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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 condltation process seéttp://www.oecd.org/health/sha/revisjon

2. The First IHAT Draft will be issued after a wide consultation am Poposain the second
half of 2009.

3. The preparation of th paper has taken into consideration a number of antecedents and
sources, in particular:

1 Experience with the implementation 8HA 1.0and theProducer Guidein partcular the current
practice under the Joint Health Accounts Data Collection;

1  The papeinterim 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.

1  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 basfanctions and typology of health financing systems;

1 Relevant basic concepts of other statistical systems, such as ESSPROS, IMF GFS and SNA,
including drafts prepared under SNA93 revision;

f Input papers and related discussed at OECP M@eting of HealthAccounts Experts (3
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 (ICHH#% ) [DELSA/HEA/HA(20@8B)7];

9 Discussions of the International Health Accounts Team (IHAT); and discussion of the Eurostat
Development Group on SHA Revision (Januaryl#32009);

1 Input papers provided @enters for Medicare & Medicaid Services (Input paper 09001), Jens
Wilkens (09002),Stephen N Muchiri (09003), and OECD (100&fyl comments received to
input papers on Unit 9 and 1@til the end of February, 200Commentsdy Jonathan Cylus
(Comment 09101), Michel DUEE (09102), Tomas Roubal (01103), Irina Falkovich (09103),
Michael Mueller(09104), Vittorio Mapelli (10104), DIiMOENS (05103), Cornelis VAN
MOSSEVELD (09105), (Seenttp:/ivww.oecd.org/health/sha/revision )

! Acknowledgements: The OECDeHlIth 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

1 Issues relevant to Uni&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 aatlocate 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 -sybtems (schemes): e.g., compulsory social insurance,
voluntary insurance, owutf-pocket payments, etc. These schemes, in turn, have different
characteristics of revenuaising, pooling and purchasing. Health @aats should provide a clear and
transparent picture and health policy relevant information regarding, in particular:

f  The role (share) of the main sapstem$in financing of a country health care [HF table];

T What kind of servicesare ensured (purchaspdunder the different financing schemes,
including outof-pocket payment by households [HC x HF table];

T AWhere does t hFreom mhichh proyidegaoethe services furchased undee
particular health financing schegye

1 From which institutionalinits ofthe economy and how a particular health financing scheme
(subsystem) raises / collects its revenues;

1 What institutional units are involved in the management of a particular financing scheme
(subsystem) [Financing Scheme (HF) x Financing AgebletaSeeTlable 1

T (To be completejl
Main approach for preparing the document
5. In order to develop thBHA analytic frameworKor health financingit is necessary to:

9 interpret what kind of information is providda/ the current SHA framework (by the tables
collected under th® ECD-EurostatWWHO Joint HealthAccount Data collection (JH3)

91 clarify what information is expected from the revised SHA
91 clarify the problems with the current framework

1 clarify the modificatims 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. Somerendetailed explanations and possible other alternatives are
presented in the annexes.

2 (government programmes, compulsospcial insurance, voluntaryinsurance, oubf-pocket

paymentsforeign aid programmes)
2



Health financing sub-systems

7. Each countryds health fisywantcemyg, caonsi sss maf
blocks 0 . Most typologies of health f i socatlealtihg syst
insurance and private health insurance. In addition, Gottret and Schieber (2006) propose community
based health insurance as a category of health finan&aggYi 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 entittement and different institutional settings. A
deepeianalysis of health expenditure, however, requires more detailed categories under SHA 2.0.

Definition of health financing sufystem

\ 8. A health financing subsystemconsists af

9 adistinct body of rulessoncerning the mode of participation in the scheme, the basig for
entittement for health care and the rules of raising and pooling revenues of the giveén sub
system. This component can be defined as a financing scheme

1 one or more types ahstitutional unitscollecting and pooling the fund(s) of the given sub
system and / or acting as purchasing agent (financing agent) for the giveyster; and

1 the funds of the financing stdystem collected and used for services (in a given accounting
period).

Definition ofhealth financingschemes

0. The category,Health financing schemes includes direct payments by households |for
services andhird-party financing schemes. Third party financing schemes are definaddestinct
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 givesystdm. Health financing schemes
aresupported by one or more institutional units, butraethemselves institutional unitd must be
possible to draw up a separate account of receipts and expenditures ofpartiyifdealth financing
scheme.

Criteria for distinguishing the categories of financing schemes / financing ssystems

10. The following list contains the main criteria distinguishing the diffetsgdlth financing
scheme$

1 Mode of participation(coverage of the populationpmpulsion to participate in the scheme)
Main categories: automatianandatory by law; mandatory by condition of employment;
voluntary.

91 Basis for benefit entittement An i ndi vi dtohbehlih serviees unddr & fananeing t
scheme (e.g., national health service or an insurance scheme) may be based on avparidic la

% The concrete éalthsubsystems bcountriesput underthe same category oehlthsubsystems of
course, may have considerable differences, in particular in tloeganisation / management
arrangementsFor example, compulsory health insurance may b@glespayer or multiplepayer
system; multiple norcompeting payers or multiple competing payers.

3



contract between an insurance carrier and the individual (under private Taw) law may

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

or entitlement may simply be based on willingness to paymupdvate law. Thdenefits

(covered packagejnay be based on an open entitlement to all services not included in a
6negatived I|ist, standardi sed or minimum pack
have freedom to design benefits.

1 Method fa raising funds how contributions / premiums are defined /calculated. Main
categories: tax revenues, mandatory incoetated insurance contribution, mandatory non
incomerelated premium, voluntary insurance premiums {redkted or nosrisk related) and
out-of-pocket payments.

1 Mechanism and extent of pooling and +&location of funds (1) Degree of poolingleriving
from regulation of the schem&or example: incomeelated contributions pooled at national
level; mandated community rating of premiurmational level; community rating of premium
at a local level (financing agent level); rAeiated contributions; households direct payments.
(2) Reallocation. In the case of decentralised ssystems (both health insurance and- tax
financed systems) cemat government may rellocate 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 subsystems.

* In this case the law requires all or some permanent residents to buy private insurance, but the
entittement is only generated when the contract is made between the individuals and thednsuran
company.

4



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

Criteria for distinguishing financing sub-systems (schemes)
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voluntary health insurance
(individual or community-
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|

out-of-pocket payment

Foreign aid health
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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 andengaging in economic activities and in trastgmns with other entitieg(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); supplgingfinancial resources for providers;
providing revenues for financing sslystems (schemes); acting as collecting and / or purchasing
agent for one or more financing sapstem; and providing health care services and goods; or
providing health(caredelated 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 dveviders of revenues for
financing sib-systems (schemes) and /or agents managingne or more financing sedystems
(collecting revenues and / or purchasing services).

Definition of financing agest

15. A financing agent is an institutional unit irlved 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 -systems, financing schemes and
financing agents, in the case of a financing-sydtem witha complex institutional setting. For
example,Chart2 can be interpreted as presenting tioenpulsory social insuranda Country (A)

with the following charactestics: the National Bx Office acs as collecting agency for the
compulsory social insurance and coltedocial insurance contributions from employers and
employeesand 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
companiesAt the same time the Tax Offi@socollects thegeneral revenues of government of which
government as employer pays social insurance contributions aftec pofghloyeesThese revenues

are also transferred to the purchasing agents. A country health financing system consists of a set of
suchsubsystems(Many of which are more simple than indicated on the chart.)



Chart 2. Main components of health financing

Revenue raising Purchasing

A A

- YT

Potential providers of revenues

Health
financing
scheme

House holds

Collecting

agency(es) (on behalf
of the financing
scheme)

Fnancing agent(s)
(on behalf of the
financing scheme)

Government
general

revenues

Employers

Foreign
entities

v

How of
money

Rules governing collection,
pooling and allocation of
funds; entitlement and

Notes: 1)The chart shows the potential sourdesewenues. A given health financing scheme usually does not raise revenues from
institutional units showed by the chart; 2) The collecting agency and the financing agent may be the same institutional unit.
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Relationship between financing sgstems and institutional units

17. In several countries there is a elmeone correspondence between financing-sygiems

and institutional units. For example, in Country (A) with a simple organisational arrangeatient
government financed care may be operated by local government units, and in addition voluntary
insurance is offered by insurance companies, and households paEfypoaket for certain services.

18. The oneto-one correspondence is, however, not necessary from a theoretical point of view.
Moreover, in reality, there are many countries where the relationship between finanesygteuhs

and institutional units is rather complex and has been considerably dhawveyethe past few years.

For example:

1 The same actor can serve as a purchasing organisation for more than one finansirsgesub
(e.g., private insurance company, besides offering voluntary insurance, may be involved in
managing the social insuranagheme);

1 Actors belonging to different institutional sectors of economy can serve as a purchasing
organisation for the same financing system (e.g., the compulsory health insurance scheme can
be managed at the same time in a given countrjby both a ecial insurance agency and
insurance corporations).

1 The same actor (e.g., tax office) can act as a collecting organisation for more than one financing
subsystem (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 IGHR classification, a key issue to be
clarified is that what information is needed from / provided by the current SHA. Whéthttre case
of HCxHF Table and HPxHF Table a meaningful crossountry comparison requires information on:

1  (Option A) payments under the particular ssistemdor different types of services / providers
(The available information is, e.g., what share of inpatient sereicesonsumed / financed
under compulsory insurance, voluntary insurance and paid by OOP); or

1 (Option B) payments carried out by the particular institutional ufdis different types of
services / providers (The available information is e.g., what shagpayofients 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 thathé current HCxHF and HPxHF tables under JHAQ provide
information on payments under particular health financing-sysbems, regardlessf which
institutional units carry out the paymenBuring the past few yes, 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 {8HRAlefinitions and many new financing
schemes. (Thisione of the key reasons for the revision of ICHR.)




21 The main problems with the current ICHAF classification are as follows (for more detalil,
see Annex 1):

1 There is a great deal of ambiguity regarding thiindimns 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.

1 The current categories of ICHAF do not reflect adea@tely 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:
fiThe set of cortables in the System of Health Accounts (SHA) addresses three basic questions
1 where does the money come from/ (source of funding)
1 where does the money go to? (provider of health services and goods)

1 what kind of (functionally defined services are perfatrand what types of goods are
purchased?

Consequently, the SHA is organised around aaxial system for the recording of health
expenditure, by means of a newly proposed International Classification for Health Accounts (ICHA),
defining

1 health care by faction (ICHAHC)
9 health care service provider industries (ICHHP)
9 sources of funding health care (ICHAF ) 0
23. In fact, the HCxHF and HCxHP tables reflect the anstwethe first question from the

perspective of thproviders. It would be more precise to say: Where does the money conmaditdm
received bythe providers

24. During the i mplementation o fwhefHdes thet nmorey a mb i
c o me fuegomm@sulted in changes in the name of the IGHIA 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: werelBHA-HF should be defined as
a classification of financingschemes qubsystems) or as classification of financing agents
(institutional units).

26. Concerning the interpretat eeoproposéd dirmghteer e 0 ,
consultation process:

1 From a health policy perspective t he fAwheredo should refer to tl
health financing system of a country: government programmes, compulsory insurance,
voluntary insurance, owtf-pockd payment, etc. From a health policy perspective, thaxtal




system (HCxHF and HPxHF tables) should provide information focusimpwrthe resources
of the main financing subystems are allocated among services / providers

9 From a statistical / mio-economic perspective t h e Owhereo refers to
executing the payments. If the ICHAF were defined as classification for financing agents
(institutional units ), the HCxHF and HPxHF tables would provide information concerning the
econonic units executing the payments to the providexgardless the financing schemes they
manage.

27. To highlight the differences between the two perspectives, take the following example. In a
country private insuragccompanies manage both compulsory and voluntary insurance:

1 The key health policy focus is ahedifference between the spendingthg compulsory
insurance scheme atite voluntary insurance scheme (regardiessvhich economic units
execute the paymennder the compulsory insurance scheme)

1 The micreeconomic 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 meanughnes. Information would be needed about financing sub
systems and institutional units together.

Conclusion for the interpretation of ICHAHF classification

28. It is the essential information needed by healthgyadinalysis that put the health financing
subsystems (financing schemes) in the centre of the accounting framewaork for health financing under
SHA 2.0. ThereforelCHA -HF is proposed to be interpreted as &lassification 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 revenugaising are not important at all. The proposal for a Classification for Institutional Units for
the Health System and additionaptionaltables(See. e.g.Table 1and?2 ) address this issue, taking

into account the relevant proposals made under the caitulpaocess so far.

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

\ 30. The purchasing (allocation of resources) involpagments-

9 for services or goods to providers

9 carried out by instittional units(financing agents)

9 under the rules of a given financing scheme-sygiem(rules concerning the entitlemetot
care, paying for services, etc. under compulsory insurance, voluntary insurance, etc.)

1C



To putit in another way: the purchasingllpcation of resources) involvesansactionsbetween
providers andnstitutional units acting ainancing agent$or particular financing schemesn order
to ensure servicder patientsunderthe particularfinancing schemegFor definiion of trangctions,
see Annex §

31 I't means that an fAideal 06 record on pilirchasi
in addition to the characteristics of beneficiarieshetype of the services or goodhge providers, the

financing schemes qubsystens), andthe institutional unis. The key issue to be decided is which
dimension should be reflected by a particular classification.

32 In the context of final consumptior bealth services and goods, basic informa8étA 2.0
is expected to provid®r health systemanalysis are as follows

1 what type of carés consumed by whom (E.g., Table on Expenditure by function, disease, age
and gender);

1 what share othe particularservices ifipatient careputpatient care, medical goods, etc.) are
consumed / financed through compulsory insurance, voluntary insurance and paid by OOP (The
HC x HF table)

1 how a particular financing scheme (compulsory social insurance, compulsorg jnsatance,
voluntary insurance, etc.) utiligéts resources (allocate its resources among the different care /
providers (The HC x HF and HP x HF tables).

9 the role of institutional units of the health system in ensuring services under the particular
financing schemes (HC x HF x Financing agetatisle

1 theinstitutional characteristics of purchasing: the involvement of providers and financing agents
in ensuring services under the particular financing schemes. To put it another way: thaf value
transacins 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 servi@egoods, provider and
financing suksystem provide unambiguous information: under which financingsgstem an item of
services was consumed / financed. This information is sufficient for -consdry analysis of
allocation of resources. Such data, however disregard the informationtitutiorss involved in the
managing of the financing stdystems, therefore may not be sufficient for a couspcific analysis
of the impact of certain reform measures or cammtry analysis of institutional characteristics of
health financing. Suclypes of analysis require data that present informatiorconnection with each
other - both onhealth financial schemes qulbsystem} and institutional units operating the given
system.

34. The role of institutionlunits in this context is the operating of one or muealthfinancing
schemesqubsystem$ In many countries, there is no eteeone correspondence between financing
subsystems and institutional units, because a given institutional unit can beeiivwolthe operating

of more than one financing sdystems. Consequently, data having only the following three
dimensions: type of servicés goods, provider and institutional units executing the payment for the

® The general Classification of Institutional Units for Health System is proposed to use for presenting
the financing agents (See Table 1 and 2).

11



services may provide ambiguous informati@t 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 inpatiest ca

35. Annex 2 discusses in detail the advantages of defining KEIHAas classification of
financing subsystems / schemes rather than institutional units.

Accounting for the allocation of resources: relationshipetween health financing schemes and
institutional units

36. As already discussed, theapegreat differencgin the organizational settings of countries in
managing the basic health financing scherAdew importarn issues are discussed in the following.

Distinguishing insurance and insurer

37. The proposed approacfor defining ICHAHF clearly distinguishes between health

insurance as a category of financing schemes (€A and insurers as a category of institutional
units for the health systems (ICHS& 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 betem insurance schemes and insurer organisations
Types of Types of insurer organisations
insurance
schemes
National Health| Sickness fundg Insurance Non-profit Employer
Insurance companies organization* based
Agency organisation
Compulsory X X X
social insurane
Compulsory X X
private
insurance
Voluntary X X X X X
insurance
*/other than sickness funds and insurance companies, e.g., managing corbasedyhealth insurance (to
checked xxx)

® One of the main problems with the current ICHU 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 Compulsey social insurance may be provided by a centralized government unit (e.g., in
Estonig, by sickness funds and insurance companies. Compulsory private insurance may be provided
by insurance companies (e.g., in the Netherlands) and organizations ownedgries which
manage the insurance ofettemployees of the given compani&ifferent 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 Tthbleategories of
institutional units, with related sections on definitigns.

Distinguishing government health programmes andwgrnmentas institutional unit

39. Chart 4 shows government health programmes (ashealth financing scheme / health
financing subsystem)and the two main ways of involvement of governm@st institutional unjtin

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

1 the government providefinancial resources (revenuesdt only for the government health
programmesbut forother financing schemés.g., compulsory social insurance);

1 the government health programmes may receive revenues from sources other than the general
revenues of the gevnmente.q., foreign grants);

i the central government health pragimes (as financing schemes) may managed by
different government units and NG financing agents);

9 local government health programmes, besides the general revenues of the locahgoe
may receive grants from the central government and foreign entities

1 local government health programmes may be managed by local government units, other public
units and NGOs

A similar qualitative description of the role thfe governmentay help chrify the types of
revenues, financing schemes and financing ageil

13



Chart 4. The relationship between government health programs and the
institutional units of government
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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 assisteen Here only the complex relationships between the health financing
schemes and the institutional units are discussed

U The Rest of the World as providers of revenugay include international organisations,
foreign governments and other foreign entities.

U They may provide revenues for government health programmes, NPISHs health programmes
or set up doreign health programmghat can be regardedafinancing schemje

i The Rest of the World as institutional umitay be involved inmanaging foreign health
programmes. Foreign health programmes, however, may be also managed by government
units or domestic NPISHEhart 5.)

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

Financing

Types of revenues schems Financing agents
Ministry of health |
4
4

Foreign non /
earmarked revenue e -
of Government \ ’ e local governments

Government health | -~

programmes -

“~_ T T» | Other public units

Grants from foreign / SN
governments 'Y

NPIHSs health

programes i it < NPISHs
Grants from
international v
organisations .-~ | Governmet units

Foreign health Jias -

programmes . T~el

/ ‘. A[NPIsHs |

Foreign voluntary \\
transfers ~

\‘| Rest of the World |
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Allocation of resources (purchasing): Basic tables for crossountry comparison

41, A key ft es t-loF classificatibtnas whether Ahe basic SHA talildsuilt on the
ICHA-HF classification- are able to provide the information expected for health policy analysis.
Therefore, this seicn will briefly describe the main content of the relevant SHA tables.

Health Expenditure on Functions of Health CareH®alth FinancingSchemesi#-systems (HCxHF)

42. This table presents the final use of differgmtes 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
compul®ry insurance and what share of inpatient care people haug through voluntary insurance

or have to pay owudf-pocket. Another issue that can be analysed is how the particular financing sub
system allocatetheir resources.df example, what share tie resources of the compulsory insurance

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

Health Expenditure on Health Care ProvidersHbigalth FinancingSchemes (#-systems (HPxHF)

43, This table shows who produceand which financing subystem made available for the
consumersthe health services and goods.

Expenditure byiseases antealth Financing Scheme$Slubsystems

This table shows the value of services and goods fasdtie treatment of the major disease groups
under the different financing stdystems. For example, how the resources of the compulsory
insurance were allocated between the major disease graapspared to a previous period.

Allocation of resources (jurchasing): Proposedoptional tables

Expenditure byHealth FinancingSchemesub-systemsand FinancingAgens

44, This tablepresents basic information about finstitutional arrangementsf the particular
financing schemegqTable 1) The total spending by a financi
institutional uni tso. Wh e n rmaminvelved ih thenoperatiom ofay p e ¢

given financing scheméhe table shogthe role ofthese institutioal units.

1 For example, in the case of Coun(d) in Table 1 central government health programmes are
executed byhe Ministry of Health,other Ministries and NPISHs. Foreign aid programmes are
carried out by government units, domestic 8H4 and foreigiNGOs.

1 Inthe 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 expenditwe of a financing schemmcludesthe spending on health services and goods
and the administration of the given financing scheme. Administration of a given financing scheme
includes expenses related to revenakecion and purchasing. Therefore, if two ffdrent
institutional units are involved in the revenc@lection and purchasing, administrative costs of both
institutional units should be included.
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46. This table may be used for cressuntry comparisonf ingtitutional characteristics of health
financingand alsdor monitoling changes in institutional arrangements of health financing schemes in
countries withcomplex institutional arrangemenfor example, the changes in the institutional
arrangement of theompulsory insurance; or changes in the involvement of NGOs in managing
government health programme3ountries with simple institutional arrangement of health financing
obviously do not need such table.

Expenditure by Enction,HealthFinancingScheme fub-systempand FinancingAgent

47. Countries may be interested in monitoring changes in the role of different institutional units
in health financingin a more detailed wayThis could, br example,show types of serges,
institutional unitsmanaging the financing schemasdthe relevanfinancing schemetgether.This
information can be provided kaythree dimensional table (See Tablg @resenting health expenditure

by function (or provider)healthfinancingschene 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 s¢H&M®. Administration of a

given financing scheme includes expenses related to rewmtleetion and purchasingf an
institutional unit is involved only in the revenuaellection,it should also be indicated under financing
agents andhe costs related to the reveraalection shoull 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:

1 the cell HC.6x HF.1L x 1S.1.2 indicates the value of preventive services financed by
government health programmes, and implemented by local governments.

9 the cell HC.I x HF.1.2 x 1S.3 shows the value of inpatient care that was consumed under
social insurance scheme by thassured 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 I&H{2\ categories, as it is sufficient
for the purpose of the presentatmithe table.

A similar table can be produced for tR&penditure by providehealthfinancingschemedqub
systempand financing agent.

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

system with omplex 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
Central Government health programmes
HF.1.1 All institutional units 20 5
Ministry of Health 10
Other Ministries 5
NPISHs 5
Regional/Local Government health programmes |5, gl wiis 5
1S.1.2 local government units
IS.5 NGOs
HF.1.2|Compulsory social insurance All institutional units 60
1S.1.4 social security funds 40
IS.3 private insurance companies 20
HE.1.3|Compulsory private insurance IS.3 private insurance companies
HFE.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
1S.1.4 social security funds
HE.2.2|Non-profit Institutions health programmes IS.5 NPISHs 3 5
HF.2.3 Enterprises health programmes IS.2 enterprises 5
HE.3 |Households ouof-pocket payment IS.4 50 20
HF.4 |Foreign aid programmes All institutional units 15
IS.5 NPISHs (Domestic) 5
1S.1.3 government units 5
IS.5 Foreign NGOs 5
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Table 2. Health expenditure by function, financing schemes (subystems)* and financing agent**

Functions of health care

3
) c
5| 5, & S g
c T O © I= N
2 o O O ) =
T | &2 S > ® £
Financing schemes (stdystens) Financing agents £ O & S o T &
HC.I HC.O HC.5 HC.6 HC.7
Government programmes and
HF.1 .
compulsory health insurance
I1S.1.2 locd government units
HF.1.1 Government health programmes HC 6x HF.1.1xIS.1.2
IS5 | NGOs HC.6x HF.1.1xIS.5
1S.1.4 social security funds
HF.1.2 Compulsory social insurance HC.Ix HF.1.245.1.4
1S.3 private insurance companie HC.Ix HF.1.24S.3
HF.1.3 Compulsory private isurance 1S.3 private insurance companie
HF.2 Voluntary private schemes
. . IS.3 private insurance companie
2. Vol - .
HF.2.1 oluntary private insurance I5.1.4 | social security funds
. N IS. N
HF.2.2 Nonprofit Institutions health programmes S5 GO
) IS.2 enterprises
HF.2.3 Enterprises health programmes b
HF.3 Households outof-pocket payment 1S.4
IS.5
o NGOs HC.6.x HF.4.xIS.5
HF.4 Foreign aid programmes IS13 government units
IS.5 Foreign NGOs

*/ applying Option (A) for grouping ICHAHF categories (see Table 4); **/ applying Classification sfitational Sectors (See Tablg 7
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Accounting for revenueraising

\ 50. Revenueraising involvegpayments-

1 the types of which (compulsory insurance contribution, insurance fee for voluntary insurance,
etc.) are regulated by rules specific for particular financingsystems;

I that constitute the revenuekparticular financing subystems;

1 that are provided by thestitutional units of the economy usually directly, but not necessarily,
to the Apurchasing agentso (institutional uni

To putit in another way: the revenuaising involves transactions between institutional units
providing revenues andnstitutional units acting as collecting agencies farticular financing
schemesin order to ensure revenues for the particular health financing schemesygseins).

51 The key information for policy analysisis (i) how much revenue; (ii) in what ways; (iii)
from which institutional units of the economy are raised for the particular financirgystéms
(compulsory insurance, voluntary insurance, etc.).

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

important in particularforcountrys peci fi ¢ anal ysi s. -asingivoulde al 0 r e
have the following dimensions: type of revenue; financingssigben; institutional unit providing the

revenue; institutional units acting as collecting agency for the given financirgystém.

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

53. The information providedby the current FS x HF table can be interpreted in the following
way. A financing suksystem may raise its revenues in two ways:

1 revenues are received from the primary owners of income: households, corporations and the rest
of the world. The amount or remues are decided by regulation, contracts or decision made by
the primary owners of income;

1 revenues for healtfinancing schemess@bsystem$ are decided by the government and NGOs
that raise general revenues for their overall activities from tingapyi owners of income.

54. In the case of the nemarmarked revenues of the state budget, there is no direct link between
the types of revenues (incortexes, VAT, corporate taxes, grants, sales, etc.) and the tfpes
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 decisi@hing role of the government, the current ICHZS
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 wiler scope of activity that may provide revenues to health financingystéms (e.g., to
another NGOs involved in financing health programmes).

56. The proposed titl e 0-Bystens by lesituticnf Beocaoncisnongt

reflect the information provided by the current FS x HF table, than the current title (Health
Expenditure from Financing sources to Financing

20



57. The consultation process so faas 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 farhas alsositbwat i nf or mati on on fAhowc
systems raise their revenues is also required. Therefore, a table on the types of revenues of health
financing suksystems 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
woul d require the setting up of certain rules f
revenues of the state budget (tapasd 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 raf@abe d

such an analysis.

Basic tables for crosscountry comparison

Revenues of Health Financing Schemes{§stems) by Institutional Sectors

60. This table(HFxIS)shows the role of the institutional units oéteconomy 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 s¢(bee€able 10)
Revenues of Health Financing Ssystems byypes 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 schemegSee Table 11)

Proposedoptional tables

Revenues of Health Financing Schemes{&stems) by Types of Revenues and Institutional Sectors
62 This table combines the information provided byk#&IS and HFxRtables. It presents

that how much resources, through which types of transfers and from which institutional thnéts of
economy are mobilized by a particular health financing schemes{siém) (See Table 12)

Revenues of Health Financing Scheif8#systems) biRevenueollecting Agencies

63. This table(HFXRA) provides information about the institutional arrangement of revenue
raising. It shows what institutional units of the health system take partéctond revenues for the
particular financing schemes.

Note: in many cases the same institutional unit plays the role of the resaieeting 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 colledthe revenues of theompulsory social insurance aalibcateshe money to the
sickness funds.
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Revenues of Health Financing Schelf@agisystems), by Types of Revenues and Rewatieeting
Agencies

64. This tablecombines the information available from table&xR and HFXRA). It presents
what types of revenues and through the involvementhaft wmstitutional units are availatdier the
particular healttinancingschemesgub-systems).

Summary of the proposal

65. The health financing subsystems (as a wholepre at the centre of the accounting
framework for health financing under SHA 2.0he followingkey conceptsare used to present the
operation of a country health financing systeomnsisting of a set gubsystems:

1 health financing schemegsub-systems)as thema i n A bui | di n gy 6bsl ohcekasl ot h
financing systemésee Chart 1)

9 institutional units acting as financing agents for health financing scheme®nuecollecting
agencies and purchasing agentglich execute the transactions specific to the health financing
schemes;

1 transactions: revenues and expenses of health financing schemes
66. The key component®f the accounting framework for health financing are as follows:
1. Classificationsfor
1 Health Financingschemes (or Health FinanciSgibsysems): ICHAHF

1 Institutional Units for Health Systems (or Option B: Classification for Financing Sources
and Classification for Financing Agent§EHA-IS

1 Types of revenues of Health Financing Syktems

2. Accounts (in the form of basic tables and T accolintet provide informatiofi adequate
both from a health policy and methodological perspectore

9 how the funds of the particular health financisghemessubsystemy are allocated
What services are consumed (HCxHF) and from what providers thepuacbased
(HPxHF) under the framework of the particular financing -systems (how the
particular financing sulsystems allocate / utilize their resources); and

9 how the revenues of the particular health financgohpemes 6ubsystempare raised
(The characteristics of reventgeneration of the particular financing ssystems (from
what institutional sectors of economy, by what ways and through the involvement of
what collecting agencies the particular financéopemes qubsystemy generate their
revenues).
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3. Key indicators of the main aggregates and stdmponents of health expenditure

4. Accounts that make possible sectoral analysis of the hedithfinancing schemesqub
system$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 sever al aspects of hea
Airev-ealbkecti ng apraosalis sugported, thel clirrent Glassification of Financing
Sources wuld become redundant. If the Classification of Financing Sources is maintained, a
Classification for Financing Agentgould need to be developed.

68. A classification for the types of revenlésproposed.

69. The title ARevenuessyosft eHesal tbhy Flinnsatnicti untgi oSnuab
for the current FS x HF table, providing a more preciseprg¢ation of its content.

70. As a possible extension of the international data collection, a table on Revenues of Health
Financing Suksystems by types of revenues is proposed.

71 A set of tables (and -&ccounts) are proposexd optional tools, in particuldor 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 malepth 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 diregil 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 tablebelow displays the main changesin comparison with SHA 1.0 in the
classifications and basic tables.)

" There are other possible terms for the type of revenues, such as contribution mechanisms (proposed
by Mr.Wilkens), methos 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 Heath Financing Schemes
(or: Classificatiorof Health Financingub>
systems)

ICHA-HF

Classification of Health Care Financing (SH
1.0)

Classification of Financing Agents (PG)

Classification of Financing Schemes / Age
(JHAQ)

ICHA -IS

Classification of Institutional Units for
Health Systems*

ICHA-FS

Classification of Financing Sources (PG, JHA

ICHA -R

Classification of Revenues of Health
Financing Schemes $ub-system$

SHA Tables for international comparison (JHAQ)

SHA 2.0

SHA 1.0/ PG / JHAQ

Current Health Expenditure on Health Ca
Providers by Health Financing shemes*
(HPxHF)

Current Health Expenditure on Health Ca
Providers by Financing agents/schen
(HPXHF)

Health Expenditure on Functions of Heal
Care byHealth Financing schem@dCxHF)

Hedth Expenditure on Functions of Health Cg
by Financing agents/schemes (HCxHF)

Revenues ofHealth Financing schemeby
Institutional Sectorsf the Economy

Health Expenditure from Financing sources
Financing agents/schemes (HFXFS)

Optional tables

SHA 2.0

SHA 1.0/ PG/ JHAQ

Expenditure byhealthfinancing schemésand financing

agent

Expenditure by functiorhealthfinancing schemésand

financing agent

Expenditure by providehealthfinancing schemes* an

financing agent

Revenues of Healtlrinancing $hemes*by types of

revenues

Revenues of Health Financingcl®&mes*by types of

revenues and institutional sectors

Expenditure by diseases, age and gender laalth

Financing $hemes*

Revenues of Health Financirichemes*y collecting

agencies
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Revenues ohealthfinancing subsystems, by types @
revenues and collecting agencies

Sectoral accounts (see Ann&x

**/ Version (B):two classifications: Classification of Financing Sources ICF3; and
Classification of Financing Agents (ICHPA)

*/ The difference is basically in the naming: the proposed categories are thelEdmee
t er mssydstesdu bw prefeered, the name of the tableeuld bechanged accordingly

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

73.

A qualitative analysis can be a good basis for dldgustmentof the National Health

Accounts of a countrio the newhealth financingramework This may include:

T

As a first st@, the clarification of the types of health financing ssystems (schemes) the
country has (e.g., based on Chart 1)

Defining thetypes of revenues and financing agents for each financing sdl$&smeAnnex 5)

The darification of all types of revenues dnnstitutional units involveanay require additional
gualitative analyss in the case of Government health programmes and the Foreign health
programmes (See Charts 4 and 5.)

Based on this qualitative description

U the correspondence between the curretgégmaies of ICHAHF used in the NHA of the
given country and the revised categories of IGHRA can be made (See Table 6). In many
cases it only requires changes in the naming.

U the countyrelevant categories of the proposed Classification for InstitutiSeators for
Health SystemgTable 8)and Classification of Revenued Health Financing Schemes
(Table 9)can be identified

0 it can be decided which tables may be relevant forfurteer development of the NHA of
the givencountry(See proposed option@bles and setoral accounts.)

0 it can be decided whether a specific analysis of the foreign assistance is desirable (See
ifiAccounting International assistance and
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PROPOSALS FOR THE MAIN CATEGORIES OF ICHA -HF

74. The proposed definition and categories of ICHE 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 sapstem wouldnot requre major changes in the current
reporting practice of countries. In fagt,many case# would provide a better alignmebetween the
current country practice of reporting health expenditung the revisedategories of ICHAHF .

75. The proposed definition and categories of IGHR 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 IGHA

77. The following table shows the proposed main categories of KEIRAIt 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 stdtegories.
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Table 4

A proposal for the main categories of ICHAHF

Government hetlh programmes
(with subcategories of central, state/provincial and loce
municipal government programmes)

National Health Insurance*

Compulsory social insurance

Compulsory private insurance

Compulsory medical saving accounts**

Voluntary pivate insurance
(with subcategories, see Annex 4)

Communitybased insurance
(as a sukrategory of voluntary private insurance)

Households oubf-pocket payment

Non-profit Institutions health programmes

Enterprises health programmes

Rest of tle World health programmes(Foreign health
programmes)

*/ further discussion is required on whether to present as a se
category or include under compulsory social insurance

**[ further discussion is required on whether to present as a sej
catgyory or include under compulsory private insurance

The | abels are fdfworking cat
revision process.

General government programmes and activities

1 Mode of participation: automatic for all citizens/residents or defined wyfda a specific group
of population (e.g., the poor)

1 Benefit entitlementuniversal or available for a specific group of population defined by law
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1 Method for fundraising budget revenues (primarily taxes)
1 Mechanism and extent of pooling funds: natiamalbcal government level

78. A key distinguishing criterion is that general taxation serves asrhiaohg and the funds

are created through the general budget process. General government programmes providing primar
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 primarifynanced from the state budget (for examplee National Health

Service of the United Kingdom or part of the general budget of local governments in the Scandinavian
countries), universal entittement of the population (or groups of the population) fairly f
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.

8L Includes: government expenditure on all functions of headte as defined under ICHAC,
including administration of the health system and gross capital formation

82 Excludes: expenses provided by government (as a financing source) to othgrattyird
payers.

Subcategaies of Government health programmes
83. Subcategories of Government health programmes are:
1 Central government health programmes
i State/regional/provincial government health programmes
1 Local / municipal government higa programmes
Here t 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 agentstfa three susategories of government health programmes.

Chart 6. Possible financing agents for the three -sategories of government hea
programmes

Health Financing Financing agents (institutional unts managing government health
Schemes programmes)

Other

Central Other

Gov Regional  Local Public

MoH Units NHSA  governmeni governments 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
Axo indicates t he fopthegiven goveenménprogmmneei ng agent s
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National Health Insurance

1 Mode of participation: compulsory

1 Benefit entitlementuniversal (citizenship or resident status)

1 Method for fundraising incomerelated health insurance contribution and / or general taxati

1 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 NHSaimedd from state
budget and there is no emarked revenue for it. NHI is mainly financed from health insurance
contribution (that is eamarked revenues). The main distinction between NHI and social health
insurance SHI lies in the rules of entittemantd level of pooling: entittement 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 examplg, Gtires
Taipei).

85. Question for debateShould NHI be distinguished from compulsory social health insurance
under SHA?

Compulsory social health insurance
1 Mode of participation: compulsory for the eligible groups

1 Bendit entitlement: entittement based on professional or income status, or other criteria (e.g.,
age) and usually covers both contributors and dependents.

1 Method for fundraising (usually) incomerelated health insurance contribution
T Mechanism and exteof pooling funds: sumational.

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 saldiairisarance

that, insurance is established automatically for all persons meeting the criteria. With some exceptions
(e.g., nomresidents), no individual contract between insurance fund and the insured is ifivolved
Membership may be legally assigned €evin 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 wagkated contributions which are shared between
employers and employees. There are differences betemeniries 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 tamphifed, civil servant
and school teachers were integrated into the National Health Insurance Corporation (thatlés a sing
payer system) in 200(GBangYi Lee, et al.2008.

° Insured people enralith a fund.
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ceiling; the existence of additional neragerelated revenues; the calculation of contributions for
nonwagal 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 dlee ¢b 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 tréidnal management structure is based on representation of
employers and employees. The management structure and the dew@g&iog power are defined by

law and funds are subject to control directly by the government or by a government agency. Recent
refoms, however, have brought considerable changes. In some countrpsofiiorinsurance
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 pagt aépehation of a social insurance
scheme.

Compulsory private insurance

1 Mode of participation: all residents (or defined groups of residents) are obliged to purchase a
health insurance policy.

1 Benefit entittement:based upon a contract between the imlligl and the selected health
insurance company

f  Method for fundraising health insurance premiums. Tax creditsay also be involved.

1 Mechanism and extent of pooling funds: depends on the extent of regulation otipremi
standardisation of benefits andkiequalising 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 maruatory
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 examplgovernment
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, tho-day operation of

health insurance is now organised ungevate law (Ministry of Health, Welfare and Sport, 2065)
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-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).

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

M Health Insurance in the Netherlands. The new health insurance system from QiGhel by:
Ministry of Health, Welfare and Sport, September 2005.

30



92 Question fordebate whether there is a need for stdtegories to distinguish compulsory
private insurance with riskelated premium from compulsory private insurance with-migh related
premium (such as in the Netherlands).

Compulsory medical savings accour(fdSA)
Mode of participation: compulsory for all residents (or defined groups of residents)
Benefit entitlement: based upon the purchase of MSAs

Method for fundraising defined by law (e.g., as percent share of income)

= = =4 =2

Mechanism and extent of poolingrfds: 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 onpooling over timé? 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 pa8 percent share of inconieaccording to agé

into an individual account managed by the state. Sawng$e individual medical savings accounts

can be used to pay for hospital costs and certain selectghtient costs approved by the state in a
catalogue of services (Gottret and Schieber, 2006).

Notes:

95. Medicd 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 classificationsdrédabealth 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 payf-patket for services,
therefore voluntary MSA should not be included in ICHHF.

97. The compul sory MSA, however, i's basically c
People are obliged to take MSA and the government regulate the miagmakthe 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 ICH#x. Two options for consideraticare as follows:

1 MSA is interpreted as a substiufor compulsory private health insurance and the relevant
category fAcompul sory private insurance and M¢

T MSA is interpreted as basically different fr
MSAO0O is created

2 The medical saving accounts are based on the concept that it is the familg pmabarily
responsible for caring for the sick and the elderly.
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98. Questions for debate

1 Should compulsory MSA be presented as a separate category or éhohakr compulsory
private insurance?

1 How to interpret state subsidy: can it be interpreted as some sort-shaskg (pooling)?

Voluntary private heath insurance
1 Mode of participation: voluntary

1 Benefit entitlement: based upon the purchase of voluntary health insurance (usually on the basis
of a contract)

1 Method for fundraising nonincome related premium (often ris&lated)
1 Mechanism and extent pboling 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 eithisk-rated or communityated. Voluntary insurance is
usually purchased from private insurance organisations, although in some cases it may also be
purchased from public or quasiiblic bodies. In several countries enterprises may also have their own
insurance arrangements.

100 Note: residents of Country Ae(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
undervoluntary insurancén the financing scheme classificatidn. this case the foreign insurance
company (nosresident institutional unit) is a financing agent, whsgiecific feature is reflected in the
tables that show both tHeancing schemes arnfihancing agents(Note: the provider category is:
RoW.)

101 Question for debateHow should SHA 2.0 define stdategories of voluntary private
insurance? Annex 4 provides a detailed discussion on the possilblesopti

Communitybased health insurance, as a stdiegory under voluntary health insurance

1 Mode of participation: voluntary

1 Benefit entitlement: based upon participation

1 Method for fundraising defined at local level

T Mechanism and extent of pooling fundt local community level

102 Communitybased health insurance is a special form (subcategory) of voluntary health

i nsurance that has become widespread in Africa

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."
(Mclntyre, 2007,p.4)

103 To date, in most countries communligised health insurance has remaioed small scale
[to be completed]

104 Communitybased voluntary health insurance may be subsidised by the central government
from tax revenues and governments may have the goal of making the schemmiyeasal.

105 Questions for debate

1. lIsit desirable to have this category (in particular for-loeome countries)?

2. Would a special subategory of ICHAHF desirable when communityased health insurance
is subsidised by the government and covers the majority of the population?

Household outof-pocket expenditure

106. Householdé out-of-pocket exprditure by definition is regarded adinancing 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 informaproviders of care; and last but not least households pay directly for part of the
health care they consume (that is-ofipocket payments).

108 Out-of-pocket payments (OOP) show the direct burden of medical twat households bear
at the time of servicase. In lower income countries eaftpocket expenditure is often the main form
of health care financing?

109 Besides, OOP, households @sinstitutional sector prodes revenues for other financing
subsystems.

110 From a health policy perspectivilree main types of owtf-pocket expendituréOOP) are
important to distinguish: OOP excluding cagstaring, OOP related to conipary 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 toéal OOP. Furthermore the 3 types may give important
information about the effect of government intervention in health financing.

111 The category of OOP excluding cesdtaring(or user fees) is of vital importante assess
the catastrophic health expenditure in imeome countries. Unit 16 of SHA Revision will provide
guidelines for estimating private expenditure.

13 Out-of-pocket payments are typicallggeived 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 betférmust pay oubf-pocket for health care, while thoor
simply cannot afford to pay and so go without
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112 Note: when payment is first made by households andréiatbursed 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 dy the nonreimbursed amount is accounted asafypocket payment.

113 Guidelines for the estimation of eat-pocket payment will be provided in Unit 16 (Basic
accounting rules and guidelines).

Non-profit Institutions health programmes
1  Mode of participation: voluntary
1 Benefit entitlement: discretionary

1 Method for fundraising: donations from the general public, governments (budget of national
government or foreign aid) or corporations

1 Mechanism and extent of plawy funds: varies across programmes
114 As mentioned, this category, in fact, is a mix of the two approaches: besides the rules of
entittement and that of raising and pooling revenues, the organisation is imgortdetine the

scheme.

115 This category is proposed -profit insteuidnsasereingt he ¢
households (other than s o c-prafi insiitutichs hrag proves yragh. The

ambi guous during SHA i mplementation. Thwft curr e|
institutions serving households (NPISHs) consist of-mandit institutions which provide goods or
services to households free or at prices that are noteconoanl | 'y si gni fi cant . 0 T

allow for a clear distinction between nprofit institutions as thirgbarty payers of health care and
non-profit institutions as providers of care. For example, hospitals may havprofitnlegal status
andprovide services to households free of charge under a social insurance sohehieh case, of
course, the social insurance is the financing scheme and the hospital (HP.1) is the provider. The
unambiguous interpretation of ICHAF as a financing schenggubsystem) provides a starting point.

1 An NGO may providé besides their nehealth activityi 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 a r e . In this case NGOl is a pr
sourceo) and the programme of the NGO2 is the

1 A nonprofit institution may create a special fund, usually through donations to finance special
types of health services. Fexample, 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 implemeritagion
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 progrananfieascing scheme.
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T The Pnohitdo may be the | egal form of provide
units (for example, social security fund) as compensation for the services they provide. In this
case the NGO is a provider and compulsosgiance 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 oHIGH(Athey
provide or finance directly health services for their employee (such as occupational health services),
without the involvement of amsuranceype scheme.

1 Mode of participation: based on employment at a particular corporation or employment status in
general (e.g., compulsory occupational health care)

T Type of services: discretion of the corporation or specified by law
T Method for fundraising revenues of the corporation
1 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 thiscategory. The change is in the label (and the definition) which now reflects better the
content o f the dat a. The <current | abel in the
i nsurance) 0. This | abel i S n ocetconmibut@osroavblntarg S € O |
insurance premims The proposed category would reflect better the actual role of enterprises
accounted under this category.

119 Question for discussiorWhat should be the criteria fatistinguishingvoluntary health
insurance bought or run by employdidF.2.1.1.1 in Tableb) 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 fether 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 @ntribution payment by
employees (similar to those of voluntary health insurance). If such rules exist and a separated
fund (fAinsurance fundo) is set aside for fi
enterprise to its employees, the expenditshould 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 ecoramtivities 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 cost of health services they provide. The current version of KEH#fAdoes not

contain an appropriate category for these revenues. Therefore, the reviseeHFCHWposes to
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distinguish between two stdategories of corporations: Corporations health programi@ecept

health care providers); and Health care providers programmes. (The terms programme is used here in a
wider sense, referring to the nrbealth activity of health care providers with the purpose of raising
extra revenues.)

Rest of the World healtiprogrammes

121 This category includemainly foreign aid programmed he curr ent category
Worl do refers to fltasringporgm to distirggtish Ray heatthmpeogrammasias & .
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 (witithdsessarily 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,
regardles®f whether tie management organisation is a foreign foundation or a local organiJaten.
distinguishing criteria are: resources are provided by RoW, the programme has a separate budget,
separate management for use of funds and direct relationship with providergo{feement in the
provision of care)ln 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 financirgystdms other

than foreign aid programmes. Most of fleeeign aids or loans go through the state budget, serving as
one of the funding sources for governmentos act
government health programmes constitute the financing scheme. The sedforeigm asistance

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 includixa textent that they are used in the accounting
period.

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

125 In the current SHA Manual, General government, Private sector and the Rest of Ithe wor
constitute the major groups of ICHAF 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 fNawhi cresddemibot i et oyt itoon atl h
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 ICHAIF categories

126 The general purpose of health financing is to facilitate the access to care. Different schemes
involve different leves of financial protection in the case of needs for health services. As a key health
policy goal is to provide financial protection, théfetent 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:

1 Compulsoy social protection schemes (@overnment and compulsory health insurance)
(HF.1)

9 Voluntary prepaid schemes (HF.2)
1 Households oubf-pocket payment (HF.3)
9 Foreign aid programmes (HF.4)

128 A key rationagé for this proposal is that a major differenegistsbetween OOBayment and

pre-paid schemes in providing financial protection. Putting @@iPment and voluntary financing
schemes into one <cat eg o r highlighttdisdiffergnge.rAccordigt@thiss ect or
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

1 Compulsory social protection schemes @overnment and compulsory health insurance)
(HF.1)

1 Households oubf-pocket payment and Voluntary ppaid schemes (HF.2)
9 Foreign aid programmes (HF.4)

130 This option sees thmain differences between compulsory and voluntary participation and
considers the differences between G@iyment and voluntary pqeaid system less important than
the difference between ficompul soryd and fAvol unt

Compulsory social protection schesng&overnment 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 majoritgtiefysor, in some
countries, for the most vulnerable groups of society. This purpose can be pursued through different
coverage schemes. Healdtcounts are expected to provide information contributingthto
assessent ofthe performance of health systenm 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 purchadirgivate health insurance
compulsoy usually has to involve government regulation concerning key elements of private
insurance, for example, naisk related premiusior subsidesfor the lower income groups. However,
even if no intetpersonal redistribution is involved, the regulation @nog compulsion can be
considered as some sort of social protection.
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