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MOHFW Ministry of Health and Familv Welfare
MCH Maternal and Child Health
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CBR Crude Birth Rate

IMR Infant Mortalinv Rate
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PEHS Package of Essenual Health Services
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Executive Summary

When formulating future plans it is best to have one eve on likely future resources. To run
short of money half wayv through the implementauton of a programme may well negate 1ts
effeciveness. as well as dashing expectations. The key aim of this report. therefore. is to assess
the financial viabiliv of future GOB planned acuvities. parucularly over the course of the 5th
Populauon and Health Project. A shortage of resources is best identified now. in the
preparatory phase of the 5th Population and Health Project. rather than later. 1 its
implementauon. The GOB. armed with forecasts of expenditure and revenues. can play a much
more active role in pre-empung financial constraints than in the past.
The rwo principal elements of the report are the estimation of future resource availabihin and
projection of likely expenditures. After a brief introduction. these marters are addressed 1n
ecuons B and C The projecuons in Section B rely heavilv on HEU's own revenue simuiauon
model while the basis for Section C’s expenditure estimates are the relevant Perspecuve Pians.
preject documentauon and Budget expenditure data. (It should be noted that both sections B
and C produce mn:tial estimates which can and should be refined by further research. updated
informauon and the latest prionty setting. ) The results are combined in Section D to ses
whether or not finances are sufficient to cover planned activities. Resource gaps are then
mughhighted and attributed to certain priorities or activities. where possible. The remainder of
the report 2ssesses various strategies for brideing the poterual funding gap. whether by curtinz

expenditurs or raising addiuonal revenue Conciusions and recommendations are set ous 1
Secuon F

A brief summarny of the main findings of the report 15 presented below.

Balancing Resources with Expenditures

HEU s anaivs:s reveals that there are insufficient resources under projected conditions for the
GOB 1o carmy out 1ts planned activities in the population sector. In 1997/98 there 1s a resource
gap of USS 13.7 mullien which broadens to USS 42 4 million by 2001/02 (ses Table X1) Kev
line 1tems which mav be underfunded are Aedical (and contracepnive) Supplies. Operarnor and
Maintenance. and Consrruction

Funds are unlikely to be sufficient for carrving out health activities as set out in the
Perspective Plan. Using different scenanos for development actvity, HEU projections show
that continued high capital investment is unfeasible without substantial additional resources
Even under a reduced investment scenano. there is still a shortage: of resources over the penod
of the 3ta Population and Health Project. as shown in Table X1.

Expendiiure potenual lags far behund forecast need for Medica! Supplies and Operanion and

Matnicnznce in the health sector 1t s essenual that these 1tems receive funding. as they are
integral 1> GOB objectives
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Table X1: Potential Funding Gaps in the Health and Population Scctors.
1997/98-2001/02, 1994/95 USS million

I 1997/98 | 1998/99 | 1999/00 | w000/01 | 2001702

Potenual Funding - Health ’ 230 242 256 268 281
(5.99 (3.9%) (5.9%) (5.9%) (3.9%)

Potenual Funding - Populaton . 66 69 | 72 75
(1.6% (1.6% (1.6% (1.6%)

Funding Gap - Health | "6 41 29 | 19 | 9
Funding Gap - Populauon | 14 20 26 | 34 42
Required Funding - Health 256 283 285 I 287 290
! (6.5%) | (6.9%) | (66%) 1 (63%) | (61%

Required Funding - Populauon ; 77 8% 93 ‘ 106 117
b(2.0%) (2190 1 (2.2%) {249 (2.29%)

Sourse HEZU

A Package of Essential Health Services

Onz opuon for the GOB 1n the health and population scctors 1s the adopuon of a Package of
Essenual Health Services (PEHS). Such a package woulc ~nas: o7 hiehiv cost-effective
intenvenuons to deal with the major threats 1o heai* . ued that this wiil
nz:z GOB pnonuse when faced with comp.: < ws GDGL . ICVICINE SCNICEs aS a
package. will conserve resources

Nevertheless. there are concerns that a PEHS may be too expensive in the short term for
Bangladesh. Estimated costs may reach USS 12 per head. according to recent World Bank
research. much higher than the USS 3.2 per head spent through GOB Budgets in 1994/93

Kecommendarions

Planning

While plans remain incomplete expenditure forecasts can only be indicative As planned
programmes and projects are developed in more detail then it will be possible for GOB.
through 1ts Planning Units, to refine the expenditure projections contained in this report and
refrzsh 1ts conclusions.

Idzally. data on oprimal running costs of facilities should be calculated and incorporated into
the forecast expenditures in each plan. This will require a unit cost analyvsis of different
faciirues and perhaps cven the development of production cost models.

As the prionties in cach scctor change from capital investment to the financing of existing
infrastructure 1t will be vital for the GOB to meet recurrent costs. In paruicular. there will be
extra demands on the funzig of Operanion and Maintenance and the provision of Medical
Suzplies. essenual actr s for the achievement of GOB objectives
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The Population Sector

HEU projecnons indicate that there will be a resource gap in the populauon scctor. as shown n

Table X1. A number of options for closing the gap can be denved from the HEU model by
altering key assumptions:

I If planned construction on FWCs and the Contraceptive Manufacturing Piant were
delaved. the resource gap would close in 1997/98 and halve in 2001/02.

to

If GOB were to boost its allocation 1o the population sector from 1.6% of total Budge:
expenditure 10 2.0% 1n 1997/98. nsing 1o 2.3% in 2001/02. the resourc

ce gap would
disappear

)

The GOB may change the mode of delivery of family planming services to less ntensive
forms. tut the cosr-ef7ecnveness of this approach needs to be assessed fullv: The HEU 15
currentiy designing such a study.

The GOB mav also examine other options such as incentves or savings schemes whiiz making
greater use of NGOs and/or the priyate sector under appropriat2 reguiatoen.

The Health Sector

Tne projected resource gap in the health sector is shown cleariv 1n Table X1 Neavertnziass
under certain circumstances. potential funding can match likely future expendrtures. acc

oramng
10 tie HEU model:

I The GOB could restrict or delay some of its planned capital investment activities

especialiy in secondary and teruary facilities, in order to allow sufficient funds to meat the
expected costs of running an expanded health infrastructure.

to

The GOB can reallocate funds to the health sector until its share of total GOB Budg
expenditure reaches 6.9% in 1998799, up from 5.9% in 1994/93

L)

If PHC acuvities are given an additional 3% share of the Budget allocation for health 1
19096707 and 1997/98. there will be sufficient funds to run planned PHC acuviues.

4 If the GOB wishes to proceed with a PEHS. it mav decide that it can only provide essentia
senvices for the poor and let other income/wea!th brackets pay for themselves -\lt.mau\ elv.
it may design an Economic Package of Crincal Health Services (EPOCHS) which 15
withun 115 financial means. This may be broadened out to a PEHS once resources aliow

GOB may also pursuc cost saving at the facility level through initiatives to improve e;ficiency
Rescarch is needed in this arca to estimate the potennal savings and i umpact on the GOB
Budget. Better traming and guidelines for medical staff. improvements 1n administration and in

the organisation of facihues. and manipulauon of Budget incentives may all save valuable
resources

Addiuonally. GOB should proceed wits its pilot study of the impact of user Jees within the
health sector. Helpful additonal rescarch arcas would be the potennal ior GOF rew.iaiton (in

~

rclation to the operations of the private sector and NGOs) and an assessmaent of ths crabiliny of
a social health insurance schenic

11
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Section A: Introduction
A

Building on the work of the Public Expenditure Review. this report seeks to assess the financial
viability of future GOB planned acuviues. To do thus. the study compares likely expenditure 1n
the health and populauon sectors with esumated resource availability between 1997/98 and
2001/02. This is an essential part of the design of targets and strategies for the 5th Population
and Health Project. An agreed strategy can be the most cost-effective of alternatives and appear
to have a beneficial impact on society as a whole but if it is not affordable it will. at best.
disappoint. . “Shortage of operating funds 1s frequently the reason why projects in the social
sectors fail 1o live up to expectations” (ODA. 1977). The sams might well be said for
programmes. Nevertheless. a shortage of resources 1s best 1denuficd now while plans for the

future are stll in formulauon. Where this report notes a shortage of resources 1t also sueceasts

==

vanous remedies. leaving poiicy-makers to choose as 1o the most approprnate course of acuiorn

As noted one element of the study is the estimation of future resource availabihity. Ths requires
an understanding of the likelyv development of today’s macro-economic environment.
Unfortunately, forecasting by its very nature 1s an imprecise art. Even the most compiex
macro-economic models. containing the fruits of vears of research. are not infallible. Sull. 1z 15
hoped the simulauon model in this research paper vields useful results. More precise forecasts
would require a ngorous macro-economuc model. with the associated costs. Trers i nc
guarantes. however, that its results would be more accuraiz

The other kev component of the study 1s the projecuon of likeiv expenditures in the health and
population sectors. While plans and prioniuies for the future have vet to be finalised. such
estimates cannot be anvthing but indicauve. Nevertheless. they are a beginning and will
hopefully serve to guide GOB and its foreign development parmers away from unviable
acuions. It is trusted that as planned programmes and projects are developed 1n more dztail then
1t will be possible for GOB, through its Planning Units. to refine the expenditure prorecticns
contained 1n this report and refresh its conclusions.

The paper 1s. accordingly, divided into five sections. After an bnief introduction, Section B
examines the likely future resources available to the GOB. It updates and amends the
provisionai estimates introduced in the PER and discusses circumstances under which the
estimates might change. Accordingly. a sensiuvity analysis is included. comparing the most
likely “"conservative” scenario against a more optimustic “high-growth™ scenano. Sectien C
revisits the estimates of future expenditures in the PER. While the PER analvsis was confinad
to extrapolauon, this section deepens the analysis and refines some of 1ts initial assumpuions.
Likely futurc activities and priorities are idenufied, with costs based on histoncal expenditure
patterns. where appropnate. (Still. Section C is prevented from a ngorous idenufication of
objecuves and costng of the necessary strategies by the lack of comprenensive Nationa! Pians
for health and population.) The different threads of our analysis are drawn together in Section
D to highlight where resources are insufficient to meet forecast future expenditure and where
there may be potenual for reallocation Section E considers the adoption of a package of
essenual health senvices as a way to bndge the gap between finances and needs. Finally
conclusions and recommendations are put forward for policy makers 1. Secuion F
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Section B: The GOB resource envelope "' |

Background

To be able to estimate future GOB revenue for the health and population sectors it is Lmportant
to understand some of the likely MAacro-economic developments of Bangladesh. This secuon
briefly outlines the prospects for future economic growth and suggests how this might translate
into addinonal GOB revenue. In parucular, it projects the available funds for different activities
in the health and population sectors over the course of the 5th Population and Health Project.
highlighung data for the financial vears 1997/98 to 2001/02. Still. caution must be taken when
analysing the results of HEU's simulation model. The projections are only indicative and impiy
no commitmnent from GOB to fund specinic actuvites in the Budget. The aim of the simulations
1s. rather. 1o encourage informed debate on the future allocation of GOB resources. In
particular. when combined with the expenditure requirements laid out in Section C. the
simulations will show the feasibility of current plans. Necessary amendments mav then
apparent.

become

Before proceeding with the analysis 1t 1s worth setting out briefly the mechanism by which
economic growth is most likely to influence the funding of the GOB health care infrastructure
As in many other Asian low-wage countries there 1s enormous porenual for industrial growth
Bangiadesn Labour-intensive industnes. fueied by internauonal capital. are constantiv moving
their locauon around the globe in search of low wages. easyv access to final markets and a
stable basis for production. Bangladesh has been a popular investment site over the last few
vears, parucularly for the garment industry. Ideally, the result of this investment is the
employment of local labour, and the use of local raw matenals and infrastructure. This will
generate income for the local population and, in the long run. wealth.'In turn. this can be
expected 1o boost the revenue available to GOB, through taxauon, and to households. through
improved mcome. 10 be spent on health care and family planming. With this extra income
more health services can be built, maintained and demanded. This, at least, is the theory..

Macro-economic indicators in Bangladesh have pointed towards substantial growth in
economic activity over the past few vears. GOB has adopted a package of reforms to boost
economic growth and has set ambitious plans for revenue generation. Growth estimates for the
economy have settled around 5% for 1994/95 and may under the right circumstances move
even higher. Recently. however, economic growth has expenenced something of a stutter.
Political concerns not only have affected local economic activity but may zlso have resulted in
lost invesument as international firms look to other low-wage countries in Asia If the situation
15 resolved then there is no reason why Bangladesh should not continue to have extremelv
healthy GDP growth. If it is not then revenue generation will fall and the GOB's capacin to
fund health and population activities will not improve as expected.

How can such growth prospects be translatcc into esumates of additional resource availability
for the health and population sectors? Sect:cn B antempts to address the issue in thre

< stages
+ Isolate the different sources of revenue 7=~ GOB and forecast their future hikeiy path

e Agurceate these revenucs to form a researze envelope for GOB

¢ Asscss the resources that will be made available to different activities in the health and
population scctors

to
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The HEU has prepared a simulation model to help identify potential future resource availability
for health and population sector expenditure. first used in the Public Expenditure Review.
Appendix 1 provides a brief description of the model and its undgrlving assumpuons. to which
interested readers are referred. The model recognises that the availability of GOB resources
depends largely upon tax income. The amount allocated to health and population expenditure in
aggregate. and different budget headings in detail. depends on historical precedent and future
policy decisions. While not seeking to anucipate GOB priority setting, expenditure shares can
be assumed based on recent expenence and stated objectives. Combining these assumptions
with the forecast results provides an indication of the likely funds available for healtk and
population expenditures.

Sources of GOB revenue

1. Taxation

One of the most obvious sources of revenue for the GOB is taxation. Many high-income
countries rziv on this mode of financing with a wide range of taxes on income. wealth and
expenditure. In contrast. the condiuons prevailing in many lower income countries present
difficulues for the rapid expansion of a small tax base. Income tax, for instance. often y12ids 2
reiauvely iow return due to administrative and political considerations. Frequentiy. the easiest
option for revenue authoriues 1s to impose high duties and tanfts. While this may vigicd
sigmifican: revenus 1 the shor run it may impede future economic growth. through cistoried
markets. and even penalise the poor. For instance. taxing exports can both make a country iess
competitive n the international market and reduce income 1o exporters and cash crop
producers Taxing trade mav. therefore. create more problems than it solves in the long run

Thz 1994795 breakdown of taxation revenue for Bangladesh is displaved in Diagram 1. Indirac:
taxes and customs  duties account for almost 80% of GOB taxation revenue. While GOB
wishes 1o expand its tax base. 1t is 2lso commuitted to a market-based economy which munmuses
distortions. As noted above, the pursuit of one may undermine the other in certain

clrcumsiances.
Diagram 1: Sources of taxation revenue, 1994/95
Others
~areciiax nmooerts) 2%
2C% Custorms cuty

33%

Indirect tax
(gomestic)
. 26%

Py
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How will taxation revenue grow over the course of the Sth Health and Population Project?
HEU’s model assumes that one of the key determinants of future revenue is growth in GDP. as
argued earlier in this section. By varving projections of future economic growth we can
estimate the likely resources available for GOB. Diagram 2 displays the results of HEU's
projectons under three different scenarios:

e Low - GDP growth of 4% per annum
e Most likely - GDP growth of 6% per annum
e High - GDP growth of 7% per annum .

At the time of development of the model it was thought that a €% GDP growth rate was
reasonable as an average for the foreseeable future. This is used as the basis for our projections
throughout the study but can be changed if thought to be inappropriate. The high and low
scenarios. noted above. are also inciuded to show the reader the consequences of different
growth paths on revenue generation.

The forecasts for taxation revenue were based on a partial equilibrium analvsis. using vanous
regressions and estimates of the growth in GDP. Of course. the projections are only as good as
the data used and in trying to establish relationships between key variables some regressions
have less than desired degrees of freedom. In particular. the static nature of the analvsis has its
hmutatiers. Given the time availabie for the exercise. however. we believe the anaivs:s provides
vseful resuits.

Table 1: Sensitivity analysis of taxation yields under different GDP growth scenarios.
1994/95 USS million, constant prices

GDP | 1994/95 | 1997/98 I 1998/99 ' 1999/00 ‘ 2000/01 | 2001/02 ] Average
Growth | | ¢ Annual Growth
4% : 2.407 | 2.508 | 2.395 | 2.683 | 2.773 2.863 | 2.3%
6% § 2.407 2.350 | 2.680 | 2.815 | 2.954 3.098 | 5.€6%
7% | 2407 2.571 | 2723 2.882]  3.046 3.218 | 4.2%
Source. HEU

Diagram 2: Projections of taxation revenue, USS million

336 ¢
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Table 1 shows the results of our forecasts under the different scenarnios, over the approximatc
period of the 5th Population and Health Project. Starting at just over $2.5 billion in 1997/98
revénuc from taxation is assumed to nise over $3.0 billion in 2001/02, under the 6% growth
scenario. By the end of the five vear period, there 1s a substantal difference benween the
different scenarios. With 7% s.rromh. the taxation vield in 2001/02 is esumated to be over S350
million higher than in the low growth scenario.

2. Commodity and Food Aid

In the PER. the importance of commodity aid and food aid was noted for the health and
population sectors. They can impact dire ctly through the provision of certain goods. such as
medicines. or indirectly by boosting GOB resources through the proceeds of their sale Now
barring any nartural disaster 1t 1s thought that this nvpe of assistance will probably decrease 1ts
propcrtion of GDP over the next ten years. This source of revenue for the ADP and Revenu
Budgets will become less important and forecasts of commodity aid and food aid were.

erefore. made with this in mind. Nevertheless, as a modificauon to the PER it 1s thought tha
currant World Bank statistics may underestimate the flows of such aid into Bangladesh We
revise our nitial estimates upwards. therefore, by 13% in line with World Bank suggesu
Further amendments can be made when more reliable data become availabie,

oy

‘/)

3. Non-tax sources

Often governments in developing countries find themselves involved 1n a whole host of othe
activities. apart from taxation, which produce revenue. The scope of such activiues 1s oﬁs:
verv broad ranging from the profits of nationalised industries to the rent from gove mm°n* iand.
The HEU can claim no special insight into such areas of GOB acuvity and 1t is assums
therefore. that such revenues will increase in line with the GDP growth rate. The results can be

amended i° this assumption is thought to be misleading.

In addition to domestic sources of non-tax revenue, we might also consider revenue from
foreign aid and concessional and commercial loans. We have chosen not to include such
sources in our projections of the foral GOB resource envelope, as one of the focuses of f the
study 1s the GOB’s own resource base and not the future aid policy of donors. Furthermerz
some donors do not consider their aid flows to be a part of the GOB’s own revenue base For
discussion of the funding potential for /:ne items. however. it has been essential to take e
account donor acuvity. To avoid contreversy we assume this wall remain constant. 1n ra
terms. over the projected period.

4. Cost Recovery

Technicalis cost-recovery s another form of non-tax revenue but we isolate 1t in order to assess
its probariz contribution to resource availability. It is likely that in the next five vears official

cost-roca =~ schemes will be introduced and expanded at different levels of the health cars and
family vz infrastructure - with the focus on sccondary and teriiary institutions. Itas

IMposs:T.. 1o sav. at this stage. exactly what the form or revenue raising potenual of such
mitats .. 2y be Stll, to acknowledge the role that they will play in raising extra resoursss
for the heaith and populauon scctors. we include a token amount of revenuc in our forccasis
Tius amounts to 3% of estimated recurrent expenditure projections, by 2000, and 10% by
2063 Tivs is not ovt of line with the World Bank's own comments on the revenue raising
~tontin” of user-fees as stated in the World Development Report (1993). Cost recoveny 1 the
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form of user fees is unlikely to make a more spectacular contribution to GOB resources given
administrative and logistical constraints and the low level of per capita income in Bangladesh.
(Readers who are interested in the design of the current pilot programme for user fees arc
referred to Research Note: No 3 of the HEU, Draft Terms of Reference and Background

Briefing Document - A Pilot Programme for Resource Mobilisanon through User Fecs in the '
MOHFW in Bangladesh.)

The GOB resource envelope and its application 1o the health and population sectors

1. Total Available Resources A

Aggregaung all these sources of revenue for the GOB we armive at the resource envelope for
future vears. Thus 1s shown n Diagram 3 and Table 2. Agamn we include a high and low casz.
along with a most-likely scenano of 6% GDP growth.

Table 2: The GOB resource envelope, USS million, 1994/95 prices

GDP Growih | 1997/98 | 1998/99 | 1999/00 |  2000/01 | 2001/02
4% ' | 4.173 | 4286 | 4.404 4.526 | 4,632
% | 4.400 | 4383 | 4775 i 4.978 | 2.10;
7% | 4.316 4737 1970 3217 278

Diagram 3: Projections of the GOB Resource Envelope under different growth scenarios

1& 4% GD= Grow th

i@ 6% G- Grow th
'a 7% G2= Growi th

4800

460C

Milllons of US$

440C

420C

400C

1997/88 1938/99 1992/00 2000/ 2001/02

How do these aggregate projections translate into funds available for the health and
populanon sectors”? For ease of analvsis we assumc that the pereentage growth shown in the
abeve scenanes wall be murrored by the different aliozations to activities in the health anc
population sectors (We reahse that this is somewhat s:mplisuc and may ignorc GOB's
strategics towards the achicvement of a balanced buzzer. for instance.) Hence. revenus growth
will range frem under 3% in our low-growth scenzs.. 10 almest 3% in the best casc. Nezdicss
to say, 1t wouid bc inappropnate to specifv such aliocations on a budgetary basis as this would
prcempt the current prionity sctting of the MOHF\Y i a similar vein it would be tnappropriatc
to discuss the future resource avatlabiliy for particular programmes or projects. Instcad. we

wiil project resource avaziability for the heaits ang sopulation sectors in aggregate. bIrore
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Diagram 4: Projected GOB Funds available for primary health care in the health sector,
1997/98-2001/02
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3. Economic Classification

It would aiso bz useful to disagaregate the available funds by economuc classification. How
much menav will GOB have for Medicai Supplies 1n the future”? How much will be avaiianie
tor Construcnor or Salaries? In order 1o address these concerns it 1s necessany 1o divide the
ADP and Revenue Budger into different expenditure categores and to forecast future vaiues on
the basis of overali revenue growth. This will allow us to consider future funding availabihty
for each type of acuvity. although only at an indicative level.

After exaruning the likely future expenditure in Secuon C we can revisit our projections and
examunz where reallocations will be nzedad. For instance, 1t 1s unlikely that Consrrucron will
plav as big a rele in the future as it has in recent vears. The funds previousiy used for this
purpose mav be reallocated to higher priority needs, such as Operation and Maintenance and
Medical Suppiies.

The results of our simulations are contained in Tables 4 and 3. Note that the projections
i inciude both GOB and donor funding, although the latter is assumed to have zero growth in
. real terms over the penod. while the former increases in line with our resource envelope Agamn
we stress that these figures are only meant to guide our debate about resource allocaucn in
Szcuen Dl owhere the need for reallocanions wili become apparent

[

The base vear for the exercise 1s 1994/95, with the HEU project expenditure database

oviding the inputs for the disaggregated line 1items shown. To project the funding available

r dirterent expenditure categorics cach line item. a certain proporuon of the resource envelope
15 assigned to individual line 1tems based on historical precedent and GOB prioritices.

—reas e

or
fo

} (Intcrested readers are referred to Appendix | for a fuller exposition ) More specifically. it was

; desmed important to provide sufficient resources for some recurrent items. given the recent
cxpansion in the GOB health carc infrastructure (HEU, 1995, An Anaivsis of Recurrent Cosis
i GOB Heali cnd PPopuiaiion Iacii:nes) Inour forecasts of proiccted funds we have.

i therefore. aliowed AMeaieai Sunniies 1o the health sector to take an increasing proportion of the

ector’s allocation. nising by (375 of GOB's Budgets cach year.
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Table 4: Disaggregated Projection of Funds for the Health sector, 1997/98-2001/02

| 1994/95 1 1997/9% | 1998/99 | 1999/00 | 2000/01 | 2001/02
Construcion  © 443  481| 494|510 323 | 337
Purchase of Equipment 2271 246 | 25.2 | 26.1 | 26171 274
Purchase of Land 15| 14 1.3 1.5 1 1.5 I 6
Tramung 30| 54| 5.3 371 38 60
Technical Assistance 33| 571 58 6.0 | 6.2 | 64
Medical Supplies 300 | 37.9 | 40.9 445 | 178 | 313
Operaton and 16.2 183 19.0 20.0 207 213
Maintenance '
Salanes | 363 | 64.2 | 66.9 | 705 | 7330 76.2
Allowances I 119 | 478 | 4990 | 5261 347 360
Others | 1391 17.9 | 1851 1041 201! 204
Total | 23874 2713] 28271 2972 3091 3217

Source. HEU

Table 3: Disaggregated Projection oi Funds for the Population sector. 1997/98-2001/02

I 1904/03 1 1097/98 | 1998/99 | 1999/00 + 2000°0! @ 200]/02

Construcuon ! 261 281 28| 28 RS ok
Purchase of Equipment 170 10 S0 1 2 2z
urchase of Land ! 001 00 | 00 0.0 co: CG
Training | 84| 838 | 90 | 91| ¢l | K
Technical Assistance I 18] 1.9 | 20| 201 201 20
Medical Supplies | 432 | 473 | 479] 4871 194 | 30.1
Opszraton and | 39| 6.2 6.3 6.4 1 6.3 ] 67
NMaintenance | | : |

Salanss i 31.9 | 340 347 334 301 | 3609
Aliowances | 2511 26.8 | 273 | 279 | 285 | 291
Others | 33.6 | 35.2 | 357 363 | 36.9 | 37.4
To:a! | 15931 1680] 1707 17381 1767] 1798
Sourcs. HEU
Summary

«  Prospects for cconomic growth in Bangladesh have been extremely good cver the fast fow
vears. at least until very recently. If political concerns are resolved ther GDP growth mav
rzach 6% per annum. allowing GOB room to expand its resources for a2 nealth and
populauon sectors at a healthy rate

o Tne major source of revenue for the GOB is taxaton. which accordinz 12 HEU s revenue
Tarecasting mode!l will account for the majonty of GOB revenuc in 14 7 98 Sulll indirect
:axes and duties on trade make up over 80% of GOB taxauon revenu. zn2 may be difficult

2> expand while GOB is liberaiising the cconomy. Nevertheiess. unao- e 6% growth
<zenano the GOB resource envelope wili reach USS 4 4 buliion 1z I+ 7 98 and USS 5.2

~iihion by 2001702

«  sssumung the health and population scctors take fixed proportions ¢f the Budgets. the
~rojected GOB funds availabic wall merease from USS 230 miiion und USS 65 million in
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1997/98 to USS$ 281 million and US$ 75 million in 2001/02 for the health and population
sectors respectively.

e By 1997/98 funding of PHC acuvmcs in the health sector 1s projected to account for 56%
of all GOB allocations in the health® scctor, or USS 129 million. nising to 62%. USS 175
million. by the end of 2001/02.

Indicative forecasts of funds available for disaggregated linc 1tems have been produced
using the results of HEU's project expenditure database. to help stimulate debate on futurce
allocation of resources. Funding of Medical Supplies has been allowed extra growth in
order to reflect GOB prionties and current concerns.
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Section C: Future GOB Expenditure Patterns

Methodology

Any esumauon of future expenditure must take into account official GOB plans. Approved
objectives. targets and cost-effective strategies would ideally provide the framework for a
costing exercise. In turn. the financial feasibility of such plans can be tested by a detailed
cosung of activities and a comparnison with available resources. Activiues can then be
priontsed based on their cost-effecuveness. their relationship to policy goals and avaiiable
resources. This procedure i1s the first-best opuion for planning. Unfortunately. it is also very
demanding on manpower. finances and information. Furthermore. comprehensive Nationai
Plans do not. as vet. exist for the health and populauon sectors in Bangladesh.

In their absence we have 1o find ancther methodology which 1s at least funcuional. The runal
forecasting of costs in the Public Expenditure Review rehied on extrapolauon. While this mayv
have been useful at that ume 1t is not appropnate for examuning disaggregated expenditure
projections. A compromuse is required which can give indicative results within a limited ume-
frame and with the available data. Two possibie methodoiogies should be considerec

e rinancial cosung based on delivery of specinc senices

* Financial costing based on expected futurz mdnidual projects and their impact on (o2
health and family welfare infrastructure

The 7irst opuon requires a list of approved services for delivery. Annual average costs par
capita are then denived for the provision of each service. based on the funding requiremenis o
inputs, such as manpower, natural resources and buildings and equipment. Where possible.
sernvices should be integrated 10 save on resources and appropriate cost savings need 1o be
included 1n the projections. Note, the estimates will include both initial investment costs and the
associated recurrent costs. In addition, to caprture the true financial costs of each service it will
be important to incorporate indirect costs of provision: MOHFW administration and manpower
training may be as important to service delivery as the supply of medicines or contraceptives.

h

Thz second option examines the detailed preiect portfolio in each sector. Based on existing
prionues 1t needs to assess which projects are likely 1o continue. which may close and where
there 1s nead for new initiatives. Once such guestions have been answered. detailed cos:s can be
calculated or imputed for each project and aggregated. Running costs of GOB faciliues can

then be calculated on the basis of the ourputs of each project. cn utilisation and on histoncal
Budget data. where data allow

Both strategies require knowledge of GOB prionues Overall guidance on GOB strategies in
both sectors has been drawn largely from draft pianring documents. Until these are finaiised
the costing process cannot be fimshed Indezd. the 2osts provided should be seen as 2 ©irse
csumate which can be developed further as panicuiar strategics and activiuies arc agreed To
help supplement these plans we also draw upor conor documents and bricfings 1o gain the
perspective of GOB's forcign development parnc::

The two approaches. outlined above. have cifferent merits. The costing bascd on servic
deliveryas theoretically preferable It allows GO to cost virious strategics n relatior to cach
other and cven. where the data aliow. 1o - =ipars cost-cffecctiveness (a theme to whizh we will
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return in Secuon E). Nevertheless. this strategy requires much infformation. Some of thus 1s
available for the populanon sector but is notably absent for non-PHC services in the health
sector. The cosung based on expected future projects and exisnng infrastructure s probably
more compatible with the current design of GOB’s ADP and Revenue Budgets. It may.
nevertheless. rely more on current than best practice. Given the available informauon. 1t 1s
proposed that a combination of the two approaches is used to cost the popuianon plans while
health sector expenditures are denved enurely from cxpected prorect costs aiong with cxistng
running costs of racilines.

Unfortunately. our estimates of recurrent costs rely more on historical trends than on optimal
practice. which may bias the results. This is unfortunate but necessary given data availabiiity
in the sectors. It may be that if certain 1tems were to receive more funding. utiisation would
improve. In this case. current expenditure data would underestimate the Anancial costs of
effective senice provision. Yet at the same ume cost savings could be made from a more
efficient use of resources. Hence. 1t 1s unclear whether the reiiance on current pracuce data will
overestimate or underestimate funding needs. It 1s bevond the scope of tlus study to assess the
1deal financing of running costs at different GOB facilities. Turning to GOB documentation for
assistance. 1t 1s perhaps disappoinung to note that neither draft Perspective Plan considers
the recurrent cost implications of the investments it proposes This is a senous flaw. As
argued in HEU's second Research paper. An Anaivsis of Recurrent Costs in GOB Health ana
Populanor Facilies. unless these costs are fullv borne. the prima racie cosi-effecuvensss ol

et

GOB’s invastments will be reduced. Addinonal research 1s nesasd. thererore. 1n this compiex

oul ImDOant area.

Expenditures in the Population Sector

A significant amount of work has been done on the formulanon of a plan to guide investment 1n

the population sector. Having set objecuves, the draft Perspecuive Plan analyses the method-
mix of contraceptives and the various strategies that will be employved to reach such goals. The
HEU appreciates this work and draws heavily upon it in the formulaton of projected costs

Table 6: Key indicators for the Population Sector

| 1995 | 2000 | 2205 | 2010
Population (million) | 119.7 | 1292 1373 145 4
CBR per 1000 ! 275 233 220 AR
CDR per 1000 { 901 80 NN i
NGR (%) | | 83| 130§ 3] 136
TFR per woman | 370 301 22 22
IMR per 1000 live births ! 82 701 30 33
NRR per woman | 1 30| 1304 R 093
Life expectancy at birth | | ! '
- Male (vears) | 381 600§ 20 640
- Female tvears) ' 761 TS g 620 |
Sourse undi

Sector Priorities

The tavic aim of GOB. as sct out in the Perspective Plan. is to achieve an NRR equal to onc by

20i-3 Thae wargets for key indicators in the sector over the next fifteen vears are shown in more
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dctail in Table 6. The success of GOB and its foreign development partners 1n this sector 1s
well documented and many of their joint strategies and acuvities merely need expanding or
consolidaung In additon to ongoing efforts. the plan specifically identifies the need for morc
public awareness of the problems associated with a large and expanding populauon in
Bangladesh This should be achicved by a strong IEC programme. Other key strategies involve
the promotion of participation at local levels. decentralisauon and MCH-based family planning

Costing

Based on thz prionues and strategies set forward in the Perspecuve Plan. ths ageregate costs
for the penod 1997/98 - 2001/02 are presented in Table 7 below. as indicated by major
componeni of the Perspecuve Plan. These figures. along with histonical expenditure data. help
form the framework for the costs shown 1n Table 8. The Perspecuve Plan provides broa
ordars of magnutuce concerning the approximate size of difterent programmes. while ths
expenditur: patterns of ongoing projects are used to fill in the disaggregated expenditure
esumazes Note the expenditure patterns of relevant populauon projects are denved from
Prorect Proformas. the 1995 World Bank Status Report on the 4th Popuiation and Health
Prorect ancd the HEU Project Expenditure Database.

Table 7: Population Perspective Plan Estimates of Programme Costs. for 1993-2000.
in Crore Taka. 1994/953 prices

Precramme Senvice/Acunviues ' Esumared Costs
I Familv Pianning Senice Deiivery . | 1.063 G
2 Contracecuve Supphies i 377.7
3 Phvsicai Infrastructure | 2100
4 Informauon’ Educauon and Mouvation i 180
3 Maapowz: Develooment 1 843
6 MCH Programme I 3432
7 Climcal Sanvice | 1491
¢ Iatersectoral Populauon Programme | 2900
9 Pnvate Sector and NGOs l 2830
10 Contracepuve Manufactuning Plant | 1300
it Biock Allocauon | 140 G
Towm! | 342273
Tzzie & 2.50 sots out the disaggregated 1uture expenditure reguirements by line item. Medical
Surnle

:es nincluding contraceptives). Salaries and Allowances are the three largast hine 1tems.

Tor approximately two thirds of expenditures in the sector Meg:cal Suppiies alons
© 23% of toual costs over the penod
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Table 8: Forecast Expenditure in the Population Sector. 19977/98-2001/02, USS million.
1994/95 prices

| 1997/98 | _1998/99 | 1999/00 | 2000/01F 20017021 Tem]
Construction | 13 | 14 | 14 13! 161 3
Purchase of Equipment | 6 | 6 | 7! 7 7 33
Purchase of Land | 1| 1 I ] i I 3
Training | 7] 7 | 8| & 9| 39
Technical Assistance | 2 2| 2 2 | 24 Q
Medical Suophes | 63 | 66 | 69 | 73 i 77 | 349
Operauon and ' 16 ! 17 [ 18 ! 19| 20 | 9]
Maintenancs - ' i i
Salanes i 33 | 34 361 38 | 40 180
Allowancss i 235 26 | 27 29 30 158
Others | 16 | 17 | 18 19 i 20 9]
Total I 182 | 191 | 206 211 2220 1.006
Source: GOB

Expenditures in the Health Sector

Priorities

According 10 the Perspective Plan for the health sector the basic aim of the GOB is to achieve
Health for All by the vear 2000. Initiatives in the sector will. therefore, concentrate on the
provision of basic health services over the next five vears. From 2000 there will be a special
focus on urban health projects. An eventual shift toward secondary and tertiary investments
and maintenance 1s envisaged as the burden of disease staris 10 change after 2007

For the first stage of the plan, the document highlights the importance of conunuing PHC
acuvities alrzady started during the 4th Population and Health Project, parucularly MCH
acunvities, Nutrition, EPI, Family Planning. Health Education and preventive health senices.
There will also need to be a strengthening of programmes for Quality Assurance, AIDS and
STD prevenuon and control. Special emphasis needs to bz placed on the provision of essential
drugs and medicines and the maintenance of physical infrastructure and equipment. It 1s argued
that each umon will have its own health and family welfare centre by 2001 and that the current
investment programme for the construction of THCs should b2 completed The need for more
efficizney 1n senvice provision and the running of facilities is aiso noted. This will not oniv
improve the quality of health care but wall also free resources for an expansion of PHC
acunvities New programmes to be started are

* Eradication of Polio and Leprosy

* Eiiminaton of measles and neonatal tetanus
* Improvement of Nutrition

* EImcreensy preparcdness

+ Schooi Haalth Programme

Viany of tae concems in the Perspective Plan arc also reficoiesd o\ corors. In parucular a
recent Worid Bank Aide-Mcmoire stressed the need to strengthen and expand vanous initiatives
in the PHC ficld. Specific arcas of concemn were child morbid:ny ang mortahity. matemal health.
poverty reiated discases and improved nutrition. The document stresses the impornance of

14
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sustainuing and expanding vaccine supplies to meet the needs of the populauon. Sustainabiliny
may well require the GOB to meet an increasing share of the financial burden. Other high
prionties are the expansion of ARI actsaties: incrcased ORS production. maternaj health
intervenuons: strengthening of programmes for tuberculosis. leprosv and STD/AIDS
prevenuon and control. and for vector-bome discases.

Costing

Given these broad areas of intervenuon. how can we cost likely acuvities 1n the GOB health
sector? The projections of future expenditure contained in the Perspective Plan are not as
detaiied as for the populaton sector. They are only intended as an approximate
gives orders of magnitude to the planned activiues. As the costs contained 1n the Plan are onlv
cant as an approximate guide. thev do not provide a basis for datailed projecuions. Instead.
HEU has projected costs on a project-by-project basis Given thz pnionues st out abovs 1t 15
possible to discern which projects nesd to be expanded. which contnued and which are not a
prionty over the penod of the 3th Population and Health Project. This process 1s not meant 1o
be defimuve Indeed. the exact umung and form of projects in future vears is net semethunc
wnich can be determined easilv without much consultation. It is important that the GOB
addresses thus 1ssue and 1t 15 hoped that the work done by the HEU wall facilitare

planning too0l to

thus procsss

Where exisning programmes are conunuing. costs have been derived from nistoncal data
eiauing o project impiemenzation Idealiv new ang expanaed projects require fresh cosung

nz apove iscussion of prienues has ighhighted some naw proiects Their projected costs
ave peen cenved from some of the preparatory documents for the Perspective Pian Such
gures are. at this stage. only indicauve and will remain so until the design of these projects 1s
inaiised The investment costs of projects are then supplemented by recurren: cosis. the easia
source of such data 1s past Budget expenditures This is not idzal in that it relies on acrua!
rather than eonmal cost data but it will serve the purposes of our studyv given the ume
constraints Where there is no historical precedent for a particular project or 11s output. reugh
esimates of running costs have been included This needs to be refined and perhaps coulc
bscome an important exercise for the Planning Commission in future Budea: cv

gat oveles

hoth 3 >-<] “
wm
A

o~
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Some projects will also naturally end over the lifeume of the 5th Population and Health Proy
For these. we have adopted nwo scenanos in our forecasung which re

for GOB

present different strategies

* Scenaro/ The current invesoment in the physical health nfrastructure wall siowly dacline
10 about half 1ts current level in 2001/02 The revenue used for thus will be diverted 1nto the

running of the facihiues constructed and thair quahty of senice provision

* Scenario 2 The investment in the health infrastructure will conunue ar 1ts present lev el

Once THCs have been built other facihities will be constructed and renovared
Thz results of our projections are shown in Diagram 5 and Table ©

Table 9: Forecast expenditure in the GOB Health Sector, 1997/98-2001/02

= 1007 0K 199890 | 1999/00 | 200001 | 2001702
Expenditure (1) | 206 0 3233 3239 | 3284 3310
Expenditure (2) | 305 6 3373 3503 | 364.0 378 4
PHC Expcenditure i 163 6 - 1720 180 7 I 189.7 jou 2
Source: HEU
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Diagram 5: Past and Future Expenditure in the GOB Health Sector, 1990/91-2001/02

Millions of US$

Expendzure (2
Expendnure (1}
PHC Expencrure

1992/93 _’

1996/97 ==~ ]

14
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As mught bz expected under Scenario I the rate of increase of expenditure slows whiiz 1z,
Scenario 2 there 1s continued high growth. Furthermore. the disaggregated expenditure

Saiaries are the largest item in the period. with approximately S380 militon (24% ¢7 th2 122l

cost) followed by Medical Supplies (19%). Allowances (18%0) and Operanon and

Maintenance (11%). The static nature of some of the line items conceals a probable dacimne 1n
funding of certain development acuvities with an increase in recurrent cost expenditure. Such

consolidation should be expected after a period of substantial investment in the health
infrastructure.

Table 10: Disaggregated Cost Projections for the Health Sector

| 1997/98 | 1998/99 | 1999/00 | 2000/01 | 2001/02

Total
Construction 294 | 27.0 | 249 | 249 | 249 . 131.1
Purchase of Equipment 232 | 233 234 23.4 | 234 116.7
Purchase of Land 131 1.3 ] 13 131 13 63
Training 871 113 128 ] 128 | 131 386
Technical Assistance I 46 430 44 421 42 210
Medical Supolies I 5171 380 | 613 | 62.6 | 637 2973
Operation and 29.7 333 3533 360 ‘ 366 173.0
Maintenance 5 : !
Salaries 707 | 77 G 7701 77 | 774 37913
Allowances | 530 | 377 3771 58.0 | 381 2845
Others | 241 | 277 277 28 0 | 282 135 8
Total [ 206 4 | 32302 258 328 4! 3¢ 1604 8
Source HELU
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Summary

* Anyesnmanon of likely future expenditure must take into account official GOB plans.
While the draft Perspective Plans give overall guidance on prioriies and strategies neither
arc they sufficient for the forecasting of development expenditures nor do they contain an
adequate assessment of the likely impact of the proposed investments on recurrent costs.
To supplement the Plans. HEU's forecasts have had to draw heavily on acrual expenditure
on exisung projects and facilities.

e IWhile pians remain incomplete. expenditure forecasts can only be indicanve. Until there
1s complete agreement on the exact programmes and projects to be included in the health
and popuiation sectors. expenditure estimates cannot be finalised. Ideally. data on optimal
running costs of faciiiues should also be calculated and incorporated into the forec

e Toral expenairure in the GOB popularion sector is forecast to increase from S$182 million
in 1997798 10 $222 million in 2001/02. By far the largest item of expenditure in that period
will be medical and contraceptive supplies. taking up more than a third of the total cost.
Salanes and allowances will also be significant items of expenditure.

e ExDpenZiurc jorecasis for nealiti: have been made under two different scenarios

Scenario 1: capnal investment 1n the health infrastrucrure wili be wound down. with
censtruction reaching about half its current level in 2001/02. The associated costs of
thus scenario nise from just under $300 million in 1997798 to approximately S330
miliion 1n 2001/02.

Scernario 2: investment in the physical health infrastructure will conunue at curren:
ievels throughout the 5th Population and Health Project. As construction of primanv
faciliues 1s completed the focus will turn to the strengthening of infrastructure at the

econdary and tertiary levels. Under such circumstances, development expenditure
nises from USS 305 million in 1997/98 to USS 380 million in 2001/02.

e Experanurc on PHC is forecast to rise from USS 160 million in 1997/98 to USS 200
mullion. refiecting the GOB's continued commuiment to Health for All by the Year 2000

e The sargest hine expenditures in the health sector over the hifetime of thz 3th Population
and Health Project are all recurrent. Salaries will account for USS 380 million. Afedicai
Supplies. USS 300 million: Operanion and Maintenance. USS 170 million. and
Allowances. USS 280 million
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Section D: Balancing Resources with Expenditures

This section draws ¥ogether the results of sections B and C to assess the financial feasibilitv of
future plans. Where expenditures exceed resources. a closer examination is made of the
parucular type of activity which 1s causing the financial shortfall. Its prionty and cost 1s
assessed to see whether 1t mught be phased back to allow compatibility with projected
resources. If this does not bridge the gap. subsequent sections review other cost-reducing
opuons and revenue raising strategies. Indeed. Secuon E assesses the efficacy of one such
strategy: the introducton of a package of essenual health senvices.

The Population Sector

Combining the likely expenditure acuviues for populauon. as set out 1n Section C. with tha
potential funding for the sector. as descnbed n Section B. we arnive at the agersgate resource
picture. shown in Diagram 6 and Table 11 As car be szen. the data suggest the resource gap
would widen over the course of the Fifth Popuiation and Health Project. if planned GOB
activities were 1o be implemented 1a full: a phenomenon partiy attributable 1o the phasing of
expenditure. In an attempt to make the plan compatible with GOB Budget provisions and mere
realistic 1t was thought necessary to pnase the expenditure over the plan period This 1s
consistent with expenence as programmes often deveiop momentum in spending after an unal
ineruia

Diagram 6: Future expenditure and potential funding in the GOB population sector.
1997/98-2001/02

2200 1

2030 ¢+

1820 =

. EREE Reverye
1620 ¢

Million US$
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1857/98 19398539 1999°C0 200201 2001/62

Table 18: Balancing Resources in the Population Sector: Expenditure and Potential
Funding. USS million, 1994/93 prices

i 1997/08 P 109500 S=9G00 1 2000/01 F2001.02
Potenual Fundine ' 168 0 | 170 7 1738 176 7} 179 &
Expcnditure | 181 6 | 190 6 2001 2111 | 22002
Gap | 137 199 26 3 344 | 424
Gap/Expenditure | 75% 10 3o, 13 1% 16 3% | 19.1%
Source. HEU
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Nevertheless. even with the phasing of forecast expenditures. there is a shortfall of resources
Although this amounts to oniv 7 3% of expenditures or approxirnately: USS 14 million 1n
1997/98 it broadens to 19.1%. or over USS 40 mullion. by the emd of 2001/02. How can thus
gap be bndged?

The first strategy to examuine is whether all the expenditures are stnctly necessan: for the
achuevement of GOB objecuves [t may help to take a closer look at the disaggregared
expenditurcs implied by the Perspecuve Plan and compare thess with the disaggregared
revenue projections. In so doing the items which have caused a shortfall will become apparent
These iterrused expenditures should be examuned anyway. because their distnbunon s as
important as their roral value. Indeed. sigmificant reallocanons may well be needed withun the
sector for GOB to meet its future objecuves. Table 12 combines the results of Tabdle 3 in
Section B and Table 8 in Secuon C 1o 1denury the items where 2 shorttall or surplus of
resources 1s itkelv. A negative figure indicates there is msufficient revenue to fund the acusines
1n the line 1tem.

Table 12: Forecast Resource Surpluses and Shortfalls in the Population Sector.
1997/98-2001/02, 1994/93 prices

| 199798« 1998/99 1 1909/00 | 2000/01 | 200102 ]

Construction i -10.3 -11.0 ¢ 11610 0 124 -13.1
Purchase of Equipment | -1 -1 3 -1.61 -19: o0
Purchase of Land | -0.3 -06! -0.6 | -06 | 07
Training l 171 1.3 1.3] 101 07
Technical Assistance | 0.3 | 03! 0.2 | 0.1] 0.1
Medical Supplies l -13.7 | -18.2 | -20.7 | 2239 | 227.0
Operation and -10.2 | -10.9 -11.7 | -12.6 -13.4
Maintenance 5 |

Salaries | 1 4] 03| -0.4 | -16 | 28
Allowances | 1.9} 12| 0.5 | -0.4 | -1.3
Others | 189 | 18.6 | 183 | 178 | 174
Total | -13.7 -19.9 | -26.3 | 344 424
Source: HEU

Table 12 idenufies the keyv expenditure acuninies causing the apparent gap For three iin2 1t2ms
costs significantly exceed the indicauve potenual funding set cut in Secuion B

+ Construction
o Medical/Contraceptive Supplies
¢ Opcrauon and Maintenance

Can rorecast expenditures be matched with runcing oy reducing and or pushung back activiugs
in cach hine item. withour compromising GOB objectives”
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1. Construction

The cost of building one FWC per union is significant over the planned period. If this is an
integral part of the achievement of MOHFW s objectives then it is probably unavoidable.
Indeed. international experience shows that investments in the familv welfare sector often have
high rates of return. (See Section E for a companson of the costeffectiveness of different
interventions 1in the health and population sectors.) If the goals can be reached without this

expenditure. however. it must be asked whether such building 1s necessary, parucularly given
other prionues.

2. Supplies

Supplies of contraceptives and medicines will undoubtedly need to grow to meet forecas:
demand and achieve the goals for Contracepuve Prevalence The target methoc mux for
contracepuves over the period of the 3th Five Year Plan 1s shown in Table 13 Expenditure on

these acunviues may well be a prerequisite for achieving the stated goals of TFR and NRR Thus
mav be a necessary expenditure.

Table 13: Forecast method mix uf contraceptives by millions of users.
1995/96 - 1999/00

1003/96 « 1996/97 | 1097/98 i 1Q9g/0C 1OQGQ(
Oral Pili ; 100 426 | 486 333 8
Sterilisation | 2101 240 | 278 | 303, 242
TUD ! 056! 069 | 0.84] 1.0 1 120
Iniectables | 0.99 | 123 | 33 132 172
Condom l 0.78 | 091 | 104 | 127 143
Others | 1.77 i 1.80 | 1.70 | 178 1 P71
Tortal | 10.2 | 113 ] 126 | 140 : 133
Sourze. MOEMW

3. Operation and Maintenance

Operauon and Maintenance 1s often an overlooked but vital acuvity for the smooth funcuioning
of the infrastructure in any sector. Savings made here in one vear will onlyv rebound in the
future. requining early replacement of equipment and building. wasting investmen: and
undermunung progress toward targets. Nevertheless. cutiing back on planned consirucuon
actinvities would help save on this item

Perhaps the easiest strategy to bndge the gap benween expenditure forecasts and poienual is to
delay some of the capital investment activ-ties considered in the Perspective Pian This mught
involve pushing back the construction of FWCs and the Contraceptive Manufacturne Plant
(see Section C for details of costs). In additon. the expenditure included in the Persoecuve Plan
as a resenve (the Block Allocation in Table 7) could be removed or pushed back. a< :2 1s not
designated for any planned acuvity: Table 14 invesugates the impact of these exzenaiiure cuts
on the resource balance

~ee
-\
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Table 14: Forecast Resource Surpluses and Shortfalls with reduced expenditure. 1997/98-
2001/02

1997/98 | 1998/99 | 1999/00 | 2000/01 | 2001/02

|

Constructuon | 1.7 1 17] 171 171 17
Purchase of Equipment | L1 09| 081 06! 03
Purchase of Land I 001 00} 00| 00! 00
Training | 171 1.5 | 1.3 ] 10| 07
Techrucal Assistance | 03| 031 021 0.1 | 01
Medical Supolies | -157 | -18.2 | 2207 -390/ 270
Operauon and -10.2 | -109 , -10°8 -10.7 -107
Maintenance |

Salanes f 361 281 20! Qo -0l
Allowances i 1.9 121 0.3 041 .13
Others ! 18.9 ! 18.6 | 1831 178 | 17 4
Total | 321 2.2 =771 -14714 217

Source: HEU

The delay or cancellation of the acuvines. as described above. allows the resource gap to cics2
for at least 1997/98 and 1998/99. as shown by Table 14. After this the gap recpens but by a
much smaller amount. Addinonal resources might be saved by iess intensive modss of deiivery
of farmuiv planning services. but this mught also undermine progress toward targets ror thz CPR
and the TFR. A cost-effecuveness analysis of such issues 1s currently being designed by ths
HEU. In addition. Sections E and F of trus report iook to other strategies to brdge the gap

The Health Sector

Combining the expenditure potenual with the forecast expenditures we display the macro
resource picture for the health sector in Table 15 and Diagram 7. Both scenarnos, discussed in
Section B, are included in order 1o assess the implications of contnued high investment in the
health infrastructure. Under both there are resource gaps. While the gap benween potenual and
forecast expenditure drops in Scenario /. to USS 9 million by 2001/02, it increases in Scenario
2, to almost USS 60 million. Under projected conditions Scenario 2 would not appear to be
financially feasible 1.e. GOB may not have sufficient resources to develop fully its investmen:
programme from THC and Union facilities to secondary and teruary institutions befors
2001/02 We. therefore. confinz cur analvsis to an exarmumnaton of Scenano | n the remawndar
of this secuon

R R S S zewne. o ST ASIRRFTOL L
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Table 15: Balancing Potential and Forecast expenditure in the Health sector.
1997/98-2001/02, USS million

\ 5

| 1997/98 | 1998799 | 1999/00 | 2000/01 | 2001/02
Expenditure 2969 32353 3239 l 328 4 ' 331.0
(Scenario /)
Expenditure 3059 3373 3503 3640 3784
(Scenario 2/ ‘
Potenual 2713 2824 2972 309.1 ‘ 5217
Funding 5
Resource Gap 236 ~10.6 -286 165 -0.3
(Scenario ]} ' i
Resource Gap -346 | 546 33 IR -36 7
(Scenario Z. l i

Source. KEU

Diagram 7: Expenditure under Scenario 1 and Potential Funding in the Health sector.
1997/98-2001/02, USS million

34T T -
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32270 -
L oid
w
b
S T
2
3 250C 1
= -
LS oo
IZTT
2222 -
1857758 1988035 182300 200C121 2004722
ERER “uncing —— Exocencrure
According 1o our projections. thers is sull a resource gap with Scerano | Trus is paruculariy

large 1n 15%8 06 approximately USS 40 ml“lO" or 12 7o Of the total expenditure in the sactor
The size of this gap 1s probably caused by two factors. nameh

e Addiienal recurrent costs caused by
sector fzeding through into the Revenue Budact

The taii-end of the capital investment programme 1n the GOB hoa

caithinfrastructure. (N B
As the phvsical investment programme tails off under this scerara then the resource gap
begins to close )

rto
[39]
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Diagram 8: Expenditure under Scenario 2 and Potential Funding in the Health sector,
1997/98-2001/02, USS million
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[t 15 important o 1solate the subseciors 11 wiuch the resource gaps are most prominent in
Scenanc i In Sscuon B. wheare we projected potenual funding. special forecasts were made fo-
Primary Health Care acuviues. allowing them to take an increasing proportion of the overall
Budget Was this allocaton sufficient, particularly given the apparent resourcs €ap shown
above? Diagram 9 and Table 16 displav the results.

Diagram 9: Potential and Forecast PHC Expenditure, 1997/98-2001/02. USS million
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Table 16: PHC Expenditure - Potential and Forecast, 19917/98-2001/02, USS million

| 1997/98 | 1998/99 | 1999/00 |l 2000/01 | 2001/02
Potenual 158 0| 168.3 1799 | 191 4 l 203 7
Funding 1 ! i
Forecast l 1638 . 1720 1807 189 7 l 199 2
Expenditure : | é
Resource Gap | -3 8 370 -08 1 71 43
Sources: HEU

The data suggest that although there 15 an wuual resourcs shortfall. it is not large and will
disappear by 2001/02. if the GOB increases its share of the Budget allocated to PHC
activities by 2% per vear. as was discussed in Section B. Of course. a gap sull remains but.
given the lugh pnonty of PHC actniues for the GOB. 1t 15 prooably best not to reducs
expenditure. Further realiocanons in the nealth sector may be more appropnats for raising
potenual expenditure and mesung the needs of the populauon. Indeed. our forecasting model
reveals that if the PHC activities were to be given an additional 3% of the health sector
budget in 1996/97 and 1997/98. on top of their current allocation. the resource gap would
disappear. The above analysis suggests that the shortfalis for the sector as a whole. as impiied

by Scenano |. may not appiv to Priman Health Care actuviues ifappropnate prionnsanon
occurs.

pianned

Sull. 1t 1s important to ascertain whas: items are causing the shortialls for the
and n the onginal resource projections for PHC Table 17 displays the apparent surpiuses and
shortfalls for different line expenditure 1tems. It shows that the two line 1tems with the largest
funding gaps are Medical Suppites and Operanon and Maintenance. Both these areas of
wntervenuon ars vital for the smooth and =fficient running of a country”’s health infrastructurs
Adequate and timely supplies of medicines arz a prerequisite for an effective health service.
Efficient maintenance can increass the lifz-szan of health infrastructure and thus Increase the
cost-effectiveness of investment programmes: a parucularly important point given the rapid
expansion in health sector infrastructure at Thana level and below in the last five vears.
Expenditure cuts are tnadvisable in either

SeCtor as a whoiz

Table 17: Forecast Resource Surpluses and Shortfalls in the Health sector,
1997/98-2001/02, USS million

| 199768 . 199899 | 1999/00 | 2000/01 : 2001/02
Construction | 187 223 261 | 274 288
Purchase of Equipment | 14 | O] 27| 33 10
Purchase of Land | ol 01! 021 0.2, 03
Traimng [ SR -3 8| -7.1 | -6 9 | -7 1
Technical Assistanze | L1 13| 17| 20| 21
Medical Supplies | -13.8 171 -16.8 | -14.8 | -12.4
Operation and 114 -16.3 -15.4 | -13.3 -131
Maintenance ! ;
Salarnics ! -~ -0 -6 6 | -39 -2
Allowancss ! -32 TN S 33 .12
Others ! A3 - 2 -8 3 -7 9 274
Total | 250 e -28 6 | -193 ! -9 2
Source: HEU
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Alternatively, savings could be made elsewhere. To bolster expenditure on recurrent 1tems. the
GOB could reduce capital investment at least unul the resource gap closes. To explore this
option we assess the impact of cutung back Construction and the Purchase of Equipment. In
this low 1mvestment scenario we assume that expenditure on both line items will fall to USS 10
million by 2001/02. The results are shown in Table 18. The gap is virtually bndged for all
vears except 1998/99. Indeed in 2000/01 and 2001/02 there would be sufficient resources for

. an increase in capital activity. if it were necessary. Nevertheless. the resource gap in 1998/99

§ would still need to be bnidged and there might be some negative effects on the utilisauon of

; exisung scrvices and on the quahity of care if savings are made on equipment purchases.

Table 18: Reduced capital investment scenario for the health sector,
’ 1997/98-2001/02, USS million
I L 1997/98 | 1998/99 |  1999/00 |  2000/01 ' 2001/02
, Construction ! 52.8 | 370 41.0 | 4231 437
Purchase of Equipment | 1191 14.0 16.1 | 16.7 | 17 4
} Purchase of Land l 0.1 01 02 ] 021 03
Training | 233 .38 -7.1 | 6.9 | 71
; Technical Assistance | L1 1.3 | 1.7 | 2.0 2.1
} + | Medical Supplies | -13.8 | -17.1 | -16.8 | -14.8 ! -124
Operation and ; 114 ] -16.3 -15.4 } BEER 151
Maintenance ’ ! ’
l Salaries i 64 -10.1 | -6.6 | 29 12
” Allowances | 521 -7.8 | 51 330 -1.2
Others | 6.3 | 9.2 -8.3 | 7.9 | -7.4
j Total | 05| -13.8 | -0.3 | 9.0 | 19.]
Source: HEU

; Apart from reducing capital investment there are other means of cutung forecast expenditures.
Improved efficiency at the facility level may well save valuable costs. Such efficiency gains
may not be hard to attain. Indeed, it is hoped that some of the on-going imitiatives will produce
cost savings. There are many options which could be considered, and we mention onlv a few
below, but 1t 1s hoped that further research will focus on the potential cost-savings in such

————d

T areas:

1

‘ .

) s Improved training and guidelines for medical staff - cost savings produced as a result of

improved prescription of drugs. improved diagnosis. etc.

i

{

j

* Improvemerts in administranon and organisanon of facilities - cost savings gained
through computensation of adminiscration. better use and deployment of human resources.

[ elc

e Manpulanon of the incennve framework facing health facilines - cost savings produced
} by changing the basis of Budgetany allocations away from number of beds ozcupied
)
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Summary
The Population Sector

HEU's analysis reveals that there are insufficient resources available under projccted
conditions for the GOB to carry out all of its planned actnaues in the population sector. In

1997/98 there is a resource gap of USS 13.7 million which broadens to USS 42 4 million
by 2001/02.

Key line items which may be underfunded in the populaton sector are Medical (and
contraceptive) Supplics. Operanon and naintenance. and Construcrion 1f plannad

construcuon is delayed. however. the resource gap is closed for 1997/98 and halved for
2001702,

The remaining resource gag in the population sector mav be bndged by changing the mode
of delivery of family planning senices to less intensive forms. but the cost-effecniveness of
tius approach needs to be assessed fully. The HEU is currently designing a suitable study

The Health Sector

Resource constramts mav force the GOB 1o restricr irs canital imvestmen: cenvines 1
ruture 1 order to meet the expected costs of running an expanded health infrastrucrere. Lt
may well be important to delay fresh investment in secondary and teruany faciliues.

According to our data, if PHC acnvines are given an addinonal 3% share oj the Budget

aliocaror: for health in 1996/97 and 1997/98. there will be sufficient funds to run pianned
acuvine

Medicai Supplies and Operation and Maintenance are in danger of receiving insufficient
allocauons in the planned period. For both these line items expenditure potenual lags far
behind forecast need. It is essential that these tems receive funding. however. as tnev are
integral to GOB health sector objectives Rescurces might have to be made available from
other arzas such as capital investment

It 1s tmportant when faced with potential funding constraints to explore the efficiency gains
which may be made at the facility level Many of these deserve detailed consideration and
rescarch to assess the cost-savings which they could bring For instance. better tramuing and
guidelines for medical staff. imprevements 1n admirustration and organisation of facilities.
and manipulation of Budget incenuves may all save sigmifizant resource
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Section E: A Package of Essential Health Services

Background

In Section D we noted the resource gaps that may appear if the GOB attempts to undertake all
its health and population sector activitics as planned. One option that has been suggested to
help the GOB close the resource gap is the adoption of a Package of Essential Health Szrvices
(PEHS). What will such a package contain? Should GOB funding of a PEHS take priority over
all other expenditure in the health and population sectors? Is the application of such a package
feasible in Bangladesh? Can and should the GOB provide these services to those who are not
poor? In this section we examine some of these questions and consider the motivation behind
the adoption of a PEHS. We take care to analyse the constraints of this approach and note the
modifications that may be necessary for the specific conditions in Bangladesh. Finallv we set
out for policy makers the options available.

Definitions and Rationale

According to Bobadilla & Cowlev, 1993, a PEHS 1s an

integrared collecrion of cost-effective interventions that address the
main diseases, injuries and risk factors, plus diagnostic and health
care services to satisfy the demand for common symptoms and
illnesses of the population to be served.

In other words, it 1s a cost-effective package of services which addresses the main burdens of
disease in a country. One of the main reasons for adopting a PEHS is that it helps governments
focus on their priorities in the health sector. When the GOB has only limited resources it needs
to know how it can maximise its effectiveness to meet the essential needs of the population.
Otherwise, 1t will waste resources pursuing activities of secondary importance. Furthermore, the
adoption of a PEHS may help the GOB concentrate on activities in the health and population
sectors which it can perform best. Consequently, it can leave non-essential services to other
agents, such as the private sector. All this could, however, be achieved by prioritising GOB
activities in the health and population sectors. What advantage does a package of services have
over a list of prionties?

The theoretical benefits of a PEHS approach cannot be ignored. It is argued that the package
approach minimises total costs by using common inputs and reducing the cost to the patient
Bobadilla et al, 1994, cite vanous mechanisms by which this occurs:

e Symnergism betwecn treatment and prevention activities

« Joint production costs

o Effective screening of pauents to ensure appropnate referrals

 Integration of scrvices to reach related individuals (such as maternal and child health carc)

27
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The implication of this list is that-by providing these services in a package, vital savings can be
made. Integration is more cost-effective than a series of vertical programmes.

®

The contents of a PEHS

There are two cniteria for the construction of a PEHS for any country. First, and perhaps more
importantly. the services in the package must deal with the major threats to health. The World
Bank suggests that this should be decided by the number of disability-adjusted life years
(DALYs5) lost to each disease in the country. (Readers who are interested in the concept of
DALY are referred to the World Bank's World Development Report 1993: Invesnng in
Health. for a fuller exposition.) The diseases resulting in the loss of the most DALY's should be
focuszd on. A second cnterion for inclusion is that the interventions proposed in the package are
highlv cosr-effecrive. This can be measured by comparing the cost and number of DALY's saved
by thz intervention. (The approach implicitly assumes that diseases which result in the most

DALY lost have cost-effective solutions. This assumption has to be tested in each country by
examuning the specific disease burden.)

An example of the imputed benefits and costs of a PEHS is contained in Table 19 below Thus
summarnses World Bank data showing the cost and cost-effectiveness of a minimum packags of

essenual senices The data were derived from Sub-Saharan Afnica. Latn America and the
Caribbean

Table 19: Cost-effectiveness of health interventions in the minimum package of health
services in low-income countries

Intanvenuons Cost per capita Cost per DALY
(S)

Pu>lic Heaiti: | |

- Expanded Programme of Immunisaton plus (13 | 0.3 | 12-17

- School health programme | 0.5 20-23

-_Tobacco and alcohol control programme 1 03 33-33

- AIDS prevention programme (2) | 1.7 3-3

- Other public health interventions r3) | 14 -

Subtotal I 4.2 14

Clinical Services l

- Chemotherapy against tuberculosis 06 3-3

- Integrated management of the sick child 16 30-350

- Famuly Planning 09 20-30

-STD treaunent 0.2 1-3

- Prenatal and deliverv care | 38 30-30

- Limited care 4) | 07 200-300

Subtotal 7.8 -

Total 12.0 -

Sources Wl ovug

(1) Plus rafe~

'~ vacaine against hepauus B and vitamun A supplementation

(23 DALY v o5 rom AIDS include dynamis effects (probability of ransmussion 10 others) only in the first year. which understates the
valuz of proventing cases and thus the cost-ctfectvencss of preventive interventions

(3) Includes information. communication, and education on selected nsk factors and health behaviours, plus vector contro! and discasc
surveillance

(43 Inzcludes trzatment of infection and minor trauma. for more complicated conditions, includes diagnosis, advice and pan rehiet. and
reatment as resources permit
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Although not immediately applicable to Bangladesh. the package outlined gives a uscful starting
point for consideration of a PEHS. Some elements of the above package may not be particularly
relevant but the emphases on prenatal and delivery care and on the treatment of tuberculosis
may well be perunent. How can this package be modified to meet the needs and resources of
Bangladesh? It is nouiceable that the total cost of the munimum package outlined in Table 19 is
$12 per capita. Thus is not cheap. even with all the benefits of integrauon referred to earlier

The Public Expenditure Review. prepared by the HEU for the Paris Consultauve Conference.
noted that 1994/95 per capia spending on health and population. through the GOB Budget. 1s
approximately $3.2. and this includes donor funding. This leaves a shortfall of almost $9 per

person. If these figures are applicable to Bangladesh then it would appear that the adopuon of a
PEHS by GOB would raise as many problems as it solves

If the cost of $12 per head is too high. how can the universal package be adaptzd to local
conditions”? It may be useful to take a closer look at the suggested priorities for a mummum
health package in Bangladesh This mav help see whether the package costed by the Worid
Bank is inappropnate for Bangladesh. According to the Summary Report of Working Group 1.

at the 1993 Parnis Consultative Conference. the contents of any such package should address. 1n
order of prionnv:

¢ Matemna! health.

e Famuly planming and other reproducuve health.

o Child sunaval. through integrated service dehivery and health educauen.
* Communicable and endemuc diszases

An indicarive cosung of the strategies to meet the above concerns for Bangladssh might include
the following (derived from Table 19)-

Table 20: Indicative Costing of PEHS in Bangladesh

Health Arsa | Intervention { Cost per capita (S)
1. Maternal Health | Prenatal and Deliverv Care 3.8
2. Family Planning and other Family Planning 0.9
Reproductive Health AIDS prevention programme LT
STD trearment 0.2
5. Child Sunval School health programme 0.3
Integrated management of the sick 6
child
Expanded Programme of 0.3
Immunisanon plus
4 Communizable and Endemic Chemotherapy against v
Diseases tuberculosis
Limited care 7
TOTAL | 10.3

The above table implies that the costs of a basic hcalth package are well out of rzazi: without a
substanual redistribution of resources to and within the health sector. At the very icast the
current spending in GOB''s Revenuce and Development Budgets would probably have to treble
and be cnurely devoted to the PEHS. Indecd. if the data in Table 20 were correct 2t icast $850
million extra cach year would be nceded to fund the PEHS! While labour costs in Bangladesh

are among the lowest in the world this is unlikely to rcduce the cost of the interventions by the
appropriatc amount.

ISR e &, 3 25300 A
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Implementation in Other Countrics

What has been the expenence of other countries? How have they overcome some of the basic
v

problems associated with a PEHS” It mav be uscful to examine how the packages have been
implemented 1n other low-mcome countnes. In parucular. what impact have the packages had
on policy 1n these countries” Indeed. applying economic prnciples to the PEHS approach. how
cost-effective has 1t been? The costs of design have depended largely on the country in
queston. The mummum is around $50.000 for a basic analysis of the burden of disease: the

cost-effecuveness of different health care interventions. and their combination into an essential

package. The effecriveness has vaned substanuially. According to the World Bank the package
was extremely helpful in Ugandz. where 1t increased spending on the poor substantially. In
Zambia. the PEHS is the comerstone of both donor and government actuvity and is at the
forefront of reform. By contrast. in the East Africa region (Tanzama. Kenva. Ethiopia and
Eritrea) the basic package has proved 1o be outside the financial reach of some countnes and 1
Ghana the PEHS has been oniv of limuted relevance. again because of insufficient resource

Nevertheless. it 1s fair to sav that “All the countries involved in the design of the PEHS had fa-
fewer resources than those needzd 1o provide universal coverage for the health interventions
that decision makers in the (public) health sector consider desirable "(Bobadilia & Cowiey.
1993) Indeed. many countries found 1t possible 1o design a PEHS which needad rewer
resources than those contained i Table 19 without compromising their basic a:ms

Under these circumstances, whas: are the options available to GOB? Thare

2re ars three possipiz
strategies for coping with the additional financial needs of a PEHS

I. Postpone the adoption of 2 PEHS In the short-tarm GOB rught develo

p a packags of
crincal health services which it can afford.

2 Applyv the concept of a PEHS 10 Bangladesh. Once applied the GOB is commuttad to
providing this package oniv for ths poor, leaving the rest of the population to payv for 1t
themselves

3. Drop the concept of a PEHS and focus on prionitisaton of activities in the health and
population sectors

Summary

Onc opuon which has besn suggested as a way forward for the GOB in the health and
population sectors is the adoption of a Package of Essential Health Services (PEHS).
Such a packagz would consist of hughly cost-effective interventions to deal with the major
threats to health in Bangladesh. The rationale for the approach is that it helps GOB

prionuse when faced with competing demands on precious resources Furthermore. by
providing scrices as a package, vital savings can be made

e Ncvertheless. there are concerns that a PEHS may be too expensive to afford in the
short term for Bangladesh. Estimated costs from the World Bank reach USS$ 12 per head,

notably larger than the USS 3 2 per head which was spent through GOB Budgets in
1994:G3
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{ » If the GOB wishes to proceed with a PEHS it may decide that it can only provide essential
services for the poor and let other income/wealth brackets pay for themselves.
Alternatvely, it may design a criucal package of health services which 1t can provide now
This may be broadened out to a PEHS once resources allow.

\
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Section F: Conclusions and Recommendations

By idcnélf}mg the resource picture for the health and populanon sectors over the lifeume of the
5th Population and Health Project the GOB can assess the financial viability of its plans.
Furthermore, by debating different prioriues and strategies now the GOB is better equipped to
avoid unforeseen resource constraints. This has been a real problem in the past.

As a country with low economic profile. the Government of Bangladesh
was not always able to provide adequate funds to support key
programmes in the health sector even though each of the successive
governments had shown their full political commitment to improve the
health status of the general population, partnicularly the poor.

(The Perspective Plan - Health Sector, Government of the People’s
Republic of Bangladesh, 1993)

The future does not have to be the same. The GOB. armed with forecasts of expenditure and
revenues, can play a much more acuve role in preemptng problems rather than having te react
at the last minute. In this section we summarise some of the main findings of tae report before
discussing appropnate strategies for their resolution.

\

Summary of Key Findings

The GOB Resource Envelope

Prospects for economic growth in Bangladesh have been extremely good over the last few
vears, at least unul very recently. If political concerns are resolved then GDP growth mayv
reach 6% per annum. allowing GOB room to expand its resources for the health and
populaton sectors at a healthy rate Under the 6% growth scenano the GOB resource

wiex

envelope will reach USS 4.4 billion 1n 1997/98 and USS 3 2 billion by 2001/02, according
to the HEU forecasting model.

Assumung the health and population sectors take fixed proportions of the Budgets, the
GOB revenue available will increase from USS 230 million and USS 63 million i 1997798
to USS 281 million and USS 75 million in 2001/02 for the health and population sectors
respecuvely. By 1997/98 revenue for PHC activities in the health sector is expected to

account for 36% of all GOB allocations in the health sector, or USS 129 mullion. nising to
62%. USS 175 muilhion, by the end 0£2001/02.

Future GOB Expenditure Patterns

Total expenditure in the GOB population sector is forecast to increase from $182 million
1n 1997/98 to $222 million in 2001/02. By far the largest item of expenditure in that period
will be Medical (and contraceptive) Supplies. accounting for more than a third of the total
cost. Salaries and Allowances will also be significant items of expenditure

Expend:turc forccasts for health have been made under two different scenarios 1f capital
investment is wound dowm, as in Scenario 1, then costs will rise from just under $300
million in 1997/98 to approximatcly $330 million in 2001/02. Alternatively, if investment

continucs at the same rate (Scenario 2) expenditure will rise from US$ 305 million in
1997/98 to US$ 380 milflion in 2001/02.

(§8)
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Expenditure on PHC is forccast to rise from USS$ 160 million 1n 1997/98 to USS 200
million, reflecting the GOB's continued commitment to Health for All by the Year 2000
The largest line expenditures in the health sector over the lifeume of the 5th Populauon
and Health Project are all recurrent. Salaries will account for USS 380 million, Medica!
Supplies, USS 300 million, Operanon and AMaintenance, USS 170 mullion. and
Allowances, US$ 280 million.

Balancing Resources with Expenditures

HEU's analysis reveals that there are insufficient resources under projected conditions for
the GOB to carry out its planned activities in the population sector. In 1997/98 there is a
resource gap of USS 13.7 million which broadens to USS 42 .4 million by 2001/02. Keyv
line 1tems which may be underfunded in the population sector are Afedical (and
contraceptive) Supplies, Operation and Maintenance, and Construcnon.

Funds are unlikely to be sufficient for carryving out health acuviues as set out in the
Perspecuve Plan. Scerario 2 is clearly unfeasible without substanual additonal resources

In Scenario I there is also a shortfall but this decreases from USS 235.6 million in 1697/98
to USS 9.3 mullion in 2001/02.

Expenciture potenual lags far behind forecast need for Medica! Suppires and Operar:on
and Maintenance. 1t is essenual that these items receive funding. as thev are integral 1o
GOB health sector objectives.

A Package of Essential Health Services

One optuon for the GOB in the health and population sectors is the adopuon of a Package
of Essenual Health Services (PEHS). Such a package would consist of hughly cost-
effective interventions to deal with the major threats to health in Bangladesh. The rationale
for the approach is that it helps GOB prioritise when faced with competing demands on

precious resources. Furthermore, by providing services as a package, vital savings can be
made.

Nevertheless, there are concerns that a PEHS may be too expensive in the short term for
Bangiadesh. Indicative costs of implementation are around USS 12 per head, much higher
than the USS 3.2 per head which was spent through GOB Budgets in 1994/93. Some low-

income countries, such as Ghana and Eritrea, have experienced similar financial problems
with implementation.

Mobilising Additional Resources

As indicated above, much of this report has been concerned with highlighting potential resource
gaps in the future. Consequently, its recommendations must deal with strategies for resource
mobilisation and reallocation. While Section D examined rcallocations within each sector and

Scction E analyscd the feasibility of adopting a PEHS, it is worth briefly considering other
TCVCNucC raising strategics.

\
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Reallocating resources from other sectors

It may be possible for the GOB to reallocate resources in the Budget process to the health and
population sectors. What kind of reallocations would be needed to fund the extra expenditure
idertified 1n this report? Table 21 displays the results of HEU's analysis. It highlights the
resource gap for each sector commensurate with our initial projections and compares this with
the potential expenditure for each sector The required share of total expenditure 1s then given
in bold. For the health sector the share of GOB's Budget expenditure should rise to 6.9% in
1998/99 and 1n the popularion sector it should increase to 2.5% in 2001/02.

Table 21: Budgetary Reallocations to Bridge the Forecast Gap,
1997/98-2001/02, USS 1994/95 million

1997/98 | 1998/99 | 1999/00 | 2000/01 | 2001/02

|

Potential Funding - Health | 230 242 236 268 281
L (5.9%) | (59%) | (3.9%) | (3.9%)| (3.9%)
Potential Funding - Populaton ] 63 66 69 | 72 73
L (16%) | (16%) | (169 | (1.6%) 1 (1.6%)
Funding Gap - Health | 26 | 41 29 | 19 | 9
Funding Gap - Population ! 14 20 26 | 34 42
Required Funding - Health : 236 283 283 l 287 290
, | 65%) | (69% | 66%) | (6300 (519
Required Funding - Population i 77 838 93 ‘ 106 117
L0 | 219 20| 24%) | (25%

Source: HEU

Nevertheless, reallocation cannot be pursued blindly. It is short-sighted merely to exhort the
GOB to raise additional revenue by this method The GOB has many prionues Indzed the
health status and family planning decisions of the population are affected by many sectors of
the economy, not just those under the direction of the MOHFW. In economic terms the quesuon
may be posed: “What is the opportunity cost of reallocating resources to the health and
population sectors?” If such resources could educate more girls in secondary schools or provide
farmers with more stable incomes, are the funds best employed in PHC activities? How does
investment in a FWC compare with investment in secondary education? The answer is by no
means clear. An analysis of 19th century Britain revealed that increased food production and
better sanitation were arguably more important for health than medical interventions

(McKeown 1979) This report merely raises such questions so that informed planning can
precede reallocation decisions.

Raising revenue from Non-GOB sources

Various other options are open to GOB to bridge the gap. Some involve the direct mobilisation
of resources from households. User fees in particular have been considered by many
goverminents needing to raise additional resources. Received wisdom, however, indicates that
its potential for revenuc generation is himited, its acceptability depends on tangible qualitative
gains in service, and it may have an adverse impact on the poor. This is perhaps a little too
damning. Uscr fees in sccondary and teruary facilities may encourage rcvenue generation, thus
freeing government resources for primary activities. Jnsurance is also a popular option with

many countrics and it may be useful for the GOB to draw lessons from the expenence of other
South and South East Asian countries in this field.
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A morc controversial option for GOB 15 to hamess the competitive forees of the privare secior
) to provide vanous scrvices. Where adequate regulation 1s in place such mitiatives mav well

' lower costs under the nght conditions A thorough review 1s needzd of opuons for GOB 1n thus
arca. NGOs provide an altemative delivery channel for many bas:c senvices The harmonmisauon
of working pracuces between GOB and NGOs would be an encouraging step towards
cfhiciency 1n the sectors.

Recommendarions

Planning

15 oniv cne step toward thz desien of future health and popuiaton programmes. Unzii thers
1s compiete agreement on the exact programmes and projects to be includad 1n the health
and popuiation sectors. expsnditure estimates cannot be finahsed.

Whilc pians remain incomnzicic expenditure 1orecasts can oniv be indicanve Thus report

e ldeally. data on opnmal runmung costs of facilities should be caiculated and incorperated
110 the forecast expenditures in each plan This wall require 2 wnit cost anaivsis of

cifferen: faciliues and perhaps even the development of procuciion cos: modeis

©  As 12 STIONUSS 1N each sector change fTom capial invesumen: to the financing 27 exusune
infrastructure 11 wili be vital for the GOB to meet recurrent costs. In pariicuiar. thare wili
02 extra demands on the funding of Operarnion and Mairtenarce and tha provision of

Medical Supplies. which must be met for the achievemnent of GOB objectives

The Population Sector
Opuions for n2lping to closz thz forecas: rasource gap are set out bzlow

* If planned construction on FWCs and the Contraceptive Manufacturing Plant is delaved.
the resource gap is closed for 1997/98 and halved for 2001/02

» 1f GOB boosts its allocation to the populaton sector from 1.6% of total Budget
expenditure 10 2.0% in 1997/98. nising to 2.5% in 2001/02. the resource gap will disappear

The GOB may change the mods of delivery of family planning services to less intensive

forms. but the cosr-effecniveness of this approach needs to be assessed fullv. The HEU is
currently designing such a studv

The GOB may examire other options such as incentives or savings schemes while also
making greater use of NGOs andor the pnvate sector under appropriate regulation

The Health Sector
Pessible strategics to bridge the projected resource gap in the health sector are sct out below
The GOB could restrict or delay sorme of 1s planned capital invesiment activinics,

. especially in secondary and teruan facihitics. in order to allow sufficient funds to mect the
\ expected costs of running an expanded health infrastructurce.

35




Balancing Futurc Resources and Expenditures HEL. MOHFW

* Recallocate funds to the health sector until 1ts share of total GOB Budget expenditure
reaches 6.9% 1n 1998/99 up from 3.9% 1n 1994/95

* IfPHC activities are given an addinonal 3% share of the Budget allocanon for health 1n
1996/97 and 1997/9%. there will be sufficient funds to run planned PHC acuniues.

* If the GOB wishes to proceed with a PEHS . it may decide that 1t can only provide
essential services for the poor and let other income/wealth brackets pav for themseives
Alternauvely. 1t may design a critical package of health services which is withun 1ts
financial means This may be broadened out to a PEHS once resources allow

GOB should proceed wath 1ts pilot study of the impact of user fees withun tac health sector
Additional research areas should be the porennal for GOB regulanon 1n relauon tc the

operations of the private sector and NGOs. and an assessment of the viabliity of a social
nealth insurance scheme.

* GOB mught explore the efficiency gains which could be mads at the facihinv level For

instance. better training and guideiines for medical <~ -2z rovements n admimisirazion
and organisauon of faciiinzs. and manipulation of Budget incs=iives may all save vaiuabis
rasourcas ‘
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Appendix 1: The HEU Revenue Simulation Model

The starting point for the model 1s the assumption that tax revenucs represent the main source
of Government income and that these arc dependent on tax rates. the level of economuc acuviny

and particularly the level of trade. This rclauonship is expressed mathematcally in equauon (1)
below:

R =f(GDP,M.x, V) (N
where:
R = Government tax revenue
GDP = Gross Domestic Product
M = the value of imports
™, = the rate of tax 1
V = a vector of other vanables

Specifying a funcuonal form f(.) for equation (1) allows it to be estimated by ordinary least
squares. This provides the basis for forecasting future tax revenues based on alternauve
assumpuons for GDP growth and other appropnate variables. Sensiuvity analysis can then be
undertaken using different growth assumptions..

The pext stage of the modzl 1s to simulate the Government resource envelope. Thus assumes for
simpiicity that Government expenditure in any vear (E) must equal the sum of income from tax
evenues (R). income from non tax revenues (NT), aid grants (A) and concessional and
commercial loans (L). This can be expressed as an accounung identity as follows:

E =R+NT+A+L (2)

where all the vanables are defined above
Resources mobilised through cost recovery measures would by definition be included in non-

tax revenue (NT). Alternative assumptions can be specified for the level and growth of each
tvpe of resource except tax revenue, which is already estimated as per equation (1).

The future share of Government expenditure going to the health and population sectors depends
on future budget allocations and can be written as follows:

E" =¢"E (3)
and E® =¢°E
where:
E" = expenditure on health
o" = Government budget share devoted health expenditure
E” = cxpenditurc on populauon and family welfare
¢.”

= Government budget share devoted to population and family planning expenditure

The Government budget shares for health and population. ¢ and ¢ ,can be either based upon
histonic precedent or reflect government policy statements.

Combining cquations (1). (2) and (3) gives:

4
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