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Table 5.2.1 Performance Measures for Sustainabilit 
SUST AINABILITY 
Indicators 

so as 

Source 

of fee revenue to total health sector recurrent Health toAIJtollUH'Wto review doc 
of recurrent health fmanced by 

external sources 
of revenue due to ext:ml)ti()llS 

Trends in recurrent health sector eXl)en:diture 
Effective referral 

Indicators 
• D~~,_~,'+;~,~ and criteria for ext:II)J,ticm Health Service Area 

• Utilisation 
• Assessment of fee revenue use relative to quality irn1nrrmprnp'TI 

service extlansion. 

• Methods allocation to the different Qe()Qf'anlhic areas, 

and 

Public sector investment 
records 

Documentation 
Interviews and documentation 

annual 
Documentation 

Interviews and documentation 
Interviews and documentation 
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Table 6.3.1: Critical elements of the context of 
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External 
Factors 

.. Government had •. m.,"!,,'-''' 

coverage. 
universal 

.. New in new individuals in senior PO:>lWJllS in 
1986 (prllllcl.pal OP{,lcpt" ..... po Ministers and Ull""''''''''' 

.. Lack of a democratic culture in the arena. 

.. elitist and and 

.. existed was 

.. In 1993 rule ended with democratic elections and senior 
an·"p,--nl1np11t officials once 

.. Government was PY''"Ipr,pn(', econonuc crisis and extreme of 

.. 

.. 

.. 

.. "'!';,UUl',",'UlL econonuc 

.. Government undertook to reform the sector aOllPilllg 

.. ... "'UlU"... led to low staff morale because of 
and 

consumables in the health sector. 

.. Financial and human resources 
very little or no revenue and financial 

.. Predominance of inefficiencies due to a poor H"U£~'5,"u""n culture and 

.. Absence of effective and evaluation 

.. economic on international aid "F.'V"'-',",,,. 

.. Macro-economic and other national I-'V"".'''''''' ~1T,rm':rI" 

external actors and .~~.~'" o""~ sector reform and 
fee !-,Vlllv'''''1 

.. High presence and influence of external consultants and technical 
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nrllrw'h'services vertical programs. 
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Table 7.1.1.1 Number and criteria of "'""',"I'\"I,n1'. 

Criteria 95/96 

Blood donors 
Tuberculosis 

Malnutrition 
Social Welfare 

151 
6 
91 
54 
580 

Health Workers 65 
25 No reason rAr,nnr",,, 

Elizabeth II ... "" ........ 

one can see 

more 

"'","U"""U,JU" were 

were concerns 

Records 

1398 
147 
72 
10 
24 
44 
63 
13 
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Figure 7.1.4.1 Trends in resource allocation by geographic area 
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Table 7.1.1.2 below provides a summary of the conclusions on the impact of the fee 

policy on equity, based on the indicators that have been identified. 

Table 7.1.1.2 Summary of u~r fee eolicv ImeaCI on egulty 

Indicators Results Effect on equity 

• Exemptions inclusion of the non-poor Negative 
ineffective exemption schemes Negative 

• Uti lization Ambiguous -
-

• Revenue use highly centralized revenue control Negative 
---

• Resource allocation incremental budget system Negative 

7.2 POLICY IMPACT ON FINANCIAL SUSTAIN ABILITY 

7.2.1 Trends in MOH Cost Recovery Ratios 

Diagram 7.2.1.1 below indicates that the cost recovery ratio hit its lowest in 1987/88 

at 5%. It was also during this year that user fees were increased and the following 

year the cost recovery ratio increased by over 100% to 10.4% but after that cost 

recovery fell gradually in percentage terms. In fact since the time that fees were raised 

until 1994/95 there was only an overall I % improvement in the cost recovery ratio. 

Note also that the 19984/85 cost recovery ratio (6.5%) is higher than the 1994/95 ratio 

(6%), which indicates that the fee policy has had a marginal impact on sustainable 

cost recovery and thus financial sustainabi I ity. 
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Figure 7.2.1.1 Trends in MOH cost recovery ratios 
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Data taken from Phalatsi, 1991 and Health Expenditure Review Document, 1996. 

7.2.2 Expenditure, Revenue and Cost Recovery Ratios by Geograpbic Area 

Due to difficulties of accessing data from 1988/89, when the policy was implemented, 

the analysis has had to rely on data beginning from 1992/93. Since it is trends being 

considered conclusions could be made about the impact of the policy in tenns of cost 

recovery across different geographic areas. Table 7.2.2.1 below provides absolute 

figures of expenditure and revenue from 1992/93 to 1995/96 across the different 

districts. 

The table reveals that expenditure has generally been on the rise across the districts 

especially Maseru, with exceptions being Leribe and Mokhotlong where expenditure 

fell in 1994/95 and in Mohale's Hoek in 1995/96. Fee revenue increased in absolute 

tenns between 1992/93 and 1993/94, in all the districts except Mohale's Hoek. This 

improvement can perhaps be attributed to the policy amendment that came into effect 

in 1992 (see section 6.1.1.2.2). From 1994/95, fee revenue started to fall in Maseru 

but continued to rise in the rest of districts except Thaba-Tseka and Qach's Nek where 

it fell 1995/96. These patterns of fee revenue may be due to inefficient billing and 

collection systems in Maseru and worsening disease burden in the other districts 

(Lesotho Health Profile Report, 1993 and Poverty & Health in Lesotho, 1996), which 

increased demand for health care. 
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Table 7.2.2.1 Revenue and Ex enditure in Absolute Amounts !.!!::~~!L... __ 

District 

rates 
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more costs. assessment on 
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25183 
118830 

cost 
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Figure 7.2.3.1 Trends In Health Settor Expenditure 1 989-J 995/96 
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7.2.4 Trends in Sources aod Volume of Healtb SectOr Finances 

MOH finance from external sources illustrates fhe relative dependence of the MOB 

on these sources, hence one seeks to assess whether the fee policy effectively reduced 

dependence on injections of finances from loans and grants. Figure 7.2.4.1 below 

summarises the trends in sources and volume of MOH finances from the government 

as well as from loans and grants. 

Figure 7.2.4. 1 Trends in source Ilnd volume of Health Sector Financlng 
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Dlita taken from Lesolho Estimates 1990/9} -1995/96 

During the period reviewed, there appears to be a synchronized relationship between 

loans and grants. between I 990J9 1 and 1995/96, in that a fall in the proportion of 

MOH grants is consistently accompanied by a rise in the proportion of loan financing. 

In the first three years until 92/93 there is a slight decline in the proportion of health 

expenditure financed by government. This may be a result of structural adjustment. 

which limited overall government expenditure including MOH expenditure (see 

section 6.1.3.1.2). However. ITom 92/93 the proportion of government financing for 

the health sector increases steadily and actually increased from \5.6 1.0 36.5% over 

this period. Over the same time total external funding fell from 82 to 63%. Figure 
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7.2.4.2 below shows the patterns of external funding for the health sector relative to 

external funding for the public sector as a whole. 

Figure 7.2.4.2 Comparison between level of MOH and GOL exteroal dependence 
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The percentages of external sources of funding for both the MOH and GaL indicate a 

slight decrease over time but the figures are still over 60%, which is still considerably 

high. This apparent reduction in dependence on external financiers cannot be 

attributed to the fee policy, given the trends in cost recovery (see figure 7.2.1.1) The 

pattern of increased govenunent contribution to public sector expenditure and MOH 

expenditure in particular, relative to loans and grants can be understood if one 

considers the positive change in economic activity due to the Lesotho Highlands 

Water Project (see chapter 3, section 3.4), the benefits of which were reaped in the 

early nineties. 

7.2.5 Effective Referral System 

In theory differential charges for services provided at different levels of the system 

encourage rational use of health services and thus enhance efficient use of healthcare 

resources (see section 2.1.3). The 1988 fee policy of Lesotho caters for this pre­

condition as charges are different between health centres and hospitals. although they 

are not different between district hospitals and the national referral hospital. Whether 

or not health service use is rational or not, is questionable however, especially if one 

considers the lack of clarity on policy goals (see section 6.1.1.2.1.2). The evidence 

available points to limited effectiveness of the referral system, hence inefficiencies, 

which in turn compromise finanCial sustainability. 
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