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NOTE BY THE SECRETARIAT 

1. The revision of the System of Health Accounts (SHA) manual 1.0 is a collaborative activity of 

the OECD, Eurostat and the WHO. Collectively the health accounts experts of the 3 organisations are 

known as the International Health Accounts Team (IHAT). This document is a WHO proposal, prepared in 

co-operation with the other members of IHAT.  

2. The aim of this document is to present the proposed Functional Classification for Healthcare 

(ICHA-HC), together with the principal definitions. To facilitate the discussion of the content, the unit 

includes: 

 The rationale for the proposed classification‘s first and second digits;  

 Differences between this proposal and ICHA HC under SHA 1.0. 

and as annexes:  

 The main source definitions and differences with regard to SNA principles, when 

applicable; 

 The relationship of this proposal with the purpose-related reference classifications linked 

to SNA.  

3. The purpose of the functional classification is:  

 To group together health products into types of health services and goods,;  

 To cross-classify these with the financing vectors and /or with the provision vectors; and  

 To distribute them among beneficiary classes.  

4. The classification also aims to support the generation of a set of more policy relevant indicators 

than has been attained to date.  

5. The Secretariat invites participating experts to: 

 COMMENT on the general approaches presented in the paper; 

 REFLECT on and RESPOND to the questions listed under Section VII; 

 PROPOSE if further issues need to be addressed under this unit of the SHA revision. 
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UNIT 7 THE CLASSIFICATION OF FUNCTIONS 

I. Background  

6. Health policy analysts and decision makers need evidence about the volume and the pricing of 

resources devoted to all facets of health care, integrated in a synthetic model that is both explanatory and 

predictive: the array of information ranges from primary to tertiary levels of care. It distinguishes service 

delivery from technology, immediate processes and environmental determinants. Decades of health care 

reforms also point to the need to plan future, and evaluate past and present financial and provision 

arrangements. 

7. The health accounting framework is expected to provide responses to these and many other 

analytical demands. Though SHA 1.0 / PG and other accounting approaches have moved further along the 

frontier of accountability, they appear to have failed to deal explicitly and comprehensively with some of 

these targets, particularly with community prevention programmes, which are recognized as contributing 

potentially over half of the health gains1 (WHO, 2007), and with medical goods.  

8. To target desirable changes to ICHA HC, a survey of problems identified by health accountants 

using SHA and the PG has been undertaken. A summary list is presented below. Annex 2 provides greater 

detail. 

Summary list of the main problems of ICHA-HC 1.0 

Terminology and definitions 

9. To be improved and complemented, e.g. few entities can "cure" but in most cases a "treatment" is 

expected; a clear definition of public health is lacking, as it is not always properly distinguished from 

administration. 

Need for greater transparency 

10. The functional aggregation is too large and too opaque, in particular with regard to in-patient 

care. 

                                                      
1. Preventive programmes are a key component of the system, including those related to food and 

environment, currently treated as health care related. Environmental hazards alone are responsible for 

about a quarter of the total burden of disease worldwide, and nearly 35% in regions such as sub-Saharan 

Africa. As many as 13 million deaths can be prevented every year by making our environments healthier. 

Environmental factors influence 85 out of the 102 categories of diseases and injuries listed in The World 

Health Report. Better environmental management could prevent 40% of deaths from malaria, 41% of 

deaths from lower respiratory infections, and 94% of deaths from diarrhoeal disease – three of the world's 

biggest childhood killers,http://www.who.int/features/factfiles/environmental_health/en/index.html. 
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Partial coverage 

11. Ancillary services and medical goods are presently only tabulated for out-patient care, therefore 

not accounting for a range of alternative delivery channels, including direct purchase by households for in-

patient delivery - frequently found in low- and middle-income countries.2 

12. The current coverage of transportation of patients is based on mode of financing, limited to 

reimbursed cases. A functional measurement is proposed to include transportation organised by various 

means in environments lacking ambulances and regardless of the payment mechanism. 

13. Several community health interventions currently recorded as below the line components (health 

care "related") constitute de facto exclusions from the base functional principles. Selected environmental 

products, such as food and drinking water, need explicit treatment in low- per capita income countries 

(HCR 4 and HCR 5).3 

Overlaps 

14. Some public health programme labels are not independent of population groups or location e.g. 

school health and other community programmes are also part of communicable and non-communicable 

disease services. More explicit guidelines are required on how to record joint or integrated production 

processes, such as training - research - delivery in teaching hospitals. 

Inconsistencies generated at the basis of the functional definition of SHA 1.0: 

15. A mix of functional criteria (purpose of consumption) is used with mode of production (MoP), 

i.e. the organisation of the production and delivery of health services, when determining the first and 

second digits. This is a kind of top down more than a bottom up determination process. Whereas curative, 

rehabilitative, LTC and public health and prevention classes follow a functional approach, ancillary 

services and medical goods for out-patients follow the mode of production criterion. The second digit of 

the functional classes highlights a mode of production definition. The third digit is then neither fully MoP 

nor functionally defined. 

16. Ideally, a function should be identified and measured independently of provision if only because 

i) similar benefits can be obtained from different provision paths; ii) medical and paramedical suppliers 

generate non-health products.  

Summary of main requests during the SHA consultation process 

17. The SHA consultation process has led to a set of criteria to define the functions (listed in Global 

Boundaries of Health Care) comprising:  

 Primary intent of the consumption is to improve, maintain health or prevent deterioration 

of health status of individuals, or the population as well as to mitigate the consequences 

of ill-health,  

 Medical or health knowledge is contained in their provision, 

                                                      
2
  An exploratory analysis suggests that as much as a third of pharmaceutical consumption is left unreported 

in the conventional ICHA HC reporting, albeit prescriptions have the same end in in-patient and out-patient 

care (Hernandez P, Poullier JP, 2004).  

3
  See "Life depends on water… and so does health" WHO Bulletin Vol. 86 No 1, Jan 2008. 
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 The consumption is a final use.  

18. Much of the administrative and financing services do not qualify under these criteria, but as they 

were under ICHA HC 1.0, are retained. 

19. The original functional classification also embraced the value of gross capital formation, in line 

with SNA definition of capital expenditure. It is proposed to move this away from the functional 

classification to be accounted for separately.  

20. A functional first digit classification with a second digit following a MoP approach is retained. 

This facilitates a fair continuity in reporting, and demands the aggregates in-patient (IP) and out-patient 

(OP) dichotomy is held to still be useful for policy-makers. These indicators are frequently built in a non 

standardised way, thus, additional guidelines are provided in unit .15.  

21. It has been requested by health accountants that the split of the public health program spending 

on communicable and non communicable diseases be retained. It is proposed that such information should 

be obtained through the disease distribution split (currently contained in Classification of Beneficiary 

Characteristics).  

II. Uses of the functional approach 

22. A clear definition of a health function and an unambiguous boundary-setting are necessary to 

ensure a greater harmonization of the estimates. The main expected uses of a functional classification are:  

 A grouping together of the health products entering the final use analysis,  

 A cross-classification of these with the financing vectors and /or with the provision 

vectors, and distribution across related beneficiary classifications,4  

 The generation of direct and indirect indicators, such as preventive/curative, in-

patient/out-patient, the shares of total spending in medicines, or on LTC, and those 

resulting from cross-classifying functions with financial or provision information. 

Indicators for national monitoring needs may differ, and may be linked to more detailed 

reporting levels.  

Defining the health functional approach in a System of Health Accounts 

23. This proposal attempts to merge the logic of structured country records with that of perceived 

data needs.  

Bundling alternatives 

24. Health care products comprise several thousand entries. A typical classification of these into 

groups, such as the Diagnostic Related Groups (DRG) may comprise many hundreds of hospital products. 

Furthermore, DRGs typically deal with only around a third of hospital activity and virtually not at all with 

the remainder of medical care. Pharmaceuticals number several thousand different entries, are grouped in 

                                                      
4
  The three basic cross-classifications are expected to be equivalent, but the analysis with population groups 

may involve partial coverage and thus no full equivalence: {HC x HF} ≡ {HC x HP} and HC = HB Where: 

HC Health functions, HF Health Financing, HP Health Providers, HB Health Beneficiaries, ≡ refer to 

equivalences, = equalities based on the population group for which the consumption is accounted for. 
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14 chapters when using the Anatomic Therapeutic Chemical (ATC) classification. Therefore, the necessary 

bundling together into health care functions may follow one, or a mix, of major routes, such as:  

 A commodity or product classification (health care services consumed with a health 

purpose) 

 An organizational purpose classification (level of care) 

 A type of activity (also an approach production-related, assuming that all production is 

consumed) 

 A mode-of-production / mode-of-financing classification (defining consumption as equal 

to the intended activity or financing scheme). 

25. The readily accessible product classifications (e.g. the national classification in Australia or the 

United States medical procedures) are heavily dependent on nation-specific billing or systemic structure 

considerations. The last attempt at establishing an international medical procedures list dates back three 

decades (1976), while the ICD-10 Clinical Modification remains unfinished. The SHA 2 program of work 

includes the development of a product classification.  

26. In national accounts, the concept of purpose relates "to the type of need a transaction or group of 

transactions aimed to satisfy or the kind of objective pursued". Transactions on the expenditure side deal 

with the question ―for what purpose?‖ (SNA 2008, 2.42).5  

27. A consumption function thus, embraces a bundle of products (goods and services) appropriated 

by final users (households), to which a specific purpose is attained.  

28. The health function involves all products consumed with the primary intent to promote, restore or 

maintain health status of individuals, groups of the population or the population as a whole. Measurement 

captures outputs that pave the way to consider outcomes. By convention those services, delivered to 

improve the effectiveness and efficiency of the health system, are assimilated into the class of 

Administration.6  

29. Health policy analysis also concerns itself with several domains of which primary level health 

care is the most visible but obviously there are second and third tiers. Though SHA does not retain this 

approach, it must somehow embrace the conventional components:  

 Education of individuals and population segments or health-related information, 

education and communication (IEC)  

 Adequate food supply and proper nutrition (nutrition and food safety programmes within 

prevention) 

 Adequate water supply, sanitation and environmental protection (within prevention) 

                                                      
5
  The term Function has a variety of different meanings, e.g. in mathematics and in economics, a function 

expresses dependence between two quantities.  

6
  The concept of final use, broadly similar to the one of final consumption, is referred as facilitating the 

handling of these conventions.  
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 Maternal and child care (including Family Planning, within personal care) 

 Immunization (within prevention) 

 Prevention and control of endemic diseases including through school and occupational 

health (within prevention) 

 Appropriate treatment (within personal care, prevention and stewardship) 

 Provision of essential medicines (within personal care, prevention and stewardship) 

30. The proposed classification below responds to demands expressed in previous consultations as 

well as to construction and feasibility criteria. In this functional approach, the analysis deals with personal 

and collective health services, as well as systemic services, aimed to increase the effectiveness of the 

system. All services consumed should be accounted for.7  

 Health promotion and disease prevention; 

 Treatment of disease and reduction of premature mortality; 

 Rehabilitation and development of functions;  

 Care for persons affected by chronic illness; 

 Care for persons with health-related impairment, disability, and handicaps requiring 

nursing care;  

 Provision of public health and collective prevention; 

 Administration of health programmes, health insurance and other funding arrangements; 

 Oversight of the health system. 

III. Rationale of the proposed classification  

The first digit  

31. The first digit proposal points to the purpose of consumption of personal services which can be 

individually identified and valued. The standard components of an individual contact with the health 

system linked to an episode may be disaggregated into a sequence of components designed to: 

                                                      
7
  Services provided through the non observed economy (NOE) should be accounted for, following the SNA 

guidelines, notably in countries where these are relevant. Among the more frequent NOE services, the 

largest class is unrecorded transactions (notably TCAM and sales of unregistered pharmaceuticals). 

Another category includes the non-authorised/illegal commodities, such as interruption of pregnancy 

services in some countries and under reported consumption for tax or false insurance claims, such as 

prostitution registered as health or massage and unjustifiable claims. NOE includes also under the table 

payments or "gratitude money", uncovered social security, unregistered providers, etc, but those should be 

discussed under the provision and financing components. To date some developments have been initiated 

to explore measurement paths (UNECE 2008). 
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 Establish a diagnosis  

 Formulate a prescription and therapeutic path 

 Monitor and assess the clinical evolution  

 Complement the process by imaging, laboratory and functional tests for diagnosis and 

evolution assessment  

 The prescription can involve various therapeutic means including the acquisition of 

pharmaceuticals and other medical goods, as well as therapeutic components, such as 

surgical, rehabilitative or maintenance care  

32. The natural history of disease qualifies the health system contact components. It displays a 

rationale of the uninterrupted progression of the disease, from the moment of exposure to the causal agents 

until recovery or death (see Figure 1).8  

33. The initial point is a disease free condition. Interventions in this case aim to enhance the health 

status and to reduce the risk of acquiring diseases, to prevent their occurrence. Preventive interventions 

also cover those in a first stage asymptomatic of the disease, in which an early detection is key to reducing 

the potential damage. It also includes a second stage of early symptoms which, through a timely detection 

are likely to be more successfully intervened.  

34. From the onset of a disease or disorder an appropriate treatment is required to reduce the 

damage. The initial care is of an acute nature, and a remission or cure is desirable and expected. Some 

diseases cannot be really cured and become chronic conditions. Treatment involves recurrent visits to 

health services for control as well as a personal involvement of the patient to monitor and control 

symptoms and treatment. In most countries these are treated as separate episodes of interaction with health 

systems. 

35. Co-morbidity may also occur. When an additional morbid process emerges while the first one is 

still active, this usually entails new treatment for the new acute condition. Other possible events during an 

episode are iatrogenic episodes, that is, a disease generated due to the treatment received, which also 

requires treatment. Complications frequently imply a more complex treatment. A relapse or recurrence is 

another potential outcome in which case the treatment has to be re-established or modified. Sequelae can 

remain.  

36. Disability and other sequelae may be rehabilitated and when rehabilitation is not feasible, a 

"maintenance" option to reduce suffering and limit deterioration is pursued. Long term care and palliative 

care are frequent components of this final stage.  

37. The first digit classes thus cover cure, rehabilitation, maintenance and prevention. Notably some 

direct provision to out-patients of ancillary services and medical goods can be difficult to allocate by 

function, in which case a specific class has been generated.  

38. Services with a preventive focus are displayed as follows: 

                                                      
8
  A specific description or "natural history of a disease" may exist by disease, adjusted alongside causal 

understanding in importance for prevention and control of disease. 
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 A measurement of preventive services, with a differentiation of the components: 

individual and community health, 

 For the purposes of this classification, prevention focuses on primary (reducing the 

number of new cases) and secondary prevention (reducing prevalence, or "stock of 

illness"),9 such as immunizations and screening or early detection of diseases, 

 A comprehensive measurement of preventive services, by including those components 

previously contained in HCR 4 and HCR 5, as food, hygiene and drinking water control 

and environmental health, 

 Not all preventive care corresponds to public health. The public health content includes a 

stewardship component linked to administration. Their personal care components are re-

integrated into those classes. Collective services not deliverable to specific individuals, 

such as epidemiologic surveillance and disease control as well as the promotion of 

healthy lifestyle, are dealt with as community health class at the second digit level 

allowing further disaggregation to avoid overlaps and a more country specific 

breakdown. The distribution by beneficiary characteristics will provide the additional 

information on population groupings, etc (see unit 11).  

Figure 1. Natural history of disease and the role of interventions 
Figure 1. Natural History of Disease and the role of interventions  

Lifestyle Interventions

Low risk

Preventive Services

ConditionDiseaseSymptomsEarly signsAt risk

Screening

Disease 

Management

Acute 

Treatment
Primary and Secondary Prevention

 

Source: Norman, G (2003) New Strategies in Disease and Utilization Management. Society of Actuaries: San 

Francisco Spring Meeting, June 24-22, 2002. Proceedings in: Record 28(2), 2003.  

 

39. Stewardship, governance and administration. Administrative services cannot always be easily 

allocated to individuals. Although they may not necessarily meet the health knowledge criterion directly, 

such services are essential to the effective functioning of the health system and may enhance its efficiency 

and equity. Stewardship and administration together form a single function class. Although these cover 

                                                      
9
  The provision of an effective treatment in the secondary prevention means not the provision itself but all 

the measures supporting the provision in the system, notably through measures such as enforcement of 

regulation and quality assurance of the services. Pommier MP et al. Sante Publique p 339-344. 
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more than a single function, one class is proposed at the first digit level due to its relatively low share of 

spending and the low feasibility to be split. The administration of health funds is also included in this class. 

40. The class of direct consumption “Other services to out-patients not specified by function” 

corresponds to an out-patient MoP delivered directly as diagnoses and monitoring, medical goods and 

other ancillary services. 

The second digit 

41. The second digit introduces a Mode of Production approach (MoP) by linking the point of entry 

to the system: hospitals, out-patient facilities, nursing units, home-base delivery, retailers and 

administrative units. This approach is mainly a statistical convenience to fit available national data 

sources but also responds to particular policy demands. The use of mode of production as an entry point to 

the health system's benefits requires conceptual and data considerations as it is a mode of delivery and not 

fully compatible with purpose: consumers search treatment and outcomes. The services consumed for a 

same end are not only related to the MoP but also vary according to characteristics of the structure of the 

system and to preferences of the consumer and those of the prescribing healing personnel. None of them 

are standard.  

42. Each Mode of Production involves a specific institutional arrangement. Once in the system, 

whatever the entry point was, the interaction will lead to a customized mix of services. There is no unique 

block of goods and services to be consumed in each of the MoP choices. It can correspond to a single or a 

bundle of products to cope with a range of health conditions of individuals. The amount and type will be 

determined by the health care personnel.10  

43. Whether it be a single or a bundle of products (goods and services), they correspond to a 

customized combination for each patient, in each episode. Measurement considers the nature of services, 

which have to be consumed while produced and cannot be stored, and that their measurement should not 

be in block but adjusted to the episode consumption, either as a single or a bundle of services (in this case a 

case-mix classification can be used).  

44. Individual prevention benefits involve a service, both linked to programme components and 

those individually sought benefits, but in all cases delivered under personal basis. Only primary and 

secondary prevention are retained, with specific classes of Information, Education and Communication 

(IEC), immunization and early case detection. The rest of the services will be included within an 

"others" aggregate. Feedback from statisticians in countries about criteria to facilitate and guide the 

generation of these data is invited.  

45. Community health relates principally to collective services of prevention, which contribute to 

the improvement in the health condition of individuals and population groups and to community support 

services. These services are often not assignable to individuals. The class involves epidemiologic 

surveillance and disease control programmes and the promotion of healthy lifestyle interventions 

inducing and inviting individual behaviour change. Valuation is typically approached through the weighted 

sum of inputs e.g. all specific programmes such as reproductive health, malaria, alert and response 

operations, health monitoring of drinking water, etc. 

                                                      
10

  Information asymmetry between the health provider and the consumer is the main reason why consumers 

accept in most cases the provider indicated therapeutic package. 
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46. Stewardship, governance and administration class is split into stewardship, governance and 

administration of health system collective services and administration of health insurance, those to 

support the operation of the system and the administration of insurance funds, both public and private. 

47. The class of direct out-patient consumption non specified by function corresponds to an out-

patient MoP in which the delivery units are specific to the type of service and good provision. These are 

pharmaceuticals, therapeutic appliances and other medical goods, such as optical or hearing aids, 

clinical laboratories, and imaging centres, transportation, and a miscellaneous "All other n.s.f." 

IV. The health functional classification 

48. Table 1 displays the first and second digit functional classes, most of which are already in use, as 

it can be seen in the second column. A refinement in the content of those classes would result in more 

comparable estimates. Advantages and disadvantages of the proposal are described below. 

Main changes to improve the functional classification 

49. HC3 A class of Maintenance care is proposed to include elderly, disabled and palliative care,  

50. HC4: A new class of individual prevention. The complexity of this class is that delivery of these 

services is entwined with other functions, thus accounting guidelines are required to extract them and to 

avoid double counting. Countries would progressively be able to develop a measurement strategy. 

Countries experts have said it is difficult but worth trying, 

51. HC 5 Community prevention now is proposed.  

a) It would be focused on a functional approach instead on population and disease type criteria. 

To deal with data needs by population groups and by disease distribution, a proposal is made by 

beneficiary analysis (see unit 11). 

b) To reach a comprehensive measurement of prevention, the preventive components previously 

defined as health-related functions (health components in HCR4 and HCR5) are now included. 

52. HC 6 Definitional adjustment, including: 

a) Stewardship, governance and administration in a function class aiming at a comprehensive 

coverage of services with the role of oversight and ensure the effectiveness, efficiency and equity 

of the system.  

b) The administration of insurance funds is expected to involve both public and private insurance 

as it involves a single function, which can be disaggregate if needed at the third digit level, 

53. HC 7 Improving the consistency at the first digit level, a class of "Direct out-patient consumption 

not specified by function‖ is proposed, to include the health services and goods consumed without an 

identified purpose. As second digit their content in ICHA HC 1.0 is retained. In HC7, patient transportation 

is proposed to include all modes of financing and production, albeit within the same boundary agreed 

criteria (unit 2).  
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Table 1. Proposed Functional first and second digits classification and the relation to the current ICHA HC 

Health Functions ICHA HC current codes

HC 1 Curative care HC 1

HC.1.1 Inpatient care HC 1.1

HC.1.2 Day care HC1.2

HC.1.3 Outpatient care HC1.3

HC.1.4 Home based care HC 1.4

HC 2 Rehabilitative care HC 2

HC.2.1 Inpatient care HC 2.1

HC.2.2 Day care HC 2.2

HC.2.3 Outpatient care HC 2.3

HC.2.4 Home based care HC 2.4

HC 3 Maintenance care HC 3 +

HC.3.1 LTC Inpatient care HC 3.1

HC.3.2 Other maintenance services of inpatient care

HC.3.3 LTC Day care HC 3.2

HC.3.4 Other maintenance services of Day care 

HC.3.5  LTC Home based care HC 3.3

HC.3.6 Other maintenace services home based care 

HC 4 Individual  prevention

HC.4.1 IEC  

HC.4.2 Immunization  

HC.4.3 Early case detection  

HC.4.9 Other individual prevention n.s.k.

HC 5  Community Prevention HC 6

HC 5.1 Epidemiologic surveillance and programme disease control

HC 5.2 Health promotion and healthy lifestyle interventions

HC 5.9 Community health benefits n.s.k.

HC 6 Stewardship, governance and administration HC 7

HC 6.1 Stewardship and health system administration HC 7.1

HC 6.2 Administration of health insurance funds HC 7.2

HC 6.9 Other administrative costs n.s.k.

HC 7 Direct outpatient consumption non specified by function

HC 7.1 Laboratory services HC 4.1

HC 7.2 Imaging services HC 4.2

HC 7.3 Pharmaceuticals and other non durable goods HC 5.1

HC 7.4 Durable goods HC 5.2

HC 7.5 Patient transportation HC 4.3

HC 7.6 Other services n.s.f. HC 4.9 + HC 5.9 

Memorandum items

M1 Long term social care HCR

M2 Health promotion in multisectoral settings 

M3 Delivery of health products abroad

M4 Consumption of health products by non residents

M5 Other non-health products  

54. The memorandum classes are designed to display relevant complementary measurements, 

notably through which the consolidation of the output of health providers can be facilitated. Health 

providers generate more than final consumption health services; accounting for all relevant classes may 

contribute to the refinement of estimates: 

 M1 social LTC related services, notably linked to ADL and IADL. Note that previously 

some of the ADL services were accounted for within the LTC class. This allows a 

continued reporting of LTC. 
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 M2 health promotion in multisectoral settings, notably to capture joint intervention of 

health system and other branches, e.g. alcohol level detection in drivers. 

 M3 health services and goods delivered on site to non-residents (e.g. medical tourism).  

 M4 health services provided as final or intermediate consumption abroad (cross border 

trade, e.g. imaging services sold abroad), 

 M5 non health-products, to account for services produced by relevant health providers for 

a non-health function. In many countries ministries of health are involved in other policy 

concerns, such as children, family, youth, sports, water and sanitation, population, social 

protection, and consumption. It also may account for cosmetic services without a health 

prescription, delivered in health facilities without a health purpose. When cosmetic 

surgery are rendered for a health reason, e.g. reparatory surgery following accidents or a 

dysfunction following a disease it should be considered as health service. Another 

component would be undesired products, such as wastes (in agreement with unit 2 

boundary agreed criteria).
 11

  

55. The Memorandum items do not imply a change in previous series but an opportunity to refine 

estimations.  

56. With regard to the other former health care related items, capital formation is discussed in a 

separate IHAT input paper
12

 and depending on the outcome of discussions on that it could be treated in a 

separate chapter or here.  

57. The treatment of R&D   is discussed in the IHAT input note on Capital formation.13 It may 

be conceptually tempting to consider Education and training of health personnel with capital 

formation as human capital formation, notwithstanding the SNA accounting rules which state, "staff 

training and education are not considered assets (SNA 2008 p 1.54). Should the current HCR2 

(Education and training of health personnel) be included with the HC memorandum items or 

elsewhere? Should IHAT seek to improve the guidance on measuring this item? 

V. Towards greater detail of digits  

58. The current proposal is limited at present to the first two levels and therefore provides less detail 

than the original ICHA-HC in SHA1.0. Personal care may be broken down further to reach greater detail. 

One possible breakdown would be to further divide mode of production to include some desirable sub-

classes: e.g. 

 Surgical services (in-patient, out-patient, etc.) 

                                                      
11

  Estimations of a "residual" on total of transactions and legal ones have been progressively shifted towards 

specific corruption and waste measurement, due to transparency and environmental considerations. The 

most frequent problems related to corruption involve illegal use of supplies, absences of personnel during 

working hours, illegal payments, excessive payments for supplies and services, inappropriate nominations 

to posts and to promotions, non authorized use of infrastructure, reference to private practice and induction 

of unnecessary medical procedures. (Di Tella and Savedoff, 2002) 

12
  See OECD paper DELSA/HEA/HA(2009)8. 

13
  Compare with IHAT input paper on Capital Formation DELSA/HEA/HA(2009)8. 
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 Gynecological and obstetrical (in-patient, out-patient, etc.) 

Or alternatively,  

 General medical (in-patient, out-patient, etc) 

 Specialized services (in-patient, out-patient, etc) 

59. The breakdown by mode of production, a concept linked to production analysis, implicitly 

introduces the concept of final and intermediate consumption. Concepts of final and intermediate 

consumption are useful to identify relationships among various branches of the economy and to analyse the 

production process, e.g. to avoid double counting. In a functional focus, all goods and services consumed 

with a health purpose should be considered in the measurement, regardless of the characteristics of their 

production. In line with this idea, measurement of pharmaceutical and consumption of ancillary services 

linked to in-patient services should be measured below the line.  

60. Surgical and some medical procedures in in-patient and out-patient settings may be identical in 

all but one respect: a hostelling service with some nursing care is added in the former. The role of ancillary 

services and medical goods are the same regardless they are provided to an in-patient or an out-patient.  

61. Consumption aims a preventive, diagnosis, or treatment purpose. All cases should be treated in 

the same way in a consumption focused analysis as is expected in the functional classification. It would be 

very useful to facilitate the comprehensive display of the classes already present for out-patient within also 

among in-patients. E.g. current report of medical goods and ancillary services could be included as part of 

the second digit breakdown or as third digit: e.g. 

 Pharmaceuticals in-patient, 

 Laboratory in-patient, 

 Alternatively, as third digit: 

 Laboratory, imaging, and prescription / provision of medical goods  

62. The main advantage of such inclusion would be the opportunity to add the various delivery 

choices to generate a consumption indicator comprehensive for each of them.  

63. An in-patient case of hypertension consumes medicines for the same end as the out-patient with 

the same condition.14 The record of both distributional options would not be different regardless the 

structure and preferences involved, not only as the current partially recorded consumption for out-patients. 

The tools of hospital management can allocate functionally much of their consumption classes.  

64. Based on institutional regulations and financial arrangements, diagnostic procedures and medical 

goods needed by an in-patient during the treatment may be supplied by a hospital or a clinic, or 

alternatively purchased by a patient in a pharmacy either on the premises of a hospital or clinic or in an 

external pharmacy. Particularly in middle- and low-per capita income countries, patients or their relatives 

have to obtain medicines or other pharmaceuticals non-durables, such as reactives, from a retail outlet 

regardless of the nature of the episode (see Figure 2 below). 

                                                      
14

  The role or function of pharmaceutical consumption is the same regardless the "prescriptor": self-

medication, retail sales-person, in-patient or out-patient provider.  
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65. Decision-makers develop policies linked to whole systems. Procurement, pricing and the 

promotion of generics in pharmaceutical are the most obvious examples. A global pharmaceutical policy 

comprises attention paid to specific segments, such as retail pricing or type of medicines or prescription 

patterns. The monitoring is often across the board and the associated increase of provision of generics 

monitored in many countries, though per force outside the HA framework, because the functional 

framework is dictated by a mode of production and a mode of financing definition, not a commodity 

approach. Moderate adjustments can enhance the relevance of the functional classification, through a 

revision of conventions and compromises.
15

  

Figure 2. Schematic representation of medicine distribution channels 

 

66. A comprehensive coverage of consumption is proposed which better suits the information 

requirement of policy analysts better than the previous SNA inspired partial handling, non displaying the 

consumption part of a treatment. The various existing distributional channels are acknowledged and 

comparability is improved as it reduces asymmetries related to differences in relative shares of in-patient 

and out-patient care (provision structure, user and provider preferences), provision / purchase of medicines 

needed during treatment, role for traditional medicines and non-occidental medicines, role for pharmacies 

and other distributional channels (e.g. informal), pharmacies in health care centres run as independent 

services, mail order and internet sales. 

67. Health accountants are requested to express their choice to handle second digits with 

greater detail, and third digit preferences. Also, related to their view regarding the location of the 

measurement of in-patient ancillary and medical goods, either as second, third digit or as 

memorandum items. 

VI. Suggested reporting classes  

68. The classification above leads to a choice menu in terms of aggregation, such as:  

 First digit functional classes: valuing the products contributing to the basic set of health 

functions  

 Second digit MoP classes: valuing the products contributing to the recovery of a lost 

health condition by mode-of-production 

                                                      
15

  Industry monitoring adjusts by aggregating all types of delivery but it does so at ex-factory prices which 

preclude the trade margins. This fact thus deprives policy analysts of a comprehensive vision of the 

function as well as violating the attribute of neutrality.  

A conceptual approachA conceptual approach
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Revising the conceptual approachRevising the conceptual approach
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69. Complementary reporting strategies would allow the generation of various useful indicators: 

 Specific service consumption: e.g. LTC with health and social components and total 

pharmaceutical consumption, if approved the third digit proposal. 

 The products corresponding to a systemic consumption of resources to support the 

efficiency – the effectiveness -- the equity of the system, notably those linked to 

administration, financing intermediation (revenue collection and pooling, third-party 

purchasing and resource allocation), regulation and systemic monitoring. 

 Income maintenance and other outlays related to health status, such as sickness benefits 

in kind. 

 Total output by function. 

VII. Questions for discussion  

70. Do the proposed first digit functions provide enough continuity, comprehensiveness, policy 

relevant classes and non-overlapping measurement? 

71. Is the maintenance care function appropriately delineated by including elderly, disabled and 

terminal care?  Is ‗maintenance care‘ the best label for this group? 

72. Is there a way to clearly identify a boundary between a health and a wellbeing purpose? This is 

particularly relevant for some health promotion activities and traditional medicine categories, e.g. gym 

exercise, yoga, iridology, massage, hypnotherapy or thalassotherapy? 

73. Is personal prevention a desirable class to merit an effort to design measurement strategies? If 

yes, could health accountants suggest approaches to measurement? 

74. Is the breakdown of community health appropriate? Should it be further divided? If so, into 

which classes? 

75. Health accountants are requested to express their choice as to how to handle second digits with 

greater detail and third digit preferences  as to the further breakdown beyond the mode of production.  

76. Do you have suggestions for the second digit breakdown? Should it be combined by type of 

service? e.g. 

 General medical in-patient / out-patient, etc. 

 Surgical in-patient / out-patient, etc. 

 Dental in-patient / out-patient, etc. 

 Gynaecological and obstetrical services in-patient / out-patient, etc. 

77. Is the third digit breakdown appropriate as to highlight complementary services or what approach 

should be taken within the classification in order to enable the generation of total consumption indicators? 

e.g. 
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 Pharmaceuticals  

 Other medical goods 

 Laboratory 

 Imaging services 

Or should they remain as memorandum items? 

78. Transportation of patients currently includes ambulance services to and from facilities for the 

purpose of receiving medical and surgical care. It also include transportation in conventional vehicles (such 

as taxi), when it is authorised and reimbursed (SHA pp 119).  In developing countries, there is frequently 

no comprehensive health insurance to ensure reimbursement or there might not be enough ambulances.  

However, geographic access to care is a key stumbling block and families spend considerable amounts to 

access care.   It is proposed that the following transportation expenditures be included additionally: 

transportation for emergency cases, or inter-health facility transfers, regardless of mode of transportation or 

financing.  What is the view of health accountants on these expansions? 

79. Are the proposed memorandum classes appropriate? Is there another proposal to consider? 

80. Should education and training of health personnel with capital formation be classified as human 

capital formation, notwithstanding the SNA accounting rules which state, "staff training and education are 

not considered assets (SNA 2008 p 1.54)?  

81. Should IHAT seek to provide more guidance on measuring these items? 
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ANNEX 1. LIST OF DEFINITIONS16 

I. Definitions of health functions  

82. Even limited to their international description, medical, surgical and paramedical procedures 

nomenclature could fill several volumes. Only a summary definition is proposed below bundling several 

thousand distinct products into a workable classification.  

HC 1 Services of curative care17  

83. This item comprises medical and paramedical services delivered during an episode of curative 

care. An episode of curative care is one in which the principal medical intent is to relieve symptoms of 

illness or injury, to reduce the severity of an illness or injury or to protect against exacerbation and/or 

complication of an illness and/or injury which could threaten life or normal function. 

84. Curative care involves as components: diagnosis, prescription and monitoring the evolution of a 

patient during an episode of curative care. Those components may be part of the initial health contact or 

can be expanded to more instrumental and complex complementary support based on diagnosis, including  

through the monitoring the clinical evolution (such as laboratory and imaging), and through treatment 

(such as surgical procedures, pharmaceuticals, orthesis or prosthesis provision), which require additional 

follow-up and resources.  

85. Includes: obstetric services; cure of illness or provision of definitive treatment of injury; the 

performance of surgery; diagnostic or therapeutic procedures. 

 Diagnosis, monitoring and therapeutic assessment,  

 Diagnostic support, referred as  

                                                      
16

  SHA 1.0 included references to additional international agreed classifications and non standard 

classifications, such as the ICD 9 CM and the Australian proposal. A mapping should be convenient from 

the SHA 1.0 classes to the new versions of the new classifications. These should be part of the 

development of the product classification, thus, it is not included here.  

17
  Personal care classes involve final consumption and include all cost components e.g. E-medicine, is 

expected to be included on the resources accounted for. E-medicine is the use, in the health system, of 

digital data—transmitted, stored and retrieved electronically— in support of health care, both at the local 

site and at a distance. A support to health care, involve information-intensive means for management, for 

hospital care, day care, out-patient care, for medical goods retailing, immunization & other programmes, 

for monitoring and evaluation, for clinical information, for surveillance and epidemiological work, know-

how and knowledge, health education, cross-border trade, the analysis and dissemination of medical data. 

Includes the Tele-radiology, the transmission of radiographic images from one location to another for 

interpretation by a radiologist. It is most often used to allow rapid interpretation of emergency room, ICU 

and other emergent examinations after hours of usual operation, at night and on weekends. In these cases 

the images are often sent across time zones (Spain, Australia, India) with the receiving radiologist working 

his normal daylight hours. Tele-radiology can also be utilized to obtain consultation with an expert or sub-

specialist about a complicated or puzzling case. 
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 Laboratory diagnosis 

 Imaging diagnosis  

 Surgical intervention, 

 Prescription and provision of medical goods and services, referred as 

 Pharmaceuticals and other non durable goods 

 Therapeutic appliances and other medical goods.  

86. Excludes: rehabilitative and maintenance care. 

87. Statistical compilations optionally can be further split by major medical and / or surgical 

specialties according to policy relevance: e.g. Cardiology, geriatric medicine, cardiothoracic surgery, 

general surgery. 

88. Subspecialties may also be considered, such as those medical: Allergy/Immunology, Infectious 

diseases, Nuclear medicine, and surgicals.  

89. Surgical services involve the use of operative manual and instrumental techniques on a patient to 

investigate and/or treat a pathological condition such as disease or injury, to help improve bodily function.  

90. Surgical benefits involve  

 Elective surgery, to correct a non-life-threatening condition, and is carried out at the 

patient's request, subject to the surgeon's and the surgical facility's availability,  

 Emergency surgery, must be done quickly to save life, limb, or functional capacity,  

 Exploratory surgery is performed to aid or confirm a diagnosis,  

 Therapeutic surgery treats a previously diagnosed condition. 

91. All types of surgery are to be included,  

 Minimally invasive surgery involves smaller outer incision(s) to insert miniaturized 

instruments within a body cavity or structure, as in laparoscopic surgery or angioplasty,  

 Open surgical procedure requires a large incision to access the area of interest.  

 Laser surgery involves use of a laser for cutting tissue.  

 Microsurgery involves the use of an operating microscope for the surgeon to see small 

structures.  

 Robotic surgery makes use of remote control of the instrumentation operated under the 

direction of the surgeon. 

92. Surgical procedures involve: 
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 Excision, resection, reconnection of organs, tissues, etc., ligation, Grafts, creation of a 

stoma, transplant surgery, arthrodesis, repair of a fistula, hernia, or prolapse, other 

procedures, including:  

 Clearing clogged ducts, blood or other vessels, removal of calculi, draining of accumulated 

fluids, debridement, damaged, dialysis 

93. Other therapeutic processes should also be included: e.g. chemotherapy and radiotherapy, 

widely accompanying oncologic treatment, are classified under this class, as well as the liquids related to 

the corresponding study, e.g. imaging liquids, photo plates and other components. 

HC 2 Rehabilitative care 

94. This item comprises benefits received by patients during an episode of disease or trauma 

recovery with the aim of restoring an individual to fullest capacity, physically, mentally and socially. 

Rehabilitative care comprises services where the emphasis lies on improving the functional levels of the 

persons served and where the functional limitations are either due to a recent event of illness or injury or of 

a recurrent nature (regression or progression). Included are benefits received by persons where the onset of 

disease or impairment to be treated occurred further in the past or has not been subject to prior 

rehabilitation services. 

95. Rehabilitative care requires recurrent patient assessment and review of the clinical course and 

treatment plan for a limited time period (several days to several months), until a condition is stable or a 

pre-determined treatment course is completed. The components frequently involved are: 

 Physical therapy to help strength, mobility and fitness recovery 

 Occupational therapy to help with daily activities  

 Social involvement therapy, such as speech-language therapy to help with speaking, 

understanding, reading, writing and swallowing  

 Treatment of pain 

HC 3 Maintenance care 

96. This item comprises health services received by patients with chronic illness or disability who 

cannot care for themselves for long periods of time. Maintenance care is typically a mix of medical and 

social services. This type of care can be provided in combination with social services that should, however, 

be recorded separately.  

97. Includes: maintenance health care for dependent elderly, for physically dependent patients and 

for terminal cases. This includes respite care and care provided in homes for the aged by specially trained 

persons, where medical nursing care is the primary component; hospice or palliative care (medical, 

paramedical and nursing care services to the terminally ill, including the counselling for their families). 

Hospice care is usually provided in nursing homes or similar specialised institutions. 

98. Also included is maintenance nursing care for mental health and substance abuse patients where 

the care need is due to chronic or recurrent psychiatric conditions. 

99. Excludes: non health care services, ADL and IADL. 
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100. Senescence care. Health care comprising ongoing health and nursing care given to elder patients 

who need assistance on a continuing basis due to chronic impairments and a reduced degree of 

independence and activities of daily living. This care is typically a mix of medical (including nursing care) 

and social services.  

101. This type of care has several special cases. E.g. an often neglected in formal treatment, is night 

cases, e.g. elderly patients with a disturbed sleeping pattern but normal behaviour during day, living with 

relatives during the day, admitted into an institution at night. A similar case is that of mentally unstable 

persons which may even exert a profession during normal business hours but integrate a psychiatric 

institution at night. Another case consists in elderly patients living with relatives during much part of the 

year are "admitted" during the family's vacation period. 

102. Disability care. Health care comprising ongoing health and nursing care given to patients who 

need assistance on a continuing basis due to chronic impairments and a reduced degree of independence 

and activities of daily living. This care is typically a mix of medical (including nursing care) and social 

services.  

103. Terminal care. The management of patients during the last few days or weeks or even months of 

life, when an active and progressive disease for which curative treatment is not possible or not appropriate. 

Terminal care involves services of staff trained in palliative care (the active care of patients with advanced 

progressive illness); regular access to supporting specialized palliative care; involving beyond the 

management of symptoms alone; and specialized communication with residents and their families about 

death and dying.  

104. During this time it is unlikely that there will be any active treatment e.g. for the cancer, and the 

focus will be on the person's comfort, and on giving support to their family. 

105. Palliative care is based on relieving pain, and other symptoms, and on providing emotional and 

spiritual support for the patient and their family members. The aim is to help a person have the best quality 

of life possible. In many ways the principles of palliative care are the same as those of supportive care. But 

while supportive care can be offered to people at any stage of their disease, palliative applies to cases when 

a cure is not possible.  

106. Even when it can't be cured, many people will live with chronic diseases for years and lead a 

more or less normal life. E.g. in the case of cancer, from time to time they may have treatments, like 

radiotherapy or chemotherapy, to keep their condition under control. Palliative care works, alongside these 

‗active‘ treatments, to promote comfort and wellbeing. 

HC.4 and HC.5 Preventive care 

107. Prevention involves individual and community health. Prevention is any service which reduces 

the burden of mortality or morbidity from disease. This takes place at primary, secondary and tertiary 

prevention levels. 

i.  Primary prevention anticipates the emergence and lessens the severity of diseases. Most 

population-based health promotion activities are primary preventive measures e.g. vaccination.  

ii.  Secondary prevention activities are aimed at early disease detection, thereby increasing 

opportunities for less costly and invasive interventions to prevent progression of the disease and 

emergence of symptoms e.g. screening for Tb, diabetes, breast cancer, etc. 
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iii. Tertiary prevention reduces the negative impact of an already established disease by restoring 

function and reducing disease-related complications 

108. In this classification, prevention is limited to primary and secondary prevention, that is to say, 

involves specific benefits aimed at avoiding contact with disease producing risk factors to reduce the onset 

of a disease and to early detection of diseases. Advances in imaging technology and molecular biology are 

dramatically increasing this field. 

HC 4 Individual Preventive care 

109. Preventive services involved are received on an individual basis as part of an organised 

programme control intervention or through individual demand to health providers. In most cases the 

benefits are received in an integral way and often the only records for specific components available are 

those under programmatic basis.  

110. Includes:  

 Information, education and communication (IEC) delivered under individual basis, as 

part of a control programmes include those disease oriented, such as medication 

adherence, self management guidelines of diseases, preoperative education, or discharge 

plans. This service consist in informing and orienting individuals about some health 

problem, their conditioning factors and particular risks, and providing a test for them to 

know their health status, orienting them on how stay well if the results are negative, and 

orienting and referring them for follow up, if positive. 

 Immunization, in order to prevent the development of a disease, before or after 

exposure, with the use of pharmaceutical products, such as vaccines. It is a primary 

prevention in most cases, except for rabies or exposure to tetanus. It can involve 

consumption both as a control programme and individual demand. E.g. diphtheria, 

hepatitis, influenza, measles, meningococcal, mumps, pertussis, pneumococcal, polio, 

rabies, rubella, tetanus, the H1N1 flu and VPH, varicella, yellow fever, zoster, etc.  

 Early disease detection is the active search of a disease or other health problem early in 

its course, before symptoms appear. They can involve screening, diagnostic tests and 

medical exams. Due to the agreed boundary criteria, wherever there is no transaction, 

these are not included, notably through self-exams. Refer to benefits such as for breast 

cancer, cervical, colon rectal cancer, diabetes, HIV/AIDS, malaria, tuberculosis, etc.  

 A class all other individual preventive services allows for a flexible classification of 

benefits listed in budgetary and other records. E.g. consumption of antimalarials as a 

preventive measure. 

111. Excluded are the mass media IEC delivery, other collective preventive interventions and those 

benefits whose aim is to reduce the negative impact of an already identified and established disease. 

HC 5 Community health  

112. Refers to the collective components of programmes not allocable to specific individuals, notably 

as planning, monitoring and evaluation of interventions to prevent and control diseases, including measures 

supporting the provision of the system, such as enforcement of regulation and quality assurance 
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programmes. Also are included operational activities for immediate improvement of the programme, such 

as hands on training and operational research. 

113. Includes of prevention and control of diseases, and promotion of healthy lifestyle interventions. 

114. Health promotion is the process of enabling people to exert control over the determinants of 

health and thereby improve their health. A major strategic component is health education (e.g. education of 

schoolchildren about health consequences of smoking): an activity involving communication with 

individuals or groups aimed at changing knowledge, beliefs, attitudes and behaviour in a direction which is 

conducive to improvements in health. Healthy lifestyle interventions are focused on the promotion of 

habits can help to reduce specific risks, notably related to tobacco consumption, diet, physical activity, salt 

consumption, alcohol drinking habits, sexual behaviour, safe driving, etc.  

115. To facilitate the individual changes, environmental and organizational improvements should be 

reached, through advocacy and partnership building with relevant parties, e.g. to ensure safe spaces (house, 

school, workplace, streets) and law enforcement: The health component of advocacy, regulation and 

legislation are part of the stewardship function (HC 6); the capacity building and law enforcement related 

to health components by the health system are part of this community health class (HC 5). Law 

enforcement and capacity building joined with other branches operations in settings external to health 

systems are part of the memorandum item (M2) Health promotion in multisectoral settings. 

116. Epidemiological surveillance and disease prevention and control. As suggested during the 

consultation process, programme breakdown would correspond to national nomenclature. Generic content 

includes:  

 Analyses of profile health status, of trends in socio-demographic variables, mortality, 

morbidity, risks and hazards (personal and environmental), barriers to access to personal 

preventive services and personal, treatment services of public health significance and 

coverage of population-based public health services, to identify current and potential 

threats to health;  

 Conducting surveillance of outbreaks and patterns of communicable and 

noncommunicable diseases, injuries, and exposure to environmental agents harmful to 

health and the associated risks and hazards;  

 To undertake case finding, diagnosis and to ensure the appropriate treatment of diseases 

of public health significance, such as tuberculosis;  

 To ensure access information and support services for better management of health 

problems of interest;  

 To respond rapidly to control outbreaks and emerging specific health problems or risks;  

 To implement mechanisms to improve surveillance systems and disease prevention and 

control. 

HC 6 Stewardship, governance and administration.  

117. These are systemic services with a major focus on the effectiveness and efficiency of the health 

system and administration of health funds are assimilated to this class. Stewardship includes planning, 

policy formulation and information intelligence for the entire health system, such as  
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 Health needs monitoring, 

 Health accounting and specific resource monitoring, 

 Development of strategic studies to set standards. 

118. Includes: Assessment of health status in the country, accurately and continuously. Periodical 

assessment of health services needs (and/or targeted assessments), to measure resources and assets (in 

communities and in other sectors) to support public health, to manage information by developing 

technology and expertise, and methods for management, analysis, quality control, and communication of 

information and to integrate information systems by collaborating within the health system. 

119. Administration. It involves the design of measures to regulate, generate incentives, and to 

control organizations and resources in the system, such as general and specialized medical establishments, 

such as dental services, hospitals and clinics, nursing and convalescent home services. Directive and 

operational roles as well as the resources involved in such roles are to be contained.  

120. Includes services setting and establishment of standards for medical and paramedical personnel 

and for hospitals, clinics, surgeries, etc.; regulation and licensing of providers of health services; and 

applied research and experimental development into medical and health-related matters. Design of 

incentives and control mechanisms are also part of this essential function of any health system. 

121. Excluded are the resources subject to the administrative role. E.g. it should not contain the 

compensation of employees administered, but only of the personal involved in the managerial function. 

Same with other operational costs in inputs and services; these are to be excluded when they are not 

allocated directly to the entity in charge of the managerial function. 

122. Administration of health funds involves a subcomponent specific both to health funds 

regardless their public and private origin and their public and private provision. It contains the 

management of the fund collection, administration and monitoring and evaluation of such resources. 

HC 7 Direct out-patient consumption non specified by function 

Laboratory diagnosis  

123. This entry comprises a variety of tests of clinical specimens in order to get information about the 

health of a patient. Laboratory tests are an integral part of the consumption of any patient, and constitute a 

guide for diagnosis and treatment choice.  

124. Laboratory diagnosis includes the areas of: 

 Anatomic Pathology (histopathology, cytopathology);  

 Clinical Microbiology (bacteriology, virology, parasitology, immunology, and 

mycology);  

 Clinical Biochemistry (enzymology, toxicology and endocrinology);  

 Haematology (coagulation and blood bank);  

 Cytology (semen and organ banks); 
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 Genetics (cytogenetics).  

125. Other functional tests. Clinical tests directed to specific organs and requiring additional 

technology to measure the activity, are linked to most of medical specialties: cardiovascular: e.g. 

electrocardiographic diagnosis; allergy: e.g. allergy test, food sensitivity tests; audiology, etc. Other 

diagnostic services include tests as electrocardiographic diagnosis, effort assessment.  

126. Blood, sperm and organ bank services. This subclass includes: services provided by blood, 

semen, embryo, tissue and transplant organ banks, including storing and cataloguing of available specimen, 

matching of donated specimen and potential recipients etc. 

Imaging diagnosis  

127. This item comprises a variety of services applying imaging technology like x-ray and radiation to 

diagnosing and monitoring patients. Includes an array of imaging technologies to diagnose and treat 

diseases, such as:  

 Plain X-ray, bone; Soft tissue imaging, 

 Contrast X-rays or photo-imaging 

 Diagnostic ultrasound,  

 Computed tomography (CT)  

 Computer Assisted Tomography,  

 Nuclear medicine,  

 Nuclear magnetic imaging; Nuclear scanning 

 Positron Emission Tomography (PET)  

 Magnetic resonance imaging (MRI).  

 Other miscellaneous diagnostic imaging (arteriography using contrast material, 

angiocardiography, phlebography, thermography, bone mineral density studies). 

Pharmaceuticals and other non durable goods 

128. Comprises pharmaceutical products prescribed and dispensed to out-patients. Pharmaceuticals are 

substances intended for use in the diagnosis, cure, mitigation, or treatment of disease such as medicinal 

preparations, branded and generic medicines, drugs, patent medicines, serums and vaccines, vitamins and 

minerals and oral contraceptives. Fluids required for dialysis, as well as gases as oxygen should be also 

included. Medications are divided into:  

i) Over-the-counter drugs (OTC) which may be available without prescription, which 

comprises branded and generic products,  

ii) Prescription only medicine (POM), which are only deliverable by a licensed medical 

practitioner, which comprises branded and generic products. 
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iii) Other non durable medical goods, such as adhesive and non-adhesive bandages, 

hypodermic syringes, first-aid kits, hot-water bottles and ice bags, medical hosiery items such as 

elastic stockings and knee supports, condoms and other mechanical contraceptive devices. 

129. Pharmaceuticals acquired for a patient regardless whether they were acquired in a pharmacy or 

the pharmacy in a hospital or through the healer or any other distribution mean. 

130. Further distinctions are desirable (which may evolve subsequently into subclasses), such as 

branded and generic medicines, hospital own manufactured supply. Subclasses such as "essential 

medicines" are operational distinctions already institutionalized in some countries for routine monitoring, 

which could be also included as a detailed breakdown. Eventually, a therapeutic breakdown based on the 

Anatomic Therapeutic Chemical classification is also desirable. A detailed compilation is required to 

establish appropriate price and volume indices.18 

131. Excludes: veterinary products; articles for personal hygiene such as medicinal soaps. 

Therapeutic appliances and other medical goods 

132. This item comprises a wide range of medical durable goods received by out-patients.  

 Can be classified as orthotics (devices that support or correct deformities and/or 

abnormalities of the human body) and 

 Prosthesis (artificial extension that replaces a missing body part). E.g. corrective eye-

glasses and contact lenses, hearing aids, orthopaedic appliances such as orthopaedic 

shoes, artificial limbs and other prosthetic devices, orthopaedic braces and supports, 

surgical belts, trusses and supports, neck braces and other prosthetics including implants. 

Implant is a medical device made to replace and act as a missing biological structure (as 

compared with a transplant, which indicates transplanted biomedical tissue). Equipment 

comprises a variety of medico-technical devices such as powered and unpowered 

wheelchairs and invalid carriages, "special" beds, crutches, electronic and other devices 

for monitoring blood pressure. 

133. Excludes: hire of therapeutic equipment; protective goggles, belts and supports for sport; 

sunglasses not fitted with corrective lenses. 

Patient transportation 

134. This item comprises transportation of patients to the health care premises or as a required inter-

facility transfer to complement a bundle of services. E.g. emergency transportation to health facilities and 

transportation between health facilities to complement imaging diagnosis or rehabilitative treatment. The 

transportation can be delivered in a specially-equipped surface vehicle or in a designated air ambulance to 

and from facilities for the purposes of receiving medical and surgical care. It also includes transportation in 

conventional vehicles, such as a taxi, when either there is a transaction involved or there is an overhead 

                                                      
18

  Essential medicines are the medicines that address the priority health care requirements of a population. 

These medicines are selected through an evidence-based process with due regard to public health 

relevance, quality, safety, efficacy and comparative cost-effectiveness.  The WHO Essential Drugs List 

was first published in 1977 and is updated every 2 years. It has proved to be a powerful tool for the 

promotion of primary health care by rationalizing the selection and use of medicines as well as their cost. 

Hogerzeil 2004. The concept of essential medicines: lessons for rich countries. BMJ 329: 1169-72. 
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e.g. in the case of an inter hospital diagnosis imaging procedures. The boundary should correspond to the 

agreed criteria quoted in unit 2.  

135. The transport service may be specialized, with or without resuscitation equipment or medical 

personnel. It can be billed as part of the related benefits (e.g. imaging diagnosis, etc). Includes emergency 

transport services of public fire rescue departments or defence that operate on a regular basis for civilian 

emergency services (not only for catastrophe medicine).  

Other services n.s.f.  

136. A residual class covering all expenditure not allocable or specified by function is also included. It 

groups all expenditure not able to be disaggregated on the available classes. E.g. the imported services 

consumed reported in HP 9 may not always be identified by functional class. If so, they should be reported 

under n.s.f. It is worth noting that the n.s.f non specified class is different to non else classified (n.e.c.) 

class, which groups categories not relevant to be highlighted (e.g. too small). The aim is to reduce the 

amount recorded in this class in order to gain in transparency. 

II. Mode-of-production classes  

HC 1 In-patient benefits 

137. An in-patient is a beneficiary formally admitted into an institution for treatment and/or care and 

overnight stay. The stay can be in a hospital or related institution providing care, such as nursing and 

residential care establishments, or ambulatory care classified facilities performing occasional procedures 

demanding in-patient care. It also comprises prisons or armed forces facilities which accommodate patients 

justifying one or more overnight stay in an ad hoc facility. Tuberculosis hospitals and sanatoriums are 

often organised to include accommodation provided in combination with medical treatment, this being the 

predominant purpose provided during the stay in those facilities. Mental disease constitutes another 

subclass of patients sometimes requiring in-patient surveillance.  

138. By contrast, accommodation where social services are the predominant aspect should not be 

included as part of the health function. Examples include nursing homes, homes for disabled persons, 

orphanages, where health care is an important component but normally provided only when an episode 

raises the need of a continued surveillance.  

139. Episodes lasting less than 24 hours in which the beneficiary leaves the hospital or other 

institutions the day following the day of admission are counted as in-patient care. 

140. Accommodation is mostly required because hospitals deal with more complex medical cases 

requiring longer diagnostic procedures and pre or post operative surveillance; care with accommodation 

typically translates into greater severity of medical cases. 

141. The inclusion of accommodation with medical & paramedical care constitutes the main 

distinction between out- and in-patient care. The hotel sub-function of a hospital stay care becomes more 

apparent when patients are transferred to post-acute hospital wards or to ―hostels‖ providing less intensive 

and limited medical attention though still functionally integrated in the provision of hospital care.  

142.  In the case of developing countries the imputed or actual cost of services performed by patients‘ 

relatives in hospitals – including food, basic nursing care, and cleaning – should be recorded under this 

heading, if it is not provided by the health facility. 
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143. The treatment episode is the basis of the mode of production consideration. The expenditure 

embracing all benefits received during an in-patient episode of care should be included regardless of the 

provider or the payer, e.g. when pharmaceuticals are provided by health professionals or by relatives who 

had to acquire them in a pharmacy hospital-based or other (e-sales, etc.). 

HC 2 Day care  

144. In-patient and out-patient services are practically universal. However, day care involves a 

strategy still in its development stage in many countries and linked to specific objectives such as cost 

containment and waiting list reduction. Day care is a mode of production involving a specific organization 

of staff and equipment to deal with a specifically organized set of procedures. Day care comprises medical 

and paramedical services, which have a planned nature in most cases, delivered to patients formally 

admitted for diagnosis, treatment or other types of health care with the intention to discharge the patient on 

the same day. Day care is usually performed in institutions or wards specialised in planned services 

comprising a recovery episode, for example elective surgery, which can involve around 60% of more 

frequently performed surgeries. 

145. An episode of care for a patient who is admitted as a day-care patient but due to a complication is 

retained is to the extent feasible re-classified as an in-patient case. Services for non-admitted patients that 

are extended to formal admission for day-care are considered as day care. A day patient (or ―same-day 

patient‖) is usually admitted and then discharged after staying between 3 and 8 hours on the same day. 

146. Day care services can be delivered in hospitals, ambulatory premises or self standing centres. 

Ideally, a classification of functions should not discriminate at provider but at commodity itself. Day care 

services are, recording-wise, often aggregated them as an out-patient option. Hospitals may provide day 

care, OP and IP services, thus should be registered in the providers cross-classification with providers.  

HC 3 Out-patient care 

147. This item comprises medical and paramedical services delivered to a patient admitted in a facility 

not normally providing an in-patient accommodation. An out-patient is not formally admitted to the facility 

(physician‘s private office, hospital out-patient centre or ambulatory-care centre) and does not stay 

overnight. An out-patient is thus a person who goes to a health care facility for a consultation/treatment, 

and who leaves the facility within hours of the start of the consultation without being ―admitted‖ to the 

facility as a patient. The term ―out-patient‖ has a wider meaning than in many national reporting systems in 

which this term is limited to care in out-patient wards of hospitals. All visitors to ambulatory care facilities 

that are not day cases or overnight cases should be considered out-patients. 

148. Excludes: direct out-patient consumption of goods and services.  

HC 4 Home based care 

149. Comprises medical and paramedical services delivered to patients at home. Included are obstetric 

services at home, home dialysis, telematic services and the like. 

150. The aim is to record the expenditure for all benefits provided in a home-setting. 
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III. Complementary definitions  

Memorandum classes  

151. Health Benefits consumed by non-residents. In order to account for the output of relevant 

providers and to monitor the extent of the provision of health goods and services to non-residents, some 

classes are proposed as memorandum items. In some cases this class may be relatively small, but 

increasingly can become relevant to be recorded. If required may also be further split by main functional 

aggregate. See unit __ with specific notes related to trade of services. 

152. Delivery of health products abroad. The bulk of cross-border financial assistance and technical 

cooperation in health but a part is delivered by the units and institutional embraced by the production 

boundaries and should thus also be explicitly accounted for. E.g. are also the provision of services to health 

providers, such as imaging interpretation abroad, etc. 

153. Non health products. Not all relevant expenditure is a health product. In order to facilitate the 

identity between the production vectors, the output can be re-created through the insertion of a "non-health 

product" class. In some cases it may involve health technology, e.g. the cosmetic purpose interventions.  

154. Clinics may perform plastic surgery to patients plus epilation services - botox - that fail to satisfy 

the criteria of repairing a lost health status or enhancing that status, yet the activity statistics of hospitals 

and clinics fails to dissociate the two. A large share of, say, medications designed for erectile dysfunctions 

(therefore prescribed), is acquired over-the-counter for sexual performance. No production schedule may 

exceed demand or actual use, yet under the boundaries set in units 2 and 8 require accountability as final 

use. 

155. Inadequacies in recording procedures may lead to the actual inclusion of misuses of medical and 

paramedical technology. Audits of health services in systems with reimbursement identify part of the 

misuse of resource and waste. These audits are conducted, by essence, after the close of accounting period; 

they seldom permit a desirable correction of the revealed gross consumption. A person purchasing a Rx 

may not get the benefit when the equipment suffers a failure and a second image has to be taken. As the 

consumer is charged only one image, one may be the formal record. 

156. Additional memorandum entries could be selected when relevant. E.g. similar to those available 

now: 

 Environment interventions: could include a huge range of activities, related to the natural 

and built environment, without a specific concern in their link to human health, usually 

classified as air, air pollution, land/soil, wastes, surface water, groundwater, radiation, 

etc. The health impact is analysed by the environmental health, as a community health 

intervention. 

 Food delivery not for specific nutritional health purposes and programmes not directly 

related with health and analyses of the agents of foodborne disease, notably biological 

and chemical hazards, such as bacteria and pesticide and additives, respectively should 

also be included (http://www.who.int/foodsafety/consumer /5keys/en/index.html). 

157. In a representation which cross-tabulates finance, provision and final consumption, expenditure 

on capital formation (former HCR1) does not qualify as a function. This is discussed further in the IHAT 

input paper on capital formation.  
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ANNEX 2. LIST OF REPORTED ISSUES REQUIRING A REVISION OF ICHA-HC 1.0. 

158. HC.1.1 In-patient Care: The domination of mode-of-production limits the identification of the 

benefits received which is only possible at third digit. 

159. HC.2 Rehabilitative Care: The definition nature of this entry in ICHA-HC 1.0 has discouraged 

many to measure it as a separate category; it has been proposed a review of the self-standing nature of this 

category, with a view to possibly merge with another class of functions. 

160. HC.3 Long Term Care: Combines two distinct functions: medical and paramedical care and 

social care. The necessity of a consolidated has been expressed by some countries which disagree with the 

dual nature: severity vs. activity for a standard way of health expenditure. 

161. HC.4 Ancillary Services: Mode-of-production-determined, refers only to out-patient services, 

introducing a bias across countries given different priorities given, to out-patient or in-patient or day care. 

162. HC.5 Medical goods dispensed to out-patients: total value has been recognized as relevant 

information for decision making. It thus should be recorded regardless of mode-of-production (the current 

definition accounts only for out-patient sales) with a dual objective to embrace traditional - alternative and 

complementary medical goods in the framework and to reflect the total use of medical technology. 

163. HC.6 Prevention and public health: the present class does not reflect the role of community 

products that impact on the avoidance of health risks, and those community products which enhance the 

health status of population segments. It misses out the environment with a strong impact on the health 

status of population segments, many of which are in the present SHA a memorandum item. There is room 

for overlaps of population groups and program coverage. It is also needed an accounting of personal 

prevention services; e.g. immunization, currently accounted for as curative care in HC.1. 

164. HC.7 Health administration and health insurance: needed to account for non-health products 

which support the operation of the health system, such as stewardship and governance, but do not directly 

benefit population segments. Administration lacks a clear definition. 

165. HC.R Health care related: Expenditure related to the operation of the health system that is not a 

final consumption but is used over several accounting periods, such as fixed capital investment, investment 

in the education of medical and paramedical personnel, investment in the acquisition of new knowledge 

(R&D) - investment in environmental facilities that strongly impact health status: 

 HCR 2. Some of the training activities and the payment of trainees are already covered by 

programmes and involved in joint health care products. There is no clear indication of 

how to treat the different arrangements. 

 HCR 3 Some of the R&D activities are a joint product of health care. There is no clear 

distinction on how to treat the different arrangements. 

 HCR 4 Food, hygiene and drinking water control has components which are genuine 

functions, public health components, which should be accounted for. 

 HCR 5 Environmental health has components which are genuine functions, public health 

components, which should be accounted for. 
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ANNEX 3. HEALTH CLASSES IN REFERENCE CLASSIFICATIONS AND THEIR SHA 

LINKAGES. 

166. Different classifications co-exist, responding to specific purposes, all with a consumptive 

interface: 

i)  Those associated with the macro-accounting SNA construct: COICOP, COFOG, COPNI, 

COPP, CPC/CPA, ISIC/NACE, GFS, etc.  

ii) More subject specific ones: ESPROS, ISCED, ISCO, ATC, the essential medicines, ICMP, 

Frascati Manual / NABS, ICPC (Classification of Primary Care), etc.  

iii) The case-mix classifications or parallel: DRG, HRG, GHM, ICD-10 CM, etc. 

iv) The medical procedures ones: surgical, dental, etc. [In fact, social insurance and budgetary 

arrangements, private insurance coinsurance  have developed extensive product nomenclatures 

for billing purposes  

v) Price-survey indexes 

167. The proposed functional classification relies on the reference classifications and on the former 

ICHA HC. Administrative records and surveys are frequently based on reference classifications. Some 

highlights:  

168. Six SNA reference classifications are considered: Four functional applicable to enterprises and 

quasi-enterprises, government, households; one classification for products; and one for activities.  

Governments 

169. COFOG: expenditure of governments by purpose.19 Nominally a purpose classification, it is 

mainly collated as the intended final use, fitting a financial approach; A relevant questionnaire includes a 

full array of current and capital cost components, such as compensation of employees and capital 

formation. 

170. SHA.0 functions are reported in one class (07), broken down as: 

 Hospital services (general, specialized, medical and maternity centre services, nursing 

and convalescent home services);  

 Out-patient services (general, specialized, dental, paramedical);  

 Medical products, appliances and equipment;  

 Public health;  

 R&D; and  

                                                      
19

  http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=4&Lg=1 
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 N.E.C. (comprising the concepts of stewardship and administration). Some countries 

report two cost components, compensation of employees and one accumulation account: 

GFCF.  

Households 

171. COICOP: individual consumption by purpose.20 Nominally a purpose classification expresses 

the household's spending intent and shares the financial/functional classification attribute; 

172. SHA.1 functions are included in various classes, e.g. to identify insurance consumption. Health 

services consumed by household are mainly: 

 Medical products, appliances and equipment;  

 Hospital (one class);  

 OP (split as medical, dental and paramedical services)  

Enterprises:  

173. COPP: classifies the purpose of transactions, including intermediate consumption and capital 

outlays of financial and non-financial corporate and unincorporated enterprises.21 

174. Only one of the six spending classes involves IC, and one deals with infrastructure (GFCF). 

Health functions are split into several classes, personal curative care is part of a human resource 

development class 

175. COPNI: purpose of final consumption expenditure, intermediate consumption, gross capital 

formation and capital and current transfers of non profit institutions.22 

176. Most SHA.1 covered in one health class 

 Hospital services;  

 Out-patient (medical, dental & paramedical services);  

 Medical products, appliances and equipment;  

 Public health;  

 R&D;  

 Other.  

                                                      
20

  http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=5&Lg=1 

21
  http://unstats.un.org/unsd/class/family/family2.asp?Cl=7 

22
  http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=6&Lg=1 
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Activities 

177. ISIC (NACE equivalent): industries.23 ISIC Rev 4 includes the classes borrowed from NAFTA 

to feed ICHA HC in SHA 1.0. Human health (section 851 in Rev 3, section 9 in rev 4): facilities engaged 

in diagnosis, consultation & treatment  

178. Related ICHA HC classes, mainly as:  

 K65 (financing),  

 M72 (research and development),  

 O841 (stewardship),  

 O843 (social security),  

 Q (healthcare provision),  

 T98 (households as self-providers),  

 U99 (activities of foreign organizations).  

Products 

179. CPC (CPA equivalent): products.24 

180. SHA.1 functions include various products. Personal health services are linked to social care 

 IP (5th digit: surgical; gynecological and obstetrical, psychiatric, other);  

 Medical and dental services (general and specialized);  

 Other (nursing, physiotherapeutic, ambulance, laboratory, imaging, blood and organ 

bank, other, including TCAM) 

181. Commonalities are evident. Health is disaggregated into functional subclasses. Personal health is 

included usually in one class, of which are shared:  

 Medical products, appliances and equipment defined as products consumed or used 

outside a health provider establishment. This class is broken down according to 

durable/non durable characteristics. 

 Pharmaceutical products (non durable). All expenditure on pharmacologically based 

products, including vitamins and minerals, cod liver oil and halibut liver oil.  

 Other medical products (non durable). Non pharmaceutical goods, such as bandages, 

condoms and other mechanical contraceptive devices. 

                                                      
23

  http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=27&Lg=1 

24
  http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=25&Lg=1 
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 Therapeutic appliances and equipment (durable). This class includes orthopaedic & 

prosthetic devices and the spending in repairing them.  

 Out-patient services include diagnosis, treatment and medical goods (medicines, 

prostheses, medical appliances and equipment) supplied directly to out-patients by 

medical, dental and paramedical practitioners and auxiliaries. They can correspond to an 

autonomous contract/demand. Out-patient services are broken down into:  

 Medical services (further split as general and specialized),  

 Dental  

 Other/ paramedical (nursing; physiotherapeutic; laboratory; imaging; other functional exams, 

blood, sperm and organ bank services; ambulance and transportation).  

 In-patient services (or hospital services) comprise those delivered to patients with 

accommodation. In most cases, a great equivalence is found in functions delivered both to 

in-patient and out-patient. In-patient services in COICOP and CPC are grouped in a 

single class, but in all others they are distributed as:  

 Hospital services (split as general and specialized)  

 Medical and maternity centre services  

 Nursing and convalescent home services  

 Collective services among these classifications involve public health, research & 

development and administration, as aggregates but not as independent classes.  

182. ICHA HC in SHA 1.0 has been generated based on the SNA reference classifications with some 

differences.  

 A large range of products is included in COPNI and COFOG, of which, not all the 

categories are taken in ICHA HC.  

 The personal care classes are kept: in-patient, out-patient and medical goods, with 

selected subclasses shifted as categories of a higher rank, notably rehabilitation, long 

term care (LTC), ancillary services, public health and prevention and some of the 

systemic services, such as administration.  

 By convention, systemic consumption is also included in health accounts as functions. 

E.g. no consumer will purchase administrative services, but these are key to the effective 

and efficient function of the health system. 

183. The main complexity displayed in ICHA HC is that, instead of handling and exhausting one 

single axis of analysis, involves a dual breakdown, of functions and mode of production. Although the 

mode of production is assumed to split the expenditure only for personal services, as in-patient, day care, 

out-patient and home care, the mode of production gets indirectly involved as the ancillary services and 

pharmaceuticals directly provided to out-patients are considered as a class only when they are apparently 

provided as independent services. 
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184. In practice, out-patient delivery of ancillary services (including transportation) and medical goods 

on the spot are not displayed but only when they are delivered independently. Reasons to handle not all 

cases neutrally are also that the indication of the limit of out-patient pharmaceutical consumption and 

ancillary services is fuzzy. In many parts of the world accountants allocate medical goods differently 

according to institutional and financial arrangements inducing asymmetries between countries.  

185. Relative shares of in-patient and out-patient differ among countries based on various factors, such 

as their provision structure and user preferences, provider preferences, third payer incentives and not only 

due to treatment justification.25  

 Based on a greater role in lower income countries for traditional medicines and non-

occidental medicines.26 

 Based on the coverage of pharmacies and other authorised distributional channels for 

pharmaceuticals (which include specialised chain stores, supermarkets, mail-order 

houses, etc.).  

 Due to pharmacies in health care centres run as independent services 

 Due to billing practice (block or detailed). Some countries require the purchase of 

medicines and of some laboratory and imaging tests from the patient and because a 

payment occurs independent to the clinical act, these are recorded as out-patient 

consumption. Some patients purchase in hospitals medicines to be consumed once the 

event is finalised but the bill includes such payments. 

                                                      
25

  Medicine provision and ancillary services provided directly during the consultation are recorded as 

complementary processes and billed accordingly. Thus, reported as HC 4 and HC 5. 

26
  Recent publications report a steady increase of the consumption of these commodities. 
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