Special Features 

During the discussions all the participants a g r a  on the importance oP Alternative Financing of Health Care 
and the need for strengthening the capacity of the government in order to address the key issues of financing. 
Political. socioeconomic, and demographic changes had led to consideration of various fmancing mechanism 
for health care in the countries of the Region. All governments were also cwcerned about the growing 
inequities of health status b e h e n  and within countries. All wuntrirs had initiated reforms in their health 
systems including fmancing of health care. They w r e  also aware of the important role played hy privatization 
efforts. 

The experience of the countries in the Region had already shown that they should look more carefully 
into the issue of the puhlic and private mix. 

2.2 Key Issues in Financing Changes  

There was general agreement that, even though health reforms had been undertaken in onler to extend and 
expand primary health care to cover all segments of the population, there were still gaps in the pmvision of 
essential health care, especially for underprivileged groups. It was also mcognizul that changes in the financing 
mechanisms of health care should not lead to decreased access to care hy the poor and the vulnerable. 

Privatization efforts k i n g  introduced in numy countries of the Region needed to he appropriately moa i tod  
and regulated. As market forces play a pmnounced role in privatization efforts, a change in the financing 
srjtem has to ensure yuitahle access tbr those in need of care, regadless of income or geographical location. 



Experience had also shown that it is not merely the scarcity of resources that must be considered hut 
also whether the existing available resouroes were being allocated appropriately and used efficiently in the 
various health care packages. Member Countries had tried various managerial and organizational improvements 
to increase of the efficiency of public health servib. 

With the rapid development of technology and its application in health and biomedical sciences, the 
expenditure on health care had risen. There was also a tendency for consumers to prefer better advice and 
care from providers of a higher level profession and/or from an expensive institution. This was compounded 
by the availability of new high-cost low-wlume technologies (CT Scan, open heart surgery, organ transplant, 
geoetic engineering, etc.). The free mark& system and privatization processes could accelerate this tendency 
and inevitably put strong pressures on the public sector to provide similar services. This would further incresse 
the already costly medical expenditure, widening the gap behveen those who can afford the cost and those 
who cannot. Some countries had tried. through regulatory measures, to ensure that high technology diagnostic 
equipment was accessible to the poor. 

It was also recognized that all key actors in the financing of health care (consumers, providers, purchasers 
and the governments) were playing crucial roles in each arena. The role of the nongovernmental organizations 
was becoming more important as they were inwlved as either consumers, providers or purchasers. NGOs 
could have considerable influence over the way financial changes were to be undertaken by the government, 
either thmugh lobbying at public forums a by allocating resources for the poor. Their influeoce on changing 
health behaviour, e.g., use of tobacco or substance abuse, or on the creation of nvareness on environmental 
health  could 'effect the way financing is to be undertaken. 

A few countries had experience in implementing social health insurance on a wide scale. The social 
insuranca system in these countries started initially as wluntary coverage to a relatively small formal sector 
and later expanded into compulsory merage of a much larger population. Most other countries had had 
expeiiace in community-based financing schemes which can evenhlally be upgraded to social health insurance 
sch- 

It was agreed that the role of the governmeut as thk major provider or f i n d i r  of health cpre'was not 
d i s h i n g .  Such a role is vital as garernmeoh haw to w r e  accessibility and affordability of essential 
health care by all segments of th population. The gowmm~lt remains primarily rssponsible for ssttiag 
policies and strategies and determining, th means to achieve such policy goals. The govanmat should be 
more prwctiw in mrdihating and rsgulating the health ure market Them am m r a l  examples of ~ t i o n a l  
codhating bodies, such as national health councils or committees, which are rssponsihle for undertoldng 
refams in health systems, including finnncing. These coordinating mechanisms should be expanded by the 
participation and inwlvement of representatives from private organizations including NGOs as well as from 
academic and research institutions, such as the Institute of Strategic Studies W~der partnerships would help 
the ministries of health to develop more appkpriate policies and stdtegies for health reforms, and at the 
same time ficilitate exchange between the key actors of health care financing. 

There is no denying that the government has to undertake stronger regulatory measures in order to exert 
influence on the ever-growing private sector. These measures may be in the area of controlling prices, quantity 
and distribution of human resources and facilities, quality assurance, etc. 

It was also agreed that the ministries of health and related departments needed to he strengthened in 
their capacity to deal with various key issues in financing reforms 

3. CONCLUSIONS AND RECOMMENDATIONS 

3.1 Conclusions 

In the light of the current political and sociwonomic changes, countries of the Region have taken steps 
towPrds changing their financing mechanisms Expzrimcz has shown that an iinmiw variety of complex 
changes in health care financing and provision are taking place Due to variations in the pace of socioeconomic 
development and in the different levels of health development, the pncise form of changes in health care 
provision or fmc ing  cannot he wi ly  compand nor a modality constructed. Most countries have introdwed 
user charges as the most promising cos-sharing source of financing. Some countries promote privatization 
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efforts while others promott: different types of social health insurance scheme. Given the complex nature of 
the puhliclprivale mix in health care provision or financing, and considering the limilations in the application 
adoption or of financing changes in a particular cwntry based on other countries' experience, it is very 
difficult to recommend specific alternative approaches. Each country needs to develop its own country-specific 
design and strategies in health care financing. 

While recognizing the advantage of involving the private sector and consumers in future policy-making 
and regulatory processes, the government should be pro-active in dealing with issues that might adversely 
affect underprivileged groups. Necessary regulatory measures should be underlaken to counteract the adverse 
market forces of privatization efforts. Consumer groups and professional orga~zalions should be involved for 
effective enforcement of these regulations. 

Ministries of health should play important roles in improving and strengthening the capacity to collect, 
compile, analyse and report on country experiences in changing the health care market, including the 
identification and changing roles of key actors. Unit costing of health care provisions; estimation of personal 
and household expenditure on health; identification of various sources of fmancing and payment mechanisms; 
and collection of information on the various patterns of provision and financing, including user-fees and social 
health insurance, are required to assess and review the financing changes of each country. 

Member Countries should also review and evaluate their successes and failures in implementing alternative 
fmancing mechanisms as well as allernative health provision, and these fmdings should be used positively to 
influence future changes. 

A critical mass of human resources with knowledge and skill in areas such as f m c i a l  and personnel 
management, planning, legislation and regulation is needed; and governments and international agencies should 
promote and support such human resources development. 

Governments and international agencies should encourage and support countryspecific action-cum-research 
where little empirical information exists; and international agencies, in particular WHO and its collaborating 
centres, should support the development of methodologies, tools and processes for the appraisal and evaluation 
of changes in health care provision and financing. 

3.2 Recommendations 

To Member Countries 

(1) The level of socioeconomic and health development ~ r i e s  from one country to another. It is, 
therefore, inappropriate to recommend specific alternative abproaches in fmancing of health care 
that can apply to all countries. Reforms in health care financing have to be initiated within the 
context of the political and socioeconomic conditions and also within the framework of the explicit 
policy guidelines of a particular country. 

(2) Existing and future changes in financing of health care need to k appropriately monitored and 
evaluated to identify the implication of these changzs, primarily in terms of equity, hut also in 
terms of efficiency, quality and sustainahility. These studies need to bt: canied out with the full 
participation of various partners, in order to support the decision-making process. 

(3) In order to initiate reforms in health care provision or financing which are complex, a critical mass 
of human resources in various disciplines is essential. 

For WHO and internah'onal Agencies 

(I)  WHO and international agencies, including their collaborating centres, should encourage and support 
country-specific case studies and actionsum-reszarch studies where little empirical information 
exists. 

(2) WHO should strengthen its collaborative programme, at country and inlercotmtry levels, in the area 
of health care financing through supporting the development of methi4ologies, tools and processes 
for the appraisal and evahiation of changes in health care pmvision and financing. 


