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MODULE 1

Unit 1 Introductionto economics

Unit 2 Introductionto healtheconomics
Unit3 Demandandsupplyin healthcare
Unit4 Costof healthcare

Unit5 Budgeting

UNIT 1 INTRODUCTION TO ECONOMICS

CONTENTS

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1 Definition of economics
3.2 Basicconceptsn economics
3.3 Demandandsupply
3.3.1 Demand
3.3.2 Supply
3.4 Globaleconomy
4.0 Conclusion
5.0 Summary
6.0 Tutor MarkedAssignments
7.0 References/Furth&eadings

1.0 INTRODUCTION

Economistsare concernedwith the wants of human beings. Among
other things humanbeingswant love, recognition,comfort of life and
material things. Economistsare concernedwith our material wants
which ultimately is to improve our well-being or make a living.
Society’s materialwants are virtually unlimited and insatiable.Human
basicneedsincludeair, water,food, shelterand clothing but we seekto
havemuch morethanthis in termsof goodsandserviceghatwill make
uslive comfortablyor havestandardiving.

Humanwantsare severalimes morethatthe productivecapacityof our
limited resourcesit is thereforedifficult to satisfy our materialwants.
The meansof producinggoodsandservicesarelimited and scarce Our
desiredor goodsandservicesannot be completelysatisfied Overtime
wants of man change and multiply and this might be a result of
developmenbf new productsandextensivepromotionof the productor
changen circumstances.



ECO 449 HEALTH ECONOMICS

In this unit you will be able defineeconomicsandstudybasicconcepts
in Economics. You will also learn about demandand supply and
understandeconomicswith a global perspectiveThis unit will prepare
to understandhesubjecthealtheconomics.

2.0 OBJECTIVES
Oncompletionof this unit, thelearnershouldbeableto:

= Defineandunderstanavhatis meantoy economics

= Understandasicconceptsn economicswvhich will be helpfulin
preparinghelearnerfor goodunderstandingf healtheconomics

= Know abouteconomywith a globalperspective

3.0 MAIN CONTENT
3.1 Definition of Economics

There are several definitions of Economics,some of the definitions
which you canfamiliarizeyourselfwith include:

- Study of how we use scarceresourcesto producegoods and
servicedo satisfyour wants.

- Social scienceconcernedwith the efficient use of limited or
scarcaesourcesto achieve maximum satisfaction of human
materialwants

- The study of how best to allocate scarce resourcesamong
competingones

Thesedefinitionsare similar and clearly relatedto eachother,eachhas
its own specialtermsand meaning.Thereare no significantdifferences
in thedefinitions.

3.2  BasicConceptsin Economics

You needto understanctertainbasicconceptdn economicso havea

clear understandingf health economics.The basic conceptsinclude;

goods, scarcity, opportunity cost, rational choice, economicresources,
utility, demancandsupply.

- Good is a tangible object that is capableof satisfyinghuman
wants.Materialslike cars,clothes,food, cookerscanberegarded
asgoodsand health canalsbe considered an economic good.

- Serviceis anintangibleactionthatis capableof satisfyinghuman
want — such servicesinclude water supply, health care, waste
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disposalgetc. Servicessatisfyour wantsasmuchasgoodsdo.

Goodssuchas sphygmomanometersiictionmachineare usedto
provideservices.

- Scarcity is a condition in which it is impossibleto satisfy alll
human wants for goods and services and this forms the
centralconceptin  economics.Scarcityis saidto occur when
we cannot haveeverygoodor servicethat we needor whenwe
want something that we can not have. No one can have
everythingthat he or shewantsand we thereforehaveto select
goodsandserviceswe think cangive us greatessatisfactionFor
examplesomepeoplewho are economicallydisadvantagednay
have to choosebetweengoing for health care and using the
availablemoneyto pay schoolfeesor houserent. Scarcityexists
atindividual, institutional,communityandgovernmentevels.

- Opportunity Cost is defined as the value of the secondbest
choicethatis givenup whena first choiceis made.Every choice
one makesis a trade-off betweenthe benefitsand costsof one’s
decision. Usually one will want to make a choice that will
resultin the smallestopportunitycostandthe greatest possible
benefit.If thisis thecasehenonehasmadea rational choice

If a personchoseto use little money availableto him to buy
prescribeddrugs for his child as againstthe other choice of
buying alcoholic drink, that choice can be consideredrational.
From this exampleone canimaginehow well peoplechooseto
make rational choice. Rational behaviour meansthat different
people will make different choices becausetheir preferences,
circumstances, andavailable informationdiffer. Rational
decisionsmay changeas circumstance€hange.Try to imagine
how our culture makespeoplespendtheir moneyon ceremonies
ratherthanspendingsuchmoneyto takecareof themsothatthey
canlive well.

- Utility is the benefitconsumerget from the purchaseof goods
and services.It helpsto determinehow much the consumeris
willing to pay. Marginal utility is the additionalutility gainedby
consumingonemoreunit.

- Economic resourcesare all natural, human,and manufactured
resourcesvhich go into the productionof goodsand services It
is broadlydividedinto two:
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Property resourcesinclude land (natural resources)or raw
materialsandcapital.

Humanresourcescludelabourandentrepreneuriability.
SELF ASSESSMENTEXERCISE 1

Attemptto definethefollowing terms;Good,Service Scarcityand
opportunitycost.Try to understandhesetermsin yourownwordsand
thenseehow you applythisto thedayto daythingsin your
environment.

3.3 Demandand Supply
3.3.1 Demand

Demandis the quantity of a productthat consumerswill purchaseat
each possible price. Under normal condition there is a relationship
betweenthe price of a productor serviceand the quantitythat will be
demanded.

Thelaw of demandstateshatif everythingelseremainsequal,more of
aproductwill bepurchasedta lower pricethanata higherprice or less
of a productwill be purchasedt a higher price thana lower price. For
examplea doublingin the costor price of a contraceptivewill resultin
lessdemandf all elseare equalandconverselya reductionin the price
or costwill resultin increasen demandlf all elseareequalimplies an
assumptiorthatno othereventtakesplaceotherthanthe changen price
to affectwillingnessof clientsto patronizethe service.

You cantry and understanadlemandin the contextof goodspurchased
for food in our markets.What happensvhen manypeoplesuddenlyget
interestedn buyinga productparticularlyduringfestivities?

Determinantsof demand

- Tastesand preferences- Personalfeelings toward the value or
desirabilityof variousproducts.The desirefor a particulartype of
framefor eyeglassesnaybe determinedy theindividual's taste
whichmaybeinfluencedby whatis in vogue.

- Disposablancome— The amountof incomethat peoplehaveleft
after they pay their taxes.The quantity of productsthat people
buy depend®nthedisposablencome.lf youweregivensome
moneyas a gift you arelikely to makedemandfor certainitems
which you probablymay not demandfor if you were not given
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this gift. Thereis a directrelationshipbetweendisposablencome
and demandunder normal circumstancesHowever, sometimes
demandfor low quality or inferior goodsare inverselyrelated
to income. Demandfor low quality or fake drugs and even
low quality healthcareis usually higher amongthosewith low

income.

- Price of relatedgoods— When the price of a good changesit
often haveeffecton the demandor arelatedproduct(substitute
good) which can be usedin placeof the other.If you find that
youcannot afford to buy tin milk asa resultof price increase
you maychoosdo buy powdered milk. Increasein price of
certaindrugsmayresultin higherdemandor alternativedo the
drugs.

- Numberof consumers- Increasein the numberof peoplewho
purchasea productor utilize a servicewill bring abouta change
in demand.In epidemics,the large numberof peopleaffected
bringsaboutanincreasan demandof some drugs or vaccines
requireddo manager controltheepidemics.

- Expectationof the future — Demandfor a productcan change
basedontheir expectatiorior thefuture

3.3.2 Supply

Supplyis defined as the quantity of a good or servicethat firms will
offer for saleat eachpossibleprice. The Law of supplystateshatif not
elsechangesmoreof a productwill be offeredfor saleat a higherprice
thanat a lower price or converselyflessof a productwill be offeredfor
sale at a lower price than at a higher price If the price of a product
increaseshequantitysuppliedwill increase.

Thebasicdeterminantsof supply are:

- Resourcegrices— the price usedin the productionof the goodor
service.This determinegthe price of the goods.If the price of
production becomeshigher it may reducethe supply of such
goods.

- Techniqueof production— With improvementin technology
some goodsbecomecheaperto produceand thus improve the
supplyof suchgoods.

- Taxes and subsidies— Increasein sales or service tax will
increasecost of good or serviceand where subsidiesincrease
thenthecost reducesGovernmensubsidyon drugscanincrease
supplyof drugs

- Pricesof othergoods— In manufacturindirms, increasen price
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of a particularproductmaymakethefirm shift to production of
similar productof lessempriceandthroughthisincreasesupply

- Price expectations- Expectationof the future price of a product
can affect the producerscurrent willingness to supply that
product

- Numberof sellersin the market— Otherthings being equalthe
more the numberof peopleor firms involvedin the supplyof a
productor servicethe more the marketsupply. Increasein the
numberof firms producinganti-retroviraldrugs(ARV) resultin
increasen thesupplyof thedrugin the market.

- Demandand supply — For an equilibrium price, the quantity
offered and the quantity demandedare the same. As supply
goesupand demandyoesdown,thepriceis likely to godown.

As the supplygoesdown andthe demandgoesup, the priceis likely to
go up. You will observethat the later is usuallywhat is faced during
scarcityof petrolin Nigeriain which casethe priceof petrolgoesup.

SELF ASSESSMENTEXERCISE 2

Try anddefinedemandandsupplyandlist outthosethingsthat
determinghedemandandsupplyof certaingoodsyou usefrequently.

3.4  Global Economy
Economic Systems

Economicsystemis a set of rules or understandingshat governhow
scarceresourcesare usedto producegoods and servicesthat satisfy
human wants. They are not isolated from the political and social
organizationor system.All nationshaveeconomicsystemsAll nations
arefacedwith the problemof scarcitybecausef limited resourcesThis
scarcityforceseveryeconomicsystento addresshreecentraleconomic
guestiongvhichare:

(1) What goods and serviceswill be producedfrom our scarce
resources?

(2) How will goodsandservicedeproduced?

3) Forwhomwill goodsandserviceseproduced?

Basedon answergo thesequestionghereare the following economic
systemsn theworld:

Capitalism — An economicsystemin which the factorsof production
areownedand controlledby the people.In capitalismpeoplesell goods

6
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or serviceto earna profit. Peoplehave private propertyand also have
freedomof choiceto spendtheir income.In capitalismfirms exist to
earna profit. Role of governmentin marketeconomyis limited and
there is competition. Private clinics exist to make profits and are
privatelyownedby individualsor groups.

Socialism— An economicsystemin which the governmentowns and
controlsthe factorsof production.Socialistsbelievethat the systemof
private ownershipand control in capitalismresultsin many resources
being allocatedto the productionof goodsand servicesfor the rich,
while the poor are ignored.They believethat their economicsystemis
more stable than capitalism. Workers are ensured employment.
Socialists believe people should receive a share of the goods and
servicesthat are producedegardlesof the value of their contribution
to production.Socialisms notthe sameascommunism.

Communism — is an economicand political systemthat combines
governmentownershipand control of the factorsof productionwith a
totalitarianform of government.

Mixed economies— where capitalism and socialism as economic
systemarein place thisis commonlythe casen manycountries.

SELF ASSESSMENTEXERCISE 3

List examplesof countries which fall into the economic systems
describeabove.Which economicsystemis in placein Nigeriaandwhat
arethereasondgor youranswer.

4.0 CONCLUSION

You have to understandthat the study of economicsis relevantto
everydayliving and knowledgeof the basicconceptsof economicswill
prepare you to understandhealth economicsas elaboratedin the
subsequentinits. The economicsystemof a nation is the underlying
factor for demandfor servicesand it determinesthe way goods and
servicesaresupplied.

5.0 SUMMARY

In this unit you have beenexposedto the meaningof economicsthe
basicconceptsan economicswhich you needto understandeforeyou
canunderstandhe dynamicsof healthcarefrom the economicpoint of
view. This unit has shown you what demandand supply is and the
globaleconomicsystems.
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6.0 TUTOR MARKED ASSIGNMENTS

1. Definethefollowing termsandgive appropriatellustration

a. Economics
b. Scarcity
C. Capitalism

2. Describehedeterminantef demandor goodsandserviceswith
relevantexamples.

7.0 REFERENCES/FURTHER READINGS

McConnell C.R., Brue S. (1999).Microeconomics: Principles,
ProblemsandPolicies.14™ Edition. Irwin McGraw-Hill, USA.

SchillerB.R. The econom;&oday.Qth Edition, 2003.McGraw-Hill/lrwin
CompaniesNew York.

Stafford A.L., LoCascio H.C.Introduction to Economics. 1994.
Published by Glencoe/McGraw-Hill,21600 OxnardSt.,
WoodlandHills, CA.

TomeyA.M. (2003).Guideto NursingManagemenandLeadership6™
edition.ElsevierSciencgSingaporePTELtd, Singapore
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UNIT 2 INTRODUCTION TO HEALTH ECONOMICS
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1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1 Definition of Healtheconomics
3.2 Importanceof Healtheconomics
3.3 Conceptsn healtheconomics
3.3.1 Healthaseconomigood
3.3.2 Medicaleconomics
3.4 Theeconomyandhealth
3.5 Globalizationandhealth
4.0 Conclusion
5.0 Summary
6.0 Tutor MarkedAssignments
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1.0 INTRODUCTION

This unit defineshealth economicsand look at looks at certain basic
conceptghatwill help you to understandhealtheconomicsBefore now
relatively little attentionis placedon health economicsin developing
countries As aresultof scarcityhealtheconomicss now takinga center
stage in health management.Your sound knowledge of health
economicswill assistyou as an individual health care provider to
understandhe dynamicsof healthcarein termsof institutionalpolicies,
waysof implementatiorandhow bestresultscanbe achievedwithin the
limits of availableresources.

Inefficiency in using resourcesavailablefor health care has affected
coveragandquality of healthcaredeliveryin developingcountries.
You needto understandhatfor any nationto developits citizensmust
beproductiveandtheycanbe productiveonly whentheyarehealthy.

2.0 OBJECTIVES

Oncompletionof this unit, thelearnershouldbeableto:

- Defineandunderstandvhatis meanthy healtheconomicandits
importance
- Understandbasicconceptsn healtheconomicsvhichwill be

helpfulin preparinghe learnerfor goodunderstandingf other
unitsin this module
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- Assistthelearnerto seehow economyaffectshealthandvice-
versa
- Understandhe demandandsupplyconceptsn healthcare

3.0 MAIN CONTENT
3.1 Definition of Health Economics

Healtheconomicss definedasthe applicationof the theories,concepts,
and techniquesof economicsto the healthsector.It is concernedwith
issues like allocation of resourceswithin the various health care
strategiesguantityand quality of resourcesisedin healthcaredelivery,
funding of healthcareservicesgfficiencyin useresourcesllocatedfor
health care and the effects of preventive,curative, and rehabilitative
healthservicesonindividualsandthesociety.

3.2 Importance of Health Economics

You will rememberthat we defined economicsas the study of use of
scarcearesourcesResource# the healthsectorlike othersectorsarenot
enoughto satisfy man’'s health wants. The main function of health
economicsis to apply economic theory to practical problems of
rationing the use of resourcesfor effective health care services.In
respons¢o peoplesneedsanddemand.

Thereis increasingattentionon healtheconomicsglobally as result of
renewedcost-consciousnesgithin the healthsystemand the shift from
exclusivelyhumanisticapproachto oneincorporatingan increasinguse
of managerialechniqguesndquantitativeresearchmethods.

Countriesall over the world are facedwith increasedurdenof health
careandpubicfund availableto the healthsectorare often shortof what
is required.You're your experienceandobservationyou probablywould
havemade,resourcesequiredfor healthservicesand needsconstitutea
significant proportion of family, communityandgovernment
expenditure.

This situationis a commonfeaturein developingcountries.Costs of
medical care is increasingdue to heavy diseaseburden,technological
changesndincreasingcostof requirednputsfor healthcare.

In view of the problemof scarcity, health economicshas becomean
importantareaof healthfor which needsomelevel of understanding.
Countries need healthy citizens to develop. As a person you will
remembehow unproductiveyouwerewhenyou wereill.

10
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3.3 Conceptsin Health Economics
3.3.1 Health asan Economic Good

Healthcanbe seenasan economiagoodor service.The natureof health
is suchthat it can be seenas a collective good. Collective goods (or
socialgoods)are definedasthe public goodsthat could be deliveredas
private goods,but are usually deliveredby the governmentor various
reasons,including social policy, and financedfrom public funds like
taxes.

3.3.2 Medical Economics

Oftenusedsynonymouslyvith HealtheconomicsMedicaleconomicss

the branchof economicsconcernedwith the applicationof economic
theoryto phenomenaor problemassociatedypically with cost-benefit
analysisof pharmaceuticaproductsand cost-effectivenessf various
medicaltreatmentsMedical economicsoften use mathematicamodels
to synthesizedata from biostatisticsand epidemiologyfor supportof

medicaldecisionmaking, both for individuals and for the wider health
policy. This modulewill notdiscusghedetailsof medicaleconomics.

SELF ASSESSMENTEXERCISE 1

Defineagainor try to explainsomebasicconceptof economicsn Unit
1, relatethemto whatyou havereadsofar in healtheconomics

3.4 The Economyand Health

Health plays a major role in the socio-economicdevelopmentof a
people.Health can no longer be seenas bye-productof develop but
rathera pre-conditionfor economicdevelopmentThe health sectoris
just one of the component®f the economicsystem;everysectorof the
economyhas a bearingwith the health sectorand can not be under-
estimatedor socio-economidevelopment.

Economicdevelopmentequiresa healthyworkforce.Try andimaginea
workforce where about a third of themare ill at the sametime, you
know that in that situation productivity will be low. Improvementin
health status of a country representsboth gains in welfare and an
investmenbnthecountrieduturegrowth.

Healthypeopleare more productive,performbetterin learningand can
work to makeincome. Unhealthypeople may not be able to work to

11
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haveincomeandif theywork will be lessproductive.You know thata

nationwith largenumberof unhealthypeoplewill be requiredto spend

much money on health care and have little for other activities. Poor
healththerefordowersprospect®f developmentor anation.

Also, economic developmentis usually followed by changesin

productionwhich have positive impacton the healthof the population,
althougheconomicdevelopmentdoes have negativeimpact on health
too. Certain diseaseslike cardiovasculardiseasesand cancersare
commonerin well developedcountriesthan in the less developed
countriesmainly becausef changen lifestyle resultingfrom economic
developmentFor exampleconsumptiorpatternchangeswith economic
developmentObesityis usually a significant public health problem of

developed countries whereas malnutrition is a problem of under-
developed countries. Generally economic development has more
positive than negative effect on the health of people. Economic
developmentmakes more money available to the health sector for

provisionof services.

Healthis higheron the internationalagendathan ever before.Concern
for the healthof poor peopleis a centraldevelopmentissue.In addition

to its intrinsic value on individuals,investmenin healthis animportant

and previously underestimatedmeans of economic development.
Substantiallymprovedhealthoutcomesarea pre-requisitaf developing
countriesareto breakout of thecycleof poverty.

SELF ASSESSMENTEXERCISE 2

i. List 4 wayshealthcanaffecteconomy
ii. List4wayseconomycanaffecthealth

Figurel: Healthspendingroundtheworld

Health spending around the world, 2003 *
(share of Gross domestic product, %)
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SELF ASSESSMENTEXERCISE 3

I. List 5 countriesandthe continentheybelongto, thatare
developed.

il. List 5 countriesandthe continentheybelongto, thatare
developing.

3.5 Globalization And Health

Globalizationis reshapinghe social geographywithin which humanity
strivesto createhealthor preventdisease.The determinantf health
anddisease- be they SARSVvirus or increasingHIV/AIDS are affected
by increasingglobal mobility. You often herepeoplesaythe world is a
globalvillage. Whathappensn onecountryreadilyhaveeffecton other
countries.

Impact of globalization on health

Driven by economic liberalization and changing technologies,the
phenomenaof ‘access’is likely to dominateto increasingextentthe
unfolding experienceof humandiseaseand well-being. The extentto
which individual countries are able to engage the process of
globalizationon their own termsdiffers widely from countryto country.
Child mortality, for example,changesquickly in responseto subtle
changesn purchasingpowerin impoverishedcommunitiesln affluent
communitieshowever, a small changein income has little effect on
utility in either direction. The long term effect of globalizationon

wellbeingis differentfor populationsvho are dependenon fragile local
economics.

A significant changein the price of some goods in some of the
developedcountriesor even policy shift may have effect on another
country which may affect the health of its people.Globalizationhas
broughtabouthigh movementof peoplefrom one countryto the other
mainly a resultof economicactivities. With thesemovementsare some
diseasethateasilygetacrossordersof countries.

4.0 CONCLUSION

Health economicsis a importantdiscipline that is now gaining much
attentionin developingcountriesin view of the growing healthburden,
needfor higher health expendituren the midstif inadequatdund. To

have developmentountriesmust have citizensthat are productiveand
to be productiveoneneedto bein goodhealth.It is thereforeimperative
that healthbrings aboutdevelopmentDevelopmentlsoresultin more

13
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money made available for health care. Economic developmentcan
however have negative effects on health that result from changein
lifestyle thataredetrimentato health.

5.0 SUMMARY

In unit you have been able to go through the definition of health
economicsand some basic conceptsin health economics.To develop
every country needto have healthycitizens. The relationshipbetween
economyand healthhasbeendescribedn this unit. Somecountriesthat
are poor unfortunatelygo thoughthe cycle of povertyand poor health
since they have little resourcesfor health care, its citizens remain
unhealthyandthereforeunproductive.

6.0 TUTOR MARKED ASSIGNMENTS
Describeherelationshipbetweereconomyandhealth.
7.0 REFERENCES/FURTHER READINGS

CulyerA.J. (1989)A Glossaryof the more commontermsencountered
in health economics"in MS Hersh-Cochrarand KP Cochran
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Textbooksn HealthEconomicsCopenhagenVHO, 215-234.
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1.0 INTRODUCTION

Supply and demanddead to demand-basegricing. Higher prices are
paid for productsor servicesthatarein high demandReducedlemand
leadsto lower prices. Strategicplanningis neededio determinewhich
activities can be in the mostdemandand makethe mostprofits. In the
early 1960s,economistdiirst becameinterestedin estimatingdemand
for health services.Supply of trained nursesin United Statesis not
increasingnearly as fast as the demand. The demandfor medical
serviceswill dependon the price of that service,other prices,income
and tastes.In this unit you will read through demandand supply in
healthcare.

2.0 OBJECTIVES
In this unit youareexpectedo understand

- Theconcepbf heathcaredemandandsupply

- Know the reasondor the differencein healthcareneedandthe
demandor healthcare

- Understanelasticityof demand

- Know aboutresourcallocationin health

15
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3.0 MAIN CONTENT
3.1  Conceptof Demandand Supply in Health Care

Every individual has a needor a potentialneedfor healthcarein the
form of healthpromotion,preventioncureor rehabilitation.This needis

not always translatedinto a demandfor health care particularly in

developingcountriesfor various reasons.Health needis transformed
into a health caredemandfor examplewhen a patientseeksa medical
care.

All the needsandwantsof societycannot be metat the sametime even
in richer countries,so that opportunitycostareincurredby all usersof
resourcesandthescarcetheresourceghe higherthe opportunitycosts.

In the caseof healthandhealthservicesthesecostsareincurredboth by
producersof health services,through their use of staff, buildings,
equipmentand materialssupplies,and by consumersywho usetransport
to healthservicesbuydrugs,etc.

Not all demandwill becomeneedsandnotall needswill find expression
asdemandYou do know thatsomepeoplegetsick andhavethe needto
betreatedouttheydo notdemandor treatment.

3.2 ReasonsWhy Need For Health Care Far ExceedsThe
Effective DemandFor It Includes

a. Price of health care may not be affordable by the individuals
(Affordability).

b. The Individuals may not havereadyaccesdo the healthfacility
at a time or place thatis convenient(Geographical
accessibility).

C. The service required may not be available to the individual
(Availability).

d. Religiousand cultural believesand practicesmay hinderthe use
of thehealthfacilities (Acceptability).

e. Costof time off from work andcostsof waiting.

3.3 Demand And Supply Of Health Care Services In
DevelopingNations

Thedemandor healthcarein developingcountriess largelyinfluenced
by the above factors. The extentsto which thesefactors are being
reversedn developingcountriesvary considerablyamongnationsand
even within nations. The global economic recession has made

16
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affordability of health care servicefar from the reachof the common
man in these countries. Therefore, utilization of health facilities is
seriously affected particularly with the changingtrend in which free
healthcareis fastdisappearing.

The supplyof healthcareis multifaceted.The supplycanbein the form
of promotion, preventive,curative, and rehabilitative health care. In
Nigeria, this canbe providedat the variouslevelsof healthcarenamely;
primary, Secondaryand Tertiary health Care. The health sector in
developingcountriesconsistsof a heterogeneoumixture of public or
governmentactivities and non-governmenéctivities including services
provided by both modern and traditional practitioners.The level of
demandfor healthcaregoesfar beyondthe level of supply. Economic
recessiorhas madegeographicabccessibilityand availability of health
caredifficult, this affectcoverage.

Undersupplyof sufficient trained personnelmust be tackled as it
remainsa major health problem. Large numberout of the inadequate
health personnelemigrateto developedcountries. There is also the
problemof underuse of someof the personnelvailable.Most of the
skilled healthcarepersonneln African countriesarefoundin the urban
areado thedetrimentof therural areasvherewe know about70%o0 the
populationlive.

In 1988, the World Bank conductedan extensivestudy on household
demandfor outpatientservicesin Ogun State. The empirical model
assumedhat choiceof healthcareis a function of the following; price
of the care,quality of the care,sexandeducatiorof the patients wealth
of the householdjncomeof the householdurbanresidencesymptoms
of theillnessandseriousnessf theillness.

SELF ASSESSMENTEXERCISE 1

List reasonsvhy healthcaredemands lesthantheneedfor healthcare
in Nigeria.

3.4  Elasticity Of Demand

This is the degreeto which the demandfor a goodor servicedecreases
in responseto a price increaseand increasein responseto a price
decrease.
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Thedemandor healthcareis generallyinelastic.

Demandfor health care is generallyelastic becauseof the nature of
health problemswhich often requirethat suffererstake someaction to
demandor care.Demandor healthcare,especiallycurativehealthcare

tend to be price inelastic, meaningthat any increasein userfees will

resultin a lessthan proportionatedrop in demandand thus increasen
revenuesThis is becausavhenit getsto somestagepeoplewill haveto

take up healthcareevenwhenthey can not readily afford it unlike the
casewith someothergoods.Most of thoseconsumershatare unableto
utilize servicein public facilities becauseof costseekcarefrom some
othersourcegarticularlyif the privateprovidersareprice-competitive.

35 ResourceAllocation For Health Care

If healthcaresystemsdevotegreaterattentionto preventiveandprimary

care, the recoveryof costs at public hospitalstakes a monumental
importance.The determinationof what proportion of fund available
should be allocatedto preventivecare is dependenion a number of

reasonsit is well knownthat preventivehealthcaredeliveryis cheaper
to the society. From basic economicpoint of view it is betterto pay

more attention to preventive care than curative care in resource
allocation.

When the high capital and recurrentcostsof hospitalsare financedby
governmentthengovernmenhealthbudgetwill be muchmoretowards
hospitalservicesIn mostAfrican settingit is the urbanfairly well to-do
families that have easyaccesdo this level of careand they therefore
receivea disproportionateshareof governmensubsidyon healthto the
detrimentof the largely poor rural dwellers. This situationworsensthe
problemof equity.

The pyramid of curativehealthcarein Nigeria hasprimary healthcare
asits baseandthenfollowed by secondaryealthcarewhich is madeup
of general,cottageand mission/bigprivate hospitals.The apex of the
pyramid is the tertiary health care consistingmainly of teachingand
specialisthospitals.Primary healthcareis the closestand first point of
contactwith the health systemand therefore should attract adequate
resourcesn terms of personnelfunds, equipmentand materials.The
morethe simple caseghataretreatedat higherlevelsof healthcare,the
moretheinefficiencyin healthsystem
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4.0 CONCLUSION

In everycommunitythe needfor healthcareis alwaystherebut not all

translateinto demandfor healthcare.Priceincreasen healthcaredoes
not lead to a proportionatedecreasen demand(unlike some other
goods) becauseof desire of peopleto be in good health. Demand
following price increasan a particularfacility mayresultin individuals
trying someotherplacedor alternativenealthcare.

To have developmentountriesmust have citizens that are productive
and to be productive one needto be in good health. It is therefore
imperative that health brings about development.This need to be
achieved through efficient allocation of resourcesto the various
segmentandlevelsin healthcaredelivery

5.0 SUMMARY

In unit you havebeenableto go throughdemandand supplyin health
care. Demandfor health care particularly in developingcountrieshas
beendescribedalong with its determinantsTo developevery country
needto havehealthycitizens.You havebeenexposedo the important
issueof resourceallocationin the healthsector.

6.0 TUTOR MARKED ASSIGNMENTS

Discuss the various determinantsof demandfor health care in the
contextof yourlocality.
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1.0 INTRODUCTION

The costof healthcareis high and hasincreasedapidly. Higher health
care prices combined with an increasein the quantity of services
providedhasresultedin rising healthcarecost. The spendingon health
careinvolves ‘prices’ and‘quantities’andis oftenlooselyreferredto as
healthcareosts.

The productionof healthcarerequiresscarceresourcesuchascapitalin
the form of hospitalfacilities and diagnosticequipmentand the highly
skilled labor of physicians,techniciansnursesand other paramedical
staff.

SELF ASSESSMENTEXERCISE 1

Whatarethethingsthatmakeup costof healthcare?

2.0 OBJECTIVES

Oncompletionof this unit, thelearnershouldbeableto:

- Understandhevarioustypesandelement®f healthcarecost

- To befamiliar with thereasongor theincreasingcostof health
care

- Know the peculiaritiesof thehealthcaremarket
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3.0 MAIN CONTENT
3.1 Typesof Health Care Cost

The economiccost of a diseaseconsistsof direct and indirect cost.
Direct cost is monetary expendituresattributableto the diseaseand
indirectcostis what canbe associatedvith lossof outputattributableto
thediseas®wingto prematureleathor disability.

Therearefour (4) differenttypesof healthcarecostasdescribedelow
andtheyinclude:

Direct medical cost — Medical costincurredfor medicalproductsand
servicesusedto prevent,detect,and or treat a disease.Thesecovers
costsfor drugs, laboratorytestsand supplies.This cost has monetary
valuethatis youcostit termsof Naira.

Direct non-medical cost— This type of costcovernon-medicakervices
that resultsfrom illnessbut do not involve purchasingnedicalservices.
Exampleof this type of costincludecostof transportationfood, family
care. This type of costis usually enourmousin developingcountries
whereseveralrelatives,friendscomearoundto getinvolvedin the care
of patients.

Indirect non-medical cost — This type of cost result from reduced
productivity becauseof ill-health. When a patientis unableto do his
usualjob, thelossof productivityandincomeis atacost.

Intangible costs — Theseare non-financial outcomesof diseaseand
medical care not expressedin monetary value. The non-financial
outcomecanbein form of suffering,painandgrief. This costcannot be
estimatedn monetaryalue.

3.2  Elementsof Cost
Costcompriseshree(3) elements.

I. Lossof production.
. Expendituresor medicalcare.
iii. Pain,discomfortandsufferingthataccompanyhedisease.

In analysighelastis oftenneglectedecaus®f inadequatelata.
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SELF ASSESSMENTEXERCISE 2
List thetypesof healthcarecostandgive 5 example®f eachtype.
3.3 Benefitsfrom Health Care

The typesof benefitsthe individual receivesfrom healthcarecould be
psychicor monetarytheyinclude:

a. Relieffrom pain,suffering,anxietyetc.
b. Benefitsin the form of capital good being monetary“pay off”
measuredby increasegbroduction.

3.4  EconomicAppraisal in Health Care

Economicefficiencyis relevantin healthcarebecause¢he resourceshat
areusedin providing servicesand programsare scarce Sinceresources
is not andcanneverbe enoughto satisfyhumanwantscompletely,their
usein one beneficial activity meansthat the communityautomatically
foregoesthe opportunity to use the in another beneficial activity.
Remembemwhat you learntin Unit 1 and 2 on the basic conceptof
economicsandhealtheconomics.

Expenditureon medicalcareis rising in both developinganddeveloped
countries.In-patient servicesare a large and fast growing part of all

health serviceexpendituresstaff costswhich alone accountfor about
half the costof all personahealthcareandthis togethemwith drug costs
takeup the largestshareof all healthserviceexpendituresYou cannow

beginto imaginethatthereal costof healthcareis muchmorethatwhat
patientgpayfor in mostpublic healthfacilitiesin developingcounties.

To evaluatethe costs of health care to the society rather than to a
categoryof usersthe moneyspenton resourcess not considerec good
indicator. Such expendituremight be artificially high owing to high
taxesor profits or artificially low owingto subsidiesandgrants.

Economicefficiency in health care can be definedas the provision of
necessargareof goodquality at minimumcost. Thereforethe aim is to
move towards a better economic balanceof servicesand eliminate
ineffective, excessive and unnecessarymedical procedures.Many
economicfactorsare beyondthe control of healthdecisionmakers,but
onemeasuravell within their powersis to curb the growth of high-cost
programsandservicedor thefew andpromotelow-costservicesvhich,
by usinglessexpensiveprimaryhealthcarepersonnelvhich will reacha
muchlargerproportionof the community.
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It is importantto encourageostawarenesamonghealthcareproviders
in view of the scarceresourcedrom both the private and the public.

Thereis alsoa needto makeconsumerawareof the costsof healthby

being betterinformed on the choicesavailableto them and the cost of

thechoicessothattheycanmakewell informeddecisiongo savecost.

SELF ASSESSMENTEXERCISE 3

Whatdo youunderstandy economicefficiencyin healthcare?
3.5 Reasondor the PresentTrend in Costof Health Care
Thereasondor thecurrenttrendin costof healthinclude:

I. Demographigeason- Thereis populationgrowthin developing
countries,to keeppacewith this growth, healthcare costhasto
increase.

. Labourintensivenatureof healthservices- Healthcareis labour
intensiveandthereis limited scopefor savingon labourcostin
personalhealth services.Skilled peopleare requiredto provide
healthcare

iii. Quality of health services — Advances in technology has
improvedquality of diagnosisandtherapy.Unfortunatelythe cost
is oftengreaterthanthe increaseceffectivenesschievedTry and
think of the variousequipmentsve usetoday as comparedwith
whatobtainssomel0— 20 yearsago.

V. Public expectation- Peopledesireincreasingstandardfacilities
in healthservicesthereis high demandfor curativehealthcare
while  underutilizing preventive personal health service
particularlyin developingcountries.

V. Changing epidemiological picture during socio-economic
development- chronic and degenerativaliseasesand their high
costof careor cure.

Vi. Organizatiorandstructureof healthsystem- Therearesituations

wheremultitude of agenciesare financingand deliveringparallel
and uncoordinatedhealthserviceswith consequentverlapping.
Thisis muchmorein preventivehealthcareservices.

vii.  Extensionof healthservicescoverage- The attemptsto extend
the range,coverageor impactof servicesto a larger population
increaseosts.
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3.6 Peculiarities of Health Care Market

Ethical and equity considerations— The societyregardshealth
careasanentitlementor aright andis reluctantto rationit solely
by price or income unlike other goods and services.This is
becausen healthcare humanlife is involved andthis inevitably
raises ethical issues.Thereforeyou can appreciatethat unlike
other marketshealth care cost must take considerationof the
humarnlife involved.

Asymmetric information — Health care providers particularly
physicians possessthe informaion and knowledge concerning
detailsof treatmentanddiagnosticprocedurepatientneed,while
the buyer(client or patient)haslittle informationconcerninghis.
The providerswho in this contextare the supplier dictate what
the patient(consumershouldconsumeThe consumeiis not the
onein the positionto determinewhat to buy unlike othergoods
and services. The result of this asymmetric inforrmation is
supplier induced demand. In simple terms most providers
‘dictate’ to the patientwhat they haveto spendmoneyon take
careof their health.

Spillover effects— The servicereceivedoy consumersometimes
generate spillovereffectin which not only the consumebenefit
from the heathcare someonaeceovedout also a third party. If
majority of a populationare immunizedagainsta diseasethe
transmissiorof that diseaseeducessignificantlythat eventhose
not vaccinatedget reduced chanceof being affected by the
diseasethat others are immunized again. The fact that people
receivemedicalcarewhentheyareill andreturnbackto work to
becomeproductivemakea third party benefitfrom their recovery
and return back to work. A healthy labor force is more
productive,contributingto the generalprosperityand well-being
of thesociety.

SELF ASSESSMENTEXERCISE 4

Givereasongor theincreasingostof healthcareto individualsandto the
societyatlarge.
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4.0 CONCLUSION

Health care costis madeof different things which may be direct or
indirectcost.All overthe world the costof healthcareis ontheincrease
as result of incresing population particularly in developingcountries,
increased burden of diseaseand the use of costly facilities and
equipmentin addition to the skilled personnelrequiredto provide
service.

Health caremarketis peculiarsinceit hasto do with humanlife unlike
othe goods which if not affordable can be left unpurchased?The
providerslargely determinewhat the consumerseedto pay for unlike
otherforms of marketin which the consumeihavenoughinformationto
determineexactlywhat he needsandto what extentthe thing to be paid
for will bebeneficial.

5.0 SUMMARY

In this unit you have beenable to go throughwhat makesup cost of
healthcarewhich are mainly groupedinto direct andindirect cost. The
real costof healthcare,whenall thesecostsare consideredcan be so
much.lll healthcanthereforebe seenassomethinghat costindividuals
and societiesa lot of money. Also you have beenable to learn the
comonreasongor the increasingcostof healthcareandthe peculiarities
of thehealtharemarket.

6.0 TUTOR MARKED ASSIGNMENTS

1. Discussthe varioustypesof healthcarecostandthe majorthings
thatmakeup thesaypesof costsin yourownlocality.
2. Discusghereasondor theincreasingcostof healthcarein public

andprivatehealthfacilitiesin Nigeria
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1.0 INTRODUCTION

Every health organizationis involved in budgeting. Organizations
budgetfor their humansand material resourcesNursesparticularly at

the managerialevel needto be fmiliar with the pricinplesandprocesof

bugeting.Budgetaryleadersinspire proactivefiscal planning,determine
resource needs, guide visioning of justification for resources,and
negotiatefor neededresourcesNursing managersalso also need to

analyze expenses,anticipate, recognize and creatively deal with

budgetary problems. Budgets help coordinate the efforts of the

organizationby determiningwhat resourceswill be used by whom,

when and for what purpose.Budgetscan be preparedby units in an
organizatioror for eachfunctionin a unit. In mostdevelopingcountries
it is commonto find budgetsfor the organizatiorand units hardly have
theirowndevelopedudget.

SELF ASSESSMENTEXERCISE 1

List theadvantagesf budgetingn afamily. Attemptto groupwhatcan
bebudgetedor thenrelatethis to a healthinstitution.
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2.0 OBJECTIVES
In this unit youwill berequiredto:

= Understan@ndbeableto definebudget.
= Know andunderstandghevarioustypesof budget.
= Befamiliar with theadvantageanddisadvantagesf budgeting

3.0 MAIN CONTENT
3.1 Definition of Budget

Budgetis definedasa quantitativestatementusuallyin monetaryterms,
of the expectation®f a definedareaof the organizatiorover a periodof
timein orderto managdinancialperformance.

Budgetcanalso be seenasa plan for the allocationof resourcesainda
control for ensuringthat the resultscomply with the plans. The results
are expressedn quntitative terms. Budgetsare often associatedwith

financial statementssuchasrevenuesandexpenseshey mayalsobein

form of non-financial statementscovering output, materials and
equpment.

SELF ASSESSMENTEXERCISE 2
Attemptto definebudgetin yourownwords.
3.2 Basic ConceptsRelated To Budget

Budgeting — Is the procesof planningandcontrolling future operations
by comparingactualresultswith plannedexpectations.

Controlling — It is the processof comparingactual resultswith the
resultsprojectedn the budget.

Incremental (line-by-line) budget — This is a budgetworksheetisting
expensatems on separatdines. This is usuallydivided into salaryand
non-salaryexpensesThe worksheetmay include severalcolumnsfor
the amountbudgetedfor the current year, the amountactually spent
year-to-datethe projectedtotal for the yearbasedon the actualamount
spent, increasesand decreasesn the expenseamountfor the new
budgetandtherequestor thenextyearwith anexplanatiorattached.
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This line-by-line budget has the advantageof simplicity but the
disadvantag#hatit discouragesost-efficiency Astute managergnsure
that they spentthe entireamountbudgetedor the yearto avoid budget
cutsin thenextyear.

Zero-based budget — This is a budgetaryapproachthat assumegshe

basefor projectingnext year’'sbudgetis zero. Managersare requiredto
justify all activities and every proposedexpenditure regardlessof the
level of expenditurein previousyears.Every expenditurefor the new
year must be justified in view of organization’sobjectivesand current
environment.

Fixed budget— A budgetin which budgetedamountsare setregardless
of changesthat occur during the year such as volume of patient,
unanticipatednflation

Variable budget — A budgetdevelopedwith the understandinghat
adjustmentsto the budget may be made during the year basedon
changesn revenuespatientvolume, utilization of supplies,and other
expenses.

Fiscal budget — A specified12-monthperiod during which operational
andfinancialperformances measured.

3.3 Typesof Budget
3.3.1 Operating Budget

This is alsoknownasRevenue-andexpensédudgetor annualbudget.It
is the organization’sstatement®f expectedrevenuesand expensegor
the coming year. It coincideswith the fiscal year of the organization
which in the public sectorin Nigeria correspondso the calendaryear—
Januaryto December.The operatingbudgetrevealsan input-output
analysisof expectecindrevenuesndexpenses.

The revenue budget for a nursingunit may representhe patientcare
incomeexpectedor the budgetperiod. The expensebudget consistsof
salary and non-salaryitems. Among the factors that nurse managers
mightincludein their operatingbudgetare personnekalariesemployee
benefits,medicalandsurgicalsupplies drug and pharmaceuticalgffice
suppliesamongothers.

Expensebudgetshouldbe comprehensivand thorough;it shouldtake
into considerationall available information regardingthe next year’s
expectations.Both controllable and non-controllable expensesare
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projected. Examples of non-controllable expensesinclude indirect

expenseslike lighting, equipment depreciation. The non-controllable
expensesnd the probability of risesin materialsand labour costsduring the

budgetaryperiod need to be accommodatedn the budgetto provide for

changeshatarebeyondthe controlof the organizatioror unit.

SELF ASSESSMENTEXERCISE 3

List itemsor activitiesin your unit thatcanbe underrevenueand
expensdudget

3.3.2 PersonnelBudget

Personnebudgetsestimatethe cost of direct labour necessaryo meet
the agency’sobjectives.This budgetis usedas a guideto recruit, hire,
lay off and dischargepersonnelln developingthe budgetthe nursing
managemeedto determinethe level of needof nursingcare that will

meetthe needof estimatedpatientpopulationin its unit. The nursing
managewill needto estimatenumberof the variouscadresof nursing
personnelrequired during what shifts, in what monthsand in which
areas.

Managingthe salarybudgetis directly relatedto the manager’sability to
superviseand lead the staff. In additionto anticipatedsalaryexpenses,
peculiar expensesto nursing such as overtime, shift-duty, on-call
expenseseedio bebudgetedor.

Someinformationthat will be helpfulin budgetingwill include;Current
staffing pattern,numberof vacantpositions,previousyearsreportsand
performancesyariety of patientcasesseasonavariationin patientload
anddiseasdurden.

3.3.3 Capital Expenditure Budget

Capital budgetis an important componentof the plan to meet the
organization'slong term goals. Capital expendituresnclude physical
changesuchasreplacemenbr expansiorof the plant, majorequipment
and inventories. Organizationsdefine capital items basedon certain
criteria; musthavean expectedperformanceof aleastl yearor at least
costa minimumof certainamountike equivalenbf $5000r $ 1,000.

Usually administratorsestablishesceiling for capital budget and the
nursemangerwill needto prioritize requestsf the requestexceedgshe
available fund. Unfortunatelyin many developing countries nursing
mangersare hardly involved in capital budgets.This is takenup by
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hospitaladministratorsat higherlevel thoughwith someinput from the
nurse managersin form of selectingand determiningthe amount of
equipmenneeded.

3.3.4 CashBudgets

Cashbudgetare plannedto make adequatefunds availableas needed
and to use any extra funds profitably. Cash budgetensuresthat the
organizatiorduring the budgetaryperiodhasenough but enoughbut not
too much cashon hand. This is necessarbecauseincomesdo not
necessarilycoincide with expendituresand also seasonalvariations
shouldbeanticipatedvhichresultin fluctuationsin resourceneeds.

If thereis insufficientcashon handpurchasef neededesourcesvill be
hindered.If the budgetis well planned,it will provide cashas needed
andproduceantereston excessund.

3.3.5 Flexible Budgets

Some expensesare unpredictableand can only be determinedafter
changehascommencedBecauseof this it is necessaryo haveflexible

budget.The changesanbe compensatetbr by havingperiodicbudget
reviews.Sometimewariationin costcanbe predictedthroughhistorical
analysisof costsin previousbudgets Attendanceof healthfacilities in

manyplacesin Nigeriadropssignificantlyduring festivitiesandin some
casesattendancef clinic is higher soonafter workersreceivesalaries.
Theseforms of variationsrequirethat budgetsare madeflexible. There
are a lot of uncertaintiesin the Nigerian environmentwhich makes
flexible budgeto beadvantageous.

3.4 Advantagesand Disadvantagesof Budgeting
Advantagesof budgeting

Theadvantagesf budgetingnclude:

- Budgetplansfor detailedprogrammeactivities

- Help fix accountabilityby assignmentof responsibility and
authority

- Stategoalsfor all units, offer a standardof performanceand
stressthenatureof the planningandcontrolprocess

- Encouragenanagerso havecarefulanalysisof operationandto
basedecisionon carefulconsideration

- Minimize hastyjudgmentsn decisionmaking

- Can expose organizationalweaknessesand allow corrective
measurefo betaken
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- Resourcesanbe projectecandwasteminimized
Financialmatterscanbe handledn orderlyfashionandactivities
of organizationgabecoordinatecandbalanced

Disadvantagesf budgeting
Thedisadvantagesf budgetingnclude:

= Only aspectof organizatioractivitiesthat are easyto measureare
considered in  budgeting as budget convert all aspects of
organizatiorperformancénto monetaryalues

= May becomean end in itself instead of a meansto an end.
Particularlyin situationswhere symptomsare treatedas causes,
it isimportantto find outtheunderlyingreasongor the symptoms

= Budgetarygoalsmay sometimesupersed¢he organization'syoals
and gainautocraticcontrolof the organization

= Danger of over-budgetingmaking the budget cumbersomeand
expensive

= Time consumingandexpensive

Requireskill andexperiencdor successfubudgetarycontrol

= Requireforecastingbut his can be uncertainbecausebudgetary
controlis subjectto humanjudgmentjnterpretatiorandevaluation

4.0 CONCLUSION

Budgeting is an important component of a nursing manager’s
responsibilities.Budget can be seenas a plan for the allocation of
resourcesand a control for ensuringthat the resultscomply with the
plans.The resultsare expressedn quntitativeterms.Budgetsare often
associatedwith financial statementssuch as revenuesand expenses;
they may also be in form of non-financialstatementsoveringoutput,
materialsandequpment.

Therearevarioustypesof budgetAll the typesof budgetcanbe putto
usein the health sectorand nursesneedto have an unserstandingf
budgetsandthe proces®f budgeting.

5.0 SUMMARY

In this moduleyou havereadthroughandshouldbeableto understand
whatbudgetis andthe varioustypesof budgetsvhichinclude;operation
budgetpersonnebudgetcapitalbudgetcashbudgetandflexible
budget.
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6.0 TUTOR MARKED ASSIGNMENTS

Discusgheadvantageanddisadvantagesf bugetingn health
caredelivery.
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1.0 INTRODUCTION

The objective of healthcareis to improve health statusby reducing
morbidity, postponamortalityandgive peoplea higherquality of life.

This canbe achievedoby promotinghealth,preventingill health,curing
ill-health when it has occurred,and enabling those whose conditions
cannotbe curedwith existing knowledgeto live a full life as muchas
possibledespitetheir disabilities. All theseis at a cost, it hasto be
acknowledgedhatgoodhealthlike most“goods” costsmoney.You can
recall the variousthings that make up cost of healthin Unit 3. Those
who can afford to spendmore on their health up to a point, seento
benefitthe most.
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The Healthcaremarketis oneof a difficult marketin economicanalysis
since ill-health determinesthe demandfor health care services.The
individual's determinatiorof ill-health is personalemotionalandcanbe
uncertain.Health care is one of a subsetof goodsand servicesthat
providesbothpsychicandmonetaryenefitsto consumer.

Theindividualsdemandor healthcareis derivedfrom his perceptiorof
his optimal level of health.Demanddor healthcarethusarisebecause
the individual wants to bridge the gap betweenthe perceivedcurrent
healthstateand somehigherhealthstatethat he desires.The individual
thentakesactionto decideto seekhealthcare.

The needfor healthcareandthe demandfor it is not the same,more so
in developingcountries.The costof meetingthis needand demandis
enormous.Health for all by the year 2000 (HFA 2000) is at risk of
remaininga dreamwithout a careful considerationA plan for healththat
doesnottakeaccounbf costsamountgo no morethanwindow shopping.

2.0 OBJECTIVES
Theobjectiveof thisunitis for thereadeto:

- Understandthe need for providers of health care to be cost
conscious

- Understandfactors that contribute to resourceinadequacyin
developingcountries

- Know aboutthe variouscost-containmergtrategiesn healthcare
delivery

3.0 MAIN CONTENT
3.1 CostConsiderationin Health Care

Provisionof healthcareis at a costto individualswho makethe demand
and also the individuals, communitiesgovernment andnon-
governmentabgenciesvho supplyit. Consumerhealthdealswith the
decisionsindividuals make in regardto the purchaseand use of the
availablehealth productsand servicesthat will havea direct effect on
their health. It involves economicor monetaryaspectsof health over
which individuals have control. Consumer health includes self-
motivatedor self-initiatedactions.From this you know that healthcare
oftenfollow ademandrom theconsume(patient).

The fact is that it is no longer possibleto meetthe increasingcost of
healthcarewith the emergencef severahew healthrisksandproblems
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unless;healthis built in amongthe priority economicobjectivesby
individuals, families, communitiesand government.lt is desirableto
increaseaccessibilityto health servicesby either increasingpeople’s
ability to pay or reducingcosts.This can positively changehealthcare
seeking behaviour such that people benefit from early detection,
diagnosisandtreatmentndultimately reduceexpenditureon chronicor
complicated cases which is now usually the case in developing
countries.

Resourceswvailablefor healthcareare not enoughto meetthe demand,
it is thereforenecessaryo closely examinethe main problemsin the
health sector that are contributory. These problems are mainly;
allocationinternalinefficiencyandinequity.

Allocation Problem

Thereis a problemin allocationof fundsto healthcare particularlyin
developing countries. Private and public spendingon health care in
developingcountriesaverage$8 per capital in low income countries
which represent@&bouttwo-thirds of sub-Saharaifrica’s peopleand
$16 per capitalin middle incomecountrieswhich representearly 30%
of sub-Sahararfrica’s peopleand $68 per capitalin the high income
group of countries representing only one-twentieth of Africa’s
population.

EventhoughmanydevelopingcountrieshaveembracedrimaryHealth
Care, current public and private spendingon basic health servicesis

inadequatePrivatespendingn thesecountriesis substantiabut little of

it goesto low cost serviceswhich are more cost effective. In some
countriesjndividualsexpenditureon healthaccountfor over 70% of the
total healthexpenditurelf the private and public resourcedied up in

hospital care are redirectedto lower levels of health system,many of

thesehealth problemscould be treatedearlier at a lessseverestageor
preventediltogethelandevenatlessercost.

You can now appreciatefrom what you have just read that allocation
problemexistsevenat individual level eventhoughit is commonlyseen
asa problemat governmentevel. Ratherpeoplespendmoneyon basic
things that can promote or preventhealth; they eventuallyspendill-
healththat requirescareat the level of a hospital.Allocation problemat
the level of governments commonin African countries.Government
rather than spend appropriatelyon preventive health care which is
cheapeendup spendingon curativehealthcareat higherlevel which is
costlier.
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Inefficiency Problem

Inefficiency is commonin health care delivery. One of the ways it
occursis the useof higherlevel facilities by patientswho could well be
served at less sophisticatedunits or facilities. It is common in
developingcountriesfor the high level facilities to be overcrowdedwith
lengthy waiting times while other healthfacilities usually at the lower
level have few patients. This result in delivery of unnecessarygare
throughcostly facilities and useof highly skilled personnelndbecause
of the demandon the high level facilities, they are further expandedat
somecostswhich certainlyaffectsthe lower levels. The supplyof funds
to thelowerlevelsis thusfurtherreduced.

Inequity Problem

Inequity is anotherimportantproblemin developingcountries.Thereis
inequitableurban-ruraldistribution of benefits.About 70% or more of
governmentspending goes to urban basedcare and in developing
countries70-90% of hospital clients live within 10kmsto the facility
they usethereforeabout70% of peoplein the rural areasreceivejust
about30% of governmenhealthexpenditureThereis alsoinequalityin
income;thepoorwho areatgreatethealthrisk havelow income.

SELF ASSESSMENTEXERCISE 1

Whatarethefactorscontributingto inadequacyf resource$or health
carein yourownlocalarea?

3.2 CostContainmentin Health Care Delivery

The goal of costcontainments to keepcostswithin acceptabldimits
for volume, inflation and other parametersit involves costsawareness,
monitoring, managemendnd incentivesto prevent,reduce,and control
costs.

3.2.1 Cost Awareness

This focusesthe health staff attentionon costsof servicedelivery and
the steps available for containing them. Health staff in developing
countriesare hardly know or get botheredaboutthe ultimate cost of
serviceto the organizatiorandthe consumersAn awarenessf the cost
canbring abouta desireto seehow suchcostscanbecontained.
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3.2.2 CostMonitoring

Is anothermeasurean costcontainmentrganizationgroviding health
care can focus on how is to be spent,when, where and why. With
answergo these,the costof providing servicescan be monitoredwith
the ultimate aim of checkingwherewastescan be reduced.Incentives
can be providedto staff that have clear ideasand have demonstrated
money-savingneasures their unit.

3.2.3 Cost Avoidance

Wherepossible,cost avoidancefor unnecessarpgroceduresan be put
in placeto minimize expenditureon the part of the consumerand the
organization.

3.2.4 CostReduction

In health care delivery is desirable to contain health care cost.
Preventivemeasure$ike childhoodimmunizationcansavea lot of cost
in healthcarewhencomparedo costof managinghe disasethatwould
havebeenprevented.

3.2.5 Cost Control

Thesecanbe very usefulasa cost-containmengtrategy.Costcontrolis
effective use of available resources through careful forecasting,
planning, budgeting, reporting and monitoring. Cost-effectiveness
entailscomparingcostsandidentifyingthe mostbeneficialoutcomes.

This is doneby, analyzingthe alternativemethodsn achievingthe same
objectiveandthen determinethe costimplication of all inputsfor each
method. For each methodthe cost outcomeand cost-effectivenesss
determined.

SELF ASSESSMENTEXERCISE 2
Whatdo you understandby thefollowing terms?

a.Costawareness b. Costmonitoring c. Costavoidance
d. Costreduction e. Costcontrol

3.3 Waysto Contain Costof Health Care

Themainobjectivein costcost-containmennustbeto realizethe same
benefitsat lower costandto increasébenefitswithout addingcosts.The
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consumerand providers of health care have roles to play in cost-
containmentConsumerseedio makerationaluseof healthcareservice
though they need to be assistedto do this in developingcountries
through adequatehealth information on the costs, consequenceand
quality of treatments,and the adequacyof competition between
providers.

Consumersieedto be educatedo uselower levelsof healthcarewhere
mostof the healthproblemscanbe solvedat reducedcostandreferrals
madeto higherlevels when necessaryfinancialdisincentivescan also
be used to discourageuse of secondaryand tertiary health care
unnecessarily.

For exampleif patientschooseto go for treatmentoy-passinghe lower
level of caresuchpatientscanbe madeto pay more that someonevho
wasreferredfrom thelowerlevels.

Other wayscostscan be savedinclude:

a. To ensurehatthe degreeof technicalcomplexityinvolvedin the
servicedeliveryis appropriateo thetaskto be performed.

b. Highly skilled staff notto be usedon tasksthatcanbe performed
by lesserskilled staff.

C. Peopleshouldhave positive healthbehaviourto maintainbetter
health.
d. Standardizationof construction technology, equipmentsand

drugs to the minimum acceptable standard and therefore
relatively inexpensivelevel. Large sum of the healthbudgetis

spent on drugs; costs can be contained through rational
prescribinganduseof drugs.

e. Using all resourceto full capacity,avoiding wasteby ensuring
that they complementone anotherwhere possibleand serveas
many usersaspossible.

f. Economyin procuremenbf resourcesf givencharacteristics.

3.4 Costcontainmentin Primary Health Care

Lack of interestin costanalysisis a characteristiof the whole rangeof
health activities particularly in developingcountries.It is particularly
pronouncedn primary healthcare,probablybecausef the diversity of
theactivitiesinvolved.
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In developingcountriesthe only healthservicesthat canbe expectedo
reachthe entire population,are thosethat are of low cost. The largest
elemenbf costin healthservicess staff andthe leastexpensivevay to
do this is throughcommunityparticipationin which peopleprovidesome
of theserviceshemselvesvherepossible.

SELF ASSESSMENTEXERCISE 3

List wayscostof healthcarecanbe containedHow is this applicableto
thenursingprofession?

4.0 CONCLUSION

Providing health careis at a cost, this is increasingin all nationsand
resource®f mostcountriesparticularlydevelopingcountriesare scarce.
Also healthhasto competewith otherneedsfor the scarceresource®of

individuals, communitiesand nations.It becomesapparenthat cost of

health care has to be controlled with efficiency. Consumersand
providersof healthcareneedto be costconscious.

Costsavingmeasuresarerequiredto be putin placein the healthsector
while at the sametime striving to provide quality health care for the
populace.

It is important that all health care providers are made to be cost
conscious,to ensurethat servicesdo not cost more than absolutely
necessargothatmorepeoplecanbereachedvith healthcare.

5.0 SUMMARY

Healthcarein developingcountriescontinueto increasan demanceven
though the demandis less than the health care need. The resources
availableare not enough,and are not likely to be enoughto meetthe
increasinghealth problems.The economicdepressiomand inadequate
managemenbf resourcesn developingcountrieshas made supply of
healthcarein its variousforms grosslyinadequatecostof heathcareto
individuals, governmentand agenciesis increasing.It is therefore
necessaryor providersand consumerdo be cost consciouswith the
ultimateaim of costcontainmenin healthcare.

It is necessaryo increasegeneralawarenessn costsof healthcare,so
that cost saving measurescan be practicedwidely and through this
increaseaffordability and coverageof healthcarein developingnations.
This unit dealtwith variouscostsavingmeasuresvhich you needto be
familiar with andconsciouslyracticeto containcoston healthcare.
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6.0 TUTOR MARKED ASSIGNMENTS

1. Explainthefollowing terms:
a. Costawareness
b. Costmonitoring
C. Costavoidance
d. Costreduction
e. Costcontrol
2. Write anessayon costcontainmenin healthcarein developing
countries.
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1.0 INTRODUCTION

Sometwo-third of the world’s populationgo to sleephungry at night.

The world Bank estimatedthat perhapsas much as one-quarterf the
world surviveson no more than $1 (aboutN130.00)per day. Outright

famine regularlyoccursin variouspartsof the world. Recentexamples
of this, is the mass starvationof an estimatedl million peoplein

Ethiopia during the droughtof 1984 — 1985, the catastrophe#n Asia.

This people had little accessto health care, they live in unsanitary
environment,infant and child mortality is high and life expectancyis

low.

Povertyis relatedto the economicactivitiesof the country. Thereis no

societythat has the resourcesecessaryo produceenoughgoodsand
servicesthat will satisfy all wants and desiresof its people. The

productionof goodsand serviceswithin an economycan be measured
by the GrossDomesticProduct(GDP). GrossDomesticProductis the

measureof all final goodsand servicesproducedwithin an economy
during a year. Countrieswith low GDP among other causeshave
problemof poverty,thoughin somecountrieswith high GDP poverty
canbefound“povertyamidstplenty”.

Poverty creates ill-health because it forces people to live in
environmentghat make them sick, without decentshelter,cleanwater
or adequatsanitation.

SELF ASSESSMENTEXERCISE 1

i Whatis GrossDomesticProduct?
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il Find outthe GDPfor 10 countriesandrelateit to their standard
of living.

2.0 OBJECTIVES
In this unit youwill berequiredto:

- Define povertyand understandasicallywhy the poor haveill-
healthproblems.

- Understand the relationship between economy and health
problems.

3.0 MAIN CONTENT
3.1 Definition of Poverty

Povertyis concernedvith the relationshipbetweenthe minimum needs
of peopleandtheir ability to satisfythoseneedsPovertycanbe difficult

to define becauseof the relative meaning of minimum needs.The
United Nationsusesliving on lessthan$1 (N130.00)per day to define

poverty.

The poor are at greaterrisk of becomingill. Poor health has adverse
effects on productivity which further contribute to poverty. Poverty
affectsaccesdo healthservices.Povertyalso limits ability to meetthe
cost of health care. The poor have worse health outcomesthan other
economicand social groups.Infant, child and maternalmortality rates
arehigherin poorcommunities.

SELF ASSESSMENTEXERCISE 2
Fromtheabovelist 5 wayspovertyaffectshealth
3.2 Health Problemsand the Economy

Major causesof deathand illness— Perinatal,infectious,and parasitic
illnessesare responsiblefor 75% of infant deaths.This illnessesscan
largely be attributed to poverty. Infectious diseasesand parasitic
diseaseareresponsibldor 71% of deathsof childrenagedoneto four
and62% of deathsn childrenagedfive to fourteen.The typical African
child underfive yearshasfive episodesof diarrhoeaper year, it also
accountsfor 25% of all childhoodillness and 15% of admissionsin
health facilities. Vaccine preventablediseasesare implicated in the
deathsof 20% of all childrenin Africa. Maternal mortality ratesin
Africa arehigherthananywhereelsein the world.
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SELF ASSESSMENTEXERCISE 3

If peoplearenot poor, list waystheywould avoidthesituationdescribed
above?

The heavyburdenof ill-health in Africa is a reflectionof the level of

povertyin the continent.Youneedto know thatthe effectof poor health

goes beyond physical pain and suffering; Learning is compromised,
returngo humarcapitaldiminish, and the environmentfor

entrepreneurialand productive activities is constrained.Poor health
imposes immense economic costs on individuals, households,and

societyatlarge.

Householdsurveyin Coted’lvoire showed24% of the adultlabourforce
experience@nillnessor injury in the previousmonthto the study, 15%
becameat leasttemporarilyinactive. The workerson averagelost nine
full daysof work andthe costof treatingthemamountedo 11% of their
normal monthly earning.In Nigeria, Guineawormdiseasetemporarily
incapacitated.5 million Nigerianin 1987. Cost/benefitstudy revealed
the neteffect of the diseasavasto reducerice productionby 50 million
dollarsandit wasestimatedhatthe benefitsof a worm control program
would exceedits costsonly after 4 years.Thesestudiesshow you how
ill-healthfurtherworsenssufferers’economicstate.

In view of the demonstratedmportanceof humancapitalto economic
progressa country can not attain high level of economicdevelopment
with a population burdenedby high infant and maternal mortality,
pervasivellnessof its workforceandlow life expectancy.

Economicstatusof an individual, community,and countryis relatedto
the health of the individual or its people, though wealth does not
necessarilybring health. A buoyanteconomycan createthe enabling
environmentor health.A pooreconomyshowfeaturesof poorhousing,
inadequate food and nutrition, poor water supply,
inadequateenvironmenta&nitation,and low level of educationjow af
fordability of healthcare.

AIDS is a causeof deathsandlllnessin developingcountrieswhich has
heavytoll on economyof countries Prevalencef AIDS in sub-Saharan
Africa countriesremainshigh. In hard-hit African countriesthe active
age group is most affected. Deathsin this age group affect skilled
manpowerndprofessionalsvhichtakea heavytoll on countries.
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Malaria is endemicin mostof sub-Saharaifrica andit appeardo be
worseningin much of Africa and resultsin high childhood morbidity
and mortality. The costof treatmentof malariain mostcountrieswhen
put togetheris enormous.This money would have helped families,
communitiesand the country at large to improve on quality of life.
Absenteeisnirom work amongadults affectedby malariais also high,
this affects productivity. From the examples described you can
appreciate how poor health imposes immense economic cost on
individualandthe nation.

SomeHealth Effects of Poverty

. Povertycreateshungerwhich in turn leavespeoplevulnerable

. todiseases.

. Poverty denies people accessto reliable health services and
affordablemedicines

. Deniespeopleaccesgso preventhealthcare.For exampleit denies
poorchildrenaccesso immunization.

. Proverty createsilliteracy which eventually make people less
informed abouthealthrisks

. Forcepeopleto live in enviroenmentthatmakdhemsusceptibleo

certaindiseases

Oneof the barriersto healthcarefor the pooris the time it takesto get
treatmentTime is a resourcesincethe time takenawayfrom work may
meanlostincome.

SELF ASSESSMENTEXERCISE 4

Now improveon exercise, List wayspovertycanaffecthealthof a
person.

3.3 Improved EconomyLeading To Improvement In Health

Economicdevelopmentswill provide enablingenvironmentthat will
reducediseasdurdenanddeathsn thefollowing ways:

Safe water and sanitation: Poor sanitationand lack of safe water
contributes immensely to morbidity and mortality in developing
countries.

Studies have shown that improvementin excreta disposal reduced
diarrhoeamorbidity by 22 — 36%.
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Food and Nutrition: Malnutrition underlies more than one-third of
infant and child mortality in rural and urban areasof many African
countries.

Inadequatequality and quantity of food intake causesgrowth failure,
decreasednmunity, learningdisabilitiesandreducedroductivity.

Increasein incomeof poor familiesis likely to leadto increasedood
consumption Countrieswith strong economyare likely to provide an
environmentwhereits citizensget good incomethat can help improve
householdood security.

Housing: Somedisease# developingcountriesare attributableto poor

housing. Poor housing results in overcrowding, poor environmental
sanitation, poor ventilation, cohabiting of man and animals among
others.

Education: Countries with good economy are likely to invest in
education.Educationof people, particularly female educationusually
brings about informed choice and right decision that relates to
individual’'s health or family health. Educatedwomen marry and start
havingchildrenlater, makebetteruseof healthservicesandmakebetter
useof informationthatwill improvepersonahygieneandhealthof their
children.

Health infrastructure and equipment Countries with buoyant
economyare likely to incestin health infrastructureand equipments.
Wherethereis wide coverageof the populationwith health facilities,
geographicalaccessto thesefacilities can improve on the health of
people.Physicalproximity to healthfacilities is only the beginningof
effective health care coverage A facility that is near people’shomes
will havelittle valueif it lacks basicequipment.Money is neededto
procurenecessargquipmentandfor maintenancef theseequipments.

4.0 CONCLUSION

As goodhealthis crucialto protectthe family from poverty,sois better
healthis centralto povertyreduction.Improving the healthof the poor
must becomea priority, not only for public health but also for other
sectorsf developmentThe bestcurefor the variousinfectiousdiseases
that plaguedevelopingcountriesis economicgrowth and broad-based
development.
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5.0 SUMMARY

In this unit you havebeenableto readaboutthe effectof povertyon ill-
healthand how ill-health can also precipitatepoverty. At the levlel of
nationsyou now seethat illness reducesproductivity of countriesand
can thereforeaffect the economyof suchcountries.lt is alsotrue that
economic development proveides enabling environment to reduce
povertyandalsoreducesomeiliness.

6.0 TUTOR MARKED ASSIGNMENTS

1. Discusgherelationshipbetweerpovertyandill-health
2. Describehowimprovedeconomycanleadto improvedhealth
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1.0 INTRODUCTION

You will remembethatin Unit 2 we describedhe role healthplaysin
the socio-economidevelopmentf any nation.Healthis no longerand
cannotthereforebe regardedas a by-productof economicdevelopment
buta pre-conditiorfor it. Most oftengovernments viewedasultimately
responsibldor the population’shealth.

Thereis a growing financial needto fund health care in almost all
nations, with resourcesbecoming limited becauseof the global
economic recession, health financing now take a major focus of
attention. Health costs have been increasing becauseof the aging
population with increased health care needs, increased use of
technology, new and expensivetreatment modalities and increasing
administrativecosts.

SELF ASSESSMENTEXERCISE 1

List reasongor increasingcostof healthcarein this country.
2.0 OBJECTIVES

Oncompletionof this unit, thelearnershouldbeableto:

- Know whathealthcarefinancingis

- Describethe major optionsin healthcarefinancingwhich will
includedirectgovernmenftinancing,userchargescommunity
financingin thisunit.
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3.0 MAIN CONTENT
3.1 Optionsin Health Care Financing

Options for financinghealthservicesarenow beingwidely considered.
We canbroadlydivide healthcarefinancinginto two namely;Public
andPrivate.Examplef public healthfinancinginclude;direct
governmentunding,socialinsurancevhile exampleof privatehealth
financinginclude;userfees privatehealthinsurancecommunity
financinganddonationsTheymaybe groupednto 5 majorcategories:
Directgovernmentinancing,UserchargegOut-of—pockeexpenses),
Communityfinancing,healthinsurancePonors(foreignaid).

3.1.1 Direct GovernmentFinancing

Direct governmenfinancingof healthactivitiesis the mostwidespread
approachto health financing in the developingworld. Government
either providesperiodic allocationsfrom generalgovernmentrevenues
or assigngheproceed®f adesignatetax to the healthsectoror both.

Becausenationalgovernmentsre responsiblgor overall healthpolicy
and strategicplanningfor health,it might be assumedhat governments
are also the major sources of healthcare financing and health
expendituresWe know in reality thatgovernment'shareof total health
expenditurezarieswidely all overtheworld.

Public revenuesare obtainedfrom various sourcesand then generally
areaddedtogetherjn which casethe sourceof financingfor a particular
public program cannot be identified. However, in some cases
governmentsledicatethe proceedsof a particulartax instrumentto the
healthsector.For examplein severalcountriesin the Americasandin

Asia, lotterieshave beenorganizedto benefit social welfare programs
suchashealthcare primaryeducationetc.

Direct government funding of health activities alone has been
inadequaten manycountriesparticularlyin developingcountries.The

World Health Organization (WHO) recommendsthat all levels of

governmentshould allocate at least 15% of their total budgetary
expenditureto health care. You know that in Nigeria, government
financing of health care is inadequate. Reasons why African

governmentdiave committedless moneyto healththan other countries
include:

- Economic condition of some of the countries, since the
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expenditure on healthin thesecountriesis largely from general
taxrevenuesincludingdutiesonimportsandexports

- Structural Adjustment programmedin some of the countries
which is responsiblgor cutbacksin governmentexpenditureon
social services

- Somecountriesspendheavilyon othersectordike defensdo the
detrimentof the healthsectorwhereadhereis little evidencethat
defenseexpenditurescontribute positively to economicgrowth
or sustainablelevelopment.

SELF ASSESSMENTEXERCISE 2

Do you considergovernmenexpenditureon healthin Nigeriaadequate?
If No, List thethingsthatmakeyou consideexpendituren healthby
governmeninadequate.

3.1.2 User Charges(Out-Of-Pocket Expenses)

Userchargeis alsoknown as out-of —pocketexpensesAnotherway of
financing health care is by charging patients. These chargestake a
varietyof forms. Feesfor medicalservicesarediverse.The definition of
the item on which feesis to be chargedvarieswidely. A fee may be
requiredfor an encountemwith the health care provider, an episodeof
illnessor afixed numberof contactswith the healthcaresystem.

A singleencountemay be brokeninto itemslike laboratorytest,drugs,
proceduresetc. The feesfor eachof this vary. Theremay be a uniform
priced chargedfor all the patientsor with the exceptionfor the poor,
children or someare exemptedirom paying.In someplaces,thereare
sliding scalesof rates applied such that personsof lessermeanspay
lowerfees.

User chargeshavethe advantageof providing a link betweenfinancial
responsibility and the provision of services.This link has generally
enhanceawvillingnessto contributeto the costof health programsand
hasencouragedoth consumersand providersto be costconsciouslin
addition user chargeshelp to control the use of health servicesby
imposing financial disincentivesto consumers.You know that when
peoplepay for a servicethey are careful sinceit coststhemsomething
butif theydo not paythenthey maynot be botheredaboutcarefuluseof
suchservice.Whenuserfeesarelow or not practiced,consumerfave
noreasorto payattentionto costs.

User fees are also a tool for reinforcing the referral system.In some
countriespeoplewho are not referredfrom the lower levelsare madeto
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pay more than those referred. User fees are becomingincreasingly
commonin Africa. This methodof costrecoverydirectly addressethe
problemof under-fundingf governmenhealthfacilities.

The administration of user charges throws some challenges in
developingcountrieswhereit is observedthat the largestreductionin
the use of servicesis as a result of chargesfor health services
particularlyamongthe poor. You are familiar with this problemof the
poor who are not able to afford healthcare becauseof userfees. This
thencall to questionthe needfor equity. However,somepeopleare of
the opinion that userfeesthat resultin availability of servicesis better
and more peopleare caredfor than a free healthservicewith services
notavailablebecausenoneyis notavailable.

Important argumentsin favour of user chargesinclude:

- Feesmake the patient more consciousof the servicesthey ask
for, it thereforestrengthenself-caring

- Userfeeshoweversmallwill makeup somelevel contributionto
thehealthfinancing.

- Keep services running and improves quality of care and
confidencan theservices

Arguments not in favour of userfeesinclude:

- Fees collection and its managementrequires management
capabilities which may not be availableat somelower levelsof
healthcaredelivery

- Revenues collected in some instances are not substantial
compared to costof providingservices

- Introductionof userchargeseducesitilizationrates

SELF ASSESSMENTEXERCISE 3

List theadvantageanddisadvantagesf userfeesasanoptionin health
carefinancing.

User chargescan lead to greater use of health serviceswhere there
IS:

- Phasedin rather than sudden increase in prices (Gradual
introduction of fees)

- Greateraccountabilityof the providerto the population— where
consumerdind that quality of servicereceivedis justified when
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comparedvith feespaid.

Localmanagemerdf resourcegdecentralizedystem)

If patientgperceivaheywill havehigherquality of care
Servicereceivedcancompetdavourablywith serviceslsewhere

Garlanddefinedthreerelationsbetweerchargingfor healthservicesand
thepopulation:

a)

b)

Contributive capacity — Thisis definedasthe moneyanaverage
family can spendfor health in a defined period. This varies
widely, somestudiesin rural householdsshowthat the shareof
the budgethouseholdsallocatefor healthrangesbetween2.5 —
6.5%.

Financial capacity — Thisis definedasthe availability of cashby
the respectivehousehold,in that very moment when cash is
neededor medicaltreatmentlt is known that financial capacity
increasesfterfood harvest, at month ends when salaries are
paid. It is alsocommonobservationn somedevelopingcountries
that financial capacity decreasesafter major festivities like
Christmasand Sallah. Howeverin Africa, the potential family
solidarity in the event of ill-health is high which translatesto
someform of assistance.

Institutional relationship — Target families and communities
can organizeand have somerelationshipto provider of health
service.lt canbe in form of financial contributionsfrom users.
This can provide solutions for those who can not pay
immediatelyandthosewho cannotpayatall.

Composition of World health expenditure s, 2003
{World spent US$2.6 trillion on health in 2003)

General
Other Government
Frivate hsurance 4% (exel. Socil
20% Insurance)
33%

Out-of- Pockel
T&% Sacial hsurance
25%

Source—World Health Organization
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3.1.3 Community Financing

The emphasisof communitysupportin most developingcountrieshas
beenon providing resourcesegither financial or materialand humanfor
the establishmenor improvemenf healthand sanitationinfrastructure
e.g.Healthfacilities, latrines,wells, etc.

Community financing  of healthactivites  requires
communityorganizatiorilThe mostseriousproblemshavearisenin tryin
g to sustaincontributionso pay for the recurrentcostsof programs.P
eople havefrequentlypeenunwilling to continueto pay for programsf
rom whichtheywerenotbenefitingatthetime.

Greater reliance on community financing off health care has been
advocatedor severareasonswhichinclude:

- Individuals/ householdspenda lot of moneypurchasingnodern
andtraditionalhealthcarefrom the privatesector.lt would not be
additional burden if this expenditurewere redirectedtowards
serviceghathavea greateimpacton health.

- Communityfinancingwill attractotherunexploitedresourcesike
labor,landandcontributionsn kind.

- Peoplewill readilyuseandcooperatavith serviceghattheyhave
helpedto createandlaterhelpto maintain.

- It is a suitablemechanisnfor mobilizing contributionsfrom the self-
employed.

Community financing coverthe following:

- Payingat full or preferentialratesfor healthfacilities organized
through community efforts. The crucial feature is that the
community rather than establishedmarket forces or individual
negotiatiorhasapprovedhis form of payment.

- Paying for socially organizedvoluntary community insurance
schemese.g. prepaymentfor servicesthat may be linked to
incomeor productionor a healthcareschemedor which standard
chargesre laid down.

- Giving of gifts in cash, labor, or kind for which no wholly
individual benefitis expectedbut from which the donor may
partakeof the collectivebenefits.

- Payingor  the creation and utilization  of
community
capitalization schemes for the promotion of
health care
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such as nutrition and sanitation funds from which grants or
loansaregivento membergor healthrelatedactivities.

SELF ASSESSMENTEXERCISE 4
List thebenefitsof communityfinancingof health.
4.0 CONCLUSION

There are various forms of health care financing mainly public and
private. Health care financing options vary form one country to the
other. Therecanbe variationsevenwithin countries.Governmentlone
canno longer bearthe total costof healthcare;henceother options of
healthcarefinancingare getting someattention.Eachof the optionsin
healthcarefinancinghasits meritsanddemeritsIn this unit the options
of directgovernmenfinancing,user-feesandcommunityfinancinghave
beendiscussed.

5.0 SUMMARY

In this unit you havebeenableto go throughthe majoroptionsin health
carefinancingwhich include;directgovernmentinancing,usercharges
(out-of-pocketexpenses)health insurance,communityfinancing, You
havealsobeenableto seethe advantagesjisadvantagesf eachoption
of healthcarefinancingdiscussedh this module.

6.0 TUTOR MARKED ASSIGNMENTS

Discusauserfeesasan optionin healthcarefinancingandwhatarethe
advantageanddisadvantagesf this option.

7.0 REFERENCES/FURTHER READINGS

FinancingDistrict Health ServicesInternationalWorkshopheld 11" -

15" April 1994in Nairobi Kenya.Publishedoy GTZ Eschborn,
Germany.

GTZ (Deutsche Gesellschaftfur  Technische Zusammenarbeit)
WorkshopReport.

http://www.paho.org/English/DD/PIN/ptoday18_sep®h

World Bank (1994). Developmenin PracticeBetter Healthin Africa:
Experienceand LessonsLearned. The International bank for
ReconstructiomndDevelopment The World Bank.
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1.0 INTRODUCTION

You will remembethatin Unit 8 we describedhe importanceof health
carefinancingandlookedat someof the optionsin healthcarefinancing
like directgovernmenfinancing,userfees(out-of-pocketexpensesand
communityfinancing.In this unit otheroptionsin healthcarefinancing
whichareequallyimportantwill bediscussed.

SELF ASSESSMENTEXERCISE 1

Whataretheoptionsin healthcarefinancingdiscusseah unit 8?
Whatotheroptionsdo you know of apartfrom thosediscussedh unit 8?

2.0 OBJECTIVES
Oncompletionof this unit, thelearnershouldbeableto:

- Know whathealthcarefinancingis

- Describethe major optionsin healthcarefinancingwhich will
includedirectgovernmenfinancing,userchargescommunity
financingin this unit.

3.0 MAIN CONTENT
3.1 Health Insurance

Health insuranceis a systemin which prospectiveconsumersof care
make paymentto a third party in the form of an insurancescheme,
which in the eventof future illness will pay the provider of care for
someor all of the expense#curred.Healthinsurancas a mixed source
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of finance as it often draws contributionsfrom both employersand
employeesand sometimesggovernment.Contributionsto such schemes
areoftenmandatoryTherearethreemaintypes:

Governmenbr social insurance maybecompulsoryor voluntaryoften
employed in the formal sector. Contributions based on
individualsincomenot on actualrisk

Privateinsurance- coveragehroughthird-partypayerinstitutions.
Employer based insurance-employersor parastatalor private
bodiesserveasthethird partypayeror collectionagent.

Health insurancediversify sourcesof revenueof the health sector,
individuals play somerole in paying for their own health care and to
spread the burden of health costs over time and acrossa wider
populatiorwhichwill reducerisk.

A variety of insurancemechanismscan be usedto help finance the
health servicesrenderedto individuals and families. These entails
collection of funds directly from potential users of the health care
system,either to pay the providersfor their servicesor to reimburse
usersn full orin partfor paymentsnadeto providers.

Membership ofhealth insurance scheme can be voluntary or
compulsory. Governmentstatutory  agencies, profit making
organizationspr non-profit making organizationsuchas, cooperatives
or benevolensocietiescan operatetheseschemesThe insuringagency
may employthe providersof healthcareand own facilities (the direct
method)or contractwith healthcare providers— public or private (the
indirectmethod).

Theadvantag®f insurancas thatit convertsunpredictablduture health
expensesinto paymentsthat can be budgetedfor in advance.The
agreementsconvert large, infrequent and unpredictableexpenditures
into smaller,periodic paymentsThesepaymentsare collectedto a pool
of resourceghat canbe drawnuponto meetthe needsof a participant
who encountersnisfortuneof ill-health.

Nearlyall developedccountriesthat now providethe sameright to health
care to the whole populationwent through an evolutionary stage of
voluntaryfollowed by compulsonhealthinsurance.

Compulsory insurance — These schemesare generally financed by
employersand or employeesontributionscalculatedas a percentag®f
pay roll. Compulsoryinsuranceschemesnay cover the self-employed
as well on a compulsoryor voluntary basis.However, it is extremely
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difficult evenin developedtountriesto collectcompulsorycontributions
fromtheself-employed.

Voluntary insurance — People may be allowed to be voluntary
contributorsto a social securityschemeyun by governmenor statutory
agenciesyhich is compulsoryto others.Alternatively they may insure
with profit or non-profitagencie®r theymayjoin agroupscheme.

Insurance schemestypically require the patient to make an initial
paymentfor care (“deductible”) before applying for benefitsand many
alsorequirethe patientto pay a small shareof the additionalamount
(“co-payment”)— thesetwo devicesare intendedto discourageoveruse
of healthcareservices Someinsuranceprogrammechave set standard
ratesfor common proceduresand have defined a limited number of
“services”for which paymentwill be made.Thesemovesareintended
to controlthe claimsagainstheinsurancdund.

3.2 Foreign Aid

Donors are important financiers of health care in Africa; especially
where the governmenthas beenunableto meet health needsdue to
revenueshortfalls.During the 1980sbilateraldonorsaccountedor 62%
of total health assistancen Sub-SaharanAfrica, while multilateral
agenciesprovided 32% and non-governmentahgencies%. External
financingis generatednostly throughdevelopment—orientedstitutions
such as bilateral agencies,multilateral organizationsand banks e.g.
UNICEF, WHO, UNDP, World Bank,EEC,andUSAID etc.

Financialcooperatioris generallychanneledhrougha centralauthority
in the recipient country such as Ministry of Financeor Ministry of
National Planning. In some casesfunds may be routed directly to
particularministries,agencieor NGOs.While NGOsin financialterms
may be small in most casestheir potential for mobilizing peopleand
strengtheningheir self-reliancecannotbe overlooked.

Foreign Aid has played invaluable role in public expendituresin
developingcountriesut hassomenegativeeffectslike:

- Emphasion verticalprogrammers

- Sustainabilityproblem

- Priority programoften determinedoy donorsand not recipient
countries

- Somedonor funding of programsare out of proportionto total
healthneeds

- Poor coordination of efforts by various external agencies
involvedin fundingof theprogrammers.
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SELF ASSESSMENTEXERCISE 2

I. List someorganizationgrovidingforeignaidin healthin your
locality.
il. In whatform aretheseaidsfinancinghealthcare?

3.3 Voluntary contributions

Theseare contributionsusually from individuals or groupswithin the
country. Philanthropistamay make cashdonationsand/or donationsin
kind (buildings, equipmentsgetc). Religious groupsalso fall into this
categorySomegroupsrun non-profitmakinghealthservices.

Other private sectorinvolvement

- Medical services run for employeeshby private or quasi-
government enterprises.
Salariedgovernmenphysiciangengagedn privatepractice
Physiciangngagedn full- time privatefeefor servicepractice
Chemistshops/Pharmacies

Privatefor profit hospitalsandclinics

Indigenousr traditionalpractitioneraandquacks

The aboveare someforms of healthcarefinancingwhich my be profit
orientedbut then contributingimmenselyin somewaysin financing of
healthcare

4.0 CONCLUSION

There are various forms of health care financing mainly public and
private. Health care financing options vary form one country to the
other. Therecanbe variationsevenwithin countries.Governmentlone
canno longer bearthe total costof healthcare; henceother optionsof
healthcarefinancingare getting someattention.Eachof the optionsin
healthcarefinancinghasits meritsanddemerits.

5.0 SUMMARY

In this unit you havebeenableto go throughthe major optionsin health
care financing which include; health insurance, foreign aid and
voluntarycontributiongphilanthropists).

6.0 TUTOR MARKED ASSIGNMENTS

Describethe optionsin healthcarefinancing
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1.0 INTRODUCTION

Everyoneno matterhow healthyneedsmedical care at somepoint in
time. This maybe in form of preventivecareor treatmenfor sicknesses
andinjuries. With medicalcare comespaymentof feesin one form or
theother.

Affordability of suchfeesat the point of use may be difficult. Health
insuranceprovidesa form of financingwhich makepaymentfor the fees
relatively easier. Health insuranceis an institutional and financial
mechanisnthat helps householdsindividuals and organizationgo set
asidefinancial resourceso meetcostsof medicalcarein the eventof
illness.

The advantageof insuranceis that it converts unpredictablefuture
expensesnto paymentghat canbe budgetedor in advanceFrom this
you will observethat health insuranceschemeoption in health care
fianancingsignificantly differs from user-feeswhich in someplacesare
describeds‘cashandcarry’.
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2.0 OBJECTIVES
Thelearnerthroughthis unitis to;

- Understandvhathealthinsuranceschemameans

- Know thevarioustypesof healthinsurancesheme

- Know someof the problemsthat can be encounteredn health
insurancescheme

3.0 MAIN CONTENT
3.1 Definition Of Health Insurance

Health insurance is a systemin which prospectiveconsumerf care
make paymentto a third party in the form of an insurancescheme,
which in the eventof future illness will pay the provider of care for
someor all of the expensesncurred. Health insuranceis a type of
insurancewherebythe insurer paysthe medicalcostsof the insuredif
theinsuredbecomesick dueto coveredcausesor dueto accidentsThe
insurermay be a private organizationor a governmentagency.Health
insuranceis an agreemenbetweena person,who is called the policy
holder, and an insurance agent. Insurance agents or carriers are
organizationghat offer financial protectionin caseof illness or injury
andpaysfor the policyholder'smedicaltreatment.

The fundamentalconceptof healthinsuranceis that it balancescosts
acrossa large,randomsampleof individuals.For instancean insurance
companyhas a pool of 1000 randomlyselectedsubscriberswith each
paying N1000.00per month. Fifty of them get really sick that month
while the othersstayhealthy,which meansthe insurancecompany,can
usethe moneyof the paidby thehealthypeopleto treatthe sick persons.

INSURANCE
AGENT
{(POOL OF FUND)

Prcmiu/m, \.

MEMBERS RS PROVIDER
Services

Payments

STRUCTURE OF HEALTH INSURANCE
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SELF ASSESSMENTEXERCISE 1

Briefly describehe concepof healthinsurancescheme

3.2 History And Evolution

The conceptof healthinsurancewas proposedin 1694 by Hugh the

Elder Chamberlenfrom the Peter Chamberlerfamily. In the late 19"
century, early insurancewas actually disability insurancethat covered
cost of emergencycare for injuries that could lead to disability. This

continueduntil the 20" centurywhereall laws in somejurisdictionsin
US regulatinghealthinsuranceactually referredto disability insurance
andpatientswereexpectedo payfor all othercostsof medicalcarein a
form of fee for service.Today healthinsuranceschemesovera wider
area of health care to include the cost of routine, preventive, and
emergencyealthcareprocedures.

The origin of healthinsurancecan also be tracedto medievalEurope
when labour unions, association®f employersof labor and craftsmen
formed guilds which in turn createdfundsto help membersn times of

needon accountof illness. Althoughthey startedwith cashbenefitthey
later broadenedhe scopeto requesidoctorsto certify illnessesand paid

them to provide health care for members.New incentivesthen came
from employerswith the schemebecomingcompulsoryas employersn

specifichigh-riskindustriessuchas mining, beganto makeemployment
often tied togetherwith willingnessto pay contributions.With these
came the developmentof earnings-relatedcontributions rather than
risks-related contributions. This potential for such solidarity was
exploitedin Germanyin 1883,Austriain 1887,Norwayin 1902andthe

UK in 1910.By the early 1930scompulsoryhealthhad beendeveloped
in mostindustrializedcountriesof Europeunderthe nameof sickness
andmaternityinsurance

SELF ASSESSMENTEXERCISE 2

Write a shortessayonthehistoryof healthinsurance.

3.3 Typesof Health Insurance
3.3.1 Private Health Insurance

Privatehealthinsurancas a contractbetweenaninsurancecompanyand
the customerand in the private sector. Private insurancecan be for
groups like companies]abour unions, professionalassociationor for
individuals.
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Private: This is through employerowned on-sight health facilities or
through contractwith outside providers, contribution payableis based
strictly on the needsof theindividual i.e. the higherthe healthneedsof
the contributionthe higherthepayment.

3.3.2 Public Health Insurance

The public sector third party may be Parastatalsinsurancescheme,
governmentand social securityand sometimeghe providers.Withthe

publicly fundedhealthinsurancehe good and the badrisks all receive
coveragewithout regardto healthstatus,which eliminatesthe problem
of adverseselectiorandamplifiesthe problemof moralhazard.

3.3.2 Sociallnsurance

Insuranceprogramfinancedby governmentthroughtax revenuesthat
guaranteecitizens financial benefits for events which are beyond
individual control, suchasold age,disability andpoor health. Payment
is irrespectiveof the needsand is usually basedon employmentand
income.

Basedontheprincipleof solidarity
Contributionbasedn ability to pay
Resourcearepooledtogethelamonga largepopulation
It enhancesecurityof eachindividualin thegroup.

Higherincomeearnerswill subsidizethosewith lowerincomeandthose
with lower healthneedswill subsidizehosewith higherhealthneeds.

3.3.4 Community Sponsoredinsurance

A communitybasedorogramwhich normally operatesn the rural areas
and mostly localized e.g. health care schemein Thailand, Tsongain
KwaraState Nigeria.

Other typesof HIS include
3.3.5 Direct

Here the Health InsuranceSchemebuilds or rentsits own health care
premiseexclusivelyfor theuseof theinsuredpersons.
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3.3.6 Indirect

Here the scheme makes contracts with selected providers for the
provision of defined servicesat negotiatedprices, the authority rather
thantheinsuredpersonsnakeshe payment.

3.3.7 Reimbursement

The patientbuys his own medicalcarein the private marketand then
sendsthe receiptedbills to the insured who reimbursesthe insured
personreitherfor partof thefull costor onthe basisof standargpayment
for a particular servicewhich will normally be well below the prices
actuallypaid.

SELF ASSESSMENTEXERCISE 3
List thetypesof healthinsuranceschemendexplaineachtypebriefly
3.4 ProblemsOf Health Insurance Include:

- Increasingcostof healthcare

- Some private insurancecompaniescharge people at different
rates basedontheirownpersonahealth

- Somemedicalproblemsmaynotbe coveredoy thescheme

- Health care recipientis not involved in negotiatingthe cost of
care. Some health care providershave popularand unpopular
waysof controllingthesecosts.

Some providers may have different ratesfor the sameprocedurefor
thoseinsuredandthosenotinsured.

3.4.1 ProblemsWith Private Health Insurance

Theretwo main problemsand theseare adverseselectionand moral
hazard.

Adverse selection - Describesthe tendencyfor only those who will
benefit from insuranceto buy it or participatein it. Adverseselection
canleaveaninsurancecompanywith primarily sick subscribegsnd will
havethe problemof balancingout the costof medicalexpensesvith a
large numberof healthysubscribersThis is becauseunhealthypeople
are more likely to purchasehealth insurancebecausethey anticipate
heavy medical bills whereasthose who consider themselvesto be
healthymay decidethat medicalinsurancas an unnecessargxpenseif
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they seea doctoroncein a yearandit costsN500.00,that much better
than making monthly insuranceof N600.00. The insurancecompanies
too candenythosewith medicalhistory suggestiveof a future a heavy
financialburdenmaybedeniedor screeneaut.

Moral hazard — Describesthe stateof mind and changein behaviour
that resultsfrom the knowledgethe healthinsurancewill take care of
medicalbills and peoplethereforeoverusemedical care since they do
notincur out-of —pocketexpensesWherehealthinsurances in practice,
peoplewho do not haveinsurancecoveror are under-insurednay wait
for too long out of fear of high medicalbills until the illness become
life-threatening.

SELF ASSESSMENTEXERCISE 4

Describeheobservedindlikely problemsof healthinsurancescheme
from yourview of our healthsystem.

4.0 CONCLUSION

Health insuranceis an option of health finacing that is usedin most
developedcountriesand increasingnumberof deveopingcountriesare
alsopractisinghealthinsuranceschemelt convertsunpredictablduture
expensento paymentghat canbe budgetedor in advanceThereare
varioustypesof healthinsuranceschemeThe schemenow appearo be
a sustainablavay of financing healthcareandreduceshe problemof

‘cashand carry’ healthfinancingand this to a large extentreducesthe
emergencyinancialburderwhenhouseholdeedto utilize healthcare.

5.0 SUMMARY

This unit hasgiven you a definition of healthinsuranceand described
the varioustypes of healthinsurance.They include private and public
healthinsurancedirect and indirect health insurance social insurance,
community health insuranceand reimbursemenhealth insurance.The
variousproblemghatcanbe encountereth healthinsuranceschemeare
describedn this module.Also describedare the two main problemsin
privatehealthinsurancevhich are;adeverseselectiorandmoralhazard.

6.0 TUTOR MARKED ASSIGNMENTS

1. Describehevarioustypesof healthinsurancescheme
2. What are the commonproblemsof private and public health
insurancescheme?
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1.0 INTRODUCTION

Healthis fundamentato the socio-economiclevelopmenbf anynation.
Nigeria like many other countrieshave its people health funded by
government,but as result of the inadequacyof governmentfunding
severabtheroptionsin healthcarefinancingarealsoin place.

All tiers of governmenareinvolvedin healthcarfinancingeventhough
the level of health they fund differ. The proportional allocations of
moneyto healthsectorout of the total budgetaryexpenditureby these
tiers of governmentvary considerably.Effective use of the meager
financial resourcesavailableto the health sectorin Nigeria remainsa
problemandchallenge.

2.0 OBJECTIVES
In thisunit learnersareexpectedo:

- Understandhe whatthe NationalHealthPolicyis on HealthCare
Financing
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- Know aboutthe variousrolesof the differenttiers of government
in Healthcarefinancing

- Be able to describethe variousoptionsin healthcare financing
thatis usedin Nigeria

- Familiarizethemselvesvith the patternin healthcareexpenditure
in Nigeria

3.0 MAIN CONTENT
3.1 National Health Policy on Health Care Financing

The 1988 National health policy declaresthat Federal and State
Governmentshall review their allocation of resourcesto the health
sector and within available resourcesgive priority to primary health
care,communityresourcesreto be mobilizedin the spirit of self-help
andself-reliance.

In the 1988 policy it statesthat efforts shall be madeto redistribute
financial allocationamongprimitive, preventiveandcurativehealthcare
servicesto ensurethat more emphasisis placed on primitive and
preventiveservicetherhighlightson healthcarefinancinginclude;

- Explorationof healthinsurancescheme

- User chargesfor curative servicesbut subsidizedpreventive
services

- Public assistanceshall be provided to the socially and
economicallydisadvantagesegmentsf thepopulation

- Governmentsof the Federationshall encourageemployersof
labour to participate in financing health care services to
employees

- Within the rights of individualsto participatein the economyof
the nation, private individuals shall be encouragedo establish
andfinanceprivatehealthcareservicesn under-servedreas.

- Within the concept of self-reliance, communities shall be
encouragedto finance health care directly or find local
communitysolutionsto healthproblemsthroughcontributionof
labourandmaterials

- Mechanismsshall be establishedo undertakecontinuingstudies
on benefitof varioushealthprogrammersn relationto costsand
inclusion of analysisof needsin terms of cost, material and
personnelin all considerationof health technologyand of the
establishmerandmaintenancef healthinfrastructure.
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SELF ASSESSMENTEXERCISE 1

List themajorhealthcarefinancingissuesaddressetly theNational
HealthPolicy

Recentlythe public sectorreformof governmenhasits own formin the
health sector,which is referredto as the health sectorreform. Health
sector reform seeksto improve efficiency in service delivery, make
healthcareaccessiblendprovide quality healthservice.Governments
now outsourcingsome of the servicesin the health facilities like
Laundry, Security service,Kitchen among others. Governmentis also
promotingpublic privatepartnershipn healthcaredelivery.

3.2 Health Financing By Tiers of Government
Local Government

The provisionof primary healthcareis largely the responsibilityof the
variousLocal Governmentsvithin their Local Government®Areas.Each
the Local governmentsre expectedo providethe variouscomponents
of PHC.Thisrequiredacilities,equipmentandpersonnel.

The Local Government provides funding for this levels of care
particularlythe publicinstitutionsprovidingthis care.

State Government

The State governmentsprovide secondary health care which is
specializedcare to patientsreferred from the Primary Health Care
through in-patient and out-patient services of hospitals for general
medical surgical pediatricpatientsandcommunityhealthservices.

Specialized supportive services such as Laboratory, Blood Bank,
Rehabilitationand Physiotherapyservicesare supposedo be available
at this level. This type of careis expectedo be at the level of districts,
Localgovernmentandzonallevelsof eachState.

In additionto the secondanhealthcareservice,the StateGovernments
alsoprovidesupportivePHCservicedo theLocal Governments.

Federal Government

The FederalGovernments involvedin provisionof specializedservices
through TeachingHospital and other special hospitalswhich provide
care for specific diseaseconditionsor specific group of patientse.g.
Orthopedic,0Ophthalmic, Maternity and PediatricHospitals. This level
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of carerequiresbig facilities, infrastructuresand equipmentas well as
highly skilled personnel.This is financedby the FederalGovernment
although presently some State governmentsnow get involved in

provision of this level of care.In addition to this role, the Federal
Governmentalso provide supportiveand supervisoryrole to Primary
Healthcareatthe StateandLocal Governmentevels.

SELF ASSESSMENTEXERCISE 2

Write briefly onwhateachtier of governmentinancein healthcare
deliveryandgive specificexamples

3.3 Optionsin Health Care Financing
GovernmentFinancing of Health Care

This option hasin Health care financing has beenin place since the
colonial period. From independencegovernmentcontinued to fund
healthcarein form of primitive, preventiveand curative healthcareas
describedibove.

In the past there were some governmentshad free health care
programmersvherethe governmenimakehealthcarefree to its people
and bearthe cost of suchcare. The coverageof suchhealth care was
howevergrosslyinadequateln view of the very costrequiredto provide
suchfree healthcarewhich someof the Stategovernmentvere unable
to provide, the free health care programmersvirtually became‘no’
healthcare.Somepatrticularhealthneedsarestill providedfree by some
Stategovernmene.g.freeeyetests maternakare,childrencare.

Usercharges

This option in healthcarehasbeenin placeover a long periodthough
initially atalow scalebut now increasingand now the mostdominantin
health care financing in Nigeria. This is with its advantagesad
disadvantagesRemember you learnt the various advantagesand
disadvantagesf this option in health care financingin Unit 6 of this
module.Affordability of costof healthcareis a big problemto many

Nigerians and this is affecting utilization of services.Unfortunately
patientsgo for alternativesthat are usually sub-standardn terms of
qualityof care.
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Community Financing

In Nigeria there are severalcommunity basedorganizations Some of
these organizationsengagein self-help projects which include health
relatedactivities.Somecommunitiesrectbuildingsfor healthcentre.

Some provide labour to augmenthealth care financing in their areas.

Communitiesaresometimesnvolvedin preventivehealthcareservices
| theform of diggingof publicwells, constructiorof publiclatrines.

Somecommunitiesare howeverfacedwith poor contributionsto sustain
projects they had earlier embarkedupon. At the same time some
community projects that were completed and handed over to
governmenarepoorly maintained.

Health Insurance

The National Health Insuranceschemewhich had beenon the drawing
boardfor decadesn Nigeriahasbeenlaunchedandis in its early phase
of implementationMost of the peoplecurrentlyenrolledon the scheme
are public civil servants.The schemewith time will cover increasing
numberof peoplein thecountry.

Privatehealthcarefinancingis also availablein someurbansettingsin
Nigeria. Unit 9 discussin more details health insuranceschemein
Nigeria.

Foreign Aid

Nigeria receives foreign aid from several International Agencies,
bilateral governmentagencies.Some of these funds are channeled
throughthe National PlanningCommission. A numberof International
Agenciesalso channelfunds directly to variouslevels of government,
Non-GovernmentaDrganizationgndReligiousgroups.

SELF ASSESSMENTEXERCISE 3

I. Describehevariousoptionsof healthcarefinancingin the
communitywhereyouwork.

il. List areasof differencesn healthcarefinancingoptionsin the
communitywhereyou comefrom.
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3.4 Health Care Expenditures

Total public health expendituresconsistof expensesncurred in the
provisionof all forms of healthcareby all levelsof governmentThere
is insufficient dataon this. Available datapoint to the fact that public
expendituresin the health sector has been very low either when
comparedwith those of other key sectorsof the economy,such as
education,agriculture, etc or when expressedn percentaggermsin
relationto the grossdomesticproduct. Total governmenexpendituran
relation to GDP ranged from 4.3-5.5% from 1998 to 2004. In
percentageterms Federal health sector in relation to total Federal
governmenexpenditurefuctuatedbetweerD.98%and2.51% between
1980 and 1990. Recentdata suggesta little increasein percentage
budgetaryallocationto the health sectorbut still far short of World
healthOrganizatiorecommendationf a minimumof 15%to thehealth
sector.

While the health sectorin the 70s and early 80s consumeshetween
2.0%and3.0% of the Federalrecurrentoudgetaryallocation,its sharein
the StateandLocal Governmentevelsrangefrom 10- 11%and31- 40
% respectively.Between1998 and 2004 governmentexpenditureon
healthasa proportionof total expenditurgangedoetweerB8.1—7.1%.

Total health expenditurereveals that at all levels of government;
recurrentexpenditurestake the lion share.At the Federallevel, the
recurrentshareof the health budgetwas between64.8% and 70.0%
betweerl980and1990.

Also on the averagdor StateandLocal government80.0%and90.0%
of the healthbudgetis devotedto recurrentexpenditurepersonnekost
dominate the recurrent expenditure.User fee (out-of-
pocket

expenditure)s the predominanéexpenditurdor healthcarein Nigeria.

As a proportionof total expenditureon health,userfeesrangedfrom
90.4— 95.0%betweeril998and2004.

Federalallocationto Primary Health Care (PHC) has beennegligible
lessthan0.5% of recurrentexpendituresAlthoughthe proportionis still

low, thereis an indication that the policy emphasison PHC in recent
time hasled to a gradualincreasan the level of its funding. However,
major part of the State and total Local governmenthealth budgetis
devotedo PHC.
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Out of the total budgetary allocation to the health sector, a
disproportionateligh percentagés expendedn recurrentexpenditure
to the detrimentof capitalexpenditureThis is responsibldor the rapid
declinein standardof public healthfacilities, poor infrastructuresand
inadequatequipmentgor healthservices.

SELF ASSESSMENTEXERCISE 4
Write onthe majorfeaturesf healthcareexpendituregn Nigeria
Table 1: National Expenditure on health

NIGERIA : National Expenditure on
Health

A. RATIOS AND
LEVELS 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004
1. Expenditure ratios
Total expenditure on 55 |54 [43 |53 |50 |50 |51
health (THE) % GDP _ _
General government 26.1 [29.1 | 335 | 314 |256 [255 |274
expenditure on health
(GGHE) % THE
Private expenditureon | 73.9 | 70.9 | 665 | 68.6 | 744 (745 | 726
health (Pvt THE) %
THE _ _
GGHE % General 71 (54 42 |32 |31 |32 |35
government
expenditure
Social security 0 0 0 0 0 0 0
expenditure on health
% GGHE

Net out-of-pocket 95.0 948 1927 | 914 904 [91.2 |91.3
spending on health
(OO0Ps) % Pvt THE
Private prepaid plans 24 |34 |51 |65 |67 (67 |66
expenditure on health
% Pvt THE
Externally funded 3.1 [ 138 | 162 |56 |61 |53 |46
expenditure on health
% THE

73



ECO 449 HEALTH ECONOMICS

IL. Per capita levels |
THE per capita at 16 | 17 | 18 | 19 | 19 | 22 | 26
exchange rate (USS)
GGHE per capita al 4 5 6 6 5 6 7
exchange rate (USS) | |
THE per capita at 47 48 39 50 | 49 51 55
international dollar
rale

GGHE per capita at 12 14 13 16 12 13 15
international dollar
rate

Source—- WHO web site
4,0 CONCLUSION

Healthcarefinancingis addressetly the NationalHealthPolicy.
Adherencedo the NationalPolicy on healthfinancingdoesnotappear
satisfactoryGovernmentundsbothpreventiveandcurativehealthcare
butthegapin fundingoverthe yearshasbroughtin otheroptionsin
healthcarefinancing.Availabledatasuggesthatuserfees(out-of-
pocketexpensess the highestcontributorto healthcarefinancingin
Nigeria.Generallygovernmentundingof healthcarein Nigeriais far
belowWHO requirement.

5.0 SUMMARY

In this unit you havebeenputthroughthe Healthcarefinancingfrom
the perspectivef the NationalHealthPolicy. Thevariousoptionsof
healthcarefinancingin NigeriahasbeendescribedThis unit alsohelps
youto understandhetrendandpatternin healthcareexpendituresm
Nigeriaandthiswill helpyouunderstandhe currentstateof health
facilitiesandservices.

6.0 TUTOR MARKED ASSIGNMENTS

1. Describehevariousoptionsin healthcarefinancingin Nigeria.
2. Write on the pattern and trend in health care expenditurein
Nigeria.
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1.0 INTRODUCTION

Health InsuranceSchemeis now in placein Nigeria asone of options
for health care financing. The history of health insuranceschemein
Nigeria is over 3 decadesbut not until 1997 that the schemewas
officially launched.The implementationof the schemein Nigeria is
plannedto be in phasescommencingwith pubic civil servantsPrivate
sectorinvolvementis incorporatedinto the schemewith the use of
Health Maintenance Organizations(HMOSs) to collect contributions
from participantsaandalsopayprovidersof services.

2.0 OBJECTIVES
In this unit readerswill be madeto:

- To knowthe historicalbackgrounaf Healthinsurancen Nigeria

- Know the objectivesof the schemeandthe healthcarecoveredby
thescheme

- Understandiow the schemeavorks

76



ECO 449 MODULE 3

3.0 MAIN CONTENT
3.1 Historical Perspective

In Nigeria the first searchfor health insurancesystemstartedin1962
during the first republic. The federal governmentinvited Dr. Halevi
through the International Labour Organization (ILO) to look into
startinganhealthinsurancesystemn Lagos.

Dr. Halevi supportedthe systembut the Nigerian Medical Association
opposedt. Thecivil war years,causedhe matterto be shelvedbut was
resuscitatedy the National Council on Healthin the early 80s, two
decadesfter. The Minister of Health,Admiral PatrickKoshoni,on the
adviceof the National Council of Healthcommissioned studyled by
ProfessoiDiejomaohof the Nigerian Institute for social and economic
research(1984). This was later followed in 1965 by a feasibility study
chairedby Mr. Yinka Lijadu of the National InsuranceCorporationof
Nigeria which found the schemefeasible, workable and desirablein
Nigeria. Finally, in 1988, Professor Olikoye Ransome
Kuti,

commissionedhe National Committeeon Establishmenbf the NHIS,
chaired by Emma-Eronini and recommendedhhe capitation model,
which is easyto run and almosttailor madefor our healthsystemand
traditions. The United Nations DevelopmentProgramme(UNDP) and
InternationalLabour Organization(ILO) consultantsalong with others
conducted their own studies in Nigeria to provide costing, draft
legislationandimplementatiorguidelinesor establishinghe schemean
1992. Thenthe federalexecutivecouncil, which had given its approval
in 1989, directedfederalministry of healthin 1993to startthe scheme,
whichwaslaunchedn 1997,andfinally signedto law in May 10,1999
by thethenHeadof StateGeneralAbdulsalamAbubakar.

SELF ASSESSMENTEXERCISE 1
Write a shortessayonthehistoryof healthinsuranceschemen Nigeria.
3.2 NHIS: The Nigerian Concept

It is a socialhealthsecurityarrangemento providefinancial securityto
the citizensagainstunforeseenll health.A schemeestablishedy law
number 35 of 1999 to improve health care delivery by providing a
sustainablealternative source of funding health care services. The
schemaworks on the principle that higherincomeearnerswill subsidize
those with lower income; and those with lower health needs will

subsidizethosewith higherneeds.Resourcesre pooledamonga large
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populationso that sufficientfund will be madeavailableto take careof
individualsneedinghealthcareat any onetime. It will be a solutionto
the problemof inappropriateuseof the levels of healthcareleadingto
unnecessaryostsandunderutilization.

It guaranteeaccesso healthcareasof right to participants.

The establishmendf the schemavasinformedby the generalpoor state

of the nation’shealthcareservicesespeciallyin relationto accessibility,

quality of servicesrendered,utilization and distribution, the excessive
dependencand pressureon the governmentprovided health services,
anddwindlingfundingin thefaceof rising costof heathcareservices.

3.3  Objectivesof the scheme
Theobjectivesof NHIS include:

1. To ensurethat every Nigerian has accessto good health care
services.

2. Protectingfamilies from the financial hardshipof huge medical
bills.

3. To ensureequitable distribution of health care costs among

differentincomegroups.

Limiting therisein the costof healthcareservices.

To improve and harnessprivate sector participation in the

provisionof healthcareservices.

6. To ensureequitablepatronagef all levelsof healthcare.

7. To maintainhigh standardf healthcaredeliveryserviceswithin
thescheme.

8. To ensureavailability of fundsto the healthsectorfor improved
services.

9. To ensureefficiencyin healthcareservices.

10. To ensureadequatedistribution of heath facilities within the
federation.

ok

SELF ASSESSMENTEXERCISE 2
List theobjectivesof theNationalHealthinsurancescheme
3.4 Health Care Benefitsof the Scheme

The benefitsderived from participatingin the schemeare defined by
law, arefairly comprehensivandincludethe following:
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1. Definedelement®f curativecaresuchas:

Outpatientattendance

Maternitycarefor upto four birthsfor everyinsuredperson
Consultatiorwith definedrangeof specialist

Hospitalcarein a public or private hospitalin a standardvard,
duringa stateddurationof stay,for physicalor mentaldisorders.
Eye examinationand care, excluding tests for and the actual
provisionof spectacles

- Defineddentalcare:

1. ConsultantQral examinationpreventivecareandpainrelief

2. Preventivecare including immunization,family planning,ante-
natal,post-natatareandhealtheducation.

3. Prescribedlirugsanddiagnostidests

4. Prostheseandrehabilitation

Fromthe aboveit is evidentthat the contributionof a small affordable
amountbuysalot in termsof healthcare.

3.5 How the SchemeWorks

For participationin the schemecontributorswill first registerwith an
NHIS approvedHealth maintenanc®rganizatioHMO) andthereatfter
register with a primary health care provider of his choice for an
approvedlist of providers supplied HMOs. When a contributor is

registeredhe will be issuedan Identity card (ID) cardwith a personal
identification number.In the eventof sicknesshe contributorpresents
his ID card to his chosenprimary health care provider (PCP) for

treatmentA contributorhasa right to changehis PCPafter a minimum
period of six monthsif he is not satisfiedwith his services.Disputes
betweeractorsin the schemeshall be settledby arbitrationboardsto be

set up at state level, whose membershipincludes representativeof

NMA; Pharmaceuticabocietyof Nigeria; The National Associationof

Nigerian Nursesand Midwives and the public. The HMO will make
paymentfor servicesrenderedto him to the health care provider. A

contributormaybe askedio makea small co-paymenper prescriptionat

thepointof service.

A contribution madeby the insuredpersonentitleshimself or herself,
spouseand four children under the age of 18 yearsto full health
benefits.Howeverstudentsn schooluponto the age25yearsqualify as
dependants. Extra contributions will berequired for additional

dependantsContributionto be madeby formal sectoremployeesfor
healthbenefitsunderthe schemewill be 15% of wagesthe paymentof
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which will be by both the employeeand the employer.The employee
pays 5%, while the employer makes up the remaining 10%. The
employee'spart of the contributionis to be deductedrom his pay with
the employer adding his own and subsequentlifforwarding the total
paymento theappropriateuarters.

Theimplementatiorof theschemas plannedo bein phaseso coverall
Nigerianscategorize@sfollows:

1. Employersin the formal sector (public and private) — their
contributionwill be paid by their employersandthosein public
sector by the federal state local governmentsParastatalsand
agenciesisappropriate.

2. Self-employedberson(marketwomen, traders,artisans farmers
and Businessmeretc) — they will be encouragedo pay their
contributions either by themselvesor through cooperatives
formedby them.

3. Rural dwellers —for this group suitably priced programmers
designedfor them will be implementedin consultationwith
variousorganizationsuchasthe communitybanks,cooperatives,
local stateandfederalgovernmentaswell asdonoragenciesand
otherNGOs.

4. Vulnerablegroupswhich include the unemployedthe aged,the
disabled the streetchildren, the retardedand the retirees— their
contribution will be paid on their behalf by the federal
government,state governmentand local governmentsNGOs,
local communityandphilanthropists.

It is howeverimportantto emphasizethat coveragewill be phased
starting with employeesin the formal sectorrepresentinga definable

group.
SELF ASSESSMENTEXERCISE 3

Write briefly on howthe NationalHealthinsurance&Schemevorks
4.0 CONCLUSION

The Nationalhealthinsuranceéschemas setto provideaccesdo quality
health careto all Nigerians.Quality, accessibleand sustainablehealth
carethatis adequatelyunded,will be guaranteein@ healthypopulace,
alsoprovide an economicallyproductiveone, the benefitsof which will
be accruableto the individual, the organizationandto the Government.
The schemeis alreadybeing implementedin the country and started
with workersin the publicsector.
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5.0 SUMMARY

In this unit you havereadthroughthe history of healthinsurancescheme
in Nigeria and the objectivesof the schemewere itemized. Also the
various benefitsof the schemeare listed. You have also beenable to

understandhow the schemeworks. The next unit will discussthe
strategiesndactionpointsin theimplementatiorof thescheme.

6.0 TUTOR MARKED ASSIGNMENTS

Write anessaynthehistoryof Healthinsuranceschemen Nigeria.
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1.0 INTRODUCTION

In Unit 9 you readthroughthe history of healthinsuranceschemein
Nigeria, the objectivesof the schemeas well as the benefits of the
scheme.

In this unit you will be exposedo the strategiesn the implementation
of the schemein Nigeria. In the evolution of the National Health

InsuranceScheme the recognitionof inefficient and inappropriateuse
of resourcesas prevalentand recurring problemsin the health sector,
informedthe decisionto makethe schemeprivate-sectodriven. This led

to theintroductionof HMOs asintegralstakeholdersh scheme.

2.0 OBJECTIVES
In this unit readerswill be madeto:

- know the strategiesfor the implementationof National
Healthinsurancen Nigeria

- Know the actionpointsin theimplementatiorof NHIS

- Understandhe classificatiorof the varioushealthcareprovidersin
thescheme
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3.0 MAIN CONTENT
3.1 Strategies/ImplementationAction Pointsin Nigeria
3.1.1 Useof HMOs

As thefinancialmanagersf theschemendtheir functionsinclude:

1. Collection of contributions from eligible employers
and
employees

2. Collectionof contributiondorm othercontributors

3. Paymenbf healthcareprovidersfor servicegendered

4. Maintenanceof quality assurancen the delivery of healthcare

benefitsunderthescheme.

Privateor public individuals /establishments may formthese
organizationswhich are limited liability companiessolely formed for
the purposeof provisionof healthservicesandregisteredy thescheme.

SELF ASSESSMENTEXERCISE 1

I. Whatis Healthmaintenanc®rganizatio(HMO)?
. Mentionsomeof their functions.

3.1.2 Involvement of Insurance Companies

The NHIS saw a needto entrustthe provision of the malpractice
insuranceto only reputable and reliable companies.The role of
Insurancein the Schemealso includesHealth care delivery as Health
Insuranc&Companies.

As the private sector has now beenallowed full participationin the
operationof the National Health InsuranceSchemethe operativefrom
this sectorareto be:

1. Health MaintenanceOrganizations(HMOs) to be formed by
HealthCareManagemenprofessionals.

2. Health InsuranceCompanieqHICs) to be formed by insurance
professional$or thepurposeof NHIS.

An insurancecompanywith adequateresourcescould form a health
insurancesubsidiaryfor this purpose.In the alternative;a number of
companiegnayjointly registera HealthInsurancesubsidiaryHowever,
therole of bothHMOs andthe HICswould be the sameasbothof them
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would ensurethat Health Providersprovide the requiredhealthcareto
theinsureduserunderthescheme.

To be ableto performthis role the HealthInsuranceCompaniesnustbe
registered by the Corporate Affairs Commission,
satisfythe

requirementsf NationallnsuranceCommissiorandmustultimatelybe
registeredby the National Health InsuranceCouncil. As the schemeis
expectedto take off initially only in some pilot states,eachHIC is
expectedo putin placenecessarfacilities for efficient operationin the
zonein which the companywill operate.For properfunctioning, it is
advisablethat Health care managemenprofessionaldorm part of the
healthinsuranceCompanies.

The HICs are expectedo be associateavith HMOs who will carefully
selectfrom the registerechealthcareproviders thosetheywould usefor
their key role of health care delivery to their insured. Properrecord
keeping and regular monitoring of their operations,using modern
informationtechnologywill enhancehesucces®sf thescheme.

SELF ASSESSMENTEXERCISE 2
In whatwayscaninsuranceompanie®einvolvedin NHIS?
3.1.3 Malpractice Insurance

In orderto ensureseriousness the Healthcareprovidersandalsothat
compensations available for an aggrieveduser of their service or
negligencethe NationalHealth InsuranceSchemerequireseveryhealth
careproviderto havein force malpracticensurancelt is expectedo be
one of the conditionsof their registration.As medicalpracticeis noted
for its nomenclature malpracticeinsuranceseemsto be the medical
nomenclaturéor professionaindemnityinsurance.

Apart from the physician, all other professionalsin the health care
provider’s outfit such as  nursesnidwives, pharmacists,
physiotherapists, radiographers shouldpossess valid professional
indemnity insuranceeither as an individual or as a corporatebody,
dependingontheirmodeof operation.

SELF ASSESSMENTEXERCISE 3

How relevantis malpracticensurancen healthcaredeliveryin
Nigeria?
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3.1.4 Registration/ Licensing Of Health Care Providers

A healthcareprovider is a licensedgovernmentor private healthcare
practitioneror facility registeredby the schemefor hate provision of
healthbenefitsto contributorsandtheir dependants.

They are classifiedunder the schemeas either a primary health care
provideror afee-forservicehealthcareprovider.

The primary health care provider (“gate-keeper”)will serve as first
contactwith the caresystemandtheyinclude:

privateclinic/ hospital

PrimaryHealthcarecentre(privateor Government)
Nursingandmaternityhomegoverseeriy adoctor)

Outpatient departmentof General, Specialist and Teaching
Hospitals.

Paymentor servicegenderedy theseprovidersto contributorsshallbe
by capitation.This is a predeterminedumof moneypaid by the HMOs
on behalf of a contributorfor servicesrenderedby the provider. This
payments mademonthlywhetheror not the servicesareused.The fee-
for-servicehealthcare providerinclude: specialistdoctors,pharmacists
laboratoryscientistsradiographerghysiotherapistanddentists.

The provider shall only provide servicesto the contributoron referral
from the primary healthcareprovider,the essencef which is to ensure
the appropriateuse of the levels of health care for efficiency. Their
paymentvill be madeimmediatelyon completion.

3.1.5 Paymentsystem

Health providersunderthe schemewill be paid either by capitationor

fee-for servicerenderedCapitation:is the paymentto a primary health
care provider by the HMOs on behalf of a contributor for services
renderedThisis mademonthlywhetheror nottheservicesareused.

Fee-for service-: this is madeby HMOs to non-capitalreceivinghealth
care providerswho rend serviceson referral from other health care
providers.

Whenthe aregisterecclient in a healthfacility consumesomeform of
healthcare,the client is requiredto paydirectly to the provider10% of

the total cost of care consumedthat are within the coverageof the
scheme.
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3.1.6 Responsibilitiesof the Provider

The NHIS is a worthwhile schemethat will be of immensebenefitsto
the entire stake-holdersincluding the health care providers.But any
provider who hopes not only to survive but also grow in the new
dispensatiormust be well equippedto cope with the changeshat are
imminent with new health care funding arrangements.A good
understandingof the principles of the NHIS is imperative. For the
schemeo succeedhereareresponsibilitieamposedon the healthcare
providersandtheyinclude:

- Provisionof agreedserviceghatareof goodquality to the patient
atall times.

- The provision and maintenanceof standardfacilities in their
establishment

- Providers’ facilities are required by law to set up quality
assurancerogrammedSuchprogrammersnustbe well-defined,
comprehensive,problem-focused, effective, well-coordinated,
andflexible andcostefficient.

- Creating means effective communicationwith patients, their
relationsand friends and putting in place an efficient feedback
mechanisnto gettheviewsof patientsmonitortheir  reactions
andlevel of satisfactiorwith the types/quality of service
offered,andensuringheneededdjustmenaremade.

- The provider should at all times abide by the provision of the
legal agreemenetweerhimselfandtheHMO.

- There should be in place organizedbooking systemto reduce
waitingtime for patientdo a minimum.

3.7 Classification of Health Care Providers
1. Primary Health Care Providers
Firstcontacwith the Schema.e. gatekeeperd.hesenclude:

PrimaryHealthCareCenters

)] Comprehensivhealthcarecenters

i) NursingandmaternityhomegWith proveof acces$o Medical
Practitioner).

i)  Out-patient departmentsof General Hospitals,
Specialty
Hospitals, Specialist Hospitals, Federal Medical
Centers,

Teaching Hospitals, Armed Forces, the Police and other
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uniformed  services Hospitals/Clinics, University
Medical

CentersandFederalStaff Clinics/Hospitals.
Non-specialisprivatehospitalsandclinics.

Secondary Health Care Providers provide health serviceson
referralfrom PrimaryProviders

Theséanclude:

)

i)
i

iv)
Vi)
vii)
viii)

4.0

General/DivisionaHospitals(out-patientspecialistcareand
in-patient care for medical, surgical, pediatrics, obstetrics
andgynecologyetc),
SpecialisHospitals/Referenddospitals
FederaMedicalCenters

Pharmacies

Laboratories

Dentalclinics

Physiotherapglinics

Radiographyentersetc.

Tertiary Health Care Providers provide health serviceson
referralfrom primaryandsecondarjevels.Thesdanclude:

i) Teachinghospitals

ii) Specialishospitals,

iii) Specialty/specializeldospitalqorthopedicpsychiatricetc),
iv) Federamedicalcentresand

V) Military referenceénospitals.

CONCLUSION

TheNationalhealthinsuranceéSchemas setto provideaccesgo quality
healthcareto all Nigerians.Beneficiariesof the schemeregisterwith a
Health MaintenanceOrganizationthat collects contribution from the
employeeand employerand also make paymentto providersof health
services.Clients are expectedto make use of healthfacility througha
primarycareproviderwho refersthe patientto otherlevelsif necessary.

5.0

SUMMARY

Private participation in the scheme through Health Maintenance
Organizationshas been described.The strategiesand implementation
actionpointsof the schemearealsodescribedn this unit. You havealso
beenexposedo the classificationof healthfacilities for the purposeof
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effectivefunctioningandreferralsystemwithin thescheme.
6.0 TUTOR MARKED ASSIGNMENTS

1. Write an essayon the Operationsof the National Health
Insurancescheme
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1.0 INTRODUCTION

Economic evaluation is now becoming increasing important and
relevantin health care delivery. In view of scarceresourcesgdecision
makers need to know how best to use the little available funds
judiciously. Through economicevaluationvarious strategiesof health
caredelivery can be comparedobjectively makingit relatively easyto
choosdhebestandmostefficientservice.

2.0 OBJECTIVES
In thisunit thelearneris to:

- Understandvhateconomicevaluations
- Thevariousmethodsf economievaluation

3.0 MAIN CONTENT
3.1 Costs-BenefitAnalysis (CBA)

Comparesthe cost incurred and the benefits obtainedform the health
careon the diseaseWhenthe benefitsexceedcosts,the resourcehave
beeneffectively utilized. Cost benefit analysiscompareghe costsand
benefitsin usingresource# a specificway asagainstlternativeuses.

Cost benefit analysisallows for the identification, measurementand
comparisonof the benefits and costs of a programmeor treatment
alternative. The benefits realized from a programmeor treatment
alternativecomparedwith the costsof providing the programmeor
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treatmentalternative.Both the cost and the benefitsare measuredand
convertedinto the monetaryequivalentin the yearin which they will

occur. Future costs and benefits are discountedor reducedto their
currentvalue.The costsandbenefitsare expresse@sa ratio (a benefit—
to-costratio). If the Benefit/ Costratio is greaterthan 1 the programor
treatmentis of value, i.e. the treatmentbenefit outweigh the cost of
providing the programmeWhereBenefit/ Costare equalto 1 thenthe
benefitsequal the cost. If Benefit/ Cost are greaterthan 1 then the
programor treatmentis not economicallybeneficial. To measurein

monetaryterms the benefit of an health intervention particularly in

developingcountriesis difficult anda majorlimitation to usingthis type
of economicevaluation.

3.2 Cost-EffectivenessAnalysis (CEA)

It comparesthe cost or effectivenessof different options of using
resourcesBecauseof the difficulty in measuringbenefits particularly
humanitarian benefits, cost-effectivenessanalysis is often used for
economicappraisalin health care. CEA is a way of summarizingthe
healthbenefitsandresourcesisedby competinghealthcareprogramsso
that policy makerscan chooseamongthem. The outcomeunlike the
inputis not measureth monetaryunit.

Cost-effectiveness-Analysiavestigatesthe best and cheapestwvay of
achievinga single objectiveby comparingeffectsand costs.The aim of
CostEffectivenesg\nalysis(CEA) is to determineoneof thefollowing;

- Which of a numberof possibleinterventionsachievesa given
objectiveatleastcost

- Givena fixed budgethe intervention maximizes the
effectivenes®f theexpenditure

The bestcost-effectivanterventionis the one with the lowesttotal costs
andin a situationwhereinterventionsareequalin cost,the betteroneis
the onewith highesteffectivenessThe most cost-effectivealternativeis
not alwaysthe leastcostly alternativefor obtaininga specifictreatment
objective.

SELF ASSESSMENTEXERCISE 1
DifferentiateCostBenefitAnalysisfrom CostEffectivenesénalysis

3.3 Costof lliness Evaluation

This identifiesandestimateshe overallcostof a particulardiseaseon a
defined population. This methodis often referredto as ‘burden-of-
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illness’ and it involves measuring the direct and indirect costs
attributableto a specific disease.This methodof evaluationdoes not
really comparevarious strategiegatherit helpsestablishthe costof a
particulardiseas®n a definedpopulation.

3.4  Costs-Minimization Analysis

Cost-minimizationanalysis (CMA) involves the determinationof the
least costly alternative when comparing two or more treatment
alternativesIn CMA analysis,the alternativesmust have an assumed
equivalencyin outcome. This method of evaluationis simple as it

comparesompetingtreatmenimodalitiesor programmeaslong asthere
is evidencehatthe outcome®f bothmodalitiesareequal.

Other forms of EconomicEvaluation

Another form of economicappraisalis quality Adjusted Life Years

(QALYS’) which is a cost-utility analysis(CUA). It allows more than

onetype of outcometo be includedunlike CEA. This howeverassumes
that there are no other objectives to health care than health
maximization.

4.0 CONCLUSION

Economicevaluationis becomingincreasinglyrelevantin health care
delivery. This will assistin makinginformed choice on most effective
strategier interventionthat can be usedin healthcaredelivery. Each
of the methodsof economicevaluationhas their limitations and the
areasin which they can be applied. Costing the benefit of health
interventionor programmeas a big challengan developingcountries.

5.0 SUMMARY

In this unit you havebeenableto readabouteconomicevaluation.This
unit also describessometypes of economicevaluationwhich include;
cost benefit analysis, cost effectivenessanalysis, cost of illness
evaluatiorandcostminimizationevaluation.

6.0 TUTOR MARKED ASSIGNMENTS

1. Describethe various methodsof economicevaluationin health
caredelivery.
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