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1. Introduction

1. The implementation of SHA1.0 has shown that there are different demands for health
accounts by countries. On the other side it is necessary to delineate a core system which
allows international comparisons about the size and structure of flows of health care services
and goods and of the corresponding financial flows between individuals, providers, and
financing agents. Therefore, this proposal for the global boundaries of SHA 2.0 distinguishes

between

e the core health counting framework defined by functions, providers and financing,
e the extended health accounting framework including beside the core health
accounting framework an expanded set of transactions.

The core health accounting framework is focusing on the consumption of health goods and
services by individuals and the society as a whole. Already SHA1.0 has defined the core
structure of the accounting framework by three basic classifications of the functions of health
care, health care provision, and health financing (HC, HP, HF). The expanded health accounting
framework adds additional aspects of the health system by including topics such as capital
formation, exports, financing sources, human resources and non-monetary health data. The
interfaces to the expanded framework are only partly described in this proposal as it will be

covered by other units.

2. The boundaries of the health accounting framework are embedded in the health system
concept. Health goods and services provided and consumed are seen in relation to health
outcomes for the population and the influencing characteristics of the health status. In
essence this means that the health accounting framework is part of a larger model, in which

the determinants of health (one of which is the health care) play a crucial role.

3. While the concept of the health system gives the background for the definition of the
boundaries of health accounts, the concept of national accounts provides rules to structure
the transactions of macroeconomic accounts. Most of the boxes shown in Figure 1 are also
used in the structure of an input-output table used in national accounts. The health accounting

framework in the middle of these boxes presents the health goods and services consumption,



delivery, and financing described by the classifications on functions, providers and financing.

Details of the links to the other boxes are described in the Unit 5 and Unit 6.
Figure 1: Elements of the core and extended health accounting framework of SHA
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* HP, HC, HF refer to ICHA of SHA 1.0, RC and FS to the Producer Guide. Paid household activities and
occupational healthcare are part of the Core accounting framework.

4. In the accounts the focus is on transactions, most taking place on health care markets
(market defined as the meeting place of providers of products and the consumers and the
third party payers). However, the complete system is not limited to the market and its
transactions; data on outcomes and information on determinants can be added in order to

provide the users of the accounting system with a more complete picture.



2. Defining health services and health system

2.1 Health boundary: focus on functions

5. There are different possibilities to delineate the boundaries of health services. SHA 1.0 has
introduced the functional classification of health care ICHA-HC to define the activities to be
included in health accounts and to structure these activities. Activities of health service
delivery require resources such as health personnel or medical technology. The provision to

individuals implies an economic flow from providers to consumers.

6. Following the concept underlying the design of the functional classification of health care
ICHA-HC of SHA1.0 the boundary is defined by the sum of activities performed either by
institutions or individuals pursuing, through the application of medical, paramedical and
nursing knowledge and technology, the purpose of improving, maintaining and preventing the

deterioration of the health status of persons.
This purpose can be performed by aiming at:

=  protection and promotion health

= prevention

= diagnosis curing illness

= caring for persons affected by chronic illness

= caring for persons with health-related impairment, disability, and handicaps

= palliative care

= providing public health;
The prerequisite of a basic level of medical and nursing knowledge refers in most cases to
national standards of accreditation or licensing for health care personnel. This qualifies them
to practice their medical and nursing knowledge. SHA 1.0 states: “Boundary cases are
traditional medicine or accepted alternative practices such as Chinese medicine,

anthroposophic medicine, etc., which have to be dealt with individually on a country-by-

country basis.”

7. As described by the functional classification of health goods and services of SHA 2.0 the

following functions are included:

e Diagnosis

e Prevention



e (Cure
e Care, and

e Governance.

8. The defined set of purposes or functions of health (including goods and services rendered) is
the core concept in the system of health accounts linking the various dimensions

(consumption, provision and financing).

9. Administration is an embedded activity in every production process and as such included as
an inherent part of the functions mentioned here above. The functions of health care as

described in the functional classification are, however,

e Including administrative services, necessary for the control and the management of
the health system (such as provision and financing)
e providing and administering health programmes, administration of social and private

health insurance.

10. The transactions of health goods and services (HC.1 — HC.7 of SHA1.0) on the one side and
the transactions of capital formation, education and training, and research & development
(HC.R.1 —HC.R.3 in SHA 1.0) on the other side serve different purposes. The first group of
transactions serve up directly the promotion, protection, and development of health of the
individuals (Activities of public health and activities of administration are aimed to be of direct
final use for the community as a whole and are included).The second group are supporting
activities to develop the network of health care establishments. As a consequence, the
boundary of the second type of transactions depends on the boundary of the first type of
transactions which we propose to name the core health accounting framework. The definition
of actors, transactions, and of the rules of compilation of transactions in accounts will
structure both the core health accounting framework and the expanded framework of

accounting transactions of the health system.

11. The functional classification of health care ICHA-HC of SHA1.0 includes different types of
transactions: Product transactions consumed by individuals as medical goods, supportive
transactions as e.g. education of health professionals, distributive transactions as e.g. income
transfers in the case of ADL, and financial transactions as e.g. co-payments of purchases from

health care providers. An important criterion is the type of the transaction. SHA1.0 does not



really make a distinction about types of transactions when defining health care expenditures.
In contrast, SNA/ESA is distinguishing four types of transactions: product transactions,
distributive transactions, financial transactions, and other transactions. SHA2.0 should be more
precise about the type of transactions. Boundaries are determined by the incorporated
purposes of activities grouped into transactions by types. Transactions usually take place
between actors as individuals, providers, corporations, and financing agents which are the

economic units of health systems.

12. Health and health related functions distinguish between a core set of health transactions
and a wider set related to the health system. It is important to note that all the sections of the
functional classification at the one digit-level raise borderline issues (see annex 1). For any
decision taken about the borderlines related to functional classification, however, it is essential
to understand why SHA 1.0 did not use the Central Product classification CPC/CPA of SNA/ESA
as basic classification to determine the boundary of the system. In principle, one could argue
that the use of the CPC/CPA would have the advantage that this classification is already
implemented by SNA/ESA. But, in contrast to ICHA-HC (of SHA 1.0), CPC/CPA is not functional
because it does only distinguish who is providing the activity but not what is the purpose.
Furthermore, CPC/CPA has a low level of detail. In practice, the CPC/CPA is rather closely
related to classification of establishment of health care provision. In contrast, the SHA 1.0
approach is “functional” in that it refers to the goals or purposes of health care as such and not
to a classification of production activities. ' One might argue that COFOG offers a functional
classification. But the level of detail is also very low and related to activities structured by of
CPC/CPA. The rationale of COFOG is different from SHA. The purpose of SHA is to provide a
complete overview of all expenditure related to health care, while COFOG intends to classify

transactions in government-funded health care. (Eurostat 2007, p 57).

2.2 Criteria development in the boundary setting

13. From an international perspective, it is necessary to have a commonly defined structure of
actors and transactions which allow the description of the transactions of health care systems

of different countries in a comparable way. Classifications are needed for the description and

! ICHA-HC of SHA.1.0 is not completely purpose oriented, e.g. medical goods. Medical goods serve the
purpose of cure, prevention and diagnosis and restoring functions.



measurement of transactions and actors. SHA1.0 has defined the core structure of the
accounting framework by three basic classifications of the functions of health care, health care
provision, and health financing. In the centre of SHA is the domestic consumption of personal
and collective health services and goods including their administration. This comprises the
provision of these goods and services and the financing of these services which are described
in the following under the core health accounting framework. There are further activities of
interest for analytical use which are described under the extended health accounting

framework.

14. The criterion of inclusion of activities depending on the purposes aimed for might mean
that the same type of services might be differently justified by governments in countries.
Reimbursement by government and level of reimbursement should not be a key criterion for

inclusion or exclusion in the consumption framework.

15. The same holds for effectiveness. Effectiveness can be only a secondary criterion for

excluding or including services.

16. The more obvious criteria to include or exclude certain activities in the health service
framework relate to medical care need, enhancing health, or preventing deterioration of
health situation. Another criterion can be the amount of medical, paramedical and nursing or
health knowledge included in the activities, the number of medical, paramedical or nursing

profession involved in the provision process.

17. If a hierarchy in the criteria for the health services framework is to be set, it could be in

order of importance:

e |s the primary intent of the transactions to improve health, maintain health or prevent
deterioration of health status of individuals, groups of the population, or the
population as whole,

e Is a health services demand present necessitating the action,

e Is medical knowledge, or health knowledge needed in the execution of the action, e.g.
medical technology or health professions? involved,

e Availability of data and separation possibilities.

2 It is a known fact that the numbers of medical and nursing staff involved in the provision process differ
enormously across Europe, but also across the world. This boundary issue is to be tackled in the unit on
health care human resources.



18. The specifications in transactions requested by the international accounting system may
not always be in agreement with the available data in the countries. A certain lack of purity in
the transactions due to lack of detail in the data is difficult to prevent. From a comparable
point of view these disturbances should be minimal and clarified, but it is clear that the level of

disturbance depends on the detail requested and the detail in the available data.

3. The core accounting framework

3.1 The universe of the core accounting framework

19. The boundaries of the core accounting framework of SHA are established by the purposes
of the activities of consumption of the health goods and services included. The classifications
of functions and providers are derived from these purposes. As the purposes are discussed in
detail in Unit 7 Functional classification of health care it is not necessary to go here into details
of ICHA-HC but it is essential to be clear about the general structures and the specific rules to
handle borderline issues. The general structures imply to define the boundaries of the

consumption framework by>:

(a) the health services consumed by individuals [and not to include gross capital
formation];

(b) the domestic consumption of health care and consumption abroad (imports) [and not
to include exports of health services and exports of health capital goods];

(c) paid transactions including home care and including paid services by households [and
not to include unpaid household activities];

(d) the consumption value of medical goods at purchasers prices [and not to distinguish

between trade margins of distribution and production of medical goods].

% For a more complete detailed description of the main boundary problems see Annex 2



3.1.1 General issues

Current health expenditure versus Total health expenditure

20. The core health accounting framework is not aiming to account all goods and services
absorbed or necessary for the delivery of health care goods and services as intermediate
services and gross fixed capital formation (GFCF) because it is focusing on delivery to
individuals (consumption of health goods and services). It is proposed to handle GFCF in the
extended health accounting framework as a component of final demand. GFCF contributes to
the expansion and to the replacement of a factor of production, which should be accounted
for under another production tier, dealing with physical capital stock and accumulation. By
definition capital goods are used for more than one year, which means the consumption of
fixed capital during the current year has to be estimated separately to be able to distinguish
gross and net capital formation. GFCF implies transactions for investments between providers
and the rest of the economy. Often, capital goods are imported. All these aspects make the
correct compilation of GFCF to a major undertaking. Therefore it is proposed to separate
investments and to included it as part of the capital account in the extended health accounting

framework (see also annex 2).

SHA restricted to a Consumption approach versus SHA as a system integrating
Consumption and Provision approaches

21. Individuals demand health good and services to diagnose, prevent, cure, or care for ill-
health. Health expenditure can be interpreted as the efforts society has to perform to provide
health care to the population. SHA is basically a consumption approach. This implies including
imports and excluding exports. From this perspective SHA1.0 has focused on the domestic
consumption of health care and consumption abroad (imports) and has not included exports of
health services and also exports of health capital goods in the compilation of health
expenditures. However, in practice the exclusion of exports might be difficult because statistics
of health care providers do not show up the share of foreign patients treated. Furthermore,
starting the construction of SHA from business surveys clustered in sets of providers implies
that expenditure includes exports of health care (produced by resident units) and exclude
imports of health care (produced abroad). As long as trade in health services is negligible

either the one or other compilation might lead to the same results. However, cross-border



regions need clear rules. Therefore, it is necessary to be clear whether the figures reported by
the core accounting framework are restricted to a consumption approach or permit a provider
perspective. In any case, it is necessary in the extended accounting framework to report both

imports and exports extra (see also annex 2).

Home production for own final use

22. One of the important still existing problems, in relation to health (and social care)
concerns the production of health (and social) care by private households in their role as
production units. Despite progress in the measurement of household production few data
about health care produced at home are available. Furthermore, household provision consists
of large variety of different activities which are presently not standardised (Eurostat 2003).
Therefore unpaid household activities are clearly part of the extended framework and needs

further statistical development (see also annex 2).

Medical goods production versus final use approach of medical goods Production of
medical goods versus trade margins of medical goods versus turnover approach

23. The valuation of medical goods by SHA deviates from SNA. But, there is a inconsistency
in SHA 1.0 (5.26) that has to be corrected: “The output of retailers is measured by the total
value of the trade margins realised on the goods they purchase for resale (valued at actual
prices).....”. This is derived from SNA. But, the expenditure for medical goods is not the trade
margin. The expenditure is the value at market prices including VAT. In SNA, the perspective is
different because the aim is to measure productive activities. Certainly, the value of the
productive activity of a retailer is not the value of the medical goods if the medical good is not-
self-produced. The view of consumption in SHA requires a different approach than the view of
production in SNA. Therefore, it is proposed to value the consumption of medical goods at

purchasers prices within the core accounting framework (see also annex 2).

3.1.2  Specific issues

24. Many factors determine the consumption of health care services and goods. Diagnostic
services might be used by both healthy and sick people for different purposes. The financing
and provision might also vary among countries. The SHA consumption boundary is

independent of where and how the activities are provided and how they are financed. The



functional classification of health accounts draws the borderline of the consumption
framework by purposes. It refers to the goals and purposes of activities (diagnosis, prevention,
care, cure, and governance). Nevertheless, specific rules are necessary to handle borderline
issues. Borderlines cases are products that are situated on the boundaries of the health care

goods and services.

25 A large group of borderline cases is related to area of social care, wellness, and cross-
sectoral issues such as road safety, intentional injuries, or measures to strengthen health
equity by reducing impoverished neighbourhoods (see also Annex 1). Borderline cases can
also be new products that are not yet commonly considered as belonging to health care. All
these are cases for which there may be a doubt about whether they belong to health or not.
(see also Annex 1). The perception of health services is certainly, evolutionary, inter-cultural,
and social (Petrera, Vicente 2008). The view of the relation between welfare and health as well
as the scrutiny of effectiveness of health goods and services might vary between countries.
Health accounts do neither aim to measure the impacts on welfare nor the effectiveness of
health services. Types of goods and services directed primarily to well-being like fitness
training or wellness might have health impacts but could be excluded from the consumption
framework because these activities are part of normal life. However, it might be included in

the extended health accounting framework for analytical use.

Nursing care versus Long term care (social care)

26. Social care is quite different from wellness and fitness services. They are (in Western
Europe) statistically classified as part of the social protection function of government related
to different social situations like disability, poverty, or old-age. The aim of social care is to
provide services and support to individuals who, for reasons of disability, illness or other
dependency, need help to live as normal a life as possible, within a residential care setting or in
their own home, and to support their informal carers. Social care covers professional advice
and support, residential care in care homes, day care, home care in clients’ own homes, meals,
community equipment, and assessment and care management. Often local authorities are
responsible for assessing the care needs of their populations, planning services and arranging
them. There is a mixed economy of provision of social care by public, non-profit, and for-profit

providers. In practice, it is often difficult to make a separation of nursing care for ADL

10



restrictions and/or IADL restrictions (social care). The OECD recommended based on the
investigation of the compilation of LTC in their Member States that the guidelines for the
defining the boundary between LTHC and LTSC should be flexible in order to accommodate the
considerable differences in LTC organisation and also changes in the organisations over time.

(OECD Health Division 2008) (see also annex 2).

3.2 Domestic consumption and consumption abroad (imports)of health care goods

and services

27. The consumption framework focuses on the compilation of domestic consumption and
consumption abroad. All resident individuals of a territory are the total domestic consumers of
health. This means that the identification of health care services consumed by the population
as a whole is the starting point of health accounts. Although SHA1.0 does not explicitly
mention consumers as an economic unit, it refers to the population as a whole and discusses
also the breakdown of consumption by classification of beneficiaries by age, gender, diseases,
or income. The functional boundary will be set based on criteria and in agreement with the
majority of the countries in the SHA2.0 revision process considering the possibility of its
practical implementation. For national purposes countries might deviate from this boundary,
however, the international functional classification should be used as a minimum for

international comparability.

28. The boundary of health activities is defined by the totality of the functional classification
(ICHA-HC). Health encompasses a very wide area. Even if generally agreed, common global
boundaries of health care sectors to be the subject of international comparison are of little
value unless there is a realistic possibility of collecting the data that fits for such boundaries.
Therefore, the functional boundary will be set based on criteria and in agreement with the
majority of the countries in the SHA2.0 revision process considering the possibility of its
practical implementation. For national purposes countries might deviate from this boundary,
however, the international functional classification should be used as a minimum for

international comparability.

29. Health goods and services consumed by the population in a particular period include all
health goods and services consumed abroad, hence all imports of health goods and services

(directly linked to consumers or users) need to be tracked. Imports are coded in the

11



consumption framework by functions consistent with that used for domestic consumption but
not by type of providers. The providers are summarized under the rest of the world providers
(HP.9 in SHA 1.0). Current health expenditures should, by definition, not include exports of
health care goods and services, i.e. goods and services provided by domestic providers to
foreigners, but includes imports of health care, such as health spending abroad by tourists and
other persons travelling abroad [SHA1.0 (5.3)]. As a consequence the contribution of domestic
provision of health care for final use does not coincide with current use by the population

expressed in the term current health expenditures

3.3 Health care non-observed economy activities

30. Health care non-observed activities are not captured in regular statistical sources. The
reason may be that the activity is informal and thus escapes the attention of official surveys
geared to formal activities; it may be that the producer is anxious to conceal a legal activity, or
it may be that the activity is illegal. Because the non-observed health activities might account
for a significant part of the health system of some countries, it is particularly important to try
to make estimates of total consumption that include it, even if it cannot always be separately

identified as such.

3.4 Valuation of consumption of health care services and goods

31. Health care goods and services consumed at health care markets at economically
significant prices are valued at current prices including VAT. When reliable market prices
cannot be obtained, a second best procedure is to value the output to be equal to the sum of
their costs of provision: that is, as the sum of selected inputs. Usually, health care services do
not include VAT because of tax exemption, but pharmaceuticals and medical devices typically
do although some countries have reduced rates or no VAT. The valuation of transactions of

SHA at current prices should include VAT.

35 Consumption of fixed capital

32. Consumption of fixed capital (CFC) is part of the consumption framework and refers to the
value loss of the capital assets used up in the production process during the current period,

resulting from physical deterioration, normal obsolescence or damage. It measures the decline

12



in the usefulness of a fixed asset for purposes of production. Measurement is frequently an
assumed regular rate of decline of their efficiency in production over time, based on an
average service life of the asset. Measurement of CFC is a complex undertaking which requires
a comprehensive collection of statistics and an inventory of investments made by different
types of providers. Therefore, the explicit reporting of CFC is not part of the consumption
framework. SHA1.0 refers to SNA/ESA which recommends estimating the gross capital stock
either by surveys of enterprises or by the “perpetual inventory method” (PIM). ESA95

recommends the use of the PIM method.

3.6 Territorial boundary

33. Current expenditure on health measures the final use of health care goods and services by
resident individuals of a country or of the territorial region of health accounts. In its broadest
sense, an economic territory can be any geographic area or jurisdiction for which statistics are
required. The most commonly used concept of economic territory is the area under the

effective economic control of a single government.

34. The concepts of economic territory and residence are designed to ensure that each
institutional unit is a resident of a single economic territory. In general, an actor is resident in
one and only one economic territory. The residence of individual persons is determined by that
of the household of which they form part and not by their place of work. All members of the
same household have the same residence as the household itself, even though they may cross
borders to work or otherwise spend periods of time abroad. If they work and reside abroad so
long that they acquire a centre of economic interest abroad, they cease to be members of
their original households. In the case of utilization of services abroad it is convenient to refer

to non-resident providers as units that are resident in the rest of the world.

3.7 Time of recording

35. The time boundary of the consumption framework of SHA has two elements:
1) calendar year versus fiscal year;

2) accrual versus cash accounting

13



First, a particular period must be chosen within which the activities took place. Most often this
is a fiscal year or a calendar year. This choice may seem trivial, but in practice it can pose
problems. For example, government entities may report spending on the basis of a fiscal year
while private entities report on the basis of a calendar year. In such a case, the health

accountant must adjust the figures reported so that only one time period is used.

36. The second element of the time boundary is the distinction between when the activity took
place and when the transaction that paid for the activity took place. In practice, this involves a
choice between accrual accounting and cash accounting. Health accounts should use the
accrual method, in which expenditures are attributed to the time period during which the
economic value was created, rather than the cash method, in which expenditures are

registered when the actual cash disbursements took place.

3.8 Provision boundary of health care services and goods

37. When health goods and services are compiled from business accounts it is essential to note
that health services provision for final use in a country differs from the consumption by the
resident population by the external trade in final health services and goods. It comprises the
sum of services and goods consumed by individuals in order to secure or develop health
through the application of medical, paramedical and nursing knowledge and technology plus
the exported health provision minus the imported health services and goods for final use.
Health goods and services are often provided for non-resident individuals. As a consequence

domestic provision of health care services differs from domestic consumption.

38. Furthermore, there is a second reason for the difference between the production
boundary of health care providers and the consumption boundary of health goods and
services. Health care providers might also produce non-health care products as secondary
activity. In health accounts, these non health products have to be compiled separately and are

usually registered below the line.

39. A particular attention requires occupational health services. By definition, corporations
other than providers of health care produce non-health goods and services as principal

activity. But they might also produce some types of occupational and/or other health products

14



3.9 Financing boundary of health goods and services

40. The compilation of health care financing within the SHA serves mainly two questions at the
national level: where does the money come from, and where does the money go to? SHAO1
only answered the question where the money went (the providers) but not where it came
from. The PG made a first attempt to specify where the money came from. Although the
problems related to these questions need to be resolved in the Unit 9 Financing sources and
Unit 10 Financing agents/schemes it must be stated there that the financing of the health

system is bordered by the consumption of the health services.

3.10 Balancing items

41. Balancing items (being the discrepancies between the receipts and the expenses of
providers and financing units) were no part of SHA 1.0. In SHA 2.0 some attention for
discrepancies between incoming and outgoing g monetary flows are necessary from a
sustainable financial point of view. It is impossible for providers of care to maintain a

permanent deficit in the current account.

42. A related issue are balancing items in the financing system. Contributions (private and
public) and premiums are by definition not always equal to the payments necessary for service
delivery. Also financing organisations are not able to maintain a permanent deficit from their

transaction.

3.11  Layers of the consumption boundary

43. In SHA1.0 the consumption framework is split into health and health related activities, e.g.
long-term nursing care are reported under HC.3 and social long-term care under HC.R.6. The
question is the extent to which the boundary of the consumption framework is fixed or how
many layers in the health reporting system are created. It is proposed for international
reporting to have a fixed boundary for health expenditures in the core accounting framework
(e.g. bordered by the description presented above). There might be a broader consumption
framework (including e.g. various layers of additional types of "health" services provided) in
national systems as e.g. in the health and social care accounts of the Netherlands. Please, note

that for internal reporting it is proposed that non-consumption transactions like exports or
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gross fixed capital formation to be part of the convention about the extended health

accounting framework.

4. The extended health accounting framework

4.1 Dimensions of extension

44. The intention of the extended boundaries is to give countries some flexibility to include
additional variables in a consistent way with the consumption framework as regarding health-
related activities and supporting activities including investment outlays of health care
providers. There are four main interfaces of extension which link health accounts to other

statistical areas:

e health interface
e production interface
e financing interface

e social interface.

The extended health accounting framework gives the opportunity to deepen all these areas
more in detail. In the following only few aspects are discussed. Further discussions can be
found in Unit 6 Relationship to other statistical systems, Unit 11 Classification of beneficiary
characteristics, Unit 8 Classification of health care providers, Unit 9 Classification of financial
sources and Unit 14 Classification of human resources. Figure 2 gives an overview about these
interfaces. It is important to note that the possible links are broader than presented in Figure

1.
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Figure 2: Interfaces of the core health accounting framework of SHA
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4.2 Non-monetary health data

45. The relation between health and health care is of particular interest for analytical use
although health is only partly determined by the consumption of health care. Annual health
expenditures are by definition the product of the annual prevalence of patients receiving

health care goods and services and the average value of these goods and services.

4.3 Cost of illness accounts

46. The estimates of the consumption framework do not provide information about the
related diseases. In practice, the organisation of care for the treatment of diseases is
important for analytical use. By employing consistent methodology and data across all diseases
it can be ensured that expenditures for various diseases can be compared and the sum of
expenditures for all diseases totals to the current health expenditures estimates. SHA offers

the possibility to make consistent cost-of-illness accounts across diseases.
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4.4 Production boundary

47 The production boundary of SHA1.0 is limited to the provision of health services and goods
and do not include the production activities of industries for medical goods and diagnostic
equipment, nor the exports of domestic providers to foreign populations. From an economic
perspective, however, the production value as well as the value added of all production
activities of the health system are of interest. Such a broader perspective is taken for example
in the health satellite accounts of Ecuador, but independently of SHA. Here it is proposed to
develop this broader perspective as a possible additional layer in line with the accounting

framework of SHA as e.g. proposed by Quintela 2007.

45 Resource Cost

48. The accounting of resource costs are linked to actors. The current use of resources in the
provision of health care goods and services include intermediate consumption, compensation
of human resources, and consumption of fixed capital. RC are the costs of the factor inputs
used by providers or financing agents to produce the goods and services consumed or the
activities conducted in the system. The boundary of the measurement of resource costs is

derived from the production activities.

4.6 Intermediate consumption

49. The extension of the accounting framework of SHA to intermediate consumption might be
of interest because of various reasons e.g. a country has a strong medical device and
pharmaceutical industry and want to know the contribution of these industries to the
economic development, or in order to analyse the dependency of the health sector from

energy.

50. The inclusion of intermediate production in the extended framework, which is called in
SNA intermediate consumption, enlarges the measurement of production output for health
care. SHA 1.0 does not consider producers of intermediate products to health care as providers

of medical care in the ICHA-HP.
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4.7 Fixed Capital Formation

51. Capital is a crucial factor in the provision of health care services and goods by health care
providers. Accumulation of capital allows expanding the production and productivity. SHA 1.0
has defined the recording of Gross Fixed Capital Formation (GFCF) as health care related
activity HC.R.1. Capital goods are a final use and a constituent factor of the nation’s capital
stock from the production point of view. They are largely produced by branches or industries
outside the conventional realm of health care provision. The acquisition of capital goods is an
expenditure of health care providers of the health system, only CFC is a cost of delivering

health care

4.8 Human capital development and innovations

52. Human capital and health knowledge are like physical capital crucial factors in the
provision of health care services and goods by health care providers. Human capital within the
health care system consists of the stock of knowledge, skills and experience embodied in the
labour force which is taken as proxy for human capital. SHA 1.0 recognises the importance of
labour force proposing the measurement of human resources in health care in a stock-flow
approach and the expenditures for activities of education and training (HC.R.2). Furthermore,
the amount of resources devoted to the production of inventions is measured in the form of
expenditures for research and development in health (HC.R.3). Both types of expenditures are
not for final consumption. They are invested as inputs into the future capacities of the health

care system like capital formation.

4.9 Trade account: Exports and imports of health care services and goods

53. The domestic provision of health care services and goods by non-residents are classified as
exports of goods and services. Similarly, health care goods and services acquired by residents
in a particular period that have been produced by non-residents are classified as imports of
goods and services. Exports and imports are recorded at the time when a service is delivered
or, in the case of goods, the change in ownership of real assets occurs. The values of exports
and imports denominated in foreign currencies are converted into national currency using

market rates of exchange.
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4.10  Household provision

54. The term household provision is used to refer to services delivered within the household
by its members by combining their unpaid labour with purchases of durable and non-durable
consumption goods. This output is used by the household without undergoing a market
transaction. Hence it is called household non-market provision. The household non-market
provision in the extended framework of SHA includes unpaid, informal help to individuals in
the same or other households excluding own-account capital formation (e.g. own-account
construction of houses). There are different reasons for including household provision, e.g.
informal care has different importance in deprived areas with fewer publicly available services

than in more affluent neighbourhoods making help provided by family more important.

55. In national accounts, the provision of services by members of the household for their own
final consumption has traditionally been excluded from measured production in national
accounts. One main reason is that labour force would include inactive household members if

household production would be considered.

56. Transactions are only recorded if provided by other economic units when paid. Many
households employ paid domestic staff to carry out these activities for them. Activities not
included are activities that are not productive in an economic sense of SNA/ESA which include
basic human activities such as eating, drinking, sleeping, taking exercise, etc., that it is
impossible for one person to employ another person to perform instead. Paying someone else

to take exercise is no way to keep fit.

57. Time use surveys carried out by several countries since the 1960’s have shown the
considerable amount of unpaid labour not recorded in labour force statistics. In order to
achieve comparable results on time use between countries, researchers within the
International Association of Time Use Research (IATUR) started to co-ordinate and harmonise
time use methodology. The major step was taken by Eurostat when the Harmonised European

Time Use Survey (HETUS) was developed.

411 Health-related cash benefits

58. SHA 1.0 includes benefits in cash such as benefits for sickness leave or maternity leave

under the health-related function HC.R.7. This item also comprises the administration and
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regulation of health-related cash benefits programmes. It would be desirable to keep cash
benefits in the extended health accounting framework in order to interpret aspects of
financing (such as contribution rates) correctly. The COFOG and the European System of
integrated Social Protection Statistics (ESSPROS) use the list of social protection functions

which can serve as basis for defining the boundary cash-benefits in SHA.
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Annex 1: List of borderline cases of health services of the core health

accounting framework

The following table shows some results of the consultation of selected European health

accounting experts about the degree of agreement on inclusion or exclusion of borderlines

cases of consumption of health care and services in the core health accounting framework.

Each item summarises the most important pro and con arguments. The list hasn’t the intention

of being exhaustive but it proposes at least examples for practical decisions on whether a

service or a good should be included in the consumption frame work of health expenditure or

not.

Table 1: Borderline cases of SHA

Purpose/Type Critera, see | Frame- | Main arguments Recommendation
of service explanation | work
Curative
Cosmetic, M, H, P CHA Performed by medical (surgeons) | Include all services under
plastic or and paramedical professionals | these  wordings,  without
reconstructive using medical technology, | trying to distinguish between
surgery Contributes to improvement of | cosmetic and reconstructive
mental health; surgery;  impossibility  to
separate  plastic  surgery
without medical reasons
Atrtificial M, H, P CHA Provided by health care institutions Include all services under this
fertilisation term
Services of health professionals
Abuse therapy M, H, P CHA Performed by health professionals Include, although  small
therapy units may not be
registered as health
institutions and not taken into
consideration as such
Services of | M,H, P CHA These services are often provided | Exclude, except if the service
balneology, by non health professionals. They | has clearly a curative,
massages, are seldom, prescribed as part of a | rehabilitative or prevention
fithess medical treatment. The very large | function and is provided by
activities, spectrum of such service do not | health professionals, i.e.
recreation allow reasonable definition | massages by
services refinements physiotherapists, fitness as
part of rehabilitation
Autopsies and | M, H, P CHA Pros: Mostly performed under | Include because provided by

forensics

medical authority (legal medicine),
by pathologists; forensics make
large use of health knowledge and
technology  (incl.  psychology);

medical specialists
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autopsies and forensics are
services linked together.

Cons: included in health related

functions
Chiropractors’ M, H, P CHA Provided by physicians  or | Include
services physiotherapists
Alternative M, H, P CHA Cons: Alternative medicine is too | Include because traditional
medicine, vague and cannot be understood | medicine
acupuncture unanimously, but acupuncture

could generally be included as a

health service
Activities of | M,H, P EF Performed using medical and | Do not include if these
organ  banks, paramedical knowledge and | products are intermediate
telemedicine technologies consumption of other health

providers

Nutrition M CHA Pros: contribute to improvement of | Include but on a restrictive
products, health, products sold in pharmacies | basis (i.e. advised by health
vitamins  and and/or prescribed by doctors professionals). Exclude
minerals generally nutrition for young

Cons: these products are also sold | children

in supermarkets; a more precise

borderline on what is medically

indicated by health professionals is

nearly impossible
Care
Summer camp EF; Pros: the main purpose of such | Exclude as long as provided
for disabled or Social services may be the support to | by non health institutions and
family with Care activities of daily living (ADL); has a | provision by health
disabled rehabilitative component specialists is a minor part
children

Cons: included in health-related

functions; are beyond daily living
Orphanage, Exclusi | Has nothing to do with health; | Exclude, except if for
home for on generally considered as social or | disabled children or if
children, human investments by institutions | prevention is the main
creches for of social care / education. component
young children
(0to 3)
Ancillary services
Transportation M CHA Pros: the transportation service is | Include if possible in HC.4.3,

for patient and
disabled people:
into/from  health

providers, taxis
or other
conventional
vehicles

needed because of the health
status or a disability or to get a
health provision.

Cons: the service is generally not
provided by health professionals;

when provided in a health
institution, this expenditure is
already included in the main

if the services (expenditure)
can be captured out of
financial data of the providers
or of special compensation
(government or social
insurance)
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product (intermediate consumption,
not final use)

Special M, H EF Intermediate consumption
transports of
human  organs
for
transplantation
Diabetics M, H, P CHA Use of health knowledge and skills, | Include like other health
association generally considered as prevention | association (Cancer league,
(teaching/support services etc.), research should,
on how to deal however, be captured
with illness separately (HC.R 3 Research
(medicine, and development in health))
lifestyle,
nutrition)
Housing (M) EF There is a large spectrum of such | Exclude
adaptation, technical devices, which are
automatic generally not bound to health
staircase lift, services or provided by health
needed in case professionals. Moreover, it is not
of impairment care but investment. It doesn’t
improve health but standard of
living
Prevention
Maternal and | M,H, P CHA Essential fro reproduction Include
child health
function
Biochemical M, H EF Pros: performed for public health | Exclude from HSF because
engineering institutions or the pharmaceutical | intermediate consumption
industry
Cons: these products are
integrated as intermediate
consumption in health goods and
services
Sunglasses, sun | M CHA Pros: health prevention function of | Include but on a restrictive
cream these goods; produced and sold by | basis, only medically
pharmacists/opticians who are | prescribed or advised.
health professionals (ISCO 88); | Exclude from any estimation
may be prescribed by doctors of expenditure the articles
sold by non-health
Contra: sunglasses, except medical | professionals
glasses, are mode articles with
high esthetical added value. Sun
cream belongs to general cosmetic
articles
Medical goods
Condoms and | H CHA SHA considers these articles under | Include

other mechanical

HC 5.1.3 Other medical non
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contraceptive durable
devices
Orthopaedic M, H CHA This device is generally medically | Include HC.5.2.4
shoes prescribed and provided by | Orthopaedic appliances
orthopaedic technicians considered
as a health professionals (ISCO
88)
Blood pressure | M, H CHA Explicity mentioned in SHA as | Include under HC.5.2.9 Other
instruments example of miscellaneous medical | miscellaneous medical
devices durables
Administration
Policy (M, H, P) Not Partly joint products; In health | Exclude since it is generally
formulation CHA programmes and  donor | intermediate consumption by
outside  central p;fogre:jmmes cofnshultanci can be | private or public health
government offered as part of the package providers (final use)
Consultant in
public health,
health policy or
in health care
services
Others
Medical (M, H, P) Not Not health activity toward patient Exclude any health
association, CHA professional association or
nurses union trade union
Refreshing (M, H, P) EF To be worked on Included in health products or
training by the health providers as
intermediate consumption or
estimated separately in HC.
R 2 Education and training
Health (H), (P) To be reconsidered if relevant in | Currently under HC.R.5,
environment this list of borderline cases needs more precise
definitions

Criteria: M =medical reason, H = health knowledge, P = health personnel.

Framework: CHA = Core Health Accounting framework, EF = Extended health accounting Framework.
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Annex 2: Selected main problems related to boundaries of the core health
accounting framework

This annex outlines the pro and con arguments of five selected main problems related to
boundaries of the core health accounting framework which where raised in the revision
process and are described in the sections 3.1.1. and 3.12. This annex is a preliminary draft.

1. Current health expenditure versus Total health expenditure

Inclusion of investments as function or separate capital account

Should under either a Satellite Accounts approach or a Functional accounts approach Gross
Fixed Capital Formation (GFCF) be a health product or an expansion and replacement of the
capital stock?

Health care delivery translates into primary level goal areas (acute and chronic benefits
accruing to the population or to the community, capacity-building and stewardship) which, in
turn, are ranked into characteristic consumption items (medical goods, outpatient services,
hospital services) and into connected services (e.g. payment of insurance brokerage fees, of
regulation — pooling and financial intermediation). The outlays on human capital stock build-
up, on physical capital stock build-up, on the build-up of knowledge are diversely apprehended
in the various quantitative monitoring approaches of the health system but always distinctly.
SHA 1.0 has opted for accrual measurement; is the inclusion of gross capital formation
compatible with that specification or is there not a double count?

In a triaxial accrual accounting approach — which SHA claims it pursues —there is a distinction
between costs and expenditure, both (in principle) subject to accrual accounting.

In a macro-accounting approach, expenditure on GFCF is a final use (distinguished from Final
consumption, individual or collective) from the output approach. From the user approach,
GFCF contributes to the expansion and to the replacement of a factor of production, which
should be accounted for under another production tier, dealing with physical capital stock and
accumulation. In the input-output lay-out of a dozen EU countries, construction and the
equipment industries do not occupy a large place under branch Q and the GFCF is in most
cases not filled. The consumption of fixed capital is deducted from the changes in assets in
order to have net capital stock, not added to and, as such, in a meso-account accounted for
above the line, with the other costs. Has the addition of the investment line (HC.R.1) to HC.1 to
HC.7 in SHA’s first decade been a misallocation? Do the macro-accounting and the meso-
accounting in the pursuit of the same objective: a measure of total spending and of total costs,
use completely parallel logic? Occupational health care — intermediate consumption in private
sector enterprises accounting — has already been shifted under SHA 1.0 to be treated as final
consumption. Hospitals, clinics and selected outpatient providers are both vertically integrated
enterprises and supplier-purchasers of one another. Differences in the degree of integration
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and the extent of subcontracting seriously undermines the value of cross-national
comparisons, if not the consistency (including institutional neutrality) and comprehensiveness
of SHA construction in a relatively homogeneous group of countries. Should a comprehensive
meso-accounting approach not systematically measure both the total value of the factors of
production and the cost of their use (physical capital: facilities build-up and maintenance,
human resources: principally education, knowledge stock build-up: mainly R& D)?

Creeping or inflating boundaries? A removal of the GFCF from Final Use and its allocation to
a capital account should in principle impact on the Health System boundaries to the extent
that the SHA 1.0 boundaries are defined as the sum of the functions, in turn defined for the
purposes of a measure of Total Expenditure on Health as comprising one Health related
function (HC.1 to HC.7 + HC.R.1). In the tri-axial philosophy of the accounts, a final use is
produced and financed. The quasi-residual Rest-of-the-economy providers (HP.7) have
experienced a turbulent existence in frequent questioning about the inclusion or not of capital
goods providers. In SHA 2.0, the definitional content of HP will not be escaped as the silences
of the 2000 manual affect notably the comparability of the estimates. The removal of GFCF
should, however, not affect much the equilibrium shown by the pilot and experimental
implementation of SHA as the HP.7 has not been massively defined in practice as comprising
capital goods producers.* The maintenance of HC.R.1 as a function and the enlargement of the
functional concept to the formation of human capital and to the acquisition of a greater
knowledge stock is proposed in the redefinition of the functions of the Health system in the
unitary vision of the Unit 7 paper. A decision should be made rapidly to restructure or not the
tri-axiality attribute and the accrual accounting attribute of SHA 1.0 if the grinding mill is not to
come to a halt

Including investments as a separate function can create various problems’:

1. comparing across countries where investments are paid for or provided by general
government under the prerequisite that the prices for services paid do not include any
consumption of fixed capital with countries where the providers themselves are responsible
for the acquisition of the capital goods, skews the data in case investment are included across
the board.

* The Latin American manual (Satellite Health Accounts, Washington D.C., 2005), on the contrary,
devotes several pages to list the capital goods providers.

> We have the same problem if we exclude investments: in countries where the price for services does
not include CFC, the prices are lower than in countries where cost of CFC is included in prices, so the
“current expenditure of health” will be lower in the first case. Excluding or including investments,
countries will need guidelines to deal with the problem of definition of prices. The problem is that when
prices include the cost of CFC (like in France for providers of ambulatory care), it will be difficult to
estimate in the price what is linked to CFC.

Actually, there is the same problem for medicines: the price implicitly includes the cost of research
which has been paid by industry for creating the product. But in that case, | think all countries do the
same, and there is no problem of double counting as research is not considered as health care (it is only
a health care related function)
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2. As investments opposite to consumption of fixed capital, can be either very small or very
large and the law of large numbers is certainly not valid in all cases the comparison in time
provides some strange results.

As however fixed capital (in whichever way defined) is an important aspect of the health
system the proposal is made to treat investment as a separate layer in the system that would
eventually be turned into a separate capital account.

Decision:

Investments included as one of the main functions of the health system accounts

Investments separated and included as part of a Gross Fixed Capital Account

Proposal:
Investments separated and included as part of a Gross Fixed Capital Account

2. SHA restricted to a Consumption approach versus SHA as a system integrating
Consumption and Provision approaches

Export and import line and column versus a complete trade matrix

Another problem to be solved relates to the treatment of exports and imports. Health care
expenditure can be interpreted as the efforts society has to perform to provide health care to
the population. SHA is basically a consumption approach. This implies including imports and
excluding exports. From an expenditure point of view, health care expenditure should be
related to gross domestic expenditure (GDE). Contrary to this approach expenditure is also
treated as a proxy for provision (production). This last interpretation implies a different
reasoning. Expenditure on health care of society equals the receipts of the producers of this
same care. Receipts are linked to products provided by providers of health care. So
expenditure is used as a proxy for output and related to gross domestic product (GDP). This
implies that expenditure might include exports of health care (produced by resident units) and
exclude imports of health care (produced abroad). In most countries expenditure is used as a
proxy for the valuation of output and could be treated accordingly.

Some countries use as a starting point in the construction of SHA business surveys providing
data by clustered sets of providers. These business surveys contain not only data to be treated
as exports of health products but also data on turnover related to non-health products. Also
this non-health production could be used domestically as well as for the expert market.

Schematically these various types of transactions on products can be presented as follows.
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Consumers

Providers  [resident consumption exported health products non-health products total turnover
provided by resident units consumed by resident population providers
domestically produced consumed by non-resident population consumed by non-resident population
provided by resident units delivered to non-resident providers delivered to non-resident providers
imported by providers

imported health products
by resident consumers

final consumption

In health accounting the focus is on consumption of health products, which means a
separation of all non-consumed products is necessary. Limiting to export and import of health
a decision is necessary on the inclusion of a column or row on the imports (HP.XX) and a
column or row on the export of health (HC.XX), or the introduction of a matrix containing all
the export and import issues in health.

The importation and exportation of health goods and services is of varying significance in low-
and middle-income countries. Although it is nearly impossible to exclude health expenditures
on non-citizens, the SHA currently mandates that health services only be included in NHA if
they are performed on the local resident population. While this is to maintain the accuracy of
per capita data, it presents an issue in countries where medical tourism is prevalent, or where
large numbers of foreigners are treated. Countries that engage in medical tourism invest large
amounts of money in creating health facilities for foreigners.

In many countries with fewer foreign patients, it is impossible to exclude foreigners from NHA.
A strategy for dealing with this should be suggested, or health care for foreigners should be
reconsidered for inclusion in NHA. Additionally, the measurement of imported and exported
goods is not always feasible. Theft and mismanagement make the level of consumption of
pharmaceuticals unknown. While only drugs that are consumed are accounted for in the SHA,
a measure of the difference between the value of the original stock of drugs and the value of
those drugs that are known to have been consumed would be worthwhile for policymakers. If
the original stock of drugs is to be accounted for, guidance should be given as to which prices
to use: wholesale, retail, or government subsidized.

Although on average also in Europe the numbers of cross-border health services on a national
level can be rather low (around 0.7 % of admissions in hospitals, with some exceptions), at a
regional level it can be highly important both from a consumer as from a provider perspective.
In some regions additional capacity is created to accommodate cross-border health tourism; in
other regions the financing schemes are adapted to accommodate consumption abroad.

To be decided

Restrict SHA to a consumption approach or allow a provider perspective

Limit the data collection to imports only or also include the products delivered to foreigners
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Limit the export and import to goods and services used by individuals (persons) and not
include also exports and imports of providers

Proposal
Not restrict SHA to a consumption approach but allow a provider perspective

Not limit the data collection to imports only but also include the products delivered to
foreigners, and present both exports and imports of health products

3. Medical goods production versus final use approach of medical goods Production of
medical goods versus trade margins of medical goods versus turnover approach

Medical goods: Medical goods dispensed to out-patients: The National Accounts Approach

In the present version of SHA, the medical goods are included in its boundaries both as being
consumed and provided. Therefore they are included in the respective classifications of
functions and providers. In the functional classification medical goods dispensed to out-
patients are allocated to position HC5 (functional classification), where HC5.1 corresponds to
pharmaceuticals and other medical non-durables and HC5.2 to therapeutical appliances and
other medical durables. Regarding providers (classification of providers) presently SHA
considers HP4 (retail sale and other providers of medical goods) broken-down into HP 4.1,
dispensing chemists and HP4.2-4.9, All other sales of medical goods.

Moreover in SHA for consistency reasons expenditure in medical goods should be the same in
all tables where the same item is referred. This means that in table 2 the amount of
expenditure in HC5 x HP4 must be the same whenever HP4 or HC 5 is referred. This is where
the first inconsistency comes up. Take the case of table 2, the cell HC5 x HP4 where the
amount that should be recorded for expenditure for HC5 is the amount of the output
produced by pharmaceutical industry plus the trade margins (the output of the retailers) plus
taxes less subsidies on products which is the same as the purchaser’s price. The purchaser
price of medical goods is the amount per unit paid by the buyer to the seller. This is the
amount that is equal to final consumption expenditure, that is, the amount of the medicines
dispensed to out-patients, for example.

Therefore the amount at purchaser’s prices to be recorded has the following components:
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Amount of the output produced by pharmaceutical industry

(+)

Trade margins (the output of the retailers (pharmacies, for instance))
(+)

Taxes on products

()

Subsidies on products

If one considers the amount of the providers as established in HP4 for the same medicines
dispensed to the out-patients the amount to be included is only the trade margins of the
retailers which are the only providers included in the HP4 and its output is indicated in §5.26 in
SHA - “The output of retailers is measured by the total value of the trade margins realised on
the goods they purchase for resale (valued at actual prices).....”.This is an inconsistency that
has to be corrected in SHA revised.

The providers in SHA are all producers of health services and in expenditure only the health
care services provided to individuals must be considered. This means that health care services
provided to other health care providers as subcontracts are not accounted in total health
expenditure in SHA but all providers are part of health care considering that they
produce/provide a health care service. The situation for the producers of medical goods
included in HCS is precisely the same. Pharmacies generally don’t produce medical goods
(although some have minor production); they only act mainly as intermediaries. Excluding the
producers of medical goods (included in HC5) from the classification of providers creates an
inconsistency in SHA because this group of products/functions would be the only one where
the producer is not considered. How to estimate the amount of expenditure of these products
without considering its producers? The use of specific sources can not be a determinant of a
classification but specific criteria should be. There must criteria implicit in a classification
underlying to all the positions in that classification and as far as it was understood in SHA the
non-inclusion of the producers of medical goods in the classification was due to availability of
sources instead of a certain logic and this is an incorrect procedure.

The compilation of health expenditure according to SHA can be made according to several
approaches depending on the statistical system of each country. One way is to measure
expenditure of the financing agents through the use of the HF classification if those are the
main reliable sources to do so. Another way is production approach by using data from the
providers also depending on the reliable sources to do so. However mixed approaches can also
be used where different types of sources are combined in order to obtain the best estimates.
Either way whichever approach is used the figures must be the same for the phenomenon in
question. Additionally all the entities in any country must joint their efforts in order to achieve
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the better estimates, regardless of the entity that is responsible for the compilation of health
accounts all responsible

Let’s take an example of estimation the value of medicines dispensed to out-patients:

- if the expenditure/financing approach is used assuming the most reliable sources the
corresponding amount to be recorded is the amount that all financing agents have
paid for those medicines, that is, the purchaser’s price, for instance 1000;

- if the production approach is used the final amount should correspond to the same
figure of 1000. Let’s assume that the value of the medicines produced by
pharmaceutical industry is 1200 plus imports of 200; the amount of trade margins
(pharmacies) is equal to 200 and the taxes less subsidies on products is 100. The total
amount of output at purchaser’s prices is 1200+200+200+100 = 1700. The uses of
these 1700 are broken-down as follows: 300 correspond to intermediate consumption,
150 are exported and 250 are held in inventories and 1000 is consumed by households
(allocated to final consumption).

- If one takes the output of the pharmacies (the retailer) the amount would be 200 only.
This is an inconsistency.
This method of calculation (production approach) is the same for all providers (HP) because it
is necessary to guarantee that the amount to be recorded as total expenditure in health is the
amount actually consumed by households regardless the financing agents. Even though one
might use the expenditure approach it is necessary to eliminate the amounts that are
transferred between health care providers in order to avoid double counting.

By including the producers of medical goods not only the amounts are consistently correct as
well as it is possible to calculate Value Added of the producers that are included in the HP
classification. It also covers 100% of the providers. This is because some hospitals have internal
pharmacies that are not retailers and also provide medicines to out-patients as long as they
are prescribed by internal doctors in ambulatory care provided in the hospital. In the present
SHA these are not included in the retailers but the medicines that they provide are provided to
out-patients.

Also the Joint questionnaire requires intermediate consumption of medicines meaning that
including the respective producers would enable the estimation of more reliable figures for
these items.

Medical goods: Medical goods dispensed to out-patients: Argumentation against

From a SNA point of view the above mentioned argumentation is completely right. Retailers
have a separate and special position and they do not produce the goods. Indeed retailers buy
the products they sell. In NA this is intermediate consumption. In business accounting this is a
cost item that needs to be earned back through sales.

And the output of retailers is by convention measured by the trade margins in NA. In health
accounts the sales of the pharmacies and other providers of medical goods are measured and
accounted for by their total turnover.
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1. SHA does not primarily measure output. It measures what the final users get on goods and
services delivered and how much is paid for it. For pharmacies and other medical goods
providers this means that the total amount of money received for products delivered is
needed (even separated into health and non-health products). In SHA this turnover is treated
as 'production’. So the term production is in this way wrongly used in SHA. The approach is
correct. | do not agree on it being an inconsistency in SHA, it is a different approach compared
to NA but not inherently wrong. The terminology chosen needs to be refined. Because SHA
messed up the measurement guideline of medical goods (and other functions), can one lock
stock and barrel redefine Production boundaries that includes chemical product manufacturers
and other producers of medical goods?

2. If we take the whole production column into account, this has two major consequences:

A. We cannot limit this process to pharmacies; it should be expanded to all producers of
medical goods. That enlarges the framework of SHA considerably and this enlargement of the
boundaries is, to say, the least, imbalanced and debatable.

B Taking into account the whole production column of the producers of medical goods would
explode the manpower employed or working in health. Are health accounts interested in all
the manpower dealing with the intermediate production?

C the additional products and services produced as joint product or ancillary or secondary
production of the actual producers of medical goods in the production column (such as R&D)
are of no interest to SHA. It is already included in the prices of the goods sold as intermediate
product to the pharmacies.

Moreover all these production units have no direct contact with the consumer. And that is one
of the principal characteristics of health accounts.

More specifically against the possible inclusion of the pharmaceutical industry the following
argumentation can be presented:

a) According to what criteria entries are selected for or discriminated against a be it a Delphi
(consensus) approach, a principal activity approach or a final utility approach, medicines for
human consumption constitute a clear-cut example of these three criteria, but does the
pharmaceutical industry at large? Veterinary medicines are a sizeable share of the
pharmaceutical production in some countries but as these data may be hard to separate, what
is the guideline to propose when incorporating pharmaceutical producers in the boundaries?

b) In some countries, the pharmaceutical industry produces mainly semi-finished products that
are mostly exported. In several EU countries and worldwide -- SHA 2.0 is meant to be an
international scheme --, a few pharmaceutical giants mainly produce for export markets; there
are many cases where the export business is the sizeable "half" of the activity; the health
accounts being a domestic health product account these exports need to be separated as well.

c) Formal and informal hospital networks produce medicines for their own use, valued at
factor cost, and for establishments in the network at a transfer price that differs from the SNA
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pharmacies model; few observations exist on these (sizeable) transactions. To sum up that
part, there may be few difficulties in enunciating a final use transactions classification,
question marks still hang on how to produce universally applicable operational definitions.

d) In a few countries, there are very few pharmaceutical manufacturing business units,
impeding the statistical office from exhibiting the data.

Finally for all medical goods provided to patients the identity of what is bought (consumed) is
delivered and is or will be paid for in due time, is valid. Spending on all these items can be set
equal to the provision of these products by their various providers, and as such warrant the
triaxial identities in the system.

To be decided:

Include all activities of production of medical goods in the framework including industries, or
limit the provider and provision of products to viewpoint of the consumers (domestic and
foreign)?

Proposal
Exclude all intermediate activities of production and limit the providers and provision of
products to viewpoint of the consumers (domestic and foreign).

4. Nursing care versus Long term care (social care)
Separation of nursing care from ADL activities and / or IADL activities (social care)

This concept borrows heavily and is derived from the OECD paper on Conceptual framework
and definition of long-term care expenditure and Swedish paper and Statistics Sweden et al.,
Borderline issues of long-term care

The separation of nursing care from total long-term care is directly linked to the more general
distinction between health and social care. In essence government and policy makers are
interested to know the total costs of providing long-term care to dependent people. The
second relevant issue is to know how much of the total of financial resources devote to long
term care are used for health care. As almost all services provided in the framework of long
term care have health and social components, this is a difficult task.

The term ‘long-term care services” refers to the organisation and delivery of a broad range of
services and assistance to people who are limited in their ability to function independently on
a daily basis over an extended period of time. Apart from the fact that a certain length of time
is involved and usually services in the area are delivered in combination as an integrated
package, a general separation in a few distinct types of activities or services can be
distinguished:
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e Maedical care services
e Nursing services

e ADL services

e |ADL services

e Other social services

Although it is clear that medical services are an inherent part of the health area as well as the
pure nursing services, the problems arise as to where the borderline between health and social
care activities has to be drawn, including ADL or not, including IADL or not? In some countries
IADL and ADL activities are separated and classified; in other countries ADL and IADL are either
registered together or with other services as a usual combination.

According the manual “Long-term health care comprises ongoing health and nursing care given
to inpatients who need assistance on a continuing basis due to chronic impairments and a
reduced degree of independence and activities of daily living. ..... Long-term care is typically a
mix of medical (including nursing care) and social services. Only the former is recorded in the
SHA under health expenditure.”

This provides a fairly good description of what is intended, however, none of the crucial items
is described or explained. So it is not certain if a type of care is meant regardless of who
provides it or is it meant to comprise the services provided by certain specified groups of
health personnel (see page 42 of the manual where a basic level of knowledge and a type of
recognition is required). The functional starting point of SHA and the fact that this type of care
can also be provided by households makes it more obvious to use a type of service provided
over a qualification of persons providing.

In the Joint Health Accounts Questionnaire (JHAQ) - cooperation of OECD, WHO and
EUROSTAT the following two categories are separately reported (as well as a total):

e Long-term health care, to be included in total health expenditure under the SHA
framework (HC.3).

e Social services of Long-term care (LTC other than HC.3)- that is, HC.R.6.1

e Total long-term care (LTC), including the “social” and “health” components of long-
term care (HC.3 plus HC.R.6.1).

The delineation between health and social care is based on whether care is provided for help
with functional dependencies associated with ADLs or IADLs. ADL functions are essential for an
individual’s self-care (e.g. washing or dressing oneself), whereas IADL functions are more
concerned with self-reliant functioning in a social or community environment (e.g. shopping,
housekeeping).

It could be phrased in such a way that in the JHAQ a distinction is made between activities
related to the person as a recipient and a person as an object (client) in his or her social
environment.
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To assist with measuring total LTC as well as defining the boundary between health and social
long-term care services, all services of long-term care are included. These are as follows in
decreasing order of medical or health intensity:

e Palliative care (end-of-life care)

e Long-term nursing care (intensive, high level care and assistance with ADL restrictions),
including accommodation in (high-level care) nursing homes

e Personal care services (assistance with ADL restrictions)

e Services and financing in support of informal (family) care

e Home help and care assistance (help with IADL restrictions, including housekeeping,
meals on wheels)

e Residential care services other than nursing homes

e Other social services provided in a long term care context

Until now in the JHAQ the activities mentioned under the first four bullet point are included in
HC.3 Long term nursing care. It is assumed that recurrent medical care (for a longer duration)
is either comprised in the intensive nursing care activities or in the palliative care activities or
otherwise assumed not be to be included in the measurement of long term care at all.

Three possible approaches are envisaged for a distinction of long term health care:

e A functional approach

e An approach based on providers classification, qualification of personnel or financing
schemes

e An approach based on health status

The functional approach is based on the types of services provided. These services range from
medical and nursing care on one end of the spectrum over assistance with ADL to assistance
with IADL. A demarcation line between health and social is needed.

In the approach based on providers and financing schemes a distinction can be made in
providers supplying health services according the NACE /ISIC or social services; in personnel
with the appropriate qualifications to administer health services and in financing schemes
aimed at health purposes (LTC insurance or health budget).

In the health status approach a distinction is made in persons with ADL restrictions in need of
health and social services and persons with only IADL needs.

All three approaches have advantages and disadvantages.

The functional approach was developed to increase comparability as existing classification
distinctions did not provide enough comparable data across countries. Problems were
detected with the various components in it, specifically the distinction between ADL and IADL.
A distinction based on the characteristics of the producers is usually more readily available but
not comparable as the combination of services provided can be very different. A distinction in
types of personnel has the same defects as the same types of personnel can provide different
services and different types of personnel the same services. The contents of the various
national financing schemes are usually so different that the contents cannot be compared. The
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use of a severity type of classification creates problems with the linking the data on
expenditure to these severity distinctions.

The core of SHA is based on a functional approach to create comparability across countries.
However, long term care has many attributes of a severity classification. Moreover the
distinction between ADL and IADL is not always easy to make.

Taking all the options in consideration the following range of activities can be detected.

e Medical care services (of a longer duration; e.g. minimum of 31 days??)
e Palliative care (end-of-life care)
e Long-term nursing care (intensive, high level care)
0 including accommodation in (high-level care) nursing homes
e Long-term nursing care (intensive, high level care and assistance with ADL restrictions;
0 including accommodation in (high-level care) nursing homes
e Long-term nursing care (less intensive, lower level health care and assistance with ADL
restrictions;
0 including accommodation in other types of homes (e.g. mentally handicapped)
e Personal care services (assistance with ADL restrictions)
e Services and financing in support of informal (family) care
e Home help and care assistance (help with IADL restrictions, including housekeeping,
meals on wheels)
e Residential care services other than nursing homes
e Other social services provided in a long term care context

Most long-term care in the developing world takes place at the household level and is not
monetized. Currently, this type of indirect care is excluded from health accounts. However,
there is value from a policy standpoint to estimate household "investment" to provide this
type of care for family members. In particular, interest has grown because of the growing
number of home-based care initiatives.

Data collection is problematic, but the inclusion of this type of care in health accounts should
be discussed. Even in case some amount of time or effort invested in this type of care is known
and available, the valuation of these types of health care provision is one of the problems to
be solved.

At what exact spot the demarcation line needs to be drawn between health and social care
activities is to be decided as — as was already shown in the literature — all possibilities are
preferred by some other countries.

To be decided
Keep the situation as it is, i.e. LTC including ADL but excluding al IADL

Return to original description of Long term nursing care, i.e. medical and nursing transactions

Include all long term care, irrespective of the format
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Proposal

Keep the situation as it is, i.e.:

- define LTC whit a functional approach
- LTCincluding ADL but excluding al IADL

5. Home production for own final use

Borderline and valuation to be determined: paid versus unpaid production
Health Services Produced At Home

One of the important still existing problems, in relation to health (and social care) concerns the
production of health (and social) care by private households in their role as production units.
While a large share of health care is certainly produced at home, few data about it are
available, and much of this care is not currently accounted for in health accounts because it is
not monetized. Furthermore, if data existed, it would be even more difficult to quantify the
amount spent on home care. How would NHA measure the opportunity cost of caring for a
family member? Most of these caregivers are unemployed or underemployed family members,
and though their actions are certainly within the definitional boundaries of health care
delivery, it would be very difficult to assign a labour valuation to their services. Nonetheless,
an understanding of the level of household investment in home care would be beneficial to
policymakers.

In theory three possible solutions are feasible: including all production from households,
including only the production of households for which financial flows can be identified, or
including no household production in this area at all. Again in theory, all the production of
health care at home could be included in the production boundary, whether this production is
for own final use or for the final use of other households, paid or unpaid.

In many low and middle income countries the time and effort devoted to assists and aid the
sick are large and without any direct financial flows related to these activities. Alternatives to
caring for the sick at home are hardly or not available, expensive, poor quality, etc. The only
way to take care of the sick is production of health care at home for own final use. All goods
produced at the household level whenever a family member gets sick should be included.
Hence, if chicken soup is cooked with the aim of curing/alleviating him/her, its cost should be
considered as home remedy. At the household care level, the time dedicated to take care of a
sick person by another family member (typically a woman) represents the resource that is less
valued.

In National Accounts (SNA 93, rev 1) chapter 6 deals with the production among with also the
production of households for own final use.
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The production boundary

Economic production may be defined as an activity carried out under the control and
responsibility of an institutional unit that uses inputs of labour, capital, and goods and services
to produce outputs of goods or services. The production boundary in the SNA is more
restricted than the general production boundary. Activities undertaken by households that
produce services for their own use are excluded from the concept of production, except for
services provided by owner-occupied dwellings and services produced by employing paid
domestic staff. Among these services excluded from the production boundary are the care of
sick, infirm or old people;

In most countries a considerable amount of labour is devoted to the production of these
services, and their consumption makes an important contribution to economic welfare.
However, national accounts serve a variety of analytical and policy purposes and are not
compiled simply, or even primarily, to produce indicators of welfare. The reasons for not
imputing values for unpaid domestic or personal services produced and consumed within
households may be summarized as follows:

a. The own-account production of services within households is a self-contained activity with
limited repercussions on the rest of the economy. The decision to produce a household service
entails a simultaneous decision to consume that service. This is not true for goods. Production
of goods for own final use turning gout to be higher than expected can be disposed of at the
market. This kind of possibility is non-existent for services; it is not possible to produce a
service and then decide whether to offer it for sale or not.

b. As the vast majority of household services are not produced for the market, there are
typically no suitable market prices that can be used to value such services. It is therefore
extremely difficult to estimate values not only for the outputs of the services but also for the
associated incomes and expenditures that can be meaningfully added to the values of the
monetary transactions on which most of the entries in the accounts are based.

c. With the exception of the imputed rent of owner-occupied dwellings, the decision to
produce services for own consumption is not influenced by and does not influence economic
policy because the imputed values are not equivalent to monetary flows. Changes in the levels
of household services produced do not affect the tax yield of the economy or the level of the
exchange rate, to give two examples.

Thus, the reluctance of national accountants to impute values for the outputs, incomes and
expenditures associated with the production and consumption of services within households is
explained by a combination of factors, namely the relative isolation and independence of these
activities from markets, the extreme difficulty of making economically meaningful estimates of
their values, and the adverse effects it would have on the usefulness of the accounts for policy
purposes and the analysis of markets and market disequilibria.

To be decided
Household production for own final use to be included or excluded(possibly as multiple layers:

e Household production for which any remuneration is provided by government or
health insurance is included
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e Household production for which no transfer of money is available? follow NA rules, so
exclude.

If non-paid household production of health is to be included, guidelines and compilations and

measurement rules are needed.

Proposal
Two layers: one only including remunerated household production and a second one including

all household production.
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