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Proposal for discussion and development of Unit 1. July 24, 2008"

System of Health Accounts (SHA) revision process.
Unit 1. PURPOSES AND PRINCIPLES OF SHA

Prepared by Charu C. Garg ( with inputs from Patricia Hernandez,

Nathalie Van De Maele and Ajay Mahal (WHO? and Harvard)

Overview of the chapter as defined in the SHA draft program of Work

1. Overview

1.1 The program of work for this chapter is given under
http://www.oecd.org/document/38/0,3343,en_40045874 40037617_40076134 1 1 1 1,0
0.html

1.2 Key Issues Identified under the Draft program of work are

= Review the health systems of certain countries;

= Describe the health system framework and building blocks;

= Specify the models that could evolve from these different systems - in terms
of institutions, main actors, funding flows, and interactions between them;

= Use the above models to lead to the definitions of boundaries and
classifications;

= Look at which dimensions of health care will be used for what analytical use;

= Discuss what needs to be taken care for the mapping between the current
classification ICHA 1.0 and the revised ICHA 2.0 and the mapping between
ICHA 2.0 and the relevant classification in SNA should be made clear.

2. Description of coverage of chapter

2.1 There are different health systems in countries which need to be captured in one common
standard framework describing different flow of funds in health systems. A framework is needed to

= Address national requirements such as monitoring and international reporting needs.

= Strengthen previous work on health accounts outlined in SHA1.0, NHA Producers Guide.
Address issues which could not be addressed in previous health accounts work.

= Address Policy issues in different health systems - Both high income and low income
countries

= To be based on statistical principles which would provide data for research and analytical use
and links to other statistical systems in the country.

2.2 Actions Proposed for the development of the chapter:

! This proposal was discussed in a teleconference with some country representatives and participation from
OECD and EUROSTAT

2 The author alone is responsible for the views expressed in this publication and they do not
necessarily represent the decisions, policy or views of the World Health Organization


http://www.oecd.org/document/38/0,3343,en_40045874_40037617_40076134_1_1_1_1,00.html
http://www.oecd.org/document/38/0,3343,en_40045874_40037617_40076134_1_1_1_1,00.html

In order to develop the draft health system framework for NHA the following actions are proposed

2.2.1 Review health systems from 10 countries for example: Europe: United Kingdom, Netherlands,
Germany, Israel; Eastern Europe & Central Asia: Ukraine, Poland, Russia; Asia: China, India, and the
Republic of Korea; Singapore Africa: South Africa, Egypt, Ghana; Americas: Canada, USA, and
Colombia. Substitution may be proposed, if necessary

The briefing reports will describe the health care structure of the delivery system, the system of
health financing, including the roles of public and private providers, payment and procurement
systems. It would review the systems based on organizations, people, actions. It would review if
different health system financing concepts can be captured under revenue collection, pooling and
purchasing and providing health care goods and services.

2.2.2 Review the major research and policy questions in the field of health financing based on a
survey of major journals in the field over the last 20 years

The review will (a) develop a classification system for research questions: e.g., questions relating to
the equitable distribution of the financial burden of ill health, financial risk protection, efficiency in
health spending, projecting health spending, etc. (b) categorize research articles as per the
classification system; and (c) identify the type of data used to pursue the questions — whether based
on survey information, health accounts data, and so forth. It would discuss applications of NHA that
will assist health care administrators, policy makers, academe and researchers and advocates to
strengthen national health systems.

2.2.3. Based on the above reviews: To assess (a) the contribution (or lack thereof) of health accounts
data to answering some of the major policy and research questions related to health financing and
health expenditures in recent years/decades (review of journal articles/policy reports); and (b) the
adequacy (or lack thereof) of health accounts data for describing key features of national health
systems relevant for answering major policy/research questions. Secondly, it will build on the
preceding discussion to highlight areas where health accounts dimensions (financing, production and
consumption), boundaries (coverage, details, etc.) and data classification systems may need
strengthening (e.g., information on the distribution of expenditures across socioeconomic groups
and regions, disease categories, methods of financing, payment systems, vertical versus horizontal
delivery and financing, the definition of “health”, and so forth). The discussion would also cover
issues of the difficulty of data collection in developing countries. The complementarities of health
accounts data with existing health data (surveys, claims data) in addressing key policy and research
questions would be highlighted.



2.2.4 Based on the above reviews and assessments the chapter will fill in gaps in the draft chapter

outline proposed in annex 1.

2.2.5 It is expected that the conceptual framework

1)

2)

3)

4)

5)
6)
7)

8)
9)

To be aligned with the current existing accounting system to ease the migration for countries
already producing NHA using SHA framework

To follow the principles of statistical systems such as consistency, comprehensiveness,
completeness, mutually exclusive and exhaustive categories (including informal sector), no
double counting of multiple flows, etc.

to be based on 3 principle dimensions of tracked expenditure on consumed health care
(production is only production of what is consumed by residents): financing (financing
sources, financing schemes /agents), Production (providers, factors of production) and
consumption (functions and recipients) of health services and products. Requires coherence
across the dimensions of ICHA and also make it easy to understand.

Requires compatibility with other internationally used accounting systems to facilitate the
passage from any distinct national institutional and information system to a common
reporting system. Some experts recommend that the classifications follow international
classification system (ISIC, COFOG, COICOP etc.) to make it more consistent with National
Accounting methods. This is important for presenting the health sector within the national
economy. The linkage to SNA is more of a issue of the chapter on types of health accounts. But
this chapter's review would be able to guide if the production and expenditure dimensions
should be kept separate in measurement.

To consider feasibility of measurements

Should be scalable, if needed to add further dimensions

The boundaries should be set by products, activities, or whichever way health care is defined
in order to be able to clearly use inclusion and exclusion principles. Use of draft model and
key issues to identify the principles to lead to the definitions of boundaries, classifications, and
matrices. The issues would be raised in other chapters and will help to enrich the chapter at
the second stage.

Ability to address the health system and policy issues relevant to most countries

such as i) planning the health resource requirements, ii) monitoring and evaluation, iii) future
projections, iv) measuring technical and allocative efficiency, v) measuring if the resources are
allocated according to the priorities in the country - e.g. according to the burden of disease, or
for the population groups needing most, or for the geographical areas poorly financed and
also

10) to allow for basic international reporting and country specific reporting and improving

comparability of health expenditure to provide information for analysis of international trends
and comparison across countries

11) adequately tracking how the resources are generated and used in a health system
12) better contributing to the evaluation of health systems performance at national level

2.2.6 Key issues ( with inputs from HS 20/20 input paper, survey conducted by WHO and IHE/SIDA,
issues captured from various workshops and meetings, Frequently asked questions on the WHO
NHA website). Some of these issues are linked to the other chapters as well.



The key question for this chapter will be why do we need health accounts - the answer
would come from the policy uses. The chapter would analyse the policy issues that must be
focussed on for developing the framework

The next question is Why do we need this guide - the answer to that will come from the fact

that there are large number of health systems across the world which finance heath care in

different ways - and we need a standard framework for measuring the financing, provision
and consumption of health in a systematic way

Main question is : What is the standard framework that can take into account the health

system definitions, varying health system frameworks and also answer most of the policy

uses.

General issues for developing the framework

a. Is WHO definition of Health system, which consists of organizations, people and action
that help to promote, restore or maintain health, useful for defining the health system
financing framework . What are the other components in the health system that are not
covered in this definition that would need to be taken into consideration.

b. Canrevenue collection, pooling and purchasing be used as 3 main components for
defining health financing system. Should the framework extend beyond the 3 financing
functions - revenue collection pooling and purchasing . Where does the stewardship
function link with this.

c. Inthe current framework - Financing and provision are linked to consumption by through
expenditures in the system. Should the framework be considered only from the
expenditure side or do we need to expand it to take into account some policy questions
and link to the production in the country. How would the framework link consumption
to production and income - the 3 components in the GDP.

d. Isthe current triaxial framework proposed in SHA and modified by WHO consistent with
the health system structures and policy use. See annex 2 and its links to policy use.

e. Are the following principles complete for defining the statistical frameworks:
consistency, comprehensiveness, completeness, mutually exclusive and exhaustive
categories (including informal sector), no double counting of multiple flows, etc.

f. How would the model/ conceptual health system framework evolve in terms of
institutions, main actors, funding flows, and interactions between them.

g. How to take into account the pluralistic health care system in low and middle income
countries

h. There is multiple level of financing through different intermediaries. How to define the
role of these multi layers. Should all these different layers be taken into account to
understand their role or it will just make the system incomprehensible. Should the final
financing agent be defined as the entity which pays for final activity or for final provider.

i. What defines public and private - organization, control / ownership, financing,
production. At what level the public and private sector financing be separated -
financing source or agent

j-  Should payroll taxes be treated differently from general revenues raised through direct
and indirect taxes under sources of financing? Are payroll taxes to be considered as
public or private?

k. The role of financing sources needs to be clearly defined - are these entities for collection
of revenues, or entities attached to financing intermediaries defining where from
financing agents receiving their funds.

I.  Role of vertical and horizontal financing in health care

m. How should government/public financing be defined especially at sources level- Should
external financing such as loans, grants, passing through governments be considered as
public. Is direct financing of projects by external agencies government financing or
should it be external NGOs. Should households/firms contribution to social security be
included under HH and firms or under government funds directly?



How can the issues of moonlighting be captured. Public paid providers using public or
private facilities to provide services outside the normal hours of work. If working in
public facilities is this the production of public care or of private care.

How should actors and institutions be separated from transactions

How are transfers of funds between different levels of government to be detected and
removed and who should be considered as the one bearing the burden - lower level of
government who get the transfers and manage the funds or upper levels who give the
transfers.

Large external financing which may or may not flow through government mechanism.
Different ways these external financing are used in the system- loans, grants, technical
expertise, knowledge management, How is external financing used in the health care
system that is what activities or consumption takes place through this financing. What
are the different external funds mechanisms and how to treat them (especially budget
support, HIPC, direct spending by donors, ...).

How should loans (including soft loans) and bonds to finance health care be treated.
These are payments made in future for current use.

How should subsidies be accounted in the financing flows -subsidy to private providers
such as free land for hospitals, subsidies by government for training, subsidies by
government for paying for certain groups of populations. This is expenditures that are
not incurred in the system but have a cost associated with it.

How to deal with expenditures such as cash incentives from the governments or other
agencies to households to use health care. These could be treated as health expenditures
if definition of health expenditures is primary intention (not purpose) is to improve
health. However if expenditures are not used by household for health purpose then it
should not be included. Further should this be subtracted from the possible OOP
expenditures if households would have made these expenditures.

How could the issue of market and non market and the issue of joint production be taken
into account.

Look at which dimensions of health care will be used for what analytical use- in relation
to critical policy uses and statistical principles

5. Issues at boundary and classification level for developing the framework (for wider

discussions need to see the individual chapter and input papers for those chapters

W.

aa.

bb.

Need to take care of several private providers in low income countries such as traditional
healers, faith based organizations- though this could be more a discussion in the
boundary but the health care systems should be able to take into account all types of
provision.

The provider dimension is currently weak. How would the system capture the providers
from institutional, organizational and management perspective. How to capture
providers whose main functions is not health - shops, mobile vendors etc.

Payments by household for self treatment, and buying medicines without prescriptions
are common in low income countries- see boundary note

How to capture treatment of population of a particular country in another country
subsidized by the foreign government- happens in several pacific island countries

How to capture trade in health - specifically production in one country but expenditures
done by residents of another country.

Where and how to consider transportation in the system - e.g private transportation - of
self and relative ( can be a major issue for countries where facilities are few and
scattered), public transportation (Especially in some PIC government MoH pays for



people to travel to another country to take care), or those captured in inpatient and
Outpatient billing like for ambulance .etc. (see boundary note)

cc. Issues of informal (under the table) and in kind payments by households.

dd. Feasibility of measurement issues are important with the systems framework. What
should be the level of aggregation to have comparable information across different
health systems and at the same time put in details so that country specific specificities
can be measured?

Useful Readings:
1. Health financing policy: a guide for decision-makers, Joe Kutzin WHO EURO, 2008.
2. Every Body's Business: Strengthening Health Systems to improve Health Outcomes.



Annex 1.

Draft outline for Unit 1proposed by the author: A. Mahal

1. Introduction (or Background)

The introduction will provide a brief history of work on national health accounts, and highlight
previous frameworks available on the subject (namely — SHA 1.0, NHA producers’ guide, and other
individual efforts).

2. Uses of National Health Accounts Data

This sub-section will highlight the potential uses of national health accounts data, building on both
existing work (as highlighted for instance, in Chapter 1 of NHA Producer’s Guide, or disease- and
region-specific accounts) as well on the broader literature on health financing in developed and
developing countries.

The list of potential uses will include financial planning in the health sector, assessing efficiency and
equity in resource use, monitoring and evaluation, and making future health expenditure projections.
We will also point to the usefulness of health accounts data for making inter-country comparisons,
tracking how the resources are generated and used in a health system, and as a tool of advocacy for
donors and governments (e.g., to raise additional funds)

3. Health, Health Systems and Financing Flows

The sub-section will draw upon the idea that while international comparability is obviously desirable,
many of the interesting research and policy questions related to health financing can be context- (or
health system) specific. Moreover, comparability may itself require an understanding of contextual
details. Reform efforts that have sought to modify existing health systems will also be considered.

We will draw upon health system reviews to highlight some of the key features of health systems (in
developed and developing countries) that one might wish to capture, and note why existing
accounting approaches may (or may not) fall short in this respect. This will be used to formulate
ideas about what an appropriate financial flow framework might look like. There may also be a brief
discussion of the economics of health that goes beyond health systems.

4. Boundary Questions



This sub-section will focus on where the boundary between data on health financing flows (and non-
health financing flows) might legitimately be drawn. Drawing from the existing literature (e.g.,
Berman (1997) in Health Economics), recent research on health financing, the description of health
systems, the recent focus on disease- and sub-state health accounts, and the availability of
complementary data sources, we will revisit the issue of boundaries.

Specifically, we will seek to provide some clarity to the following questions: Do we need to extend
the boundaries of health spending beyond what is currently agreed upon? If so, where might an
“expansion” (or contraction) of health expenditure boundaries be most fruitful? While this chapter
will propose based on health systems reviews and policy questions the likely boundary that would be
fit for explaining health expenditures (production, or financing), it will readjust some of these
concepts based on the discussions in the boundary chapter. In a way this and the next section on
classification will make initial proposals but would need a readjustment backwards.

5. Classification Questions

Provide some conceptual thinking/clarity on a number of classification issues highlighted in the WHO
document on Unit 1, in addition to other areas that will likely emerge from the previous sub-sections.
This would conclude with some ideas about the appropriate categorizations.

6. Data and Statistical Issues

Highlight the relevance of statistical validity, reliability and sustainability (and other requirements) of
data collection exercises. The sub-section will take note of the need to align the (revised) SHA 2.0
with SHA 1.0 to facilitate the migration of countries already producing NHA as per older
classifications; to avoid double-counting and to be mutually exclusive and exhaustive; and to
emphasize compatibility with other internationally used accounting systems to facilitate the passage
from any distinct national institutional and information system to a common reporting system. This
last point is important for presenting the health sector within the national economy.

These considerations will, needless to add, limit the expansion of expenditure boundaries and the
extent to which we can play with classification of expenditure categories/financial flows. This section
will build on previous work (e.g., NHA producer’s guide)



Annex 2:

Figure 1. Linking system frameworks to policy questions

Health financing and policy i1m - Indicators

priority questions and strategies
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Utilization,... Round 1

information

Updated by EMRO office from Dr Zine Eddine ELIDRISSI and Tania Dmytraczenko presented in the
first NHA International Symposium 1999 Rotterdam.



Figure 2 Tri Axial Framework: the three dimensions to measure health expenditure
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Notes from the teleconference held on July 24, 2008 to discuss draft outline for Unit 1 and
issues raised in the Proposal for discussion and development of Unit 1. July 24, 2008

Note prepared and published on EDG by Charu C. Garg, WHO? on 31 July, 2008

Background: Discussion was focused on draft outline (annex 1 in the attached note) prepared by Ajay
Mahal (author for Unit 1) and key issues outlined in Proposal for discussion and development
of Unit 1. Actions proposed for developing this chapter as briefly described in section 2.2 was
described. Draft outline and proposed actions to develop the chapter were considered good. Some
keys ideas emerging from discussions are listed below.

General issues

1.

Description of health systems will be useful to bring out the keys issues for boundary and
classification. But Unit 1 should not be discussing technical details of these, as lot of feedback
for these will come from subsequent chapters.

Ten health systems to be reviewed for this Unit should represent different types of health
systems including complex systems, however most important for review will be the availability
of information.

The term 'SHA for Policy use' should be avoided as far as possible and instead it will be
preferable if 'analytical use' is used instead. Policy cannot be derived directly from NHA
results but NHA data provides useful information for policy.

The chapter should come up with health sector definition and health expenditure definition.
Expenditures definitions depends on what we want to measure. It can be on final use of goods
and services

The chapter should highlight the questions and then other technical chapters can try and
answer these.

It should highlight what the current SHA cannot measure and how the new system proposes
the answer. Field and practical problems should be kept in mind while developing the
framework

Unit 1 needs to put up summary based on different units available.

Purpose for developing HA

agrwnpE

© N

National use of HA in broader perspective.

New system should link health system and financing flows.

It should be an attempt to create a worldwide system.

System should be intelligible to cater to different country needs

It should be possible to build the system with few resources for the resource constrained
economies.

Information on health expenditures from NHA is international public good

Interpretation of health system should be for the provision of health care functions

Use for international cross country comparisons and for use in domestic analytical systems.

Principles for developing HA

1. Organization of health system should be based on the availability of data.
2. Development of the system should also differentiate international reporting vs. country
needs.

%3 The author alone is responsible for the views expressed in this publication and they do not
necessarily represent the decisions, policy or views of the World Health Organization



10.

11.

Most of the efforts are for compliance with COFOG, COICOP, ISIC etc. How to shape it in
these 3 boundaries.

Classifications for health systems cannot evolve only from the health sector component of
the economy (other accounts like environment, tourism etc. have also evolved from
different parts of the economy). It should not be just derived from other classifications but
should be able to influence other classifications in the economy.

The Purpose for COFOG etc. are different. Our purpose is health care , so the
classifications from COFOG cannot be used in their entirety.

SHA 1 is based on matrices between financing and production, production and
consumption, and financing and consumption, however countries do not see if the T-
accounts behind these matrices are in equilibrium and what makes it that way.

Financial side is very important. It is important to see what are the different levels of
intermediation and where should one measure the financial flows entering the system.
Collection vs. pooling and allocation vs. purchasing are important for distinguishing
different layers in FS and HF.

Stewardship is important function of health care system to be included in the health
sector definition

External resources: Countries cannot spend what governments or people don't have. So
the role of external agencies have become important in countries. It is also important to
measure the role of external agencies as countries are also using the external funds for
provision of key health care functions eroding the sustainability of health care systems.
Loans are interpreted as current use of future payments by the government and hence
some do not consider it as external money. However Money is needed not for future but
for present purposes. Hence, if the purpose definition is used it should be considered as
the part of flows in the current system. These external resources are important part of
revenue collection process and also to see where the money is going or how it is used.
Several concepts like public and private financing, micro loans, community insurance,
medical saving, informal payments’, traditional medicines etc. should be considered in
development of systems

In case of any further comments/suggestions, including from those who did not participate, please

email gargc@who.int and AMAHAL@hsph.harvard.edu.

Participants in the teleconference

Ajay Mahal: (Harvard ( author for Unit 1) )
Ricardo Valladares

Sandra Hopkins and Eva Orosz : OECD
Samvel: Armenia

Alice: Burkina Faso

Marie Jeanne: Sierra Leone

Milena Gajic: Republic of Serbia

Cornelis Van-Mosseveld: EUROSTAT
Jean-Pierre Poullier

P. Hernandez, N. Van De Maele, C. Indikadahena, C. Garg: WHO
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Additional Inputs sent by "Ricardo Dajalma Valladares Cardona"
ricardo.valladares.consulting@gmail.com to Ajay Mahal on email dated 7/29/2008

General comments: | totally agree with the current structure and contents

for the chapter. | also agree that in most of the issues it should provide not more than an overview of
the in-depth discussions of the next chapters.

Other specific comment are listed below.

a) | think your chapter will be the first opportunity to introduce the audience to a richer and broader
perspective of the health system dynamics, objectives and functions.

b) About NHA purposes, | think it should be presented as one among several tools to assess the
health system capacity to perform its functions (and attain its objectives)

c) About the boundaries, | think external financing is one of the most controversial border-line cases.

c.1l) Donations are transactions whose source is the rest of the world and should not offer
complications (and | know some nightmare cases of pharmaceutical industry donating drugs
to hospitals for trial studies). Donations can be a very small proportion of GDP for donor
countries (and also an small proportion of total health expenditures for recipients) but provides
the donor with a considerable leverage in policy matters.

c.2) Loans have another twist to them. The International Financial Institutions are lending for
health services provision, or regulatory reform, or infrastructure generation; this transactions
have several parts: one part can be categorized as public source, as the resources are going
to be reimbursed by the country with future revenues. If there is some sort of preference or
subsidized rate, it should be considered as donation of a part of the cost of the money. If there
is a grace period, a similar treatment could be given. The really controversial issue is
sustainability: fiscal hygiene would recommend to cover current expenditures with current
revenues, and mobilize extraordinary revenues (such as loans) for extraordinary purposes
(such as investments). But there is a current practice in the IFI's of lending for current
expenditures in healthcare provision, not exclusively but especially for AIDS, TB, Malaria,
Maternal and Child Health.

d) I also think that this first chapter should present the NHA as an evolving tool which benefits from
changes in technology. One of the current advantages is the possibility of interlink several data
sources from different formats and technological platforms to produce user-defined sets of outputs
(indicators, cross-tables, graphs) according to the specified orientation of the report: health system
expenditures analysis or health care industry added value analysis (as in satellite accounts). This
change reflects the paradigm shift from data warehouses to decentralized business intelligence. Then,
NHA are integral part of Health Intelligence, a key category of the health system function of
Stewardship,
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