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UNITS 9 & 10: THE ACCOUNTING OF HEALTH F INANCING  

Introduction  

Status of this paper 

1. This is an OECD Proposal for the First IHAT Draft on Unit 9 and 10. (On the steps of the 

SHA Revision consultation process see: http://www.oecd.org/health/sha/revision)  

2. The First IHAT Draft will be issued after a wide consultation on the Proposal in the second 

half of 2009. 

3. The preparation of this paper has taken into consideration a number of antecedents and 

sources, in particular:  

¶ Experience with the implementation of SHA 1.0 and the Producer Guide, in particular the current 

practice under the Joint Health Accounts Data Collection;  

¶  The paper Interim report on the work on refinement of the SHA framework for health financing 

[DELSA/HEA/HA(2006)7] presented at the 2006 Meeting of Health Accounts Experts;  The 

paper is available on the OECD SHA EDG and has received useful comments.  

¶  Materials for a Workshop on Financing schemes, Sources and Agents in a System of Health 

Accounts held in Tallinn in 2007 under an Eurostat grant; 

¶  Health policy literature on basic functions and typology of health financing systems;  

¶ Relevant basic concepts of other statistical systems, such as ESSPROS, IMF GFS and SNA, 

including drafts prepared under SNA93 revision; 

¶ Input papers and related discussed at OECD 10
th
 Meeting of Health Accounts Experts (8-9 

October, 2008): Input paper prepared by CMS (US): SHA Revision Unit 9: Classification of 

Financing Sources [DELSA/HEA/HA(2008)6]; and OECD Input paper: Revision Unit 10: 

Classification of Financing Schemes (ICHA-HF ) [DELSA/HEA/HA(2008)7]; 

¶ Discussions of  the International Health Accounts Team (IHAT); and discussion of the Eurostat 

Development Group on SHA Revision (January 13-14, 2009); 

¶ Input papers provided by Centers for Medicare & Medicaid Services (Input paper 09001), Jens 

Wilkens (09002),Stephen N Muchiri (09003), and OECD (10001); and comments received to 

input papers on Unit 9 and 10 until the end of February, 2009
1
: Comments by Jonathan Cylus 

(Comment 09101), Michel DUEE (09102), Tomas Roubal (01103), Irina Falkovich (09103), 

Michael Mueller(09104), Vittorio Mapelli (10104), Dirk MOENS (05103), Cornelis VAN-

MOSSEVELD (09105),                (See:http://www.oecd.org/health/sha/revision )  

                                                      
1
 Acknowledgements: The OECD Health Accounts Team is grateful for all the contributions to the 

consultation on Units 9 and 10. 

http://www.oecd.org/health/sha/revision
http://www.oecd.org/health/sha/revision
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¶ Issues relevant to Units 9 and 10, raised in input papers for other units during the SHA revision 

consultation until the end of February, 2009. 

Main purposes of the SHA framework for health financing 

4. Health financing systems mobilise and allocate money to cover the health needs of the 

population, both individually and collectively, in the health system. Basic health financing functions 

are: raising/collecting revenues, pooling resources and purchasing (paying for) services. The financing 

system of a country consists of several sub-systems (schemes): e.g., compulsory social insurance, 

voluntary insurance, out-of-pocket payments, etc. These schemes, in turn, have different 

characteristics of revenue-raising, pooling and purchasing. Health accounts should provide a clear and 

transparent picture and health policy relevant information regarding, in particular:  

¶ The role (share) of  the main sub-systems
2
 in financing of a country health care [HF table]; 

¶ What kind of services are ensured (purchased) under the different financing schemes, 

including out-of-pocket payment by households [HC x HF table]; 

¶ ñWhere does the money go to?ò (From which providers are the services purchased under the 

particular health financing schemes); 

¶ From which institutional units of the economy and how a particular health financing scheme 

(sub-system) raises / collects its revenues; 

¶ What institutional units are involved in the management of a particular financing scheme 

(sub-system) [Financing Scheme (HF) x Financing Agent table. See Table 1] 

¶ (To be completed ) 

Main approach for preparing the document 

5. In order to develop the SHA analytic framework for health financing, it is necessary to: 

¶ interpret what kind of information is provided by the current SHA framework (by the tables 

collected under the OECD-Eurostat-WHO Joint Health Account Data collection (JHAQ) 

¶ clarify what information is expected from the revised SHA 

¶ clarify the problems with the current framework  

¶ clarify the modifications and extensions required in the accounting tools to be able to meet the 

expectations  

6. The document is organized in the following way: the main text describes the proposals and 

the most important arguments. Some more detailed explanations and possible other alternatives are 

presented in the annexes. 

  

                                                      
2
 (government programmes, compulsory social insurance, voluntary insurance, out-of-pocket 

payments, foreign aid programmes) 
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 Health financing sub-systems 

7. Each countryôs health financing consists of a set of sub-systems, as its main ñbuilding  

blocksò.   Most typologies of health financing systems distinguish national health service, social health 

insurance and private health insurance. In addition, Gottret and Schieber (2006) propose community 

based health insurance as a category of health financing.  Sang-Yi Lee, et al. (2008) argue that a new 

typology is needed and propose to distinguish between National Health Insurance and social health 

insurance based on the different basis for benefit entitlement and different institutional settings.  A 

deeper analysis of health expenditure, however, requires more detailed categories under SHA 2.0. 

Definition of health financing sub-system 

8.  A health financing sub-system consists of:-  

¶ a distinct body of rules concerning  the mode of participation in the scheme, the basis for 

entitlement for health care and the rules of raising and pooling revenues of the given sub-

system. (This component can be defined as a financing scheme.) 

¶ one or more types of institutional units collecting and pooling the fund(s) of the given sub-

system and / or acting as purchasing agent (financing agent) for the given sub-system; and  

¶ the funds of the financing sub-system collected and used for services (in a given accounting 

period).  

Definition of health financing schemes 

9.  The category, Health financing schemes, includes direct payments by households for 

services and third-party financing schemes. Third party financing schemes are defined as a distinct 

body of rules, governing the mode of participation in the scheme, the basis for entitlement for health 

care and the rules of raising and pooling revenues of the given sub-system. Health financing schemes 

are supported by one or more institutional units, but are not themselves institutional units. It must be 

possible to draw up a separate account of receipts and expenditures of a third-party health financing 

scheme.  

 

Criteria for distinguishing the categories of financing schemes / financing sub-systems 

10. The following list contains the main criteria distinguishing the different health financing 

schemes
3
: 

¶ Mode of participation (coverage of the population; compulsion to participate in the scheme). 

Main categories: automatic; mandatory by law; mandatory by condition of employment; 

voluntary.  

¶ Basis for benefit entitlement . An individualôs entitlement to health services under a financing 

scheme (e.g., national health service or an insurance scheme) may be based on a public law or a 

                                                      
3
 The concrete health sub-systems of countries put under the same category of health sub-systems, of 

course, may have considerable differences, in particular in the organisation / management 

arrangements. For example, compulsory health insurance may be a single-payer or multiple-payer 

system; multiple non-competing payers or multiple competing payers. 
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contract between an insurance carrier and the individual (under private law)
4
. The law may 

define entitlement based on citizenship (or residency), related to occupational or income status, 

or entitlement may simply be based on willingness to pay under private law.   The benefits 

(covered package) may be based on an open entitlement to all services not included in a 

ónegativeô list, standardised or minimum package defined by law; or the insurance carrier may 

have freedom to design benefits.  

¶ Method for raising funds: how contributions / premiums are defined /calculated. Main 

categories: tax revenues, mandatory income-related insurance contribution, mandatory non 

income-related premium, voluntary insurance premiums (risk-related or non-risk related) and 

out-of-pocket payments.  

¶ Mechanism and extent of pooling and re-allocation of funds:  (1) Degree of pooling deriving 

from regulation of the scheme. For example: income-related contributions pooled at national 

level; mandated community rating of premium at national level; community rating of premium 

at a local level (financing agent level); risk-related contributions; households direct payments. 

(2) Re-allocation. In the case of decentralised sub-systems (both health insurance and tax-

financed systems) central government may re-allocate revenues among units of the given 

financing schemes.  

11. Chart 1 shows how the combination of these criteria defines the main categories of the health 

financing sub-systems.  

                                                      
4
 In this case the law requires all or some permanent residents to buy private insurance, but the 

entitlement is only generated when the contract is made between the individuals and the insurance 

company. 
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Chart 1.  Main categories of health financing sub-systems (schemes) 

Criteria for distinguishing financing sub-systems (schemes)  
Financing sub-system 
(scheme) 

         

Participation   

entitlement 
/access to benefit 
(services)   

Main method of 
fund-raising         

         

         

 

 
 

 

 

 

general revenue 
of state budget 

 
government health 
programmes 

 

 

entitlement based 
on citizenship       

    

insurance 
contribution 

 National health Insurance 

         

 

 

entitlement related 
to occupational or 
income status 

 

insurance 
contribution 

 
compulsory social 
insurance 

Compulsory 
participation         

 

 

obligation to buy 
insurance  

compulsory 
insurance fee  

compulsory private 
insurance 

         
 

 
 

        

  

 

 

voluntary 
insurance fee  

voluntary health insurance 
(employer-based) 

         

 

 

employers' 
discretion  

employers fund 

 
enterprises health 
programmes 

Voluntary 
participation         

 

 

foundations' 
discretion 

 charity 

 

NGOs health programmes 

         

  

 

 

insurance fee 

 

voluntary health insurance 
(individual or community-
based) 

  

individual 
willingness to pay       

    

Out-of-pocket 
payment  out-of-pocket payment 

         

  

criteria set by 
foreign entities 

 

grants and other 
voluntary 
transfers  

Foreign aid health 
programmes 
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Definition of institutional units 

12.  An institutional unit is an economic entity that is capable, in its own right, of owning assets, 

incurring liabilities and engaging in economic activities and in transactions with other entities. (For 

more detail, see Unit 3.) 

13.  Institutional units of the health system may be engaged in formulating health policies; 

regulation of the health sector (including prevention); supplying non-financial resources for providers; 

providing revenues for financing sub-systems (schemes);   acting as collecting and / or purchasing 

agent for one or more financing sub-system;  and providing health care services and goods; or 

providing health(care)-related information, representing consumer groups, and last but not least 

households are the recipients of care. 

14. In the context of health financing, institutional units may be providers of revenues for 

financing sub-systems (schemes);  and /or agents managing one or more financing sub-systems 

(collecting revenues and / or purchasing services).  

 Definition of financing agents 

15. A f inancing agent is an institutional unit involved in the management of one or more 

financing schemes: (a) collects revenues and / or purchases services on behalf of the given health 

financing scheme(s).   

16. Chart 2 shows the relationship between financing sub-systems, financing schemes and 

financing agents, in the case of a financing sub-system with a complex institutional setting. For 

example, Chart 2 can be interpreted as presenting the compulsory social insurance in Country (A), 

with the following characteristics: the National Tax Office acts as collecting agency for the 

compulsory social insurance and collects social insurance contributions from employers and 

employees and transfers these resources to financing agents managing the compulsory social 

insurance. One of these agents is a government entity, while the others are private insurance 

companies. At the same time the Tax Office also collects the general revenues of government of which 

government as employer pays social insurance contributions after public employees. These revenues 

are also transferred to the purchasing agents. A country health financing system consists of a set of 

such sub-systems. (Many of which are more simple than indicated on the chart.) 
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Government 

general 
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financing 
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Collecting 
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Flow of 

money 

Rules governing collection, 
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Revenue raising Purchasing 
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Notes: 1)The chart shows the potential sources of revenues. A given health financing scheme usually does not raise revenues from all the 

institutional units showed by the chart; 2) The collecting agency and the financing agent may be the same institutional unit. 

Potential providers of revenues  

Chart 2. Main components of health financing 
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Relationship between financing sub-systems and institutional units 

17.  In several countries there is a one-to-one correspondence between financing sub-systems 

and institutional units. For example, in Country (A) with a simple organisational arrangement, all 

government financed care may be operated by local government units, and in addition voluntary 

insurance is offered by insurance companies, and households pay out-of-pocket for certain services.     

18. The one-to-one correspondence is, however, not necessary from a theoretical point of view. 

Moreover, in reality, there are many countries where the relationship between financing sub-systems 

and institutional units is rather complex and has been considerably changed over the past few years. 

For example:  

¶ The same actor can serve as a purchasing organisation for more than one financing sub-system 

(e.g., private insurance company, besides offering voluntary insurance, may be involved in 

managing the social insurance scheme); 

¶ Actors belonging to different institutional sectors of economy can serve as a purchasing 

organisation for the same financing sub-system (e.g., the compulsory health insurance scheme can 

be managed - at the same time in a given country - by both a social insurance agency and 

insurance corporations). 

¶ The same actor (e.g., tax office) can act as a collecting organisation for more than one financing 

sub-system (e.g., central government and social insurance); etc. 

 

What information is provided by the current SHA? 

19.  In order to define the precise content of the ICHA-HF classification, a key issue to be 

clarified is that what information is needed from / provided by the current SHA.  Whether - in the case 

of HCxHF Table and HPxHF Table -  a meaningful cross-country comparison requires information on:  

¶  (Option A) payments under the particular sub-systems for different types of services / providers 

(The available information is, e.g., what share of inpatient services are consumed / financed 

under compulsory insurance, voluntary insurance and paid by OOP); or 

¶ (Option B) payments carried out by the particular institutional units for different types of 

services / providers (The available information is e.g., what share of payments is executed by 

private insurance companies for inpatient care, which may be a combined amount of payments 

under compulsory and voluntary insurance in Country A, while only payments under voluntary 

insurance in Country B).  

20.   It can be stated that the current HCxHF and HPxHF tables under JHAQ provide 

information on payments under particular health financing sub-systems, regardless of which 

institutional units carry out the payments. During the past few years, in categorising the new financing 

arrangements  countries have applied a practical approach best reflecting this content. In a strict sense, 

however, there is a discrepancy between the current ICHA-HF definitions and many new financing 

schemes. (This is one of the key reasons for the revision of ICHA-HF.)  
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21. The main problems with the current ICHA-HF classification are as follows (for more detail, 

see Annex 1):  

¶ There is a great deal of ambiguity regarding the definitions of ICHA-HF categories: the current 

version of the SHA Manual does not make a clear distinction between financing scheme and 

institutional units (organisation) managing the financing schemes.  

¶ The current categories of ICHA-HF do not reflect adequately the complex and changing systems 

of health financing. 

What information is expected from the revised SHA? 

22. To answer this question, our starting point is the current SHA Manual. It emphasises: 

ñThe set of core tables in the System of Health Accounts (SHA) addresses three basic questions: 

¶ where does the money come from/ (source of funding) 

¶ where does the money go to? (provider of health services and goods) 

¶ what kind of (functionally defined services are performed and what types of goods are 

purchased? 

Consequently, the SHA is organised around a tri-axial system for the recording of health 

expenditure, by means of a newly proposed International Classification for Health Accounts (ICHA), 

defining: 

¶ health care by function (ICHA-HC) 

¶ health care service provider industries (ICHA-HP) 

¶ sources of funding health care (ICHA-HF)ò 

23. In fact, the HCxHF and HCxHP tables reflect the answer to the first question from the 

perspective of the providers. It would be more precise to say: Where does the money come from that is 

received by the providers.  

24.  During the implementation of SHA, the ambiguity regarding the ñwhere does the money 

come fromò question resulted in changes in the name of the ICHA-HF classification. The JHAQ uses 

two terms: financing agent / schemes, reflecting the lack of agreement.  

25. At the heart of the debate is the following question: whether ICHA-HF should be defined as 

a classification of financing schemes (sub-systems) or as classification of financing agents 

(institutional units).  

26. Concerning  the interpretation of ñwhereò, two approaches have been proposed during the 

consultation process: 

¶ From a health policy perspective, the ñwhereò should refer to the main building blocks of the 

health financing system of a country: government programmes, compulsory insurance, 

voluntary insurance, out-of-pocket payment, etc.  From a health policy perspective, the tri-axial 
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system (HCxHF and HPxHF tables) should provide information focusing on how the resources 

of the main financing sub-systems are allocated among services / providers.   

¶ From a statistical / micro-economic perspective, the  ówhereò refers to the economic units 

executing the payments. If the ICHA-HF were defined as classification for financing agents 

(institutional units ), the HCxHF and HPxHF tables would provide information concerning the 

economic units executing the payments to the providers, regardless the financing schemes they 

manage.  

27. To highlight the differences between the two perspectives, take the following example. In a 

country private insurance companies manage both compulsory and voluntary insurance: 

¶ The key health policy focus is on the difference between the spending by the compulsory 

insurance scheme and the voluntary insurance scheme (regardless of  which economic units 

execute  the payment under the compulsory insurance scheme)  

¶ The micro-economic focus is on the operation of private insurance companies. However, even in 

this case the data that includes both payment under compulsory insurance and voluntary 

insurance are not a very meaningful ones. Information would be needed about financing sub-

systems and institutional units together.  

Conclusion for the interpretation of ICHA-HF classification 

28. It is the essential information needed by health policy analysis that put the health financing 

sub-systems (financing schemes) in the centre of the accounting framework for health financing under 

SHA 2.0.  Therefore, ICHA -HF is proposed to be interpreted as a Classification for Financing 

Schemes (Or: Classification for Financing Sub-systems; Note: There is no substantial difference 

between the two options.)  

29.  It does not mean, however, that the institutional arrangements of the allocation of resources 

and revenue-raising are not important at all. The proposal for a Classification for Institutional Units for 

the Health System and additional optional tables (See. e.g., Table 1 and 2 ) address this issue, taking 

into account the relevant proposals made under the consultation process so far.   

 

Accounting for the allocation of resources (purchasing of health care) 

30. The purchasing (allocation of resources) involves payments:- 

¶ for services or goods to providers 

¶ carried out by institutional units (financing agents) 

¶ under the rules of a given financing scheme /sub-system (rules concerning the entitlement to 

care, paying for services, etc. under compulsory insurance, voluntary insurance, etc.)  
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To put it in another way: the purchasing (allocation of resources) involves transactions between 

providers and institutional units acting as financing agents for particular financing schemes,  in order 

to ensure services for patients under the particular financing schemes. (For definition of transactions, 

see Annex 6.) 

31.  It means that an ñidealò record on purchasing has at least four dimensions of information ï 

in addition to the characteristics of beneficiaries - : the type of the services or goods, the providers, the 

financing schemes (sub-systems), and the institutional units. The key issue to be decided is which 

dimension should be reflected by a particular classification.  

32.  In the context of final consumption of health services and goods, basic information SHA 2.0 

is expected to provide for health system analysis are as follows:- 

¶ what type of care is consumed by whom (E.g., Table on Expenditure by function, disease, age 

and gender); 

¶ what share of the particular services (inpatient care, outpatient care, medical goods, etc.)  are 

consumed / financed through compulsory insurance, voluntary insurance and paid by OOP (The 

HC x HF table) 

¶ how a particular financing scheme (compulsory social insurance, compulsory private insurance, 

voluntary insurance, etc.) utilizes its resources (allocate its resources among the different care / 

providers (The HC x HF and HP x HF tables). 

¶ the role of institutional units of the health system in ensuring services under the particular 

financing schemes (HC x HF x Financing agents
5
 table) 

¶ the institutional characteristics of purchasing: the involvement of providers and financing agents 

in ensuring services under the particular financing schemes. To put it another way: the value of 

transactions between providers and financing agents under the particular financing schemes (HP 

x HF x Financing agents table) 

33. Data having the following three dimensions: type of services & goods, provider and 

financing sub-system provide unambiguous information: under which financing sub-system an item of 

services was consumed / financed. This information is sufficient for cross-country analysis of 

allocation of resources. Such data, however disregard the information on institutions involved in the 

managing of the financing sub-systems, therefore may not be sufficient for a country-specific analysis 

of the impact of certain reform measures or cross-country analysis of institutional characteristics of 

health financing. Such types of analysis require data that present information - in connection with each 

other - both on health financial schemes (sub-systems) and institutional units operating the given 

system.  

34. The role of institutional units in this context is the operating of one or more health financing 

schemes (sub-systems). In many countries, there is no one-to-one correspondence between financing 

sub-systems and institutional units, because a given institutional unit can be involved in the operating 

of more than one financing sub-systems. Consequently, data having only the following three 

dimensions: type of services & goods, provider and institutional units executing the payment for the 

                                                      
5
 The general Classification of Institutional Units for Health System is proposed to use for presenting 

the financing agents (See Table 1 and 2).  
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services may provide ambiguous information not adequate for health policy analysis. For example, in 

the case of the Netherlands, payments are carried out by private insurance companies under the 

compulsory health insurance; and also payments are carried by private insurance companies under 

voluntary health insurance. If data, for example, show only the amount paid by private insurance 

companies on inpatient care, one cannot answer basic health policy questions, such as the role of 

compulsory insurance and voluntary insurance in financing inpatient care. 

35. Annex 2 discusses in detail the advantages of defining ICHA-HF as classification of 

financing sub-systems / schemes rather than institutional units.  

 

Accounting for the allocation of resources: relationship between health financing schemes and 

institutional units 

 

36. As already discussed, there are great differences in the organizational settings of countries in 

managing the basic health financing schemes. A few important issues are discussed in the following.   

 

Distinguishing insurance and insurer 

 

37. The proposed approach for defining ICHA-HF clearly distinguishes between health 

insurance as a category of financing schemes (ICHA-HF) and insurers as a category of institutional 

units for the health systems (ICHA-IS or ICHA-FA).6  Chart 3 below presents the types of insurance 

and the types of insurer and the possible relationships between them.  

 

Chart 3. Possible relationships between insurance schemes and insurer organisations 

Types of 

insurance 

schemes 

Types of insurer organisations 

 National Health 

Insurance 

Agency 

Sickness funds Insurance 

companies 

Non-profit 

organization* 

Employer-

based 

organisation 

Compulsory 

social insurance 
x x x   

Compulsory 

private 

insurance 

  x  x 

Voluntary 

insurance 

 

x x x x x 

*/other than sickness funds and insurance companies, e.g., managing community-based health insurance (to be 

checked xxx) 

                                                      
6
 One of the main problems with the current ICHA-HF classification of SHA 1.0 that it does 

not clearly distinguish between insurance as a financing scheme and the insurer organization 

managing the insurance scheme (See Annex 1). 
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38. Compulsory social insurance may be provided by a centralized government unit (e.g., in 

Estonia), by sickness funds and insurance companies. Compulsory private insurance may be provided 

by insurance companies (e.g., in the Netherlands) and organizations owned by companies which 

manage the insurance of the employees of the given companies. Different types of the voluntary 

insurance may be managed by all the displayed types of organizations.  

(Note: Table 4 presents the categories of health financing schemes and Table 8 the categories of 

institutional units, with related sections on definitions.)   

 

Distinguishing government health programmes and government as institutional unit  

39. Chart 4 shows government health programmes (as a health financing scheme / health 

financing sub-system) and the two main ways of involvement of government (as institutional unit) in 

health financing: a) provider of revenues; and b) financing agent. Chart 4 illustrates that:     

¶ the government provides financial resources (revenues) not only for the government health 

programmes, but for other financing schemes (e.g., compulsory social insurance); 

¶ the government health programmes may receive revenues from sources other than the general 

revenues of the government (e.g., foreign grants); 

¶ the central government health programmes (as financing schemes) may be managed by 

different government units and NGOs (as financing agents);  

¶ local government health programmes, besides the general revenues of the local government 

may receive grants from the central government and foreign entities; 

¶ local government health programmes may be managed by local government units, other public 

units and NGOs 

A similar qualitative description of the role of the government may help clarify the types of 

revenues, financing schemes and financing agents in a countryôs health system. 
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Chart 4. The relationship between government health programs and the 
institutional units of government 
Types of 
revenues  

Financing 
schemes  

Financing 
agents 

     

  
Compulsory social 
insurance  

Sickness funds 

     

    Other Ministries 

Non-earmarked 
revenues of 
Central 
Government   

 

 
 

 

Central 
government health 
programmes 

 

Ministry of Health 

     

Foreign grants    
Local 
governments 

     

    Other public units 

     

    NGOs 

     

     

Foreign voluntary 
transfers    

Local 
governments 

   

 

 

Non-earmarked 
revenues of 
Regional/Local 
Government 

 

Regional/Local 
government health 
programmes 

 

Other public units 

     

Grants from 
central 
government    NGOs 
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Distinguishing foreign health programmes and foreign institutional units  

40. At the end of this paper a separate section discusses the most important issues of the 

accounting of foreign assistance. Here only the complex relationships between the health financing 

schemes and the institutional units are discussed:  

ü The Rest of the World as providers of revenues may include international organisations, 

foreign governments and other foreign entities. 

ü They may provide revenues for government health programmes, NPISHs health programmes 

or set up a foreign health programme (that can be regarded as a financing scheme). 

ü The Rest of the World as institutional unit may be involved in managing foreign health 

programmes.  Foreign health programmes, however, may be also managed by government 

units or domestic NPISHs (Chart 5.) 

Chart 5. The possible role of foreign resources and foreign institutional units in 

health financing  

Types of revenues  

Financing 

schemes  Financing agents 

     

    Ministry of health 

     

Foreign non-

earmarked revenues 

of Government 

 

 

 

local governments 

 

 Government health 

programmes 

 

 
    Other public units 

Grants from foreign 

governments     

  

NPIHSs health 

programes  NPISHs 

     

Grants from 

international 

organisations    Governmet units 

 

 Foreign health 

programmes   

    NPISHs 

Foreign voluntary 

transfers     

    Rest of the World 

 



 

 16 

 

Allocation of resources (purchasing): Basic tables for cross-country comparison  

41. A key ñtestò of the ICHA-HF classification is whether the basic SHA tables ï built on the 

ICHA-HF classification - are able to provide the information expected for health policy analysis. 

Therefore, this section will briefly describe the main content of the relevant SHA tables. 

Health Expenditure on Functions of Health Care by Health Financing Schemes/Sub-systems (HCxHF) 

42. This table presents the final use of different types of services and goods made available for 

the beneficiaries through the different financing schemes. A major question that can be analysed is 

how the different services are financed. For example, what share of inpatient care is available under 

compulsory insurance and what share of inpatient care people have to buy through voluntary insurance 

or have to pay out-of-pocket.  Another issue that can be analysed is how the particular financing sub-

system allocates their resources. For example, what share of the resources of the compulsory insurance 

is spent on pharmaceuticals, inpatient care, outpatient care and prevention, etc.  

Health Expenditure on Health Care Providers by Health Financing Schemes /Sub-systems (HPxHF) 

43. This table shows who produced, and which financing sub-system made available for the 

consumers, the health services and goods. 

Expenditure by Diseases and Health Financing Schemes / Sub-systems   

This table shows the value of services and goods used for the treatment of the major disease groups 

under the different financing sub-systems. For example, how the resources of the compulsory 

insurance were allocated between the major disease groups ï compared to a previous period. 

 Allocation of resources (purchasing): Proposed optional tables  

Expenditure by Health Financing Schemes (Sub-systems) and Financing Agents 

44. This table presents basic information about the institutional arrangements of the particular 

financing schemes (Table 1). The total spending by a financing scheme is shown under ñAll 

institutional unitsò. When more than one type of institutional units are involved in the operation of a 

given financing scheme, the table shows the role of these institutional units.  

¶ For example, in the case of Country (A) in Table 1, central government health programmes are 

executed by the Ministry of Health, other Ministries and NPISHs. Foreign aid programmes are 

carried out by government units, domestic NPISHs and foreign NGOs.   

¶ In the case of Country B, compulsory social insurance is administered by social insurance funds 

and private insurance companies.  Private insurance companies also offer voluntary insurance. 

45. The expenditure of a financing scheme includes the spending on health services and goods 

and the administration of the given financing scheme. Administration of a given financing scheme 

includes expenses related to revenue-collection and purchasing. Therefore, if two different 

institutional units are involved in the revenue-collection and purchasing, administrative costs of both 

institutional units should be included.   
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46. This table may be used for cross-country comparison of institutional characteristics of health 

financing and also for monitoring changes in institutional arrangements of health financing schemes in 

countries with complex institutional arrangement. For example, the changes in the institutional 

arrangement of the compulsory insurance; or changes in the involvement of NGOs in managing 

government health programmes. Countries with simple institutional arrangement of health financing 

obviously do not need such table.  

Expenditure by Function, Health Financing Scheme (Sub-system) and Financing Agent 

47. Countries may be interested in monitoring changes in the role of different institutional units 

in health financing in a more detailed way. This could, for example, show types of services, 

institutional units managing the financing schemes and the relevant financing schemes together. This 

information can be provided by a three dimensional table (See Table 2), presenting health expenditure 

by function (or provider), health financing scheme and financing agent. 

48. As emphasised, the expenditure of a financing scheme includes the spending on health 

services and goods and the administration of the given financing scheme (HC.7). Administration of a 

given financing scheme includes expenses related to revenue-collection and purchasing. If an 

institutional unit is involved only in the revenue-collection, it should also be indicated under financing 

agents and the costs related to the revenue-collection should be included under health administration 

(HC.7).   

49. To exemplify the information that the three dimensional table is able to provide, Table 1 

indicates the content of a few cells, for example: 

¶ the cell HC.6x HF.1.1 x IS.1.2   indicates the value of preventive services financed by 

government health programmes, and implemented by local governments.  

¶ the cell HC.I x HF.1.2 x IS.3 shows the value of inpatient care that was consumed under 

social insurance scheme by those insured who signed up with private insurance companies 

involved in the management of the compulsory insurance scheme. 

Note: for the sake of simplicity, the table only shows a few ICHA-HC categories, as it is sufficient 

for the purpose of the presentation of the table. 

A similar table can be produced for the Expenditure by provider, health financing scheme (sub-

systems) and financing agent. 

This table provides a possible tool for making the administrative costs of foreign assistance or health 

system with complex institutional arrangements more transparent. (See the section on Accounting 

international assistance.) 
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Table 1. Current Health expenditure by financing schemes and financing agents (Total current expenditure =100) 

    County A Country B 

 Financing scheme  Financing agent   

 Government health programmes    20 10 

HF.1.1 

Central Government health programmes  

All institutional units 20 5 

   Ministry of Health 10  

   Other Ministries 5  

   NPISHs 5  

 Regional/Local  Government health programmes  All institutional units  5 

  IS.1.2  local government units   

  IS.5 NGOs   

HF.1.2 Compulsory social insurance   All institutional units  60 

  IS.1.4 social security funds  40 

  IS.3 private insurance companies  20 

HF.1.3 Compulsory private insurance  IS.3 private insurance companies   

HF.2.1 Voluntary private insurance  All institutional units  10 

  IS.3 private insurance companies  10 

  Commercial insurance companies  5 

  Mutual and other non-profit entities  2 5 

 IS.1.4 social security funds   

      

HF.2.2 Non-profit Institutions health programmes  IS.5 NPISHs  3 5 

     

HF.2.3 Enterprises health programmes  IS.2 enterprises  5 

     

HF.3 Households out-of-pocket payment IS.4  50 20 

HF.4 Foreign aid programmes All institutional units 15  

  IS.5 NPISHs (Domestic) 5  

 IS.1.3 government units 5  

 IS.5 Foreign NGOs 5  
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Table 2. Health expenditure by function, financing schemes (sub-systems)*  and financing agent** 

    Functions of health care 

 Financing schemes (sub-systems)  Financing agents In
p

a
ti
e

n
t 

s
e

rv
ic

e
s 

O
u

t-
p

a
ti
e

n
t 

s
e

rv
ic

e
s 

M
e

d
ic

a
l 
g

o
o

d
s 

P
re

v
e

n
ti
o

n 

H
e

a
lt
h

 

a
d

m
in

is
tr

a
ti
o

n 

    HC.I HC.O HC.5 HC.6 HC.7 

HF.1 
Government programmes and 

compulsory health insurance 

 

      

HF.1.1 Government health programmes  

IS.1.2  local government units 
   HC.6x HF.1.1xIS.1.2  

IS.5 NGOs 
   HC.6x HF.1.1xIS.5  

HF.1.2 Compulsory social insurance   

IS.1.4 social security funds 
HC.Ix HF.1.2xIS.1.4     

IS.3 private insurance companies 
HC.Ix HF.1.2xIS.3     

HF.1.3 Compulsory private insurance  IS.3 private insurance companies      

HF.2 Voluntary private schemes        

HF.2.1 Voluntary private insurance  
IS.3 private insurance companies      

IS.1.4 social security funds      

HF.2.2 Non-profit Institutions health programmes  
IS.5 NGO      

       

HF.2.3 Enterprises health programmes  
IS.2 enterprises      

       

HF.3 Households out-of-pocket payment IS.4       

HF.4 Foreign aid programmes 

IS.5 
NGOs    HC.6.x HF.4.xIS.5  

IS.1.3 government units      
IS.5 Foreign NGOs      

*/ applying Option (A) for grouping ICHA-HF categories (see Table 4); **/ applying Classification of Institutional Sectors (See Table 7) 
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Accounting for revenue-raising 

50. Revenue-raising involves payments:- 

¶ the types of which (compulsory insurance contribution, insurance fee for voluntary insurance, 

etc.) are regulated by rules specific for particular financing sub-systems; 

¶ that constitute the revenues of particular financing sub-systems; 

¶ that are provided by the institutional units of the economy usually directly, but not necessarily, 

to the ñpurchasing agentsò (institutional units paying for health services);  

To put it in another way: the revenue-raising involves transactions between institutional units 

providing revenues and institutional units acting as collecting agencies for particular financing 

schemes,  in order to ensure revenues for the particular health financing schemes (sub-systems).  

51. The key information for policy analysis is (i) how much revenue; (ii) in what ways; (iii) 

from which institutional units of the economy are raised for the particular financing sub-systems 

(compulsory insurance, voluntary insurance, etc.).   

52. It does not mean, however, that the information on the collecting agencies may not be 

important, in particular, for country-specific analysis. An ñidealò record on revenue-raising would 

have the following dimensions: type of revenue; financing sub-system; institutional unit providing the 

revenue; institutional units acting as collecting agency for the given financing sub-system. 

What information is provided by the current FS x HF tables? 

53. The information provided by the current FS x HF table can be interpreted in the following 

way. A financing sub-system may raise its revenues in two ways: 

¶ revenues are received from the primary owners of income: households, corporations and the rest 

of the world. The amount or revenues are decided by regulation, contracts or decision made by 

the primary owners of income;   

¶ revenues for health financing schemes (sub-systems)  are decided by the government and NGOs 

that raise general revenues for their overall activities from the primary owners of income.  

54. In the case of the non-earmarked revenues of the state budget, there is no direct link between 

the types of revenues (income-taxes, VAT, corporate taxes, grants, sales, etc.) and the types of 

spending area of the government. It is the decision on the state budget that determines the revenues for 

the government health programmes (and other health financing schemes for which the government 

also may provide revenues). Due to this decision-making role of the government, the current ICHA-FS 

classification interprets government as the provider of revenues. 

55. In a similar way, certain NGOs can be considered as providers of revenues. These are NGOs 

having a wider scope of activity that may provide revenues to health financing sub-systems (e.g., to 

another NGOs involved in financing health programmes). 

56. The proposed title ñRevenues of Financing Sub-systems by Institutional sectorsò better 

reflect the information provided by the current FS x HF table, than the current title (Health 

Expenditure from Financing sources to Financing agents / schemesò.  
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57. The consultation process so far has confirmed that this information is relevant for health 

policy analysis. However, it is important to find better terms and make the interpretation 

unambiguous.  

58.  The consultation process so far has also shown that information on ñhowò the financing sub-

systems raise their revenues is also required. Therefore, a table on the types of revenues of health 

financing sub-systems is proposed to be included in the revised SHA, as an optional tool. 

59. Some argue that it would be desirable to track back the revenues to the original sources. It 

would require the setting up of certain rules for ñcreating linksò between the different types of general 

revenues of the state budget (taxes paid by households, taxes paid by corporations, corporate taxes, 

grants, sales, etc.) and the government health programmes.  First of all, however, it should be 

considered what would be the purpose of analysis and the additional costs of getting reliable data for 

such an analysis.   

Basic tables for cross-country comparison  

Revenues of Health Financing Schemes (Sub-systems) by Institutional Sectors  

60. This table (HFxIS)shows the role of the institutional units of the economy in ensuring 

financial resources of the health system. It presents that from where (from which actors of the 

economy) and how much resources are mobilised by a particular financing scheme. (See Table 10) 

Revenues of Health Financing Sub-systems by Types of Revenues 

61.  This table (HFxR) shows the revenue structure of the health financing schemes: the types of 

transfers through which resources are channelled from the institutional units of the economy to 

financing schemes. (See Table 11) 

Proposed optional tables  

Revenues of Health Financing Schemes (Sub-systems) by Types of Revenues and Institutional Sectors 

62.  This table combines the information provided by the HFxIS and HFxR tables. It presents 

that how much resources, through which types of transfers and from which institutional units of the 

economy are mobilized by a particular health financing scheme (sub-system). (See Table 12)  

Revenues of Health Financing Schemes (Sub-systems) by Revenue-collecting Agencies 

63. This table (HFxRA) provides information about the institutional arrangement of revenue-

raising. It shows what institutional units of the health system take part in collecting revenues for the 

particular financing schemes.  

Note: in many cases the same institutional unit plays the role of the revenue-collecting agency and 

financing agent for a health financing scheme. For example, the sickness funds collect the revenues 

and purchase services under the compulsory social insurance. It is possible, however that the National 

Tax Agency collects the revenues of the compulsory social insurance and allocates the money to the 

sickness funds. 
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Revenues of Health Financing Schemes (Sub-systems), by Types of Revenues and Revenue-collecting 

Agencies 

64.  This table combines the information available from tables (HFxR and HFxRA). It presents 

what types of revenues and through the involvement of what institutional units are available for the 

particular health financing schemes (sub-systems).   

 

Summary of the proposal 

65.  The health financing sub-systems (as a whole) are at the centre of the accounting 

framework for health financing under SHA 2.0. The following key concepts are used to present the 

operation of a country health financing system, consisting of a set of sub-systems: 

¶ health financing schemes (sub-systems) as the main ñ building blocksò of a countryôs health 

financing systems (see Chart 1); 

¶ institutional units  acting as financing agents for health financing schemes (revenue-collecting 

agencies and purchasing agents), which execute the transactions specific to the health financing 

schemes; 

¶ transactions: revenues and expenses of health financing schemes 

66. The key components of the accounting framework for health financing are as follows: 

1. Classifications for  

¶ Health Financing Schemes (or Health Financing Sub-systems): ICHA-HF 

¶ Institutional Units for Health Systems (or Option B: Classification for Financing Sources 

and Classification for Financing Agents): ICHA-IS 

¶ Types of revenues of Health Financing Sub-systems 

2. Accounts (in the form of basic tables and T accounts) that provide information ï adequate 

both from a health policy and methodological perspective - on:  

¶ how the funds of the particular health financing schemes (sub-systems) are allocated;  

What services are consumed (HCxHF) and from what providers they are purchased 

(HPxHF) under the framework of the particular financing sub-systems (how the 

particular financing sub-systems allocate / utilize their resources); and   

¶ how the revenues of the particular health financing schemes ( sub-systems) are raised. 

(The characteristics of revenue-generation of the particular financing sub-systems (from 

what institutional sectors of economy, by what ways and through the involvement of 

what collecting agencies the particular financing schemes (sub-systems) generate their 

revenues). 
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3. Key indicators of the main aggregates and sub-components of health expenditure  

4. Accounts that make possible sectoral analysis of the main health financing schemes (sub-

systems) and institutional sectors of the health system; and 

67. A general Classification of Institutional Units for Health System is proposed to be developed 

and used in presenting several aspects of health financing (including ñpurchasing agentsò and 

ñrevenue-collecting agenciesò.  If this proposal is supported, the current Classification of Financing 

Sources would become redundant. If the Classification of Financing Sources is maintained, a 

Classification for Financing Agents would need to be developed. 

68.  A classification for the types of revenues
7
 is proposed.  

69. The title ñRevenues of Health Financing Sub-systems  by Institutional Sectorsò is proposed 

for the current FS x HF table, providing a more precise interpretation of its content.  

70.  As a possible extension of the international data collection, a table on Revenues of Health 

Financing Sub-systems by types of revenues is proposed. 

71. A set of tables (and T-accounts) are proposed as optional tools, in particular for country-

specific analysis. The HF x FS matrix provides aggregate information about revenue collection in the 

whole health care sector.  There may be a need for more in-depth information about the collection and 

use of resources concerning major financing schemes separately. Sectoral accounts can provide 

important information from the perspective of a given financing scheme or institutional sector that 

cannot be directly gained from any of the SHA tables. For example, sectoral accounts can show the 

operating balance (surplus or deficit) of the financing schemes. (Annex 3 provides a few examples for  

sectoral accounts.) 

72. The table below displays the main changes - in comparison with SHA 1.0 -  in the 

classifications and basic tables.) 

                                                      
7
  There are other possible terms for the type of revenues, such as contribution mechanisms (proposed 

by Mr.Wilkens), methods of collecting revenues (proposed by Mr. Mapelli). 
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Table 3. Components of the accounting framework for health financing 

Classifications 

SHA 2.0 SHA 1.0 / PG / JHAQ 

ICHA -HF 

Classification of Health Financing Schemes 
(or: Classification of Health Financing Sub-

systems)* 

ICHA-HF 

Classification of Health Care Financing (SHA 

1.0) 

Classification of Financing Agents (PG) 

Classification of Financing Schemes / Agents 

(JHAQ) 

ICHA -IS 

Classification of Institutional Units for 

Health Systems**  

ICHA-FS 

Classification of Financing Sources (PG, JHAQ) 

ICHA -R 

Classification of Revenues of Health 

Financing Schemes (Sub-systems) 

 

SHA Tables for international comparison (JHAQ) 

SHA 2.0 SHA 1.0 / PG / JHAQ 

Current Health Expenditure on Health Care 

Providers by Health Financing schemes* 

(HPxHF) 

Current Health Expenditure on Health Care 

Providers by Financing agents/schemes 

(HPxHF) 

Health Expenditure on Functions of Health 

Care by Health Financing schemes (HCxHF) 

Health Expenditure on Functions of Health Care 

by Financing agents/schemes (HCxHF) 

Revenues of Health Financing schemes by 

Institutional Sectors of the Economy 

Health Expenditure from Financing sources to 

Financing agents/schemes (HFxFS) 

Optional tables  

SHA 2.0 SHA 1.0 / PG / JHAQ 

Expenditure by health financing schemes* and financing 

agent 

 

Expenditure by function, health financing schemes* and 

financing agent 

 

Expenditure by provider, health financing schemes* and 

financing agent 

 

Revenues of Health Financing Schemes* by types of 

revenues 

 

Revenues of Health Financing Schemes* by types of 

revenues and institutional sectors  

 

Expenditure by diseases, age and gender and health 

Financing Schemes*   

 

Revenues of Health Financing Schemes* by collecting 

agencies  
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Revenues of health financing sub-systems, by types of 

revenues and collecting agencies  

 

Sectoral accounts (see Annex 3)  

  

*/ The difference is basically in the naming: the proposed categories are the same. If the 

terms ñsub-systemò were preferred, the name of the tables would be changed accordingly 

**/ Version (B): two classifications: Classification of Financing Sources ICHA-FS; and  

Classification of Financing Agents (ICHA-FA) 

 

 

Main steps in adjusting the current national health accounts of a country to the revised SHA  

73. A qualitative analysis can be a good basis for the adjustment of the National Health 

Accounts of a country to the new health financing framework. This may include: 

¶ As a first step, the clarification of the types of health financing sub-systems (schemes) the 

country has (e.g., based on Chart 1) 

¶ Defining the types of revenues and financing agents for each financing scheme (See Annex 5). 

The clarification of  all types of revenues and institutional units involved may require additional 

qualitative analysis in the case of Government health programmes and the Foreign health 

programmes (See Charts 4 and 5.)  

¶ Based on this qualitative description  

ü the correspondence between the current categories of ICHA-HF used in the NHA of the 

given country and the revised categories of ICHA-HF can be made (See Table 6). In many 

cases it only requires changes in the naming.  

ü the county-relevant categories of the proposed Classification for Institutional Sectors for 

Health Systems (Table 8) and Classification of Revenues of Health Financing Schemes 

(Table 9) can be identified  

ü it can be decided which tables may be relevant for the further development of the NHA of 

the given country (See proposed optional tables and setoral accounts.) 

ü it can be decided whether a specific analysis of the foreign assistance is desirable (See 

ñAccounting International assistance and loansò. 
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PROPOSALS FOR THE MAIN CATEGORIES OF ICHA -HF 

74.  The proposed definition and categories of ICHA-HF are intended to facilitate comparable 

expenditure data  across countries and over time. It should be emphasised that this definition of ICHA-

HF as a classification of financing sub-system would not require major changes in the current 

reporting practice of countries. In fact, in many cases it would provide a better alignment between the 

current country practice of reporting health expenditure and the revised categories of ICHA-HF . 

75.  The proposed definition and categories of ICHA-HF are relevant from a health policy point 

of view and are in accordance with the dominant view of health financing in the health policy 

literature.  

76.  The paragraphs xxx already put forward the main criteria proposed to use for distinguishing 

the categories of financing schemes under ICHA-HF. 

77.  The following table shows the proposed main categories of ICHA-HF. It is followed by the 

definitions of the schemes and a discussion on the possible options for grouping into major categories 

and possible options for creating sub-categories.  
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Table 4   

A proposal for the main categories of ICHA-HF 

Government health programmes 

(with sub-categories of central, state/provincial and local / 

municipal government programmes) 

 

National Health Insurance* 

 

Compulsory social insurance   

 

Compulsory private insurance 

 

Compulsory medical saving accounts**  

 

Voluntary private insurance  

(with sub-categories, see Annex 4) 

 

Community-based insurance  

(as a sub-category of voluntary private insurance) 

Households out-of-pocket payment 

 

Non-profit Institutions health programmes  

 

Enterprises health programmes  

 

Rest of the World health programmes (Foreign health 

programmes) 

 

*/ further discussion is required on whether to present as a separate 

category or include under compulsory social insurance 

**/ further discussion is required on whether to present as a separate 

category or include under compulsory private insurance 

The labels are ñworking categoriesò and may change during the 

revision process. 

 

 General government programmes and activities 

¶ Mode of participation: automatic for all citizens/residents or defined by law for a specific group 

of population (e.g., the poor)  

¶ Benefit entitlement: universal or available for a specific group of population defined by law 
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¶ Method for fund-raising: budget revenues (primarily taxes) 

¶ Mechanism and extent of pooling funds: national or local government level 

78. A key distinguishing criterion is that general taxation serves as fund-raising and the funds 

are created through the general budget process. General government programmes providing primary 

coverage can be:  National Health Services, health care as part of local government services and 

programmes for specific groups of population (e.g., Medicaid in the United States).   

79. In health systems primarily financed from the state budget (for example,  the National Health 

Service of the United Kingdom or part of the general budget of local governments in the Scandinavian 

countries), universal entitlement of the population (or groups of the population) for a fairly 

comprehensive benefit package is defined by law.  Purchase of services is usually, but not necessarily, 

managed by government units. Often, but not necessarily, services are also provided by the 

governments.    

80. In countries with compulsory health insurance as a dominant way of financing, government 

may only finance some preventive programmes and investments.  

81. Includes: government expenditure on all functions of health care as defined under ICHA-HC, 

including administration of the health system and gross capital formation 

82. Excludes: expenses provided by government (as a financing source) to other third-party 

payers.  

Sub-categories of Government health programmes 

83. Sub-categories of Government health programmes are: 

¶ Central government health programmes 

¶ State/regional/provincial government health programmes 

¶ Local / municipal government health programmes 

Here it is important to distinguish between government health programmes and the government units 

as institutional units acting as one possible financing agent for government health programmes. Chart 

6 shows the possible financing agents for the three sub-categories of government health programmes. 

Chart 6. Possible financing agents for the three sub-categories of government health 

programmes 

Health Financing 

Schemes 

Financing agents (institutional units managing government health 

programmes) 

 MoH 

Other 

Central 

Gov 

Units NHSA 

Regional 

government 

Local 

governments 

Other 

Public 

units NPISHs Corporations 

Central Gov Progr x x x x x x x x 

Regional Gov Progr    x x x x x 

Local Gov Progr     x x x x 

Ăxò indicates the possible financing agents for the given government  programme 
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National Health Insurance 

¶ Mode of participation: compulsory  

¶ Benefit entitlement: universal (citizenship or resident status) 

¶ Method for fund-raising: income-related health insurance contribution and / or general taxation  

¶ Mechanism and extent of pooling funds: national level 

84. The main distinction between National Health Service (NHS) (belonging to General 

government programmes) and National Health Insurance lies in that NHS is financed from state 

budget and there is no ear-marked revenue for it. NHI is mainly financed from health insurance 

contribution (that is ear-marked revenues). The main distinction between NHI and social health 

insurance SHI lies in the rules of entitlement and level of pooling: entitlement for NHI is universal, 

while the entitlement for SHI is connected to professional or income status. NHI has a single national 

health insurance fund managed by a single, centralised organisation. (For example, Korea
8
, Chinese 

Taipei).   

85. Question for debate: Should NHI be distinguished from compulsory social health insurance 

under SHA?  

Compulsory social health insurance  

¶ Mode of participation: compulsory for the eligible groups  

¶ Benefit entitlement: entitlement based on professional or income status, or other criteria (e.g., 

age) and usually covers both contributors and dependents.   

¶ Method for fund-raising: (usually) income-related health insurance contribution  

¶ Mechanism and extent of pooling funds: sub-national.  

86.  Laws on social health insurance define the coverage and the benefit basket to which the 

insured persons are entitled. Entitlement for services originates from the law on social health insurance 

that, insurance is established automatically for all persons meeting the criteria. With some exceptions 

(e.g., non-residents), no individual contract between insurance fund and the insured is involved
9
. 

Membership may be legally assigned (even in the presence of more than one fund in a country), 

usually based on two criteria: (1) professional status or employer; and (2) place of residence. In some 

countries insurees may have the right to choose a sickness fund.  

87. A main characteristic of social insurance schemes is that contributions are not related to risk. 

Contributions are mainly raised through wage-related contributions which are shared between 

employers and employees. There are differences between countries relating to: the uniformity of the 

rate, the ratio of contributions from employers and employee; the existence of an upper contribution 

                                                      
8
 In Korea, 139 insurance societies for enterprises and 227 insurers for the self-employed, civil servant 

and school teachers were integrated into the National Health Insurance Corporation (that is a single 

payer system) in 2000 (Sang-Yi Lee, et al., 2008). 

9
 Insured people enrol with a fund. 
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ceiling; the existence of additional non-wage-related revenues; the calculation of contributions for 

non-waged persons; and the role of general taxes in funding. 

88. In a few countries social health insurance is compulsory for the majority but not all citizens 

(e.g., Germany) and some groups of the population may have the choice to join the social insurance 

fund or buy a private insurance policy.  

89. Traditionally, social health insurance schemes are operated by sickness funds that are not-

for-profit entities under public law. The traditional management structure is based on representation of 

employers and employees. The management structure and the decision-making power are defined by 

law and funds are subject to control directly by the government or by a government agency. Recent 

reforms, however, have brought considerable changes. In some countries for-profit insurance 

companies may also be allowed to participate in the operation of a social insurance scheme. Thus, both 

sickness funds and private insurance companies may take part in the operation of a social insurance 

scheme.  

 

Compulsory private insurance 

¶ Mode of participation: all residents (or defined groups of residents) are obliged to purchase a 

health insurance policy.  

¶ Benefit entitlement: based upon a contract between the individual and the selected health 

insurance company 

¶ Method for fund-raising: health insurance premiums. Tax credits
10

 may also be involved.  

¶ Mechanism and extent of pooling funds: depends on the extent of regulation of premium, 

standardisation of benefits and risk-equalising mechanisms  

90.  All residents (or a great part of residents) are obliged to take out health insurance with a 

health insurance company or sickness fund: i.e. the purchase of private coverage is mandatory. The 

insurance is established by (entitlement for services is based on) an insurance agreement/contract 

between the individual and the insurer.  

91. The Dutch system introduced from 1 January 2006 serves as an example. The government 

heavily regulates the market of compulsory insurance: insurers are obliged to accept anybody and the 

insurance premium is unrelated to individual risks.  At the same time, the day-to-day operation of 

health insurance is now organised under private law (Ministry of Health, Welfare and Sport, 2005)
11

.  

Entitlement for services is based upon a contract between the individual and the selected health 

insurance company. If a person fails to meet the obligation of buying insurance, s/he becomes 

uninsured. Insurers are allowed to remove the non-payers from their list and then those may become 

uninsured. The number of uninsured was estimated around 1.5% of the population in 2006 (Maarse, 

2007).  

                                                      
10

 Tax credits are amounts deductible from the tax that otherwise would be payable. 

11
 Health Insurance in the Netherlands. The new health insurance system from 2006. Published by: 

Ministry of Health, Welfare and Sport, September 2005. 
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92. Question for debate: whether there is a need for sub-categories to distinguish compulsory 

private insurance with risk-related premium from compulsory private insurance with non-risk related 

premium (such as in the Netherlands).  

    

Compulsory medical savings accounts (MSA) 

¶ Mode of participation: compulsory for all residents (or  defined groups of residents)  

¶ Benefit entitlement: based upon the purchase of  MSAs 

¶ Method for fund-raising: defined by law (e.g., as percent share of income) 

¶ Mechanism and extent of pooling funds: no pooling across people (except family members) with 

different income and individual risk    

93. The savings account covers, besides the owner of the account, dependent family members, 

and hence, there is only pooling over time.
12

. By law, it may be compulsory to take out a medical 

savings account; and the minimum payments and some issues of the use of the accounts for paying for 

health services can be regulated by the government.  

94. For example, Singapore introduced a system of medical savings accounts, called Medisave 

in 1984. Every employed citizen is obliged to pay 6-8 percent share of income ï according to age ï 

into an individual account managed by the state. Savings in the individual medical savings accounts 

can be used to pay for hospital costs and certain selected out-patient costs approved by the state in a 

catalogue of services (Gottret and Schieber, 2006). 

Notes: 

95.  Medical Saving Accounts currently play a role in health financing only in a few countries. 

Both form a theoretical perspective and as its role may increase in the future, it is important to 

examine whether they should be part of any of the classifications related to health financing. 

96. The conclusion from the consultation process so far is that voluntary MSA are not basically 

different from other savings that people use when they have to pay out-of-pocket for services, 

therefore voluntary MSA should not be included in ICHA-HF. 

97. The compulsory MSA, however, is basically different from peopleôs other type of savings. 

People are obliged to take MSA and the government regulate the payment and the service package the 

MSA can be used for. It serves as an alternative to health insurance, for example in Singapore. 

Therefore, it is necessary to include in ICHA-HF. Two options for consideration are as follows: 

¶ MSA is interpreted as a substitute for compulsory private health insurance and the relevant 

category ñcompulsory private insurance and MSAò; or 

¶ MSA is interpreted as basically different from insurance and a separate category ñCompulsory 

MSAò is created  

                                                      
12

 The medical saving accounts are based on the concept that it is the family that is primarily 

responsible for caring for the sick and the elderly. 
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98. Questions for debate:-  

¶ Should compulsory MSA be presented as a separate category or included under compulsory 

private insurance? 

¶ How to interpret state subsidy: can it be interpreted as some sort of risk-sharing (pooling)? 

 

Voluntary private health insurance 

¶ Mode of participation: voluntary 

¶ Benefit entitlement: based upon the purchase of  voluntary health insurance (usually on the basis 

of a contract) 

¶ Method for fund-raising: non-income related premium (often risk-related)  

¶ Mechanism and extent of pooling funds: depend on regulation and existence of group policies  

99. Voluntary private health insurance is taken up and paid for at the discretion of individuals (or 

group of individuals). Premiums may be either risk-rated or community-rated. Voluntary insurance is 

usually purchased from private insurance organisations, although in some cases it may also be 

purchased from public or quasi-public bodies. In several countries enterprises may also have their own 

insurance arrangements.   

100. Note: residents of Country A (e.g., living in frontier areas) may purchase health care in 

Country B and finance it through voluntary insurance bought also in Country B. This is also recorded 

under voluntary insurance in the financing scheme classification. In this case the foreign insurance 

company (non-resident institutional unit) is a financing agent, which specific feature is reflected in the 

tables that show both the financing schemes and financing agents. (Note: the provider category is: 

RoW.)  

101.  Question for debate: How should SHA 2.0 define sub-categories of voluntary private 

insurance? Annex 4 provides a detailed discussion on the possible options. 

Community-based health insurance, as a sub-category under voluntary health insurance   

¶ Mode of participation: voluntary 

¶ Benefit entitlement: based upon participation 

¶ Method for fund-raising: defined at local level  

¶ Mechanism and extent of pooling funds: at local community level 

102.  Community-based health insurance is a special form (subcategory) of voluntary health 

insurance that has become widespread in Africa and Asia (Carrin, 2003; ILO). ñThese schemes exist 

within localised communities, most often in rural areas: members make small payments to the scheme, 
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often annually and after harvest time, and the scheme covers the fees charged by local health services." 

(McIntyre, 2007,p.4) 

103. To date, in most countries community-based health insurance has remained on a small scale 

[to be completed] 

104. Community-based voluntary health insurance may be subsidised by the central government 

from tax revenues and governments may have the goal of making the scheme quasi-universal.  

105. Questions for debate:  

1. Is it desirable to have this category (in particular for low-income countries)? 

2. Would a special sub-category of ICHA-HF desirable when community-based health insurance 

is subsidised by the government and covers the majority of the population?  

 

Household out-of-pocket expenditure  

106.  Householdsô out-of-pocket expenditure by definition is regarded as a financing scheme. Its 

distinguishing characteristic is that it is a direct payment for services (no third party payer or pre-

payment is involved): the payment is made by the user at the time of the use of services.  

107. Households play several roles in the health system: as beneficiaries, as providers of sources 

to third-party financing schemes (by paying taxes, and/or insurance contribution and/or insurance 

premium); as informal providers of care;  and last but not least households pay directly for part of the 

health care they consume (that is out-of-pocket payments).   

108. Out-of-pocket payments (OOP) show the direct burden of medical costs that households bear 

at the time of service-use.  In lower income countries out-of-pocket expenditure is often the main form 

of health care financing. 
13

 

109. Besides, OOP, households as an institutional sector provides revenues for other financing 

sub-systems. 

110.  From a health policy perspective, three main types of out-of-pocket expenditure (OOP) are 

important to distinguish:  OOP excluding cost-sharing, OOP related to compulsory health protection 

schemes and OOP related to voluntary insurance schemes. The role (share) of each of these sub-

categories and the changes in the share over time provide a more detailed picture of the burden of 

health financing on households than the total OOP. Furthermore the 3 types may give important 

information about the effect of government intervention in health financing. 

111. The category of OOP excluding cost-sharing (or user fees) is of vital importance to assess 

the catastrophic health expenditure in low-income countries. Unit 16 of SHA Revision will provide 

guidelines for estimating private expenditure. 

                                                      
13

 Out-of-pocket payments are typically perceived as the most regressive form of financing. Their role 

however should be considered together with other factors. In lower income countries,  the absence of 

health insurance means that the better-off must pay out-of-pocket for health care, while the poor 

simply cannot afford to pay and  so go without treatment (OôDonnell et al., 2008). 
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112.  Note: when payment is first made by households and then reimbursed by an insurance fund, 

the insurance fund is regarded as the financing scheme. For example, in France patients often pay for 

outpatient care the full price of the service and then part of the payment is reimbursed to the patient. In 

this case only the non-reimbursed amount is accounted as out-of-pocket payment. 

113. Guidelines for the estimation of out-of-pocket payment will be provided in Unit 16 (Basic 

accounting rules and guidelines). 

 

Non-profit Institut ions health programmes  

¶  Mode of participation: voluntary  

¶ Benefit entitlement: discretionary 

¶ Method for fund-raising: donations from the general public, governments (budget of national 

government or foreign aid) or corporations 

¶ Mechanism and extent of pooling funds: varies across programmes 

114.  As mentioned, this category, in fact, is a mix of the two approaches: besides the rules of 

entitlement and that of raising and pooling revenues, the organisation is important to define the 

scheme.  

115. This category is proposed to replace the current ñHF.2.4. Non-profit institutions serving 

households (other than social insurance)ò. The category of non-profit institutions has proved rather 

ambiguous during SHA implementation. The current definition is taken from SNA 93: ñNon-profit 

institutions serving households (NPISHs) consist of non-profit institutions which provide goods or 

services to households free or at prices that are not economically significant.ò  This definition does not 

allow for a clear distinction between non-profit institutions as third-party payers of health care and 

non-profit institutions as providers of care.  For example, hospitals may have non-profit legal status 

and provide services to households free of charge under a social insurance scheme, in which case, of 

course, the social insurance is the financing scheme and the hospital (HP.1) is the provider. The 

unambiguous interpretation of ICHA-HF as a financing scheme (sub-system) provides a starting point.  

¶ An NGO may provide ï besides their non-health activity ï resources for other NGOs that carry 

out the financing of special health programmes. The NGO1 in question does not have a direct 

relationship with providers of care. In this case NGO1 is a provider of resources (ñfinancing 

sourceò) and the programme of the NGO2 is the financing scheme.   

¶ A non-profit institution may create a special fund, usually through donations to finance special 

types of health services. For example, to operate special facilities for the homeless, or to provide 

care for households affected by natural disasters or war.  Donations may be provided in cash or 

in kind from the general public, corporations or governments. During the implementation the 

NGO may pay for its own staff and also for health care providers and other entities. (For 

example a charity organisation may pay for a special operation for a child abroad that is not 

available in the home country.) In these cases the NGO programme is a financing scheme. 
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¶ The ñnon-profitò may be the legal form of providers receiving payment from other institutional 

units (for example, social security fund) as compensation for the services they provide. In this 

case the NGO is a provider and compulsory insurance is the financing scheme.   

116. It always requires a qualitative analysis of NGOs activity to decide whether the given NGO 

can be regarded as a financing scheme.   

   

Enterprise health programmes 

117.  Under the current SHA practice, enterprises are counted as a category of ICHA-HF, if they 

provide or finance directly health services for their employee (such as occupational health services), 

without the involvement of an insurance-type scheme.   

¶ Mode of participation: based on employment at a particular corporation or employment status in 

general (e.g., compulsory occupational health care)  

¶ Type of services: discretion of the corporation or specified by law 

¶ Method for fund-raising: revenues of the corporation  

¶ Mechanism and extent of pooling funds: at an individual corporation level 

118.   Compared to SHA 1.0 and the JHAQ data collection, there is no change in the actual 

content of this category. The change is in the label (and the definition) which now reflects better the 

content of the data. The current label in the SHA Manual is: ñCorporations (other than health 

insurance)ò.  This label is not accurate as corporations may pay insurance contributions or voluntary 

insurance premiums. The proposed category would reflect better the actual role of enterprises 

accounted under this category.  

119. Question for discussion: What should be the criteria for distinguishing voluntary health 

insurance bought or run by employers (HF.2.1.1.1 in Table 5) and enterprise health programmes 

(HF.2.3) , if enterprises also provide general medical services (not only occupational health care).  

1. Option 1: The criterion is whether the type of health service is related to the production 

process of the given enterprise. In this case only occupational health care should be included 

in Enterprise health programmes. 

2. Option 2: The criterion is the existence of rules for benefits and contribution payment by 

employees (similar to those of voluntary health insurance). If such rules exist and a separated 

fund (ñinsurance fundò) is set aside for financing general medical services provided by the 

enterprise to its employees, the expenditure should be accounted under voluntary health 

insurance (HF.2.1.1.); otherwise under Enterprise health programmes (regardless the services 

provided).   

120. Health care providers may have special revenues from economic activities other than the 

provision of health services (for example, lending premises, providing laundry or catering services for 

other institutions, or private hospitals may have revenues from interest, etc.) and use these revenues 

for covering the costs of health services they provide. The current version of ICHA-HF does not 

contain an appropriate category for these revenues. Therefore, the revised ICHA-HF proposes to 
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distinguish between two sub-categories of corporations:  Corporations health programmes (except 

health care providers); and Health care providers programmes. (The terms programme is used here in a 

wider sense, referring to the non-health activity of health care providers with the purpose of raising 

extra revenues.)  

Rest of the World health programmes  

121. This category includes mainly foreign aid programmes. The current category ñRest of the 

Worldò refers to foreign institutional units. It is important to distinguish RoW health programmes as a 

financing arrangement and RoW as institutional unit. 

122. Foreign assistance may be given for a specific purpose, for example AIDS programme and a 

separate organisation can be set up for the management of the fund (which is not necessarily involved 

in the provision of the service).  This programme directly finances providers from its separate budget. 

It is proposed that in this case the foreign aid programme should be classified as a financing scheme, 

regardless of whether the management organisation is a foreign foundation or a local organisation. The 

distinguishing criteria are: resources are provided by RoW, the programme has a separate budget, 

separate management for use of funds and direct relationship with providers (or involvement in the 

provision of care). In the case of such programmes the financing source is the RoW and the financing 

scheme is: foreign aid programme. The financing agent may be a domestic unit or foreign foundation 

or both may be involved 

123. The foreign aid programme as a financing scheme should be clearly distinguished from 

ROW as an institutional unit (financing sources) providing revenues for financing sub-systems other 

than foreign aid programmes. Most of the foreign aids or loans go through the state budget, serving as 

one of the funding sources for governmentôs activities, including health care. In this case, the general 

government health programmes constitute the financing scheme.  The section on Foreign assistance 

provides a more detailed discussion on these issues. 

124.  Note: external resources may be provided for more than one year. In the health expenditure 

data of the given year external resources are included to the extent that they are used in the accounting 

period.  

How to define major groups (first-digit level categories) of ICHA-HF 

125.  In the current SHA Manual, General government, Private sector and the Rest of the world 

constitute the major groups of ICHA-HF classification. By definition, the main criteria is whether the 

institutional unit (as defined in SNA 93) belongs to the government sector or does not. It defines 

private sector as ñall resident institutional units which do not belong to the government sector.ò 

According to this definition, all spending by institutional units which do not belong to the government 

sector should be counted as private expenditure (e.g., spending on services under compulsory social 

insurance if managed by private insurance enterprises). The analysis on the major problems of the 

SHA Manual 1.0 (Annex 1) showed the necessity of revising this approach.  

Two options for grouping ICHA-HF categories 

126.  The general purpose of health financing is to facilitate the access to care. Different schemes 

involve different levels of financial protection in the case of needs for health services. As a key health 

policy goal is to provide financial protection, the different nature and level of financial protection is 

proposed to be the criteria for grouping the schemes. From this approach two options are proposed 

(See Table 5) 
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127. Option (A)  proposes four categories:  

¶ Compulsory social protection schemes (or Government and compulsory health insurance) 

(HF.1) 

¶ Voluntary pre-paid schemes (HF.2) 

¶ Households out-of-pocket payment (HF.3) 

¶ Foreign aid programmes (HF.4) 

128. A key rationale for this proposal is that a major difference exists between OOP-payment and 

pre-paid schemes in providing financial protection. Putting OOP-payment and voluntary financing 

schemes into one category under ñprivate sectorò does not highlight this difference. According to this 

approach there are fundamental differences between compulsory schemes, voluntary schemes, OOP-

payment and foreign aid programmes in providing financial protection. 

129. Option (B) proposes three categories 

¶ Compulsory social protection schemes (or Government and compulsory health insurance) 

(HF.1) 

¶ Households out-of-pocket payment and Voluntary pre-paid schemes (HF.2) 

¶ Foreign aid programmes (HF.4) 

130. This option sees the main differences between compulsory and voluntary participation and 

considers the differences between OOP-payment and voluntary pre-paid system less important than 

the difference between ñcompulsoryò and ñvoluntaryò.   

 Compulsory social protection schemes (Government and compulsory health insurance) 

131. A key rationale for government intervention in health systems is to provide financial 

protection, ensure access to basic health care for the whole (or majority) of society or, in some 

countries, for the most vulnerable groups of society. This purpose can be pursued through different 

coverage schemes.  Health accounts are expected to provide information contributing to the 

assessment of the performance of health systems in achieving this key policy goal. Therefore, for 

international comparability, it is important to have a general, aggregate category that includes all 

financing schemes serving this goal. The making of the purchasing of private health insurance 

compulsory usually has to involve government regulation concerning key elements of private 

insurance, for example, non-risk related premiums or subsidies for the lower income groups. However, 

even if no inter-personal redistribution is involved, the regulation concerning compulsion can be 

considered as some sort of social protection. 

   




