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EXECUTIVE SUMMARY

Resources available in the Malawian health sector

The Malawian sector spent about 3.3% of its GNP on health services in 1995/96. The public sector alone
spent about 6.2% of its total revenue on health services and this is much high than most other Sub-
Saharan African countries (e.g. Zambia, Kenya, Uganda). Despite such high levels of public expenditure,
Malawi’s social and health indicators are among the worst in the world. The majority of the Malawian
population suffer from a large amount of preventable illness and premature death which could be

treated/prevented by simple inexpensive medical interventions.

This scenario raises questions with regard to the government stated priority to primary health care and
- preventive health services. This investigation therefore was undertaken in order to quantify the total
health care expenditure in Malawi and its distribution and then evaluate its equity and efficiency

implications for the delivery of health services.

The analyses focused on the public health sector due to the fact that the public health sector is the largest
provider of health services in Malawi and its services are free of charge. It was therefore felt that a
detailed analysis and evaluation of this sector could go a long way in improving the health status of the

majority of Malawians within the resource envelope.

Much as there is an absolute scarcity of resources in the Malawian health sector which could justify the
proposed introduction of user fees, community financing schemes and social health insurance, there is
currently a maldistribution of resources. The limited resources available in the health sector are
inequitably and inefficiently distributed. This means that adding more resources to such a maldistributive

system would exacerbate the current inequities and inefficiencies.
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It has been found that the Malawian health sector relies heavily on general tax revenue (about 47% of the
total recurrent expenditure in 1995/96 financial year and donor funding as the second largest source of
finance contributed 21.5%). This means that any drastic changes to this source would greatly affect the
health sector. Malawi is currently undergoing a period of economic crisis, has a high population growth

rate of 3.2% per annum and has a high prevalence rate of AIDS related illnesses.

This scenario places the Malawi Government in a dilemma. On one hand there are poor economic
prospects, while on the other hand there is a high population growth rate and high prevalence rate of

AIDS-related illnesses which would consume the very few resources available in the health sector.

Resorting to health sector reforms such as user fees and social health insurance in the face of a small
formal sector and high levels of poverty would first require addressing the current inequities and
inefficiencies. Further investigation is required to evaluate the efficiency of these proposed schemes as

financing sources and their equity implications in terms. of the delivery of health services.

Current resource distribution patterns in the Malawian health sector and its equity and efficiency

implications

This investigation has found that much of the public health sector recurrent spending is on two inputs,
namely salaries, and dmgs and medical supplies. These two inputs consumed about 68.3% of the total
public health sector recurrent expenditure in 1995/96 financial year. Efficiency gains could be achieved
in the input of drugs and medical supplies but not in salaries.

There are indications that drugs are currently poorly distributed and there is irrational prescribing
practices and supply is not based on need (MOHP, 1995). In salaries, it is unlikely that efficiency gains
can be achieved as the salaries are already below the true market level and the purchasing power of these
low salaries is also being seriously eroded by an inflation rate of over 60% and the high user fees for
electricity, water and telephone bills. Another 8% of the total public recurrent expenditure in 1995/96 was
on MOHP headquarters administration. This means that only 23.7% of the total public recurrent
expenditure was spent on consumables and services such as training and maintenance in 1995/96 financial

year. This situation must be reversed.
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Contrary to the international experience that tertiary health care level consumes over 30% of the recurrent
public sector budget, Malawian central hospitals consumed only 17.8% in 1995/96. This, however,
deserves an explanation. There has been reduction of budget allocation to central hospitals in recent years
without taking account of the volume of activities and quality of patient care. The results have been a
lack of basic supplies at these central hospitals and poor quality of patient care (Franco et al 1995, Franco
1995). This situation need further investigation as budget cuts should not result in compromising quality

of care.

The primary level care had a share of 24.9% in 1995/96 financial year and yet this is the level of care
which caters for the majority of the MalaWian population . Much of the public resources are

/ disproportionately spent on curative care (about 80 % in 1995/96 financial year). Preventive care had a
" share of only 5.8% of the total public health sector resources.

This shows that that the public health sector is not spending its resources on cost-effective strategies.
Provision of health care should aim at devising strategies which are equitable and efficient such that there
is value for money. The major goal should be reducing probability of being ill (preventive health care)

and not construction of many health facilities for the ill to visit them (curative care).

There is geographic inequity of resource distribution. The Northern region has the highest number of
health personnel per 100,000 population apart from doctors compared to the Centre and South who have
the greatest capacity to benefit from health séctor spending (the South has the worst socio-economic and
health indicators compared to the North and Centre). The North has the highest expenditure per capita
compared to the Centre and South. Resources have to be shifted from the North to the South and partly to
the Centre and this should be done gradually to avoid disrupting health services in the regions.

The urban areas have more resources than they actually need, while rural areas have éerious shortages
despite having the great burden of ill-health. As previously mentioned, Malawi’s population is
predominantly rural and the prevalence of diseases is high in these areas. This shows that there is
inequity and inefficiency in health care provision.. It is therefore questionable that the sound delivery of

health services, as envisaged in the Health Policy Framework Paper of 1995, will ever be achieved.

o mamr  t v el e mar e e e . R
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There are indications that there is inefficiency in the public health sector. The administrative structure is
centrally organised leaving little room for decision-making at lower levels. Hospital/peripheral managers
should have adequate powers to make decisions as regards their resources without fear of reprisals from
central level. Should they feel that there are efficiency gains in re-allocating expenditures on various
inputs, they should be able to do so. This, however, should be seen in the light of skills available at the
lower levels, otherwise it would perpetuate inefﬁcienéies. A detailed analysis of this situation is required.

There are indications that improvement in hospital management cduld reduce some of the inefficiency
issues noted in this study. Average lengths of stay varied substantially within levels of care in the three
sampled district hospitals and this could be true for the remaining public sector hospitals. However,
average length of stay were almost the same between levels of care i.e. between central and district
hospitals. These differences in average length of stay are often a result of differences in discharge policies

and not case mix (Bronwel and Roos, 1992).

A further investigation could show that some hospitals have more efficient discharge policies than others,
but that some categories of patients are kept longer than necessary and vice-versa. In this case, efficiency

gains could be achieved by standardising discharge policies according to case mix groups.

The public sector hospitals sampled in this study have high bed occupancy rates. Barnum and Kutzin
(1993) noted that efficient hospitals should be operating at 85-90% bed occupancy rate. However, high
bed occupancy rates dot imply that these hospitals have lower costs. The high bed occupancy rates are
mainly a reflection of hospitals which are busy, overcrowded, have high bed turnbver rates and long
average lengths of stay. This situation requires further investigation as it could be found that they are
incurring higher unit costs for staffing, administration and maintenance.

The major reason behind these inequities and inefficiencies in resource allocation could be the lack of a
rational methodology for resource allocation. Resources in the public health sector are not allocated on
the basis of any indicator of need; be it population size, morbidity and mortality, age and gender or even
the workload for various health facilities. This situation must be immediately redressed as it perpetuates
inefficiencies and inequities in the health care system. It could be possible to achieve huge gains from
equity and efficiency improvements rather than concentrating all efforts on considering the introduction

of user fees, social health insurance and community financing schemes.
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Inequities and inefficiencies must be first reduced in the public health sector by implementing
decentralisation (accompanied by training of lower level personnel and appropriate equipment) and
introducing a needs-based formula for funding health services. Thereafter, the revenue generation
potential and equity implications of the proposed reforms ( user fees, community financing schemes and

social health insurance) can be investigated.
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SECTION 1: BACKGROUND TO THE PROBLEM

1.1 INTRODUCTION

The Malawian health sector is faced with a serious recurrent expenditure crisis. Buildings are
deteriorating, most equipmeat has ceased functioning, and the quality of patient care has declined due to a
lack of drugs and supplies. Most vehicles are grounded and district supervision and support services are

- not routinely provided. Real wages of health workers have decreased with the inflation rate of over 60%,
and this is likely to have been a major contributory factor to the fall in staff morale and diligence.

In its Health Policy Framework paper (1995), the Malawian Government has clearly identified its major
constraint to efficient and effective health service delivery as inadequacy of financial resources. This
absolute inadequacy of financial resources has prompted the Government of Malawi to look into
alternative ways of raising additional revenue for the health sector and this has included considering the
possibility of introducing: user fees for public health services, which are currently free of charge,
including food for patients, transport and laundry, in a phased manner starting with central institutions;
community financing schemes; and social health insurance.

While it is indeed true that there is a widening gap between the health needs of the population and
financial resources available to the health sector in Malawi, caution must be exercised as increasing the
financial input to a maldistributive, malfunctioning system would only perpetuate these problems. An
example could be the Government’s total revenue allocation to the health sector. The Malawian
Government currently devotes about 7% of its total revenue to health. Despite such expenditure levels,
Malawi’s health and social indicators are among the worst in the world. The Malawi population suffer
&omnhugcamountofmvmubleﬂlnessandpmmankedmhmawiﬁomt 1995). The majority
of the disease can be prevented through simple, inexpensive medical /health care interventions. This
scenario raises questions with regard to the extent to which the govemment’s stated prierity to primary

 health care and outreach services at the village level, which would benefit a greater percentage of the
mmmmwﬁwhmmmwmmyﬂmd&mm“dﬂn
government reseurces).



It should be noted that there is currently no data on total spending from all sources, how much is provided
by each source and on what is it spent. Without this information, there is no basis for prioritizing among
health care objectives, evaluating alternative ways of raising finance and allocating resources, or for
developing efficient and effective ways of providing health services. This therefore, means that all the
proposed health financing reforms will not address the critical issue of obtaining better value for money
from health sector spending. Related to this is the fact that raising and allocating funds should aim to
maximize the benefits to society, i.e. improve both allocative and operational efficiency. The devised
mechanisms and strategies aimed at achieving the desired health objectives should be cost effective and
equitable, especially in this decade of inadequate resources and ‘health care cost explosion’.

1.2 AIMS AND OBJECTIVES OF THE DISSERTATION
1.2.1 Aim of the dissertation

This dissertation is mainly an attempt to quantify total health expenditure in Malawi, and to evaluate the
efficiency (technical and allocative) and equity of the current health care resource distribution patterns.

1.2.2 Objectives of the dissertation

This study was undertaken in the Malawian health sector and specifically focused on:
1. Quantifying total health care expenditure in Malawi;
2. Documenting the distribution of total health care expenditure by source of finance: public, employers,
households and donor funding;
3. Describing the distribution of health care expenditure by:
i) input category: salaries, drugs, training, transport, food provision, maintenance, Ministry of
Health and Population (MOHP) headquarters administration and other -
ii) level of care: tertiary, secondary, and primary
iii) type of service: curative/preventive
iv) geographic area: region, urban/rural
patterns in Malawi and consider the policy implications arising from this evaluation.



1.2.3 Hypothesis of the dissertation

' “The major hypothesis in this dissertation is that, in the face of limited resources availsble to the health
sector in Malawi, the health status of the majority of the Malawian population could be improved through
a more efficient and equitable allocation of the limited resources currently available rather than by
concentrating all efforts on looking at altcrnative ways of bridging the resource gap, which is not yet
known.

L3 OUTLINE OF THE DISSERTATION

This dissertation has been organized as follows:

In section 2, an overview of Health Expenditure Review (HER) and National Health Accounts (NHA),
their importance, methodology, and examples of countries which have undertaken them is documented. It
also reviews economic objectives of health cdre (equity and efficiency) in greater detail. Equity and
efficiency in relation to both the delivery and financing of health care are considered.

In section 3, an overview of the general economic and social structures in Malawi relevant to the health
sector, is presented. This includes a review of the administrative, political and social system, a macro-
economic overview, and consideration of key socio-economic indicators. It also reviews the health sector
in Malawi, the health status of people and the providers of health services .

In section 4, the methodology used in quantifying current health care expenditure and financing in
Malawi is examined.

In section S,thetom!healdlweapendiminMalawiispmmmsisfoﬂowedby a description of
public health sector and its sources of finance and expenditure. It also documents the distribution of -
public health care resources by level of care, type of service, input category, and geographic area. In
addition it examines the private health sector, its sources of finance and providers, namely the mission

Section 6 analyses the current patterns of health eare expenditure in Malawi with regard to efficiency and
equity. This section mainly looks at the current forms ef service provision and resource allocation
petterns. Ways of improving the existing use of the resources in the Malawian health sector which could
benefit the majority of the Malawian population are also addressed.



Lastly, section'7swnmmimdiekcyﬁndingsofthisstudywiﬂ:wgatdtomehyeeommicobjwﬁvesof
health care, namely efficiency and equity, and identifies the major challenges facing the Malawi
government in its efforts to improve the poor health status of the majority of the Malawian population .



SECTION 2 : AN OVERVIEW OF HEALTH EXPENDITURE REVIEWS (HER) AND
NATIONAL HEALTH ACCOUNTS (NHA) AND ECONOMIC OBJECTIVES OF HEALTH
CARE

2.1 INTRODUCTION

This section reviews health expenditure surveys or health expenditure reviews and national health
accounts with regard to their definitions, importance and data sources and methodology used in
undertaking them. Thereafier, it reviews the key economic objectives of health care, namely efficiency
and equity.

‘22 AN OVERVIEW OF HEALTH EXPENDITURE REVIEWS (HER) AND NATIONAL HEALTH
ACCOUNTS (NHA)

The scarcity of resources in the health sector at the time of the growing demand of bealth care (resulting
from increase in education, diseases, growing and the ageing populations) and pressure from
international organizations especially in developing countries has led many governments to call for health
sector reforms. By undertaking such reforms governments expect to provide quality care more efficiently
and equitably within the resource envelope (Newbrander et al 1994, Berman 1996). The major obstacle in
undertaking such reforms, however, (much worse in developing countries) has been lack of
comprehensive accurate information on health expenditures and financing sources (Griffiths and Mills
1982, Newbrander et al 1994, Berman 1996).

An attempt to fill this knowledge gap has been made by several international organizations and academic
institutions through conducting Health expenditure Reviews (HER) and National Health Accounts
(NHA). These organizations and institutions include: Sandoz Institute for Health and Socio-Economic
Studies (Griffiths and Mills 1982, the World Health Organization (Mach and Abel-Smith 1983), United
Nations Childeren’s Fund, Organization of Economic Co-operation and Development (OECD), the World
Bank, Data for Decision Making (1995).
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Basically Health Expenditure Reviews (HER) and National Health Accounts (NHA) attempt to quantify
total expenditure by source and use. They are similar in the sense that they both attempt to answer three
basic questions namely:

1.What is the total expenditure on the health sector?

2. What are the sources of finance and how much does each source provide?

3. On what is it spent?

They,howeva,havesomcdiﬂ‘ermwiﬂuegardtothemethodolog)uHERareonee-offwhileNHAm
routine and rely heavily on statistical modelling (Berman 1996, Mclntyre 1997). The other difference is
that the NHA presents health expenditure data in a detailed matrix of sources and uses, i.c. shows the flow
of funds from sources to uses (Berman 1996).

In order to highlight their impertance and the contribution they have made towards filling the knowledge
gap in total financial resources available in the health sector; and how it is distributed, a few examples of
countries which have undertaken these studies will be reviewed.

2.2.1 Significance of Health Expenditure Reviews and National Health Accounts

There have been a number of detailed HER and NHA studies which have been conducted. For example,
a study was conducted in Korea with the aim of providing a baseline review of heaith sector financing and
expenditure, prior to the introduction of new medical insurance programme in 1977 (Park 1977). The
results were valuable. It showed the enomous importance of private sources of finance which accounted
for 87% of the expenditures. It also showed the very rapid growth of health expenditures which |
quadrupled for private expenditures and tripled for public expenditures between 1970 and 1975 alone
(Park 1977).

The importance of complete evaluation of expenditures and financing in the health sector was again

demonstrated in the results of a study which was done in Bangladesh (Cumper et al, 1978). The

importance of private sources of finance, which provided 87% (as in Korea) of curreat expenditures was
revealed (Cumper et al 1978). The fundamental reliance on drugs was highlighted (by self-medication and
prescription from physicians and traditional healers) which accounted for 80% of private cusrent



In addition, the study showed that they were imbalances of per capita health expenditure between urban
and rural areas: there was urban to rural ratio of 3:1 for total expenditure, 2:1 for private expenditure, and
14:1 for public expenditure (Griffiths and Mills 1982).

Another study in Botswana, showed that the health sector expenditure was over three times higher than
previously thought from public accounts, amounting to 5.3% of Gross Domestic Product (Kam et al
1977). Current expenditure was found to be financed from government sources (46.6%) with foreign aid
being the second largest source (33.2%), and private sources accounting for only 16%.

The other most recent health expenditure review study was conducted in South Africa (McIntyre et al
1995). This study aimed at providing information on health finance and expenditure in order to manage
structural change. It was found that there were substantial resources available for meeting the health needs
of the South Afsican population (Mclntyre et al 1995). However, there were gross inequities in the
distribution of these resources between public and private sectors, between levels of care and between
geographic areas (Mclntyre et al 1995). A major redistribution was therefore required, but this was to be
managed in order to minimize disruption of health services.

While the above examples have demonstrated the importance of HER, NHA methodology has also been

recently used in developing countries. Such studies have been conducted in Egypt (DOP and DDM 1995),

Mexico, Colombia, Zambia (Berman et al 1995) and their unique contributions include:

o higher totals, especially in terms of private expenditures as compared to the earlier estimates
undertaken using HER (Berman 1996).

e by systematically bringing together data on sources and uses of expenditure, they can provide answers
to several policy questions simultaneously and questions which could not be expected in advance
(Berman 1996).

Having seen the importance of HER and NHA as evidenced by the examples presented above, the issue
now is how do we go about undertaking them? In order to conduct HER and NHA a clear analytical
framework is required.

2.2.2 Analytieal framework for Health Expeaditure Reviews and National Health Accounts

The first most important step in conducting HER and NHA is the definition of the health expenditure.
According to Griffiths and Mills (1983), expenditure on health includes expenditure on activities whose



¢

primary purpose is health improvement. Thus, this definition excludes a large number of programmes
which influence the health of an individual, but whose primary purpose is not heaith. Such activities
include: subsidies for food, heating, housing and water (Berman 1996). Hence, different countries will
include expenditure on these activities in the national expenditure depending on whether they are
provided by the Ministry of Health or not. In countries in which the above services are provided by other
government departments, it is less likely that such expenditure on these activities will be seen as health

~ expenditures (Berman 1996). As Rannan-Eliya and Berman (1995) have noted this lack of universal

definition for the health sector can bring problems when it comes to international comparisons.

In this study, the definition of the health sector would be all health care activities (all medical activities
plus household and self care) excluding water and sanitation. This approach is in line with international
definition of the health sector which has been used widely (Rannan-Eliya and Berman 1995). It should be
noted that inclusion of other activities which enhance or promote health in the definition of health sector
would be difficult to estimate (lack of data and complicated procedures for separating the health

~ components), hence they are completely left out in this study. After defining the health sector, the next

step is to look at the sources of finance for the health sector.

Sources of finance are in most cases analyzed in terms of public, quasi-public and private sources. The
major important issue to note here, is the identification of all sources of finance and aiso quantifying how
much is contributed by each source (Griffiths and Mills 1983). Public/quasi public sources include:
general tax revenue, deficit financing, dedicated taxes, foreign aid, social health insurance and lotteries
and other forms of betting. Private sources include: private medical insurance, direct household
expenditure, community financing and charitable donations.

Having defined the health sector and identifying the sources of finance, the final step is to identify
activities and areas on which the financial resources are spent. Griffiths and Mills (1983), have indicated
that health expenditure data can be presented in a number of ways:

i) by type of service (¢.g. hospital, clinics, communicable disease control etc.);

ii) by geographic area (e.g. region, district, urban/rural);

iii) by pepulation group/service user (¢.g. sex, age, social class);

iv) by input category (e.g. personnel, drugs, equipment);

v) by service provider and;

iv) by diagnosis (major or important discase groups).



While the above presentation has been a good example of the format for HER, NHA methodology is a bit
different. NHAmmafo}mulaﬁonofﬂowofﬁmdsintermsofthmemajorlevels:theoriginal
sources, (i.c. not the intenmediaries), financing agents (i.e. organizations which pay or buy health services
and goods), and the health care providers or other categories of uses of funds (Berman, 1996).
Presentation of data in this manner would end up in the creation of matrices of “sources and uses” of
funds. Such matrices will be constructed in this study.

Having defined the health sector, identified the sources of finance and the activities on which the financial
resources are spent, a decision has to be made as to whether expenditure data for one financial year or
time trend will be collected (McIntyre 1997). If time series data are analyzed, then it will be necessary to
adjust the data to take into account of the inflation levels (McIntyre 1997). In this study, however, data for
one year (1995/96) will be analyzed. '

Much as the importance of HER and NHA could be appreciated and avéryclearanalytical framework
could be developed, the question now is, how do we go about undertaking them and where do we get the
information?

2.2.3 Sources of information for Health Expenditure Reviews and National Health Accounts

As pointed out earlier on, several manuals (Griffiths and Mills 1982, Mach and Abel-Smith 1983, DDM
1995) provide methodologies for undertaking HER and NHA. They also show that data sources are many
but require estimation. They indicate that much information from the public sector could be obtained
from expenditure accounts. However, they have indicated that in most cases such information is
incomplete. Griffiths and Mills (1983) have therefore indicated that in such situations estimation is
required. In addition, they have indicated that estimation is also required in situations where there are
virtually no records.

Griffiths and Mills (1983) have stressed that in these situations expenditure information could be obtained
through special surveys and interviews with samples of various service providers concerned, household
surveys, costing of prescription statistics and trade production statistics for drugs and medical supplies,
and estimates of revenue or expenditure from national income accounts.
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The other most important thing to note is that data should be assembled using the national accounting
principles of exhaustiveness and consistency (WHO 1978). This would assist in building up a matrix
which would eventually show the value of current transactions (payments and receipts) between the
health sectors and sub-sectors and other main sectors of the economy (WHO 1978). It is also important
that double accounting is removed or avoided (WHO 1978). This could be done by recording

_expenditures by the original sources of finance only and not the intermediaries (Griffiths and Mills 1983,
Berman 1996). When using government accounts it should be realized that only actual expenditures
should be recorded and not budget figures (WHO 1978).

In order to diagnose how well the Malawian health care system is addressing the health needs of its
people, health care expenditure and finance will be analyzed from the perspective of two economic
objectives of equity and efficiency in relation to the stated objectives and priorities of the Malawian

health sector.

2.3 ECONOMIC OBJECTIVES OF HEALTH CARE

“if scarcity did not exist, there would be no need to consider equity (who gets and who pays what and how much) or efficiency (what are the
costs and what benefits of different arrangements)....” (Wagstaff and Van Doorslaer 1993 p83. )

From the quotation above, it is clear that there is a scarcity of resources (in the health sector) and at the
same time the growing need for providing quality health services for all in response to the growing and
ageing populations. The pursuance of two main economic objectives, namely efficiency and equity has
beeﬁ accept;,d as a major goal of health policy amongst policy-makers in most health care systems
(WagStaff and Van Doorslaer 1993).

Let’s now briefly examine each of these two economic objectives. We will begin with efficiency

and thereafter we will look at equity.

2.3.1 Efficiency in the delivery and financing of health care

In order to clearly understand the issues surrounding efficiencyi, it is deemed necessary that we begin by
defining it. Efficiency could be defined as the allocation of resources in a manner which obtains the best
value at the least cost. In health care, efficiency could be categorized into three groups and these are:
technical; allocative and scale efficiency (Newbrander and Barnum 1992).



I1

Having defined efficiency and noted the forms it takes in the health care, it is important that we briefly
examine the forms of these efficiencies. This will ease our investigation as we will be better equipped to
know which efficiency could be present in the Malawian health sector.

2.3.1.1 Technical efficiency

Technical efficiency could be defined as production of any given output at a minimum cost, or
maximization of output with a given level of resources (McGuire et al988). For example, resources in the
health care system may be used in a technically inefficient manner if the number of inputs used e.g.
personnel, drugs, diagnostic procedures are not producing as many outputs as possible. The most practical
measure of output could be the number of lives saved or improvement in quality and quantity of life,
however, such measures require extensive data, hence the number of patients treated is often used as a
measure of outputs (Barnum and Kutzin 1993).

Conversely, achieving the same number of outputs using a number of different combinations of inputs (at
~ a lower cost) is another way of achieving technical efficiency. However, not all input combinations used
in the process of health care delivery could be technically efficient. Situations could arise where
inappropriate inputs are combined and this might lead to wastage of scarce resources (Barnum and Kutzin
1993). Such scenarios are common in developing countries and have included poor deployment of staff,
poor distribution of drugs and medical supplies and inappropriate use of equipment (World Bank 1994).

2.3.1.2 Allocative efficiency

Allocative efficiency could be defined as allocation of resources between the most cost-effective
interventions with the aim of maximizing the net benefit to the society. In this case interventions whose
cost to benefit ratio is lower are undertaken. When resources are efficiently allocated, it is not possible to
make someone better-off without making another person worse-off i.c. pareto optimality (McGuire et al
1988). According to McGuire et al (1988), they hold that if pareto optimality was possible, then
individuals’ well-being could be increased by changing the current resource allocation patterns.

In the health care system allocative efficiency could take the form of allocation of resousrces between
(curative/preventive), and levels of care (tertiary, secondary and primery) (Griffiths and Mills 1983).
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2.3.1.3 Scale efficiency

This is another form of efficiency. The operating costs of health care facilities are largely dependent on
the size of the facility and the number of patients that it sees (Barnum and Kutzin 1993). An example here
could be a situation whereby as the number of patients increase, fixed cost are spread over a greater
number of patients, thus reducing total costs. In this scenario, therefore, a health facility which sees few
patients is likely to have higher unit costs. It is possible to find an optimum range of bed numbers,
outpatients or inpatient days at each level of facility, below and above which average costs will increase.
This is what is known as scale efficiency or sometimes referred to as economies of scale. Analyzing
efficiency using this criteria could be done by developing cost functions for the short-run where some
costs would be fixed (Wagstaff and Barnum 1993).

2.3.1.4 Other efficiency issues

Culyer (1991) has looked at efficiency as:

e providing only those services, a regulatory environment and so on that are effective in the sense that
patients enjoy better health with them than without them;

o providing effective services at least resource cost;

e concentrating resources on those services that are provided at least cost and offer the biggest pay-off
in terms of health;

o providing such a mix of effective services at the least resource cost and on such a scale that the benefit
from using resources is neither larger nor smaller than their cost.

He argues that the elements of efficiency presented above can be thought of as consistent with equity. He
further asserts that the distinction between efficiency and equity is that efficiency is about maximizing
health out of existing resources while equity is about getting the distribution right.

Having looked at the definition of efficiency and the forms it takes in practice, it is necessary that we
develop a framework for its evaluation.
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2.3.1.5 Framework for evaluating efficiency

There is great need to develop a practical framework for evaluating efficiency in the health sector,
especially in developing countries where inefficiency is rampart (World Bank 1994). According to
McGuire et al (1988), evaluation of efficiency in the health sector has mainly been in terms of allocative
efficiency using the cost benefit analysis framework. Other studies, however, have derived hospital cost
functions so as to assess whether hospitals are efficient or not (Montfort 1981, Wagstaff and Barnum
1993) but only a few of these have been undertaken in developing countries.

However, due to limited data and time which was available for this study, efficiency issues will not be
evaluated in detail, therefore a practical framework relevant for evaluating efficiency in low income
countries will not be developed. An attempt will be made to provide some insights into some of efficiency
issues in public health sector. It is hoped that the distribution of resources between geographic areas
(rural/urban) relative to the prevalence of diseases will provide a good insight into the efficiency of the
Malawian health sector. Anotﬁer insight into efficiency issues will be provided by examining the
distribution of resources between levels of care and types of services using internationally recognized
norms of health care delivery (the cost-effectiveness of preventive vis-a-vis curative health services,

primary level vis-a-vis secondary and tertiary level, World Bank, (1994)).

Management and control of inputs into the health care system will also be briefly examined so as to
provide some additional insights into the efficiency issues in the Malawian health care system.
Comparison of unit costs between levels of care will be made. Hospital service indicators such as average
length of stay, bed occupancy and bed turnover rates will also be examined so as to check whether they
are outside the intemationélly; recogmzed standards.

It is necessary, however, that a brief explanation of these hospital service indicators be presented as they

will be used in evaluating efficiency in this study.

Average length of stay (ALOS) is the average amount of time spent in a hospital which is usually defined
as the mean number of days that an inpatient stays in a hospital from the time of admission to discharge.
The bed occupancy rate is defined as the proportion of beds occupied by patients at any given time.
Related to the bed occupancy rate, is the bed turnover rate which is defined as the average number of
patients per bed per annum. These hospital service indicators are strongly influenced by case mix, case
severity and admission/discharge policies at a particular hospital.
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We have looked at one of the economic objective of health care i.e. efficiency, let’s now examine the
issues surrounding the other economic objective i.e. equity in health/health care in the health care systems

in the world.

2.4 EQUITY IN HEALTH/HEALTH CARE

*“ equity, like beauty is in the mind of the beholder...”” McLachlan and Maynard 1982 page 82

As can be seen from the above quotation, it should be noted that much as equity in health/health care has
been accepted as a health policy goal, it has not yet been resolved as to what exactly it constitutes. It
should be noted, however, there has been an agreement that equity cannot be interchanged with ¢ equality’
(Wagstaff and Van Doorslaer 1993, Culyer and Wagstaff 1993).

" The equity concept could be defined as ‘a system of justice based on conscience and fairness’ while
‘equality’ is ‘the condition of being equal’, McDonald (1973). Wagstaff and Van Doorslaer (1993) have
noted that equity largely implies fairness, hence it could be judged fair to be unequal while equality is
about equal shares. A good example of equity in health care could be a situation where it could be judged
equitable to have unequal access to services whereby groups which are more vulnerable and have ill-
health have greater access (Wagstaff and Van Doorslaer 1993).

Thus, equity can only be achieved if a resource allocation formula is designed is such a way that it
distributes health care resources in a fair/just way within each society (Wagstaff and Van Doorslaer
1993). However, it should be cautioned that fairness is a value judgment issue. This therefore implies that
an equity goal adopted in health care system A can not be exactly the same as that adopted in health care
system B or C. This also means that a clear understanding of equity in health care system can only be
possible if one has the knowledge of the ideologies which influenced the definition of the equity goal
adopted in a particular health care system in a particular country. It is therefore important that we review
theories of social justice so as to have a thorough understanding of equity in health/health care.

et
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2.4.1 An overview of theories of justice in the health sector

As noted above, ideological perspectives influence a particular health care equity goal in a particular
country. At this point therefore, it is essential that we look at several theories of social justice that are |
relevant when one looks at the concept of equity with regard to health care. The theories include:

1) Libertarian theory : This theory considers resource allocation through market forces to be fair. With
market forces, this would mean the ‘invisible’ hand would allocate resources in a society, hence its
limitation as far as justice is concerned. This theory could be the basis for arguments that health services
be privatized so that resources are optimally allocated and that the government has no moral obligation

for the have-nots .

2) Utilitarianism theory: This theory supports the idea of maximizing the utility of the greatest number of
people. This theory is therefore much more related to efficiency as opposed to equity. Efficiency deals
with the optimum allocation of resources so as to maximize utility, while equity is about a fair

distribution of resources and not maximization of utility.

3) Maximin theory: This theory looks into maximizing the utility for the worst-off . According to Rawls
(1972), he suggests that if people were operating behind a “veil of ignorance’ where they do not know
their position in society, they would prefer to give priority in the distribution of social goods to those who

are worst off.

4) Egalitarianism theory: This theory refers to equal shares of a commodity, be it health or health care.
As seen from the definition, this could mean the equality of health or health care and it is regarded as the
most strict definition of equity as it implies that all individuals in society should derive equal health
within the health sector context.

5) Marxist theory: This theory depicts the importance of needs in the distribution of services. It has been
defined as ‘from each according to his/her ability, to each according to his/her need.’ In this case it also
implies that the distribution of health care resources should be on the basis of need rather than the ability
to pay (Wagstaff and Van Doorslaer 1993).

As seen from the above theories, it is now clear that a health care equity goal adopted by a particular
health care system is dependent on an ideology. In addition, it is highly unlikely to find only one theory

of social justice prevailing in one particular health care system in a particular country. For example, pure
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cgalitarian, pure libertarian or pure Marxist. In practice therefore, Wagstaff and Van Doorslacr (1993)
have noted that only two of the above theories of social justice, namely egalitarian and libertarian are
found in most health care systems but in a mixed manner with different degrees of emphasis on equity.
For example, in Malawi, the government has realized the problem of over reliance on egalitarian type of
health care system and is currently considering pursuance of a policy based on some market forces.

Related to the above, it could be said that, since the health care equity goal adopted by a particular
country is a function of theories of social justice, it is therefore more likely that the definition of equity in
practice is strongly influenced by these theories. Thus, it is important to see how these theories of justice
have influenced the definition of equity in health care systems. In most cases, the concerns for equity is
interpreted generally as providing a basic level of health services to all (Wagstaff and Van Doorslaer
1993). While this definition might be plausible, it has its shortcomings hence, a review of definitions by
Mooney (1986) is required.

2.4.2 An overview of alternative definitions of equity in the health sector

It has been argued by Mooney (1986) that there are seven alternative definitions of equity in health
including:

1) equal expenditure per capita: this is aimed at attaining an equitable allocation of financial resources to
2) equal inputs/resources per capita: this reflects different price levels and therefore different ability to
purchase health care inputs in different areas.

3) equal inputs/ resources for equal need: this definition reflects differential need for health services, for
instance relating to different age and gender profiles in different areas.

4) equal access to health care for equal need: this particular definition relates to differential costs to
individuals in obtaining access to health care, for example transport and time costs.

S) equal utilization of health care for equal need: this reflects the consideration of both supply and
demand factors, and discriminating positively in favour of those less willing to use health services.

~ 6) equal marginal met need: this definition mainly looks into improving the geographic equity of resource
aliocation and is based on the cost-benefit approach to equality of health.

7) equality of health: this is the most difficult thing to achieve as it requires more than just provision of

health care resources.
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Having looked at the above alternative definitions, it is necessary that definitions which are most
frequently used in health care systems around the world be examined. In most health care systems, policy-
makers have looked at equity in the following four ways (Wagstaff and Van Doorslaer 1993).

e distribution according to need '

e equality of access

o equality of expenditure per capita

o equality of health

In this study, however, equity will be evaluated in terms of distribution according to need (or the capacity
to benefit) and equality of expenditure per capita. qulityofwcusandequalityofhealﬂxwillbeleﬁom
as they involve a lot of data and value judgment.

2.4.3 An overview of equity in practice

In practice, equity takes two forms, namely equity in financing and equity in the delivery of health
services. According to Wagstaff and Van Doorslaer (1993), they have noted in their review of health
policies in several European countries, that policy-makers are greatly committed to the notion that all
citizens should have equal access to health care.

This study is an analysis of equity in the delivery of health services in Malawi. An attempt will, however,
be made to examine equity in the financing of health services in Malawi. Equity in financing of health
services is an issue because some Malawians have access to government facilities free of charge while
others only have access to mission facilities where they are charged user fees. This occurs because
government or any provider may not build a facility where a mission facility (or any other facility)
already exists (MOHP 1995).

An examination of the forms of equity noted above is of paramount importance as they will provide us
with a clear understanding of the issues surrounding equity in health/health care in practice.
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2.4.3.1 An overview equity in financing of kealth care services

Evaluation of equity in the financing of health services mainly takes two forms, namely vertical and
horizontal equity. According to Culyer (1991), he defines horizontal equity as the like treatment of like
individuals and vertical equity as unlike treatment of the unlike individuals. According to Wagstaff and
Van Deorslaer (1993) they hold that the financing of health care should be a function of the ability to pay
i.e. vertical equity; and that persons or families of the same ability to pay should make the same
contribution i.e. horizontal equity.

Equity in finance is mainly evaluated on the basis of progressivity or regressivity of the financing source.
Due to the unavailability of much data, this study will, however, not evaluate equity in the financing of
health services in detail. ‘ :

2.4.3.2 An overview of equity in the delivery of health caré services

Like equity in the financing of health services, equity in the delivery of health care services is also
evaluated in terms of vertical and horizontal equity. Evaluation of vertical equity in health services
provision, requires that persons with unequal need be treated in an appropriately dissimilar way while
horizontal equity requires that persons with equal need be treated equally (Wagstaff and Van Doorslaer,
1993).

In practice, however, equity in health service provision can be evaluated on a geographic and socio-
economic basis. Equity on a geographic basis implies that people with equal capacity to benefit from
health care should receive equal treatment, despite personal characteristics that are not related to capacity
to benefit. Such characteristics include ability to pay, and place of residence (Wagstaff and Van
Doorslaer, 1993).

Equity on socio-economic basis implies that citizens from different socio-economic status when iil,
should receive the same treatment regardiess of their influence in society, ability to pay, and geographic
lecation (Wagstaff and Van Doorslaer 1993). This study, however, will focus on the former. The latter,
requires exteasive data from houschold expenditure surveys and necessitates categorizing the population
into income groups i.c. high, medium, low, or sich and poor. This type of informetion is currently
unsvailable in Malawi. |
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2.5 AN OVERVIEW OF EQUITY ON A GEOGRAPHIC BASIS

The measure of equity on geographic basis is ‘need’ which is interpreted as ‘capacity to benefit’.
However, there are issues of concern which need to be taken into account when distributing resources on
the basis of ‘need’. Culyer (1991) argues that distribution of health care resources should not be on the
basis on need alone, since being ill does not necessarily imply need for health care. He points out that

- what should dominate is the distribution of health and how health care resources can change distribution
for the better.

Much as he agrees that need is not irrelevant in coming up with an equitable health care policy, it is not a
sufficient basis for determining the equitable distribution of health care. He further argues that equity may
mean that some needs go unmet, asserting that the need for health care exists only when there are grounds
for believing that services will enhance health, prevent its deterioration or postpone death. Related to this,
is that people who are not ill have a need for medical care and this is evident with preventive care which
could improve the future health over what it would otherwise been (Culyer 1991, World Bank 1994).

Despite such strong arguments by Culyer (1991), internationally, it has been accepted that distribution of
heélth care resources should be in terms of need-capacity to benefit, while financing of health care should
be in terms of ability to pay (Wagstaff and Van Doorslaer 1993). The measures of need include:
population'size, socio-economic data and morbidity and mortality data.

This study will analyze equity on geographic basis using need as a measure of capacity to benefit from
health care resources. The most notable resource alloc;ﬁon process on the basis of need is that by the
Resource Allocation Working Party (RAWP) in the United Kingdom (DHSS 1976). A brief overview of
RAWP could provide good rationale for evaluating equity in the delivery of health care services using

need.

2.5.1 Geographic resource allocation using Needs-based formula

The National Health Service (NHS) in England, was until 1976, funded on the incremental basis based on
existing levels of funding plus an annual increase. The Resource Allocation Working Party was mandated
to consider ways of redistributing health care resources so as to achieve equal opportunity of access to
health care for people at equal risk or equal access for equal need (DHSS 1976).
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The main principles of need, which were taken into account in the needs-based formula were; size of the
population, age/sex, morbidity and cross-boundary movements.

The main determinant of need for health services in the RAWP was the population size in each region. It
was, however, noted that people do not have identical needs for heaith care. For example; women and
children make up a large percentage of the population, hence they are heavy users of health services.
Meeting the needs of this group was seen to be very important in improving health status of the people.
Thus, in each region, population were weighted by the national utilization of patients health services by
age and sex groups (DHSS 1976).

Rchedwthis,hmfdwmmdthamaﬁanﬁngmumdagdsexmdiﬁams,the
population could still show different degrees of morbidity. However, morbidity was difficult to measure,
bence it was decided that mortality be used as a proxy. In this situation therefore, standardized mortality
ratios (SMR’s) were used as a measure of mortality in excess of that which would be expected by
applying national age and sex specific rates. A one to one relationship was thus assumed between such a
proxy of morbidity and need.

Finally, it was noted that even though health authorities are responsible for providing health services to
people residing within the boundaries, sometimes an overlap might occur whereby patients resident in a
particular health authority are treated in another health authority. This being the case, arrangements have
to be made whereby compensation is given to the health authority treating the patient. Faced with this
situation, the population had to be adjusted to take into account of cross boundary flow.

After measuring the indicators of need, calculation of revenue targets were based on the distribution of
revenue budget available for health services on a proportional basis based on the weighted population of
each geographic region. What followed was then the re-distribution of resources from those regions
which were well above the calculated revenue target, to those which were below the calculated revenue
targets.

England (Holland 1986). This success, however, is not an automatic result of using the needs-besed
formula. Much depended-on how it was constructed, the principles which were incorporated in building
fomuhvisbuihmﬁmmmm@esmdemphysmkammﬁcdmmitismo:clikely
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to be unsuccessful,
2.5.2 Other issues to consider when allocating resources using a needs-based formula

The other most important issue to note in allocating resources using a needs-based formula, is the inequity
brought about by health policies in a particular country. For example, it is the policy of the Ministry of
heaith in Malawi not to construct a health care facility close to where another one exists. The mission
sector in Malawi charge user fees for their health services. This means that all the people who are within
the catchment areas of these facilities have to pay for their health services, or otherwise travel long
distances to the MOHP facility for free health care services. This has created substantial inequities in the
Malawian health sector as evidenced by poor health indicators within the catchment areas of some
mission health facilities (MOHP and CHAM 1992).

The historical background of a health care system in a particular country should also be carefully
considered in allocating resources using a needs-based formula. In Malawi, for instance, most of the
policies pursued reflect the historical origins of the country’s health care system. Malawi inherited a large
number of health facilities from the British Colonial Government which were predominantly curative in
nanneandmbanbasedwhilethenﬁssionuiasctﬂedinmhotepansoftheeounu'yandﬂ\eirhealthcam
provision had also curative emphasis (Malawi Government, 1996).

The resource distribution pattern reflects the interaction of supply and demand for heaith services and not
indicators of need. Hence, in coming up with a needs-based formula, indicators of utilization should be
not be taken into account as these will tend to be higher in areas where there is high supply of heaith
services (Reagon et al 1997). Another reason for not using utilization rates is the fact that demand for
health care is dependent on several factors including: income, education, perception by patients of quality
and effectiveness of health services, distance (time), and cultural/traditional beliefs (Wagstaff 1986).

It might therefore happen that there are many health facilities in one region but the utilization rate is low,
one might have an oversight and conclude, that there isn’t a greater need for health services in that region.
This might be wrong as there may be high morbidity in that region but due to a lack of education of the
bead of household coupled with belief in traditional medicine, people may not go to the modern health
facility. This therefore clearly shows that when designing & noeds-based formula, information on ‘needs’
should be collectod independently of utilization data (Reagon ¢t al 1997).
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As previously noted, Malawians living within the catchment area of a mission or other non-MOHP
facility are expected to pay for health services, it is therefore important that a brief review of the
implications of user fees be made. This will provide us with an insight into the inequity problem brought

about by the MOHP’s facility building policy.

2.6 EQUITY IMPLICATIONS OF USER FEES IN THE FINANCING AND DELIVERY OF HEALTH
CARE

There are basically three main reasons for introducing user fees in health care system, namely source of
revenue, reduction of ‘frivolous’ utilization, global economic recession coupled with rapid population
growth (World Bank 1987, 1994).

User fees, however, have equity implications both in the financing and delivery of health services. It has
been found that, as source of revenue, user fees have serious equity implications in the sense that they are

highly regressive (Wagstaff and Culyer 1993).

Another important issue with regard to financing, is that despite difficulties, people have ended up paying
for health care services and this has been taken as evidence of ability to pay (Russel 1996). This might not
be the case. Such payments for health care might be made at the expense of other essential commodities
such as food, education and future investment (Russel 1996), lack of an alternative nearby source of
health care (Franco et al 1995), seeking better quality health care after being at free providers of health
services (Franco et al 1995). In short, people might end up paying for health services out of desparation as
they have no other choice (Russel 1996).

This is evidenced by high rates of borrowing and forced sale of property to pay for health care. For
example, in Tanzania borrowing rates of up to 40% by individuals was recorded, while in Kenya, Uganda,
Nigeria, Guinea and Burundi borrowing rates ranged from 25-49% (Abel-Smith and Rawal 1992). In
additioh, in Thailand 60% of the households were forced to sell land so as to pay for illness (McPake et al
1993) and this type of scenario creates the spiral of poverty (the level of poverty is aggravated).

When it comes to delivery of health services, user fees also face serious inequities. According to the
World Bank (1987), they hold that demand for health care is income inelastic, hence has a great revenue
generation potential. However, the emerging evidence is that user fees deter low income households

(patients at greatest risk of illness and for whom the most cost-effective interventions are available) from
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secking care until the illness is severe (Ellis et al 1991, Creese 1991). Instead of curing an illness at a low
cost (seen at lower level of care, short average length of stay), the severity of the illness would make it
more expensive as it will now require higher levels of care with more average length of stay in the
hospital.

This has serious cost implications for both the provider and the patient and the economy as a whole. To
the provider it would require more resources to cure one illness than it would otherwise been and use the
saved resources for other patients. To the patient, this would mean huge medical bill, loss of income by
the patient and guardians (entire household); and to the economy, there will be loss of productivity, since
economic growth is largely dependent on labour productivity.

In this study, efforts will be made to trace the equity implications of user fees in mission facilities in the
delivery of health services in Malawi and hence to evaluate the policy of the MOHP with regard to the
establishment of health facilities in Malawi.

2.7 FRAMEWORK FOR EVALUATING EQUITY OF HEALTH CARE SERVICES

“people in equal need end wp receiving equal treatment, irrespective of personal characteristics that are irvelevant 10 need such as ability to
Ppay, race, gender and place of residence ".(Wagstaff and Van Doorslaer 1993 page 18)

As pointed out earlier on, equity il}thedeliveryofhealth services can be evaluated on two basis, namely
geographic and socio-economic. This study will concentrate on the former. The definition of equity which
has been adopted in this study is that of equal resources for equal need irrespective of geographic areas.
The proxy indicators of need will be the socio-economic and health related indicators in the three regions
(North, Centre and South) and urban/rural areas of Malawi. It would have been practical to use morbidity
(mortality data as a proxy of morbidity) data as an indicator of need in Malawi. However, such data are
currently unavailable and to use out-patient data which is readily available would also be impractical as
this is an indicator of forces of supply and demand of health services and hence reinforces the previous
trend of health service provision.

International experience has shown that economic, social and health indicators are positively correlated
(Wagstaff 1986). The higher the income per capita (in developed countries), the betser the social and
health indicators and this is alse true for developing countries. Thus, the use of socio-economic and heslth
related indicators in relation to the health care resources between the regions, and urbsn and rural areas
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could provide a practical evaluation mechanism of health services from a planning and policy-making

‘ pefspective especially in low income countries like Malawi. Planners and policy-makers in the MOHP,
other government agents, donors, non-governmental organizations will be able to see the need for multi-
sectoral approach in implementing different programmes aimed at improving the health status of

Malawians.

2.8 SUMMARY

In order to summarize this section, it could be said that the Health Expenditure Reviews and National
Health Accounts reviewed have shown the surprising high levels of private expenditure on health care
and overwhelming importance of private sources of finance or foreign aid. Allocative efficiency has been
highlighted by high expenditures on urban population at the expense of the rural population. In addition,
the cited studies have highlighted the importance of comprehensive health sector financing and
expenditure situation analysis for strategic planning of health services before embarking on health sector

reforms.

All in all, HER and NHA could assist most governments to implement their reforms more successfully,
hence provide more efficiently and equitably the quality health care needed by their citizens within the
limited resources available in the health sector. They could also help in identifying linkages between the
public and private health sectors (public/private mix) (Berman 1996).

With regard to economic objectives, the main premise is that due to scarcity of resources in the health
sector, there is great need for pursuance of efficiency and equity objectives in the health care (Wagstaff
and Van Doorslaer 1993). It is envisaged that appropriate mix of inputs and allocation of resources among
the most cost-effective interventions accompanied by equitable éllocation could benefit the majority of

the populations in most countries. This could be true for Malawi.

A detailed analysis of resource allocation between levels of care, geographic areas in relation to the socio-
economic and health indicators in Malawi would greatly help planners and policy-makers to review their
plans and adopt new strategies for implementing health care programmes. This would also assist them to
make conclusions as to whether to adopt alternative financing mechanisms of health care services right
now or reduce the inequities and inefficiencies (if this investigation will establish that inefﬁéiency and

inequity are rampart in the Malawian health sector) first, before embarking on the reforms.
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SECTION 3: GENERAL ECONOMIC AND SOCIAL STRUCTURES OF THE MALAWIAN
SOCIETY '

3.1 INTRODUCTION

It is important to evaluate the current status of a country’s health sector within the context of the overall
policy, political and socio-economic environment. In this section therefore, an overview of the
administrative, political and social system, macro-economic and socio-economic indicators in Malawi is
provided. This section will highlight stability of the country both within and in neighbouring countries,
and the economic growth prospects of the country which in turn would impact on the health sector. The
organization of the health sector in Malawi will also be reviewed.

3.2 MALAWY’S SOCIAL, POLITICAL AND ECONOMIC ENVIRONMENT

In this subsection the geographic, administrative and social system, macro-economic and socio-economic
indicators will be provided.

3.2.1 Malawi’s geographic position and administrative systom

Malawi is a small, landlocked, country in the central/southern Africa. It is bordered by Zambia to the
west, Mozambique to the east and south and Tanzania to the north. It has an area of 118,484 km’ of which
20% is water. Only 55% of the land is areble (Malawi Government, 1996). Malawi got her independence
from Britain in 1964 and became a republic in 1966 under the leadership of Dr. Hastings Kamuzu Banda.

Malawi is divided into three administrative Regions: North, Centre and South (See Map 1). These
regions are subdivided into 25 districts. The districts are further divided into Traditional Authorities. The
village is the smallest administrative unit in the country, and falls under the Traditional Authority area.
The districts are also divided into constituencies, in some cases combining two Traditional Authority |
areas. These constituencies are represented by members of parliament.

| Mm;m-mdmmmmmm;cmm'wmm
The Central Government is organized through a central coordinating office, the Office of the President
and Cabinet (OPC), while Local Government is a single tiered system of 25 rural (Districts) and 11 urben
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councils subdivided into wards. The Office of the President is responsible for public service delivery
(including District Administration and Civil Service Personnel management). The Local Government is
weak in terms of both financial and human resources. Most of the functions of the Local Govemnment
have been taken back to the parent ministries (are centrally administered) (Malawi Government 1992).
Local authority councilors are elected by the people. However, since the new government came into
power in May 1994, there have been no Local Government elections.

3.2.2 Malawi’s political system

Prior to May 1994 (i.c. for nearly 30 years), Malawi had been a one party state, with Dr. H Kamuzu
Banda as president for -life. Following a national referendum in 1993, peaceful multi-party elections were
held on May 17,1994, and the United Democratic Front (UDF), led by Bakili Muluzi, won the majority of
the seats in parliament and formed a new government.

The Malawi Government believes in a policy of contact and dialogue with her neighbours. Currently there
is political stability both within the country and with neighbouring countries.

- 3.2.3 Demographic structure of the Population

In 1995, the population was estimated to be 10.5 million and to be growing at the rate of 3.2% per
annum (World Bank, 1995). This high growth is predominantly due to the high total fertility rate of 6.7.
This in turn, is a result of carly marriage, early age at first pregnancy, relatively closely spaced births, and
low contraceptive prevalence rates of around 7% (MDHS 1992, Malawi Government 1996). Almost half
of the population is under 15 years of age, and the dependence ratio has risen from 0.92 in 1966 to 1.05
in 1995 (Malawi Government, 1996).

Malawi is one of the most densely populated countries in Africa, with around 90 persons per km? and
over 180 persons per km? of arable land (Malawi Government, 1996). Currently, 87% of the population
live in rural areas, the vast majority of which are within the smalltholder sub-sector (Malawi Government
1996). Nethertheless, annual urban growth is now recorded at an average rate of 10% and is unlikely to
siow down due to the decline in agriculture production and reliance on supportive netweorks i.e. extendod
Malawi as compared to other neighbouring Sub-Ssharan African countries.






























‘This section has also shown that there is good organizational structure of health service delivery, even
though the lower levels have no decision-making powers. In addition to this, there is a good supply of
bealth services even though as we shall later see, there is inequity in terms of geographical resources and
affordable access.
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SECTION 4: THE STUDY AND METHODOLOGY

4.1 INTRODUCTION

This section documents the methodology used in this study. Subsection 4.2 presents data collection
methods, types of data collected, and analysis performed on the data while sub-section 4.3 documents the
limitations of this study and 4.4 summarizes this section.

As pointed out earlier on, there is currently an incomplete picture of the resources availsble in the
Malawian health sector, their sources and how much is provided by each source and on what it is spent.
This study is an attempt to use a NHA methodology in the hope that it will give a comprehensive picture
of the health care resources available in Malaw, their sources and patterns of its distribution in the
1995/96 financial year. s

4.2 METHODS OF DATA COLLECTION
43.1 A case study

A case study of three districts (Thyolo, Mulanje and Chiradzulu district hospitals which could be
classified as follows; Chiradzulu: ‘very busy’, Thyolo ‘busy’ and Mulanje: ‘less busy’), two central
hospitals (Lilongwe -‘busy’ and Queen Elizabeth ‘very busy’), and one MOHP and one mission sector
health centre was undertaken. The classification of the hospitals was based on the size of the hospital
relative to number of staff and utilization pattems for 1995.

The main aim of the case study on three district hospitals was to provide information on hospital service
indicators in Malawi such as average length of stay (ALOS), bed occupancy rates, bed tumover rates,
inpatient days and unit costs of inputs into the district hospitals and central hospitals aad expenditure

In order to come up with unit costs (total cost of providing a scrvice divided by the total output), costs of
'mv’mpwhd'tobeM«M(ﬂ-ﬁc»mﬁ.wﬁwﬁmmwmm&ua
measure of output in this study were readily available). The following cost centres were identified:
transpert, laundry, kitchen, domestic supplics, pharmacy, lsboratory, x-ray, thestre, male wards, female



38

environmental health department, maintenance and administration and general.

The methodology for allocating costs to cost centres was that of allocating direct costs to their cost
centres directly. The allocations were as follows: fuel and lubricants to the transport cost centre, food 40
kitchen cost centre, domestic supplies to the domestic supplies cost centre, maintenance of buildingsto
printing, telephone and fax, maintenance of office equipment to the administration cost centre.

Costs which did not fall directly under the identified cost centres were apportioned as follows: personnel
emoluments were apportioned according to the distribution of staff time by cost centre. Water expenses
were distributed as follows: 60% (following from discussions with Hospital Management Teams) to
kitchen and laundry cost centres and the remaining 40% was shared among all departments and wards.
The kitchen cost aeatre had & 50% (based on discussions with Hospital Management Team) share of
heating and lighting and the remaining 50% was distributed in proportion to the likely energy use of the
cost centre. The distribution of the subsistence allowance was 35% (based on discussions with Hospital
and peripheral units management teams) to administration and 65% to peripheral units. |

The capital cost, of the hospital were allocated to cost centres in proportion to the floor area occupied by
whwstwnﬂ&lhesamepwedmmdmappﬁedwbmcdmﬂaﬁngmewaofapeﬁphudhukh
unit. Finally, vehicles were allocated to the transport cost centre.

4.2.2 National fizsancing and expeaditure survey

4.2.2.1 Type of Information collected

The information collected will be presented according to the public and private heaith sector. In the
public health sector, information on financing and expenditure patterns, personnel, number of facilities,
outpatient visits, functional delivery areas, details of referral was collected primarily for the financial year
1995/96. Trend in financing and expenditure data was also collected. In the private sector, similar
imformation was coliected apast from details of referral, functional delivery areas and trends in financing
and expenditure.
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4.2.2.2 Sources of information

The major souroes of information for this study include: a review of financial records, questionnaire
surveys, interviews wnhkeymfommtsand analysis/estimation procedures. Other sources where
international publications such as the World Development Report (1993), Word Bank’s Better Health in
Africa (1994). The data sources will be presented according to each sector.

Public sector estimates

1. Ministry of Health and Population

i) Data on number of health facilities and their distribution was obtained from the Ministry of Health
Information System Data Base (HIS) developed by the Community Health Sciences Unit (CHSU), and
data on personnel was derived from the Manpower Development Unit Survey (1996, 1997).

ii) Data on expenditure trends by the Ministry of Health and Population was obtained from Headquarters
(the Ministry of Health and Population has developed a Financial and Management Information System
which produces print-outs on the previous month’s actual expenditure). This data included all cost centres
(MOHP headquarters, 3 Regional Offices, 3 central hospitals, 21 district hospitals and 3 district health
services (Blantyre, Zomba and Lilongwe where there are central hospitals, but no district hospitals and
this is for all peripheral facilities), 24 rural hospitals, 1 mental hospital, and 2 training institutions). These
data were already presented by input category for each cost centre (what was required was additions).

. 'The division of recurrent expenditure between district and peripheral facilities was 70% district hospital
and 30% peripheral facilities. This division was based on two previous studies (Mills et al 1991,
Mwambaghi et al 1995). The divisions between curative and preventive was based on this study which
found that 10.1% of the total recurrent expenditure at the district hospital is spent on preventive health
care services. It also found that at an MOHP health centre, about 6.1% of recurrent expenditure is
devoted to the preventive health care. Actual total finances disbursed to MOHP were obtained from the
Accountant General’s Department.

hospitals (Lilongwe and Queen Elizabeth).



iv) Another crucial source of data was a case study done by Mwambaghi et al (1995), using data for the
financial years 1992/93 and 1993/94, which investigated the recurrent cost of district health services i.e.
division between hospital and peripheral health units of MOHP and mission health facilities in Lilongwe
district.

2. Local Government

Expenditure information by Local Government was obtained from the Ministry of Local Government
Headquarters actual expenditure print-outs and the District Council Offices ledgers. The Ministry of
Local Government headquarters actual expenditure print-outs provided data on salaries of their health
workers while the district council ledgers provided data on consumables and other related expenditures

such as allowances.

3. Other Government agencies

Expenditure by Other Government agencies was estimated from the actual expenditure print-outs for the
Ministries of Agriculture and Education. However, for those of the armed forces and police, data on
expenditures on all inputs into their health facilities had to be obtained from their ledgers. They make
weekly orders of consumable supplies and drugs. A price list of drugs and medical supplies was obtained
from Government Central Medical Stores where most of these drugs are bought.

The quantities were then muitiplied by the prices, hence an estimated expenditure was arrived at. In order
to calculate expenditure on personnel emoluments, a list of all in-post health workers in 1995/96 was
obtained from the Police and Army headquarters together with their salaries.

4. Donor funding estimates

In theory, the health sector in Malawi obtains huge amounts of resources from donors per annum,
however, these finances are in practical terms held up in their offices. A review of MOHP actual
expenditure print-outs in this study, showed that & small proportion of the donor funds were actuslly spent
on health services in 1995/96 financisl year, despite the huge amounts appearing in budget books.
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In order to arrive at the estimated figure, the following steps were taken at the MOHP headquarters:
Actual expenditure print-outs were analyzed for the financial year 1995/96 and it was found that only
MK77.6 million was spent on development projects of the ministry. Out of this expenditure almost 75%
was under the expenditure category of the World Bank which is not a donor but a lender.

For all other major donors such as World Health Organization, World Food Programme, UNICEF,
European Union which do not appear in the budget books of the MOHP, a questionnaire was sent
explaining the purpose of the study. This was followed by personal visits. There were serious problems in
retricving data as most of the donors had only budget figures for the project/programme life say: 1991-
1998 or 1992- 1996 and it was almost impossible to separate these expenditures on an annual besis.

It was therefore decided that they should list all their activities and organizations implementing them. For
the MOHP this included; malaria control, schistosomiasis control, tuberculosis control, ARI,
trypanosomiasis control, mental health and safe motherhood programmes. The programmes were divided
by the researcher into two eategoriei: major and minor programmes.

The division was based on areas of coverage and number of funding agents. For example, malaria and
tuberculosis control are major programmes in terms of areas of coverage and funding agents, while
trypanosomiasis control and safe motherhood are small programmes with regard to the above criteria of
division. An average expenditure for the available data was calculated for cach category. This figure was
then multiplied by the number of programmes in each category to arrive at the sub-totals. The final
estimate was found by adding the sub-totals (i.c. major and minor programmes estimated totals).

It should be mentioned that this is likely to be an under-estimate as the retrieved data were of poor quality
and the assumptions used in the categorization process left some important information like the number
of field trips per month made by Programme Managers (they were reluctant to provide this information).
The data for nation-wide AIDS expenditures, however, was obtained from an AIDS study commissioned
by the MOHP in 1997.
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Private Sector Estimates
1. Mission sector

)Expenditure by the mission sector were obtained from the Christian Health Association of Malawi
{CHAM) secretariat’s Financial and Management Information System through personal visits by the
researcher. In addition, estimates were obtained from a survey of mission facilities in 1997 using data for
the financial years 1994/95 and 1995/96. A questionnaire was sent to all mission health facilities by the
secretariat to provide information of their financing sources and expenditure patterns. It should be
mentioned that this survey was not specifically conducted for this study. These data could be said to
comprehensive, since there was a 94% response rate.

The remaining heaidth facilities were divided according to their size and were assumed to have expenditure
and financing sources similar to the ones where information was available. A median expenditure was
picked which was then multiplied by the number of facilities in each category of the remaining facilities.
The sub-totals were then added accordingly to the already calculated totals were data was available.

ii) Additional data on the cost of peripheral mission health centres were obtained from a study conducted
by Mwambaghi et al (1995) using data for 1994/95 and adjusted for inflation to arrive at 1995/96
estimates.

iii) Estimates of donor funding to the mission facilities was also obtained from the mission facility
survey of (1997) using data of the financial years 1994/95 and 1995/96. Since the questionnaire
mentioned above had columns for sources of revenue, it was possible to retrieve donor contributions .

2. Private practitioners

Data for this sub-sector were obtained through personal visits to the Medical Council of Malawi. This is
was obtained from the genesal office. The private practitioners were purposely solected due to the limited
amount of time and resources available for this study. Thereafier, interviews were held as follows: twe
the city of Blantyre and a clinical officer and o medical assistant in Thyole district. The aim of the
interviews was to gain an impression of how they operste in order deduce their incomes and
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expenditures incurred in the delivery of health services (otherwise direct questions on incomes were not

correctly answered).

Following from the interviews, charges for consultation for the financial year 1995/96, a list of monthly
drugs and other consumables prescribed to various patients for various categories of diagnosis, and the
number of patients seen per day (obtained from the patient register) were provided. Mention should be
made that this was possible because of a request for co-operation by the MOHP management).

The number of consultations per private practitioner were then multiplied by the amount of fees per
consultation. This was then extrapolated for other private practitioners according to cadre. With the drugs
and medical supplies, an average price charged by private pharmacies was calculated (they buy their
drugs and pharmaceuticals from private pharmacies not Government Central Medical Stores). This was
then multiplied by the quantities of drugs and pharmaceuticals dispersed in that year for each private
practitioner interviewed. This was then extrapolated for the remaining private practitioners, according to

their cadres. This figure was finally added to the figure obtained for the consultation fees.

This information had to be validated by a nation-wide study done by Franco et al (1995), which used a
four week recall period to estimate the expenditures on various providers of health care. The results were,
however, a bit different in the sense that those in this study were higher than those in the study by Franco
| et al, (1995). However, a ‘t-test’ at 5% significance level found that the difference in estimates was not
significant.

3. Insurance and industry (firms)

Information on this sub-sector was obtained ﬁ'om the Medical Aid Society of Malawi (MASM) head
office through personal visits by the researcher. This is where companies subscriBe on behalf of their
employees. At MASM head office in Blantyre, the following information was collected: the size of
membership in 1995/96, the amount of contributions, amount of money claimed by various providers,
administration costs including salaries for staff, number of claims, number of staff and investment

income.

* Much of this information was obtained from the General Manager’s seminar paper which was presented
on 31/07/97 at Mount Soche Hotel in the city of Blantyre. This seminar was aimed at advertising MASM
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to the general public and employers who have not yet prioritized health care benefits for their employees.
A trend from 1993/94 to 1996/97 of MASM operations is given in Appendix 3.

The information on expenditure by firms (estates, parastatals and private companies) on the health
services of their employees was obtained from a sample of three health facilities following personal visits
by the researcher and two research assistants. The sampled health facilities were as follows: one estate
health facility in Thyolo, one parastatal health facility in Blantyre and one private company health
facility in Lilongwe. It should be noted that these facilities were purposely selected due to a lack of time

and resources for this study.

Déta on expenditure on consumables including the quantities of drugs and medical supplies were
obtained from their ledgers. The data on drugs and medical supplies were, however, multiplied by the
average price charged by private pharmacies in the 1995/96 financial year. Data on personnel emoluments
were also obtained from the salary sheets in the accounts sections. The expenditure total was calculated
for each health facility and were later extrapolated for the remaining health facilities by category (estate,

parastatal and private company).

4. Non-Governmental Organizations

Following from a meeting with the World Bank and UNDP (UNDP is the head of the donor community)
and Council for Non-Governmental Organizations (CONGOMA), a list of both national and international
NGOs which were involved in the health sector in 1995/96 was compiled (21 of them). Personal visits by
the researcher and one research assistant to three international and three national NGOs operating in
Thyolo, Lilongwe and Chiradzulu (these NGOs are involved in implementing vertical primary health care
programmes) and their headquarters were made. Due to limited time and funds, the NGOs were purposely

selected. However, they were divided into two categories, namely international and national NGOs.

It was found that the selected NGOs did not keep records for the whole year (either destroyed or totally
unavailable), hence the available information for five months were used to extrapolate for the remaining
seven months of the 1995/96 financial year. The average expenditure was then calculated for the selected
NGOs according to each category. The obtained figures were then multiplied by the number of NGOs in
each category to arrive at the sub-totals.
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The estimated total was found by adding the sub-totals in each category (i.c. national and international
NGOs). It should be noted also, that this is a weak assumption. These NGOs are different in size,
coverage, funding levels and information on actual personnel emoluments was not collected (they were
reluctant to provide even an insight into their internal administrative system). Thus, the estimated figure,
is likely to be an underestimate.

S, Direct household expenditures

Information on direct-out-of pocket expenditures were obtained from the results of a nation-wide study
conducted by Franco et al in (1995). The main aim of this study was to evaluate the feasibility of
community financing schemes and estimate the levels of expenditure on various health services vis-3-vis
the disposable incomes of the users of health care.

In order to achieve this objective, this study used several data collection methods: household surveys,
exit interviews with patients at various providers, focus group discussions in communities and document
review. In a household survey a nation- wide cross-sectional sample survey was conducted so as to
provide the following information: current houschold health care expenditures, including those paid on
their behalf by MASM, and utilization of various types of health care services.

Questionnaires were addressed to the head of household or responsible adult member present. A cluster
sampling methodology was used to draw 30 urban and 30 rural clusters of 20 households each and a four
week recall period was used to solicit the above information from the respondents.

In the case of exit-interviews, a nation-wide survey of out-patients at various providers was also
conducted to determine the average monetary and non-monetary expenditures at health facilities offering
free care, compared to paying facilities. Patient’s perception of quality of care was also evaluated.

Data from the household survey and exit interviews were thea entered into the computer in EPI INFO,
‘extrapolstion for the remaining 48 weeks in the financial year 1995/96).

(NSSA) (1997) using two sets of deta: 1994/95 and 1995/96. This study aimed at documenting all
houschold expenditures in Malawi ineluding expenditures on health. The ealy information which was
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obtained from this study was that on traditional healers. It was noted that the study by Franco et al (1995)
had underestimated the expenditures on traditional healers. This was due to the fact that this study had a
lower estimate of the total number of traditional healers in Malawi while the NSSA of 1997 had almost
the exact number of traditional healers by district. It had also estimated expenditure on traditional healers
by district.

In order to avoid double counting, expenditures figures obtained from the study by Franco et al (1995)
which were estimated to have been paid by MASM on behalf of households were removed from the total.
The figures obtained from MASM in this study (paid by MASM on behalf of households) were then
added to the estimated household expenditure figures by Franco et al (1995). Expenditure on private
practitioners was taken from the this study.

The results of the study by Franco et al (1995) were used as a measure of validity and reliability and were
not used (since they were not significantly different from this study). The expenditure on traditional '
healers in the study by Franco et al (1995) was removed from the total estimated household expenditure
in that study. The estimated figures using the NSSA of 1997 were then added to the estimated household
expenditure in the study by Franco et al (1995).

Other Data

Recent population estimates were obtained from the National Statistical Office (NSO) Data Base and this
information assisted in the analysis of the distribution of health care resources relative to the population
served in each region, and urban and rural areas. Data on the Consumer Price Index (CPI) was obtained
from the Ministry of Finance together with that of Gross Domestic Product (GDP). Socio-demographic
and epidemiological data were obtained from the MDHS (1992), Malawi Government (1996) and the
HIS. '

In the sampled three district hospitals and one MOHP and one mission sector health centre and the two
central hospitals, informal exit-interviews with 10 randomly chosen patients were held. The aim was to
assess the perceptions of patients regarding the quality of care. Documents published by the Malawi
Essential Drug Programme (MEDP) were also reviewed so as to compare them with patients’ tickets and
interviewees’ responses. TheSe documents were the Malawi Standard Drug List, Standard Treatment
Guidelines and the Malawi Prescriber’s Companion.
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4.2.2.2 Data Analysis

Financial data

These data were grouped according to the financing source and sector. Five original sources of finance

were identified and included: Ministry of Finance, Ministry of Local Government {obtains its own funds

from utility sales, ticket sales and ground rents which do not go to the Ministry of Finance), donors,

employers and households. NHA methodology was then used to build matrices of “sources and uses”. In

order to avoid double counting only expenditures by the original sources were recorded . The progression

of the matrices were as follows:

¢ a matrix of the flow of funds from original sources to financing agents was first constructed. The
financing agents were MOHP, Ministry of Local Government, other government agencies, Medical
Aid Society of Malawi (MASM), firms (estates, private companies and parastatals), and houscholds.

e a matrix of flow of funds from financing agents to providers was later constructed. Financing agents
were as presented above, while the providers include: MOHP (central and district hospitals, health
centres, dispensaries and matemnity units, mental hospital), Ministry of Local Government, other
govemment agencies, the mission sector, NGOs, firms, private practitioners, shops/pharmacies and
traditional healers.

Expenditure data

These data were split as follows;

i) specific uses by the provider i.c. input category

ii) geographic area -region for public health sector

iii) per capita expenditure for total heaith care expenditure and public health sector expenditure

Health personnel and heaith facilities data

These data were scparated according to
i) geographic area (region, urben/rural)

Iy /\
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Other Data

Data on population was divided into regions and between urban and rural (the divisions were already
done by the National Statistical Office). The data on social indicators was also divided between regions
and urban and rural areas.

ﬂl.i-iuﬁouofthedau

Health Expenditure Reviews involve substantial amounts of resources (manpower, financial and time).

The first major problem in this study was limited time and inadequate funds. The data collection period

was only six weeks and only US 5,000 was made available for the whole study. This affected the quality

andqmnﬁtyofdaﬁwﬂecMGivenmomﬁmeandﬁmds,mowwcmﬁgmwddbeome

 especially on the financing pettems. Efficiency issues raised in this stady could aiso be evalusted in more
detail.

The problems which then followed were as follows:

i) Limited data for constructing complete matrices of sources and uses.
MonlydauwhichwmaknostemnplaemthatofthéMom, MASM, mission and households .
However, these data also had to be cross-checked for their reliability and validity with their original
sources and this consumed more resources (both time and money). For example, MOHP data had to be
cross-checked with the Accountant General’s records for its reliability. The Ministry of Finance funds all
public services in Malawi on a monthly basis (cash budget system based on previous month’s revenue

~ collection, Malawi Government (1994)) hence, if MOHP’s total expenditure were more than the revenue
from Ministry of Finance, this would be questioned and further investigation could have followed.

ji) Problems in estimating expenditures.

‘Most of the organizations had incomplete data . In some cases data for only five months was available
(the rest either destroyed or in poor state). Any further enquiries were met with anger and in most cases
resulted in research staff coming back empty handed and having to book another sppointment with a
different person. For example, Programme Managers in MOHP, Local Government district effices and
NGOs were very reluctant to release information.

Organizations does not know the exact number of NGOs currently operating in the country. Exacerbating
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the situation, is the MOHP’s lack of knowledge of the operations of these NGOs despite being charged
with responsibility of coordinating services and the formulation of policy in the Malawian health sector.
The data presented in this study (NGOs, Local Government, donor funding) are more likely to be an
underestimate and further investigation following much of the procedures outlined in this study could

iii) Problem of evaluating equity in the financing and the delivery of health service on socic-economic
basis.

These issues are very important to Malawi. As previously noted, Malawi is considering the introduction
of user fees, social health insurance and community financing schemes, and at the same time, Malawi has
a gini coefficient of 0.62. Thus, the financing and the delivery of health services in Malawi could be
adversely affected if these issues are not carefully evaluated. It is unfortunate that this study could not
evaluste the equity implications of alternative financing mechanisms due to limited data, time and
financial resources. This requires immediate further investigation.

iv) Problem of developing a practical framework for evaluating efficiency.

It has been difficult to develop a practical framework for evaluating efficiency in this study due to limited
data as well as limited time and resources. The issues raised in this study just provide insights into the
extent of inefficiency that could be found in Malawian public health sector. This requires further
investigation. Given time and resources, production and cost functions could be specified and estimated.
These could identify potential areas of efficiency improvements in the Malawian health sector. The
interaction of various hospital service indicators vis-&-vis unit costs could also be possible.



4.4 SUMMARY

It should be mentioned that much of the data for this study were collected from primary sources rather
than secondary sources (i.¢. routinely published reports and budget books). This could be said to be one
of the major differences with the earlier studies mentioned above which were either solely dependent-on
published reports or did not collect comprehensive health sector data. '
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ceased functioning, lack health personnel (MOHP 1995, MOHP 1997). This therefore means that the
immediate challenge in the Malawian public health sector is to make the existing facilities functional and
not the construction of new facilities. If the construction continues, where will the recurrent revenue come
from, if the government is already finding it difficult to manage the existing facilities?

The other way is to ensure that there are no real budgetary increase for the North. This could be possible
by putting ‘ceilings’ and *floors’ (DHSS 1976). For example a ceiling of 5% growth over the previously
year's allocation could be set for the South, while the maximum annual cut in the North of 2.5% could be
effected (as it was done in the NHS in United Kingdom). However, this should not be done without
consideration of the capacity in the South and the local plans and budgets made (Reagon et al 1997).
Otherwise inequity will be replaced by inefficiency.

6.3.6.2 Other equity issues in the Malawian health sector

It should also be noted that Malawi is fortunate in having a substantial network of health facilities, in both
rural and urban areas. As previously noted, communication and transport in rural areas are extremely
poor. There are few public telephones, and solar-powered radio-telephones are not widely used (Malawi
Government 1996). Roads are frequently impassable especially in the rainy season, and public transport is
very infrequent and limited to a few of the better roads. Motorized transport including taxis are rare with
most people rely on walking, bicycles and oxcarts (Franco et al 1995). In addition to this, access to
affordable services is also inequitable in Malawi.

As stated earlier on, this inequity arises from the MOHP policy of not constructing a health facility if
another already exists. Hence, those villagers living within the catchment area of mission facilities but far
from MOHP health facility have difficulty in accessing affordable health services, since mission facilities
charge user fees. MOHP bealth facilities cannot refer patients to a mission health facility even if it is close
by, unless the patient/guardian is willing and able to pay. As seen above, there is already a
maldistribution of public resources in favour of the urban population. The existence of the mission
facilities does not effectively improve geographic equity of resource distribution in Malawi due to the
financial barriers to mission facilities. It is of particular concern that the mission facilities are located in
rurel areas where there is great poverty and & high illiteracy rate.
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This implies that mission services are accessible to a minority of the rural population. In a 1992 cost-
sharing study, it was found that 25% of out-patients and about 40% of inpatients were unable to pay the
total fees charged at the mission hospitals. In addition, increases in fees also led to a substantial reduction
in utilization in rural areas (cost deterred 35% of women from attending antenatal care at one mission
hospital, and 32% were deterred from delivering at this facility) (MOHP and CHAM 1992). In the same
catchment area of the hospital it was also found that immunization rates were below the national average
despite, being free. This suggests that since this is a paying facility immunizations are not a priority,
hence it could be the case that some children were deterred from attending for minor ailments.
Alternatively it could suggest that the hospital felt it was wasting time providing preventive services since
there was no revenue generated.

Another crucial issue is that mission facilities operate under the assumption that all patients who come to
their facilities are able to pay for health care services until proven otherwise. In this regard exemptions are
not published, hence each case is assessed individually by different mechanisms depending on the
hospital. Since people are expected to pay at mission facilities they only attend when they are willing and
able to pay (MOHP and CHAM 1992).

Unless this situation is reversed, inequity will continue to exist in the Malawian health care system. One
way of addressing this problem is the introduction of user fees at public health facilities, however, its
fevenue generation potential and equity implications have so far not been examined. As noted above, user
fees have brought inequities in the delivery of health services in Malawi. Hence its nation-wide
introduction should be carefully evaluated.

Another way of addressing this issue is for the government to increase the grant to mission facilities. The
increased grant would reduce mission facilities reliance on user fees (fees accounted for 42.6% of their
total revenue 1995/96) and they could charge patients less. By doing this, mission facilities could provide
heaith services to a larger percentage of the population and hence, reduce inequities currently prevailing
in the Malawian health sector. The feasibility of this move requires further investigation. The government
is currently undergoing a period of economic crisis and the public health sector is already facing a



64 EFFICIENCY IMPLICATIONS OF HEALTH CARE EXPENDITURE PATTERNS IN MALAWI

6.4.1 Introduction

allocative efficiency in the public health sector facilities. It would have been prudent to compare
efficiency in the public sector with that of mission sector facilities, however, not much data is available
on the mission sector facilities which could be compared with that of public health facilities. Wherever
the information is available, comparisons will be made.

6.4.1.1 Efficiency in public kealth care facilities

As indicated earlier on, there has been little effort to allocate health care resources on any rational basis of
Mumdhnhﬂingpopﬂaﬁmmdepidanido@w&eﬁecﬁmum&mﬂoﬁmbwlof
care in Malawi. Much as it can be difficult to gauge the extent of inefficiency in the Malawian health
sector, some ‘proxy’ indicators could be used to provide an insight into the efficiency issues, such as: the
public health budget allocation between levels of care (especially the allocation to central hospitals), types
of service, geographic area (rural/urban) the organization of public health services, the unit costs of inputs
into the public health care system and hospital service indicators (such as average length of stay,
. occupancy and bed tumover rates).

6.4.1.2 Technical and allocative efficiency

1. Organization of the public heaith soctor

Organizational structure can provide some insights into efficiency issues in a particular health care
system. There is a body of literature on the demerits of the cemtralized system in favour of
decentralization of authority (Gilson et al, 1994). It is unfortunate, however, that efficiency implications
of decentralization systems, have not yet been evaluated. Decentralized management with control over
financial systems can facilitate achieving allocative efficiency (Reagon et al, 1997). For instance, as
district health managers are best placed to assess the heaith needs of their population thus,
decentralization can promote bettsr allocation of resources between types of health services (Reagon et al
1997). ’
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This study, however, has noted that the Malawian public health sector is centrally organized and there is
Iack of authority at the lower levels (MOHP 1995, EU 1995). The three levels (the MOHP headquarters,
3 Regional Health Offices, and the 24 District Health Offices) responsible for the administration of public
health services are unco-ordinated. The two lower levels have no decision-meking powers in terms of
hesith care resource allocations (EU 1995).

There could be efficiency gains in the public heaith sector services with the proposed decentralization.
this would in turn give managers the ability and incentive to improve performance and efficiency (Reagon
et al 1997). However, decentralization should be acoompanied by capacity building at the lower levels,
otherwise it would perpetuate inefficiencies (Gilson et al 1994, Reagon et al 1997).

The proposed decentralization has entailed streamlining of health workers’ roles and responsibilities. In
this way it would reduce the duplication of efforts and delays in responding to issues which require
immediate attention by health facility managers. Related to this, is the weak link between the Planning,
Administration and the Accounts departments in the MOHP. The responsibility for tasks such as
monitoring of unit costs (which are not routinely done due to several factors such as lack of appropriate
budgeting and accounting systems and unreliable statistics), evaluation of programmes and services and
the calculation of recurrent and development costs of all new projects lies with the Planning Unit.

However, the Accounts department calculates recurrent costs with little involvement of the Planning unit.
This has resulted in recumrent cost implications not being taken into account when considering the
development budget, in decisions regarding changes in skill mix or in determining the salary implications
of new health workers (EU 1995). This was evident when one district hospital (Machinga) was completed
~ in 1996 and had no resources to operate. This situation might slowly change with the introduction of
" Programme Budgeting which could improve operational efficiency in different departments.

1wdm~mmn&m”m

The Malawian publlic health sector could achieve great efficiency gains in the inputs into its health care
syswean, To begin with, Malawi’s cxpenditure on drugs and medical supplies (29.5 % of the total public
heslth sector expenditure in 1995/96) is high by internstional stendards. It even exceeds middle income
couatries like South Africa which spent only 12.5% en drugs and other pharmaceuticals in 1992/93
(Melntyre 1997). Despite such high levels of public expenditure on drugs and medical supplics, there is



great shortage of drugs and medical supplies in Malawian public health facilities (Forshall, 1996). These
findings raises questions with regard to the efficiency of drug procurement, storage, distribution and use.

It could be found that least cost prescribing options are not used and there are cither under, over or
incorrect prescribing practices. It could also be found that there is inadequate information for planning
and procurement of drugs and medical supplies, lack of transparency in the drug procurement prooess and
irrational use of drugs by patients (MOHP 1995, Franco 1997). There is need for further investigation in
this arca. Further increases in the budget for such a malfunctioning system would perpetuate these
problems. Health care spending should aim at obtaining better value for money.

There could be huge efficiency gains if drug budgets could be allocated on an efficient basis. This would
require that quantification of drug needs be refined and that drug allocation is based on case mix. This
wwldpodwemeqmﬁhbbhﬂg«aﬂouﬁmukwﬂdbe%gmmofuwmﬁgmumd
morbidity profiles. Historically, quantification of drug requirements has been based on previous
consumption of drugs and medical supplies and not on any rational basis of need. In addition, with the
implementation of the Malawi Essential Drug Programme (MEDP) (the progarmme has formulated a
National Drug Policy, Malawi Standard Treatment Guidelines and the Malawi Prescriber’s Companion),
there could also be huge efficiency gains if it could be fully implemented.

Currently, there are indications that these documents are not properly used. Informal interviews with 10
randomly selected patients in each of the sampled district hospitals and checking their prescription tickets
vis-d-vis the guidelines in the books revealed fundamental differences. In addition, a study by Franco,
(1997) on quality assurance revealed that these documents were not properly used. There is a need for
further investigation into the use of these books and how best they could reduce the problems raised
above.

- Personnel emoluments in Malawi deserve special mention. By international standards, personnel
emoluments in Malawi arc low (averaging 40% of the total public expenditure) compared to over 60%
recorded in other developing countries (Griffiths and Mills 1983, Bamnum and Kutzin, 1993). For
instance, in 1995/96, a doctor was paid MK20,000 per annum or $1,333.3 per annum, clinical officer and
registered nurses were paid MK11,568 per annum or US$771.2 per annum and other cadres MK7,320 per
snpum or USS488 per annum.



89

It is also interesting to note that the purchasing power of these very low personnel emoluments has been
significantly eroded by currency devaluations and inflation of over 60%. This could be one of the
contributing factors to the fall of health workers® morale and poor health worker attitude. This situation
 should be carefully examined, otherwise a similar situation could arise to that of Tanzania and Uganda
where about 30% and Guinea, where about 70% of the drugs were lost due pilferage and corruption
(World Bank, 1994).

3. Unit costs

This section preseats the results of a case study which was undertaken in the three Malawian district and
two central hospitals.

To begin with, there are very high kitchen unit costs in the Malawian public health sector hospitals (see
Table 6.14 below). There were substantial variations in the cost of food as a percentage of the total cost of
provision (between 47 to 84%). The cost per inpatient day of the kitchen ranged from MK30.6 to MKSS.5
for district hospitals and for central hospitals it ranged from MK60.2 to MK81.1. While this is the case,
families continue to bring their own food for their relatives who are hospitalized. This therefore means
that if free food provision is to be maintained, then other ways of providing food need to be considered,
such as the possibility of contracting-out. However, the potential efficiency gains from contracting-out
catering services must be fully evaluated.

As it stands now, most of the patients throw the food away yet a lot of resources have been spent on it
(based on observation by the researcher and discussion with Management Teams and Kitchen staff). At
present, the tendering procedures for food items at hospitals are not transparent. This could be one of the
reasons why this input had higher unit costs (there is no competitive biding, and selection of the
successful tenderer is not open, making it vulnerable to bribery and corruption). There could be efficiency
gains in this input if tendering procedures could be open to the public and this is likely to reduce overall
unit costs.



Table 6.14 Laundry and Kitchen unit costs for district hospitals, 1995/96

'lv-yIL “H Ise| ! “ U.s ‘ ‘ ‘ |

Busy 414 9.1
Less busy 55.5 124
Source: Mwase 1997
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strong indications of economies of scale in the table above. ‘ '

Overall unit costs in the three sampled secondary hospitals and two tertiary hospitals varied considerably.
This could be due to differences in ALOS and bed occupancy rates. In cases where ALOS are long,
average patient day costs might be low, but costs per admission or patient might be high and shorter
'ALOS might imply high average cost per patient day (Bamum and Kutzin 1993, Joint Policy and .
Planning Committee 1993). This could be the case in Malawisn hospitals. Another contributing factor
could be differences in input mix, case mix, and quality of care at different hospitais (Banurm and Kutzin
1993). Detailed analysis of unit costs vis-d-vis hospital service indicators is urgently required. This would
assist in identifying hospitals which arc incflicient and to identify aress of possible efficiency

4. Distribution of resources between levels of care

This section aiso presents a few results of the case study undertaken in the three Malawian district and
two central hospitals and one MOHP and one mission sector health centre.

Tertiary hospitals in Malawi provide the bulk of primary health care for the urban population (out-patient
services like miner injuries, sec Table 6.15 below, for more details). This means that hesith care services
(treatment of minor ailments) are provided at a cost that is higher than technically necessary, according to
informed medical opinion as the unit costs are inherently higher (more skilled professional Iabour, more
costly plant and equipment) than could have been provided at a lower level of health care facility (the
disease diagnostic categories are the same across levels of care, see Table 6.15).

The proposed introduction of uscr fees at central hospitals and later at distsict hospitals, eould preduce
efficiency gains as this could reduce the number of self-referred (by-passing) paticnts to tertiary hospitals
and district hospitals and encourage patients to seek care at the appropriste level (health centres).
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However, this reform proposal should be accompanied by improvements in public health services at the
jowest level. The major reason cited by patients for by-passing is poor quality of care at the lowest level
health care. Patients are hoping to obtain better quality health care at secondary and tertiary hospitals
since these facilities have doctors and x-rays, laboratories for assisting diagnosis (Franco et al, 1995).

Table 6.15 Distribution of out-patient visits by level of care and major diagnosis category 1995

malaria, upper respirstory infection, disrhoeal
Secondary 56 maiaria, upper respirsiory infection, other diahocsl
diseases, diseases of the eye
Primary 92 | malaria, upper respiratory infection, pneumosis, other
dishoeal diseases ’

An analysis of the three sampled district and two tertiary hospitals reveals that there is considerable scope
for improving efficiency in patient management. There is an indication that these hospitals are currently
characterized by inappropriate diagnostic tests for patieats (such as in the case of malaria), irrational
prescribing and distribution of drugs (MOHP 1995) and a lack of consistent admission and discharge
policies (Mwase, 1997). These issues could be one of the reasons for differences in average lengths of
stay in the hospitals. However, as argued by Bronwell and Roos (1992), differences in ALOS rarely result
from differences in case mix but rather relate to discharge policies. The situation in Malawi appears
consistent with this observation by Bronwell and Roos (1992) (see Table 6.18 for differences in ALOS).

Table 6.16 below shows the average recurrent cost per inpatient day by hospital type and Table 6.17
shows the cost of out-patient services between public and mission health sector health centres (this
comparison is deliberately made so as to show the appropriate cost of outpatient services in Malawi as
most of the major diagnostic categories recorded at all levels of care are the same). Table 6.18 shows the
average length of stay, bed occupancy rates and tumover rates in 1995/96. It should be mentioned,
however, thet there is serious ever-crowding in Malawien public hospitals (1 bed accommodating 2
people and in childeens’ ward 3-4 children on 1 bed and some patients slecping on the floor, Mwase
1997).



Table 6.16 Average recurrent costs (MK) by facility type, 1995/96

| Secondary hospital 121.12 A2
Health centre 3.55

Source: Mwase, 1997

Table 6.16 shows that the cost per out-patient visit is 11.2 and 6.8 times cheaper at a health centre than at
central and district hospitals respectively. This is a good indicator of both allocative and operational
inefficiency, since the major diagnostic categories reported at all levels of care are almost the same (see
Table 6.15). Even though it could be argued that the severity of the cases differ, this is usually not the
case in Malawi. Central hospitals’ out-patient departments are being used as health centres by the urban
~ population and the same is true for district hospitals. :

This was one of the reason that the World Bank recommended that user fees be introduced in Malawi,
starting with central hospitals and then for district hospitals. This was meant to generate revenue and at
the same time encourage appropriate utilization (World Bank, 1991). Out-patients could be seen at lower
levels of care and the saved resources could be used to improve the quality of care for inpatients or re-
directed to cost-effective strategies than remedial care (World Bank 1994). Preventive health care such as
vector control, construction of sanitation facilities and environmental protection is the most cost-effective
way of delivering health services (World Bank, 1994).

This inappropriate distribution of resources therefore need redress as the provision of tertiary hospital-
based curative care is benefiting few citizens. In 1995/96, MK 134.5 million (the number of out-patient at
tertiary hospitals in Table6.15 multiplied by difference between the cost of out-patient at a health ceatre
and tertiary hospitals in Table 6.16) and MK115.8 million (the number of out-peticats at the secondary
hospitals in Table 6.15 multiplied by difference between the cost of out-patient at a health centre and the
secondary hospitals in Table 6.16) could have been saved if health centres were being used instead of
tertiary and secondary hospitals respectively (even though not all funds could be saved due to the
existence of refesred patients, but this would be a smaller number of outpatients as compared to the
existing situstion). Thus, a total of MK 250.3 million could be saved if tertiary and secondary hospitals
were being used for the purposes they were intended for i.c. severe cases, but referred. These saved funds
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oouidbehsedﬁormmﬁwhedmmmorhnpmmmeqmﬁtyofinpaﬁmmwhichismﬂy
poor (Franco et al 1995, Franco 1997).

Let’:nowseethccostofpmvidingoﬁ-paﬁentsewioesbetween MOHP and mission health facilities.

Tmalvcmofmmmmmmukmmmmm1m

Cunrative 1358 4-15.5

'Materity T468-1058 ‘ $1.0-385.1

Note:* spert from Malamulo private hospital in Blantyre which is too expensive for ordinary Malawians
Sourcs: Mwambaghi et al (1995) and Mwase 1997

Table 6.17 shows that the mission health centres are more expensive than MOHP ones and this could be -
attributed to differences in input mix and quality of health care. The high cost of providing health services
by the mission sector could be one of reasons for the serious recurrent expenditure crisis in mission health
facilities (Gondwe, 1996). The attempt to raise user fee revenue in the face of poverty (most of the
facilities are located in the rural areas where poverty is over 64%, Malawi Government, 1992) has
resuited a in reduction in utilization levels and people having to walk long distances to obtain free care at
MOHP facilities (MOHP and CHAM 1992, Franco et al 1995).

This investigation has also revealed that actual public expenditure on preventive services is extremely
low, despite the clearly stated government objective of increased provision of preventive services, such as
malaria control, bithezia control, EPI, AIDS coatro} etc. In 1995/96, the government spent only 5.8% of
the total public expenditure (excluding donor funding) on preventive services and 5.4 % of the total health
care expenditure if donors are included (see Table 6.21) . This is a serious misallocation of resources. As
pointed out earlier, the majority of the Malawi population is rural (about 87%) and preventive services
could be argued to be the most cost-effective way of delivering health services rather than curative care
(World Bank 1994). ' o

It could be argued, however, that many of the preventive programmes in Malawi are financed by donors
hence require little public expenditure. This is not true. The actual expenditure on some special
programmes reveals that the task of eliminating common diseases in Malawi, as stated in the Health
Policy Framework paper of 1993, is far from being over as allocative inefficiency continues to dominate
in the health eare system. Table 6.18 below shows the actual expenditure on special programmes.



Table 6.18 Expenditure on some special programmes, 1995/96

12
ARL 09 ' 02
Malaria 0.5 0.1
[ Schistosomiasis 0.009 0.002
[ Trypanceomiasts 0.04 L
[ Safe motherhood 07 ‘ 0.1
TAIDS* 105 33
Note * government contribution was only 5%.
Mwase, 1997

mmMchﬁymommm“ammwhwmwgovmtmﬁmmmdm :
mostofthcoommonestcuumofnllhulthmMahw:.Aspzuentedmsecnon3 malaria is the
commonest cause of morbidity in all the three regions of Malawi, yet only 0.1% of the total public health
care expenditure (including donor funding) was actually spent on its control. This also applies to ARI.
There has been a dramatic increase in the number of TB patients (almost 342% in eight years, MOHP,
1997) and yet only 0.3% of total public recurrent heaith care expeaditure (including donor funding) was
speat on TB control.

AIDS is now the leading cause of death in adults aged 20-40 years in Malawi and yet the public health
sector only spent 0.1% of its resources on HIV programmes while the remainder of the programme was-
funded by donors (MOHP, 1997). This is an indicator of serious allocative inefficiency. Public finances
should be allocated where they will benefit the majority of the population. By reducing the risk of
contracting these discases, substantial resources could be saved which are cusrently being spest on
curative care (the major cause of hospital admission are the same diseases) (MOHP, 1995).

As noted in Tables 6.4, 6.8, 6.9 and 6.10 above, there are more health care facilities and personnel in the
urben arcas than in the rural areas. However, the rural areas have higher prevalence of diseases and worse
Basic indicators than urban areas. Table 6.19 shows the prevalence of diseases and summarizes basic
indicators for rural and urban areas in Malawi in 1995,



95

" Table 6.19 Prevalence of diseases/basic indicators between Urban and Rural areas in Malawi, 1995

population (%) 13 87
Childres with diarrhoea (%) | 19.3 263
prevalence of fever 370 410
prevaieace of AR 149 21.6
“Malawtrition rates (%) BS5 49.7
{ Tnfant mortality rate 118.1 1380
"Under five mortality rate 12054 2439
access (o adequate sanitation | 22.4 37

Source: MDHS (1992) and Malawi Goverament (1996)

This is a clear indicator of allocative inefficiency. The majority of the population are in rural areas and
they have the greatest burden of ill-health and yet most of the health care resources are concentrated in
urban areas. This is one good explanation behind the poor social and health indicators in Malawi, despite
the relatively high government expenditure on health as a percentage of government revenue.

Another technical/allocative inefficiency issue in the Malawian public health sector which requires
immediate further investigation is the distribution of health personnel between levels of care against their
authorized establishments. In its Health Policy Framework Paper (1995), the MOHP has identified the
shortage of health personnel as a critical factor impeding the efficient and effective delivery of health care

services in Malawi.

However, comparing the number of MOHP health personnel in-post in 1995/96 against their authorized
establishment, this investigation has found that there were more health workers than the authorized
establishment at both tertiary and secondary level of care and a personnel shortage only existed at the
primary level. Table 6.20 below, shows the distribution of staff against their establishment in 1995/96. It
could be argued that current establishment is now out-dated as it was published in 1988 when AIDS
related ilinesses were not a big health problem.

Much as this cowld be true, it should be noted that shows has a major implication for human resource
planning. Extensive studies were conducted prior 10 the publication of the MOHP the personnel
estallishment in 1988, These stodies looked into several factors sad chief among them was health
personnel needs in the 1990s. Thus, if it is rendered obsolete within the period it was supposed o be
offactive, shows implies a major drawbeck on human resource planning. It is therefore be bome in mind



96

that the next MOHP personnel establishment/manpower development plan be made with full view of the
weaknesses of the earlier attempt to rationalize health personnel distribution in the MOHP (i.c. the current
personnel establishment). ‘

Table 6.20 Distribution of MOHP health personnel against their authorized establishment, 1995/96

‘ 94 |94 30 0
Climicaloff | 85 117 +32 124 | 130 +6 2 19 3
[Med.Amt 150|161 |+11 |71 |138 |+ |27 244 33
Nurses 776 | 1118 | 4342 | 600 | 684 +84 718 683 )
Fharmaciet |27 | 53 ¥26 |11 |2 |+8 |0 56 +
Note Auth.= Authorized, diff= di Med. Asst = Modical Assistant

+ means cxcess .

-shortage

Source: Mwase 1997
‘Basic source: MOHP Manpower Development Unit survey (1996, 1997)

S. Hospital service indicators: average length of stay, bed occupancy rate and bed turnover rates

This is another section which presents the results of a case study undertaken in the three districts and two
central hospitals.

As previously mentioned, there were substantial disparities in the lengths of stay and bed occupancy rates
between wards and public hospitals sampled in the 1995/96 financial year. Bed occupancy rates for
district hospitals ranged from 99.7% to 141.5% and for central hospitals, it ranged from 99.4% to
143.2%. The length of stay for district hospitals varied from 7.0 to 10.2 days, while for central hospitals,
it varied from 9.7 to 11.2 (apart from TB cases). There were variations within the hospital level (i.c.
between district hospitals), but there were no substantial differences between the levels of care (district
and central hospitals).

Interational expericnce has shown that there is great scope for efficiency gains if hospitals could reduce
ALOS. Bamum and Kutzin (1993) found that ALOS at secondary hospitals were 6.2 days while at
tertiary level hospitals were 9.5 days. In the Malawisn sampled hospitals therefore ALOS are high and
could be reduced by the introduction of the following: surgical sad medical protocols, technology fer
diagnosis, more effective treatment and standardized treatment and dischasge policies (Joint Policy
Planning Committee 1993).
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The variations in ALOS and bed cocupancy rates within the hospital level (i.c. between district hospitals)
could be attributed to differences in case severity, diffrences in age groups in different locations and
differences in discharge policies. While no substantial differences between the levels of care (i.e. between
district and central hospitals, see Table 621 below) could chiefly be a reflection of admission at the
inappropriste level of care (Machman et al 1991). This means that a large number of cases that could
have been hospitalized at the district hospitals are hospitalized at the central hospitals (in Malawi,
inpatient diagnostic categorics are similar between levels of care, MOHP 1995) and this is a good
indicator of allocative inefficiency (cases could be treated at a lower cost than is the case now) .

Table 6.21 Average length of stay, bed occupancy and turn over rates

1995596

. Bed eccupancy 143.2% - 99.4%
ALOS 112 9.7
Bed turnover | 46.6% . | 374%
Bed occupancy 141.5% 99.7%
ALOS 102 6.7
- Bed turnover 50.6% | 54.3%
Source: Mwase, 1997

However, the bed turnover rates were lower at central hospitals than at district hospitals. This could be
attributed to differences in case severity seen at these two levels of care, but this is not a serious case in
Malawi (MOHP 1995). The most likely cause of this difference could be discharge policies. There is need
| for investigation of the discharge and admission policies in Malawian public hospitals.

It was also observed that matemnity patients’ and children’s wards had shorter lengths of stay than patients
in the fomale and male wards which were consistently higher than the rest of the departments (scc Tablos
6.22 and 6.23 below). As pointed out earlier on, these variations in the length of stay between hospitals
suggest some scope for reducing length of stay, mainly in district hospitals categorized as “busy”.

Wt



Table 6.22 Hospital service indicators by ward in Malawian district hospitals

as ‘very busy’, 1995/96
Male
{ Female 10.0 106 653
 [Facdiatric |90 108 Tas
Maternity 61 205 27
T8 4 210 160

The hospital service indicators for those hospitals categorized as ‘busy’ were a bit different. (see Table
6.23 below).

Table 6.23 Hospital service indicators of hospitals categorized as ‘busy’, 1995/96

Male 104 116 ' 40.0

Female 9.7 91 584
Pacdiatric 84 9 427
Maternity 6.5 190 656
TB 1410 230 20.5

Source: Mwase 1997
6.4 Planning and policy implications of efficiency issues in the Malswian public kealth sector

There are several issues which have been raised in the above analysis which have a direct and indirect
impact on efficiency of the public health care system. It should be noted, however, that further
investigation is required so as to avoid perpetuating inefficiencies in the public health care system. For
instance, the possibility of contracting-out of laundry and catering services requires additional
information and careful costing so as to determine potential efficiency.

There is an indication that re-organizing the public health sector in Malawi could improve efficiency in
resource allocation. Decisions regarding resource allocation are made at the headguarters without much
input from the hospital and peripheral units and as noted above, resource allecation in the Malawian
- health sector is not based on any rational criteria. The starting point should be to address this situation.
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 One way of achieving this, is to implement decentralization accompanied with authority (Gilson et al
1994). This would give hospital and peripheral managers greater decision-making powers. Having done
that, a mechanism for resource allocation based on need should be developed. With decentralization and
the nceds-based formula in place, it could be possible to integrate resource allocation with planning and
budgeting (Groen, 1992).

There is a need to further investigate admission and discharge policies in Malawian hospitals. Further
investigation on discharge policies might reveal that some hospitals have more efficient discharge
policies, but that some categories of patients are kept longer than necessary and vice-versa. There could
be efficiency gains if both treatment and discharge policies are standardized according to case mix
groups. Such improved efficiency could entail things like savings per case, greater patient number with
the same number of staff and shorter waiting lists for patients to be admitted (Bamum and Kutzin 1993,
Joint Policy and Planning Committee 1993).

Using the Bamum and Kutzin (1993) study, Malawisn sampled public sector hospitals have high bed
occupancy rates compared to other developing countries which have rates of between 85-90% and are
thus very crowded. These high occupancy rates reflect public hospitals which are busy, have high bed
turnover rates and long ALOS (as noted above). This might mean that Malawian hospitals are on relative
terms incurring higher unit costs for staffing, administration and maintenance (Barnum and Kutzin 1993,
Joint Policy and Planning Committee 1993). These issues require further investigation.

The issue of relatively high public expenditures on drugs, while there is great shortage of drugs in the
health facilities requires further investigation by management and planners. Increasing the drug budget to
a malfunctioning system would lead to perpetuating this problem. The serious issue of low personnel
emoluments in the face of high inflation rates and increased user charges for other public utilities (water,
electricity) needs further attention. This issue should be appropriately addressed, otherwise the proposed
reforms will not address the real issues behind poor quality of care in public health facilities.

64.3 Summary
This section has evaluated the oquity in the delivery of health services in the Malawian heslth sector in

having more resources than the South and Centre. The urban areas have more resources than the rural



100

areas, despite the large population and high prevalence of diseases/worst basic indicators in the rural
areas.

It has also attempted to provide insights into the efficiency issues in the Malawian public health sector. It
should be mentioned, however, that health care reforms should aim st maximizing efficiency and this
requires a combination of factors. One needs to determine whether the given budget is maximizing the
health status of the population. Ideally, this would involve cost-effectiveness or cost-utility analyses
measured in terms of health outcomes. In this context, there is a need to assess whether resources are
allocated efficiently in the health care system (public hospitals in particular). At the same time, one must
consider whether the appropriate amount of resources have been allocated to the health sector (the
hospital in particular). Lastly, it must be determined whether hospitals are treating the maximum number
of patients possible based on the inputs and whether they are achieving this at the least possibie cost. Such
studies need to be done in the Malawian health sector (especially in the public secter). It would be
possible to identify potential areas of efficiency improvement rather than concentrating all efforts on
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SECTION 7: DISCUSSION, CONCLUSIONS AND RECOMMENDATIONS

7.1 INTRODUCTION

This section summaries the main findings of this study with regard to the key economic objectives of
health care, namely equity and efficiency, and identifies the major challenges facing the Malawi
government in its efforts to improve the health status of the majority of the Malawian population. Sub-
section 7.2 provides the summary of equity issues in the Malawian health sector while sub-section 7.3 is -
the summary of insights into efficiency issues in the delivery of health services in Malawian public health
sector. Sub-section 7.4 suggests a way forward.

7.2 SUMMARY OF KEY ISSUES IN EQUITY OF THE DELIVERY OF HEALTH CARE SERVICES IN
MALAWI

This investigation has revealed that inequities exist in the delivery of health services in Malawi if
evaluated in terms of equal resources for equal need and affordable access. The resource distribution
pattern favours the North and partly the Centre, which have better socio-economic and health indicators
than the South. The North has more health personnel per 100,000 population apart from doctors between
levels of care and between rural and urban areas. It also has the highest expenditure per capita. The
South, with its greatest capacity to benefit (i.c. worst socio-economic and health indicators) has the lowest
health personnel per 100,000 population apart from doctors and has also the lowest expenditure per
capita.

This situation calls for immediate attention by both planners and policy-makers to re-allocate the

resources so as to achieve equity at all levels of care and between rural and urban areas. In particular, it is
evident that there are few health care resources devoted to the preventive health care level, despite the
Government’s stated priority to this level of care (stated in the Health Policy Framework Paper of 1995).
Resources also have to be shifted from urban to rural areas in the Northern and Central regions, and from
secondary and tertiary levels to the primary health care level. It should be noted, bowever, that this poses -
a big challenge to the Malawi Government.
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‘Much as a re-deployment policy can be developed and effected, there are still thomy issues remaining. In
the case of married nurses ( less than 1% of nurses are male, and the female nurses once married follow
their husbands, MOHP 1995, MOHP 1997), how are they going to be redployed and at the same time
minimize social disruption of families? In the case of redploymeant of health workers from urben to rural
areas, what incentive package will be available to those going into the rural areas (and not forgetting that
this incentive package will also involve financial resources which are already in short supply and
misalioacated). Housing is one of the problems besetting staff deployment to the rural areas (MOHP
1995). Itcould«bemcommendedthenfm'e,thntmomandbéwhombebuﬂtinnmluw,bmthiswm
entail substantial amount of resources which are currently unavailable and misallocated.

The problem cited by health workers for decline in staff morale has been lack of promotion (MOHP
1995). It is therefore recommended that promotion to higher grades be made once one has served in the
rursl areas for say four years. Much as this could entail some costs, it could be manageable within the
momceenvelope(ﬂxesalaﬁumilmdytoolow)aseompmdwbtﬁldingnewhousesforstaﬂi Related
to this, is the lack of training opportunities (cited by health workers as affecting their morale, MOHP
1995). Thus, it could be recommended that training opportunities be made available, once one has served
in the rural areas for say four years. These recommendations, however, face some immediate challenges.
It could lead to a huge influx of health workers wanting to go into the rural areas, despite lack of
accommodation, opting to rent own their own. Thus defeating the whole rational process of resource
allocation.

Alternative ways of shifting resources need to be worked out and this should be done gradually to avoid
disrupting health services at regional level i.c. North deentre,\andattlwlevelsofeami.e.secondary
and tertiary care. This gradual shift of resources would give more time for the development of
infrastructure and skills to manage the additional resources in the South. The North and the Centre should
also be given time to plan for the reduction in their activities. Failing to do so, it is more likely that
inequity will be replaced by inefficiency in the Malawian health sector, since the Southem region might
not have capacity to manage the additional resources and the North and Centre might have too many

_ activities with few health workers to manage them.

As pointed out earlier on, construction of a 300-bed hospital is underway in the North, but this
means that this new hospital in the North would greatly exacerbate the inequities in the Malawian health
sector. This new facility once completed, would require more health workers, financial resources which
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are currently unavailable and already allocated in favour of the North itself. One can therefore imagine
how big the gap will be between the North and the other two regions when this hospital is completed.

To postpone construction at this stage would be nalve as most financial resources have already been
incurred, the project is contractually bound and would likely make the government unpopular. It would
have been prudent to upgrade Rumphi district hospital which is currently being used for some minor
tertiary care into a full tertiary level care centre for the North. By doing this, the amount of resouroes
being used for the construction of the new hospital could have been used on other developmeat projects
by. the donor ( being built by Taiwanese government) and the MOHP could have evaded the future huge
recurrent costs for the hospital.

One important thing which should be explained is that over 75% of the Malawian development budget is
funded by donors (donors just fund the construction of the facilitics and leave it to the MOHP for
recurrent costs). This investigation has found that the Malawian health sector has already got a good
network of health facilities. About 85% of the population live within 10 km of a health facility (Malawi
Government and UNICEF 1992, Malawi Government 1996). However, there is both absolute and relative
inadequacy of financial resources for running these facilities. It is therefore proposed here, that the
Malawi Government should convince donors to postpone funding of construction of buildings and instead
assist in funding the recurrent cost of the already existing facilities or rehabilitating the dilapidated

- buildings and equipment. Such moves could improve the existing situation and consumers could regain
their confidence in public health care facilities.

The continuous construction of health facilities while not maintaining the old ones will require much
more resources in the future. The old buildings and equipment will reach a stage were they are beyond
rehabilitation and new ones would be required. This situation must be reversed. Donors as partners in
health service delivery must be.made to understand that the Malawi Government has limited resources
and ineffective new buildings (i.c. without recurrent revenue 10 run them) will not improve health service
delivery in Malawi and already there is a good coverage. It should be emphasized that what is required in
Malawi now, is t0 improve the current situation of health service delivery (stock facilities with drugs,

- better equipment, consumables and improvement in staff morale) not new facilities without recurrent

revenue.
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The other important issue to note, is the role of politics in health care planning (Green 1992). It has been
recommended here that resources have to be shifted from the North to the South and Centre, but this
could not be acoeptable to politicians. The evidence emerging shows that the North already feels that it is
underdeveloped therefore, it needs more resources (apparently a few detailed analyses similar to this
investigation have been done in Malawi to establish that any other region has more resousces than the
other) and the new government is busy trying to provide more economic and social services in the North
( Malawi Government 1994, 1996; Malawi Nation September 22, 1997; Daily Times September 22, -
1997; Malawi Nation September 27- October 3, 1997).

Thus, implementation of the above recommendations relies heavily on political decisions and Planners,
MOHP management, health administrators in all the three regions should seck ways of convincing,
donors, the Malawi population (especially politicians in the North and the Cabinet) that there are
currently inadequate resources in the health sector (to be cited as the reason behind poor quality of care)
and that the most feasible alternative available is to effect redistribution of the existing resources in the
health sector. |

This, however, should be based on the local plans submitted by the South, otherwise inequity will
automatically be replaced by inefficiency.

According to Reagon et al (1997) they have suggested that resource redistribution, could also be effected
by a slow rate of growth in the region which is underresourced and a slow rate of relative contraction in
the region which is over resourced and no real budgetary increase or small decreases. This could be a
better and feasible option for the Malawian health sector which could not draw a lot of controversy like
the physical shifting of resources. A slow rate of growth could be effected in the South, while
simultaneously effecting a slow contraction in the North and Centre.

They have further suggested that extra funding, obtained through a real budgetary growth in the global
health budget, through a gradual redistribution or through efficiency savings within the public health
sector, should be channcled to the underresourced region. This again secms appropriste and it could be
feasible in the Malawian scenario presented here. Gradually the North and the Centre will be losing
resources while the South is gaining till inequity has been reduced.

nmuma,m«,mmnmm.mmmmmm&.is»»m
of redistributing resources will be completed. Should the time period be very short, it is more likely that
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health servioes will be disrupted. Should the time period be very long, it is more likely to meet changes in
population movements or population growth rendering it obsolete. Thus, a realistic goal of achieving this
redistribution process needs to be worked out by planners, policy-makers and politicians.

As noted again in this investigation, access to affordable servioes is also inequitable in Malawi. This
inequity arises from the MOHP policy of not constructing a health facility if another one exists. As seen
sbove, there is already a maldistribution of public resources in Malawi, and this is worsened by the fact
that most of the mission facilities are located in rural areas (about 92% in 1995) where there is great
poverty and high illiteracy rates. This implies that mission services are only available to a small
percentage of the population, thus exacerbating inequities.

Unless this situation is redressed, inequity will persist in the Malawian health care system despite the
Jarge number of mission facilities in the rural areas. It could be recommended that one way of correcting
this situation is to introduce user fees at public health facilities, however, its equity and revenue
generstion potential should be first investigated as it might worsen the current inequities and
inefficiencies. ,

Another way is that of increasing government subsidies to mission and private-for-profit sector facilities
s0 that they provide health services to the public at a lower cost in areas where government services are
unavailable rather than relying on user fees to cover their operating costs. This recommendation however,
poses a big challenge to the government. As noted in this investigation, the Malawian health sector relies
heavily on public sector revenues (about 47.2% in 1995/96 of the total expenditure) and in the face of
limited economic growth, it is unlikely that this would be feasible. In addition, there are competing
sectors such as education and agriculture which also need government resources.

7.2 SUMMARY OF INSIGHTS INTO EFFICIENCY ISSUES IN THE DELIVERY OF PUBLIC HEALTH
CARE SERVICES IN MALAWI

The issues raised in this study provide insights into the efficiency of the Malawian public health sector.
These issues are inter-linked and they mainly point to the absence of a rational way of allocating
resources. However, there is a great need for further investigation.

There exists inefficiency in resource allocation in the Malawian health sector. The rural areas in Malawi
have the worst socio-cconomic and health related indicators as compared to the urban areas and yet they
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are poorly resourced. Most of the resources are concentrated in urban areas, the home of 13% of the
Malawian population with better socio-economic and health related indicators. This situation must be
immediately redressed. Resources have to be shifted from urban to rural areas. However, this
recommendation faces the same challenge as that of improving equity noted sbove i.c. lack of
accommodation in rural areas (MOHP 1995).

It has been noted that most of the resources are concentrated at secondary and tertiary care levels and the
primary health care continue to suffer from underfunding. This is a good sign of both inequity and
allocative inefficiency. Provision of primary health care could be argued to be the most cost-effective care
especially in situations where the disease diagnostic category is the same between levels of care (World
Bank 1994). Tertiary and secondary level require highly qualified personnel, sophisticated equipment etc.
such that the unit cost for provision of health care is higher than that at primary level care (see Table 6.16
above).

This situation should be reversed. It is a clear sign of mismatch between the government’s stated
objective of attaching a high priority to primary health care and the expenditure pattems. There could be
huge efficiency gains if primary health care could be well resourced. This could reduce utilization rates at
both secondary and tertiary level care. The savings could be used to extend services to the currently
underserved areas or purchasing other inputs, thus improving the quality of care.

Preventive care could be argued to be the most cost-effective way of delivery health services (World
Bank 1994). However, this investigation has found that preveative care consumed only 5.8% of the total
public health care expenditure (excluding donor funding) in 1995/96. This is a serious allocative
inefficiency issue. The majority of discases in Malawi could be prevented through inexpensive
technologies such as provision of safe water, malaria interventions (cutting grass short around houses and
spraying insecticides in malaria endemic areas), good sanitation, and information, education and
communication (World bank 1994).

The eost of these preventive measures could be lower than that of treating 18.5 million out-patients in
1995 with diseases which could be preveated by implementing the above measures. If the Malawian
health sector could seriously resource preventive heaith care programmes, it is more likely that utilization
rates st the health facilitics would decline. This therefore would result in efficiency savings in both the
medium and long tesm. The saved resources could be used to rehabilitate the deteriorating buildings,
equipment and purchase of consumables.
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The most important thing the Malawian health sector should immediately do is prioritize its expenditure
on the top leading reported causes of morbidity. For example, this investigation has shown that malaria is
the leading cause of morbidity at all levels of care. Thus, it consumes most of the health care resources.
The control of malaria could therefore, save the Government a lot of reseurces even though this will entail
substantial costs in the short term. However, in the medium to long term, the Malawian health sector and
the economy (through an increase in productivity) could have enough resources to spend on other
activities such as health care for AIDS patients.

Our concern here is that, given that the problem is known (i.c. Malaria), why not invest resources in its

- control now in order to achieve future gains? One could argue that there is no effective preventive

measure for Malaria. This is not the case. Impregnated mosquito nets have proved to be efficacious in
studies in The Gambia, Kenya, and Ghana (Snow et al 1987, Greenwood and Pickering 1993, Alonso et al
1993a, Alonso 1993b, Nevill ¢t al 1994, Binka et al 1996). It has been demonstrated that impregnated

. mosquito nets reduced 60% of mortality in children aged 1-4 years and it also reduced episodes of fever

by 45% among children who slept under nets in The Gambia (Alonso et al 1993a). Impregnated mosquito

nets have even proved to be efficacious under different epidemiological and cultural conditions (Nevill et

al 1994, Binka ct al 1996).

Thus, it is recommended to the Malawi government, donors, non-governmental erganizations o
investigate ways of financing the National Impregnated Mosquito Net Programme. Sources of financing
this programme need careful evaluation, however, because malaria has been a problem in Malawi for
decades and to hear that an effective measure has been found, there will be more likely a great enthusiasm
(Mills et al 1994). For example, to ask individuals to pay, would more likely lead to foregoing other
essential commeodities at the household level such as food, education and future investment (Russel 1996)
to pay for mosquito nets and the insecticides for impregnation.

Another area of great importance is that of managemeat and planning in the health sector. It has been a
tradition that management and policy-making in public the health sector is dominated by medical doctors
and Malawi is no exception. This scenario could be one of the reasons behind the heavy bias towards
curative care at the expense of preventive care (WHO, 1994, World Bank 1994). Compounding the
situation is the fact that few of these medical doctors have management and pleaning skills.
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Much as it could be important to note that doctors and nurses play an important role at the hospital
level/central administration, top management and planning should be left or include those with
management and planning skills (WHO, 1994). The situation whereby top management posts in the

" health care system are held by medical doctors, must be reversed if efficiency matters to the public health
sector. This could be achieved through expanding the traditional role of doctors by including training in
management and planning (WHO 1994). -~

Some of the noted management problems which could give-an insight into efficiency issues are -
high expenditures on drugs and medical supplics of 29.5% of total public health care expenditure in
1995/96 and yet in this financial year, the public health sector experienced the worst drug crisis (Forshali
1996). This situation demands immediate further investigation. Internationally drugs and pharmaceuticals
consume below 20% of total public health care expenditure (World Bank 1994). It could be found that
(World Bank 1994).

Howcver,onecouldugmthatthishighpemhgeofexpendimondmgsmdatﬂwsameﬁmeshomge
of drugs in the facilities resulted from increase in drug prices without substantial increase in quantities of
drugs (i.c. inflation) (drugs in public sector are imported and the value of Malawi Kwacha fell drastically
in the financial year 1994/95 following the floatation of the Malawi Kwacha against other currencies).
This could not be true. Table 5.10 shows that even before the financial year 1994/95, Malawi’s public
expenditure on drugs and medical supplies was already above international standards.

In addition, there are currently proposals to privatize Government Central Medical Stores (MOHP 1995).
This could be one way of improving efficiency. However, this will unlikely change the way health
personnel prescribe, distribute, and store drugs and medical supplies at health facilities. The very same
bealth workers at health facilities will be responsible for prescription, distribution and storage of drugs.
Thus, it is recommended that immediate investigation be carried out to stamp out all factors impeding
efficiency in the prescription, distribution and storage of drugs and medical supplies at public health

dependent on several factors such as: the size of the hospital, age of the hospital and equipment, average
length of stay, bed occupency rates and some external factors such as the source of cnergy and water.
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Further investigation should be carried out to identify ways of reducing these unit costs to the mean cost
per patient day (Mcintyre 1997).

Using the Barnum and Kutzin (1993) study, Malawian sampled hospitals have high bed occupancy rates
and are crowded compared to other developing countries, which have bed occupancy rates of between 85-
90% .These high bed occupancy rates could reflect public hospitals which are busy, have high bed
turnover rates and long ALOS (as noted in this investigation). This might therefore mean that Malawian
hospitals are in relative terms incurring higher unit costs for staffing, administration and maintenance
(Bamum and Kutzin 1993, Joint Policy and Planning Committee 1993). These issues require further
investigation.

This investigation has also noted that there is poor link between the Planning, Accounting and
Administration departments in the MOHP. According to Green (1992), budgeting is part of the planning
process. However, in the Malawian public health sector different departments and different people are
responsible for planning and budgeting. Recurrent costs are documented by the Accouats department
without much effort to translate the objectives of the health sector into recurrent budgets, while
development budgets are prepared by the Planning Unit without taking account of the recurrent
expenditure implications. Complicating the situation further, is the fact that the Accounts department
reports directly to Administration without much consultation with Planning Unit (EU 1995).

This scenario could be one of the reasons behind the prolonged historical budgeting process (including
the Medium Term Expenditure framework) in the public health sector which does not reflect the changes
in the volume of activities, case mix or input costs.

In the absence of the needs-based formula there is need to integrate the functions of Planning Unit and the
Accounts sections. According to Green (1992) and Reagon et al (1997), they have indicated that if
planning, budgeting and resource allocation could be integrated, there could be equitable distribution of
resources between regions and districts on the basis of population size and the need for health care. In
addition, there could be improved allocative efficiency between regions, urban and rural areas and
districts. Finally, there could be efficient utilization of resources within the regions, urban and rural areas
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Thus, integrated planning, budgeting and resource allocation could achieve the same results as that of the
needs-based formula. Since, Malawi does not have data on morbidity/mortality which could be used as an
indicator of need, the starting point therefore is to integrate the Planning and Accounts sections. This
again could be one way of avoiding political pressure which could be faced if the neods based formula is
developed and used in resource allocation in the Malawian health sector.

In this investigation, personnel emoluments takes the largest share (averaged 40% ) of total recurrent
public health sector expenditure, However, by intemnational standards this is very low (over 60% of public
recurrent expenditure is spent on personnel related costs in most developing countries, Griffiths and Mills
1983). Staff numbers and mix and the way in which their skills are used within the health facilities can
greatly impact on efficiency (Joint Policy and Planning Committee 1993). It has been noted, however,
that there is an inefficient allocation of health personnel in the MOHP. Areasflevels exist where there are
more staff than required while others have too few staff.

Further investigation should be carried out to assess the optimum staffing levels in the public health
sector by using various predictive models. Such an investigation should be accompanied by detailed
information on job descriptions and data on case mix and case severity. Efficiency could also be achieved
by expanding the traditional roles and job descriptions of health workers such as Medical Assistants and
Enrolled Nurses to include non-traditional responsibilities. This could be achieved by improved
appropriateness of training, multi-skilling and cross-training (Joint Policy and Planning Committee 1993).
The introduction of the new training programme for nurse technicians is a move in the right direction
(MOHP1997).

Another important issue related to this, is the low salaries in Malawian public health sector (it should be
noted again that all health workers are under the civil service). This situation requires further investigation
as it could be one of the reasons behind low staff merale, poor health worker attitude towards patients and
poor quality of care i.e. no thorough diagnosis, irrational prescribing practices (Franco, 1997).
Compounding the situation, is the factor that the already low salaries have been heavily eroded by
inflation of over 60% (Werld Bank 1996) and the increase in user fees for education, water and
electricity following government’s austerity measures to increase public revenue and make parastatal
organizations self -financing (Malswi Government, 1997).
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The impact of these policies on the health workers, need to be explored and immediately addressed,
otherwise additional resources to the health sector without a substantial improvement in personnel welfare
will have little impact on the efficient delivery of health services health workers (and civil servants). As
noted previously, such low levels of personnel income could lead to high pilferage of drugs and medical
supplies, corruption and health workers may start moonlighting.

This scenario should not be allowed to happen. It will jeopardize all the efforts made to improve health
service delivery in the Malawian public health sector. It is therefore incumbent upon the Government of
Malawi to undertake a detailed analysis of the impact of low salaries for health workers in the delivery of
sound health services in Malawi.

7.4 The way forward

Testing the hypothesis of this dissertation:
‘hﬁeﬁeeofhmﬁdmwthehedthminmmﬂlehulmmofﬂnnﬂmtyof
Malawian population could be improved through a more efficient and equitable allocation of the limited
resources currently available rather than by concentrating all efforts on looking at the alternative ways of
bridging the resource gap, which is not yet known’.

This investigation has established that although the Malawian health sector has a shortage of resources, a
high percentage of public funds allocated to the public health sector are not used on cost effective goods
and services. There is great scope for improving the health status of Malawians within the resource
envelope currently available by reducing inequities and inefficiencies. Instead of symbolic pledges, time
has now come to actually allocate resources to preventive and primary health care (even though primary
health care expenditure is higher than that recommended by UNICEF of 20% of public healith care
expenditure) and reduce public spending on expensive and urban-based curative health care.

The categories of discase diagnosis are the same between the levels of care, hence if primary level
facilities could be adequately resourced in terms of both financial and human resources, it is more likely
that utilization rates at secondary and tertiary level facilities could decline significantly. Most episodes of
iliness reach a critical stage requiring secondary and testiary care because of 2 lack of adequate care at the
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" In summary therefore, this investigation has established that:

there is scope for improving equity in resource allocation;

‘there is soope for improving resource distribution in favour of the primary heaith care level;

there is potential for efficiency gains, however, further investigation needs to be carried out; and
there is need for multi-sectoral approach in implementing programmes since the health status of
individuals is not influeaced by health care alone and this investigation has shown that all indicators
are worse in Malawi.

It is therefore incumbent upon the Malawi Government through the Ministry of Health and Population+to -
improve equity and efficiency of the of the use of the existing resources. Only then can they consider
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APPENDIX 1: Health service delivery in Malawi

Primary Secondary Terﬁary level
level level
community health Rural hospital
ceatre/dispensary/
Services promotive curstive, preventive | same as health same ashealth | primeary and

©,g water, including under S

| centre plus in- centre plus first | secondary for host

HA- Heaith Assistant
CHN- Conmamity Health Nurse
CHV- Community Health Volunteer

nutrition clinics, lsborstory, x-ray | lab, and x-ray, care for the region,
sntenatal clinics, and essential surgery, specislized
besic delivery obstetric care comprehensive | labiradiology/
services, family of obstetric case, | engineering support
planning mobile clinics, services
ambulance
- — . services
Staff Health Max1, ENMx2, CO/MA, MO/CO/RNM/ | As Secondary level,
Surveillance | HAxI, +/- CHN RN/ENMAHL, +/- | ACHNHULA/P | inaddition specialist
- § Assistance CHN ADAXCT MOs and support
" - technicians
[ Sepervisory | VHC/CHV/ | HSA/TBA/CHV | somctimes bealth | Managesand | Technical back-up
1 function TBA centre” supplies sil for clinical services
HSA/TBA/CHV | gowvt. health in district hospitals,
centres, Specialist visits to
supervises and district hospitals.
co-ordinates all
district facilitics
and programmes
Source: Adapted from EU (1995)
Staff Legend Clinical Staff
CHS-Chief of Health Services MO- Medical Officer
DHO- District Health Officer CO- Clinical Officer
RHO- Regionsl Health Officer MA- Medical Assistant
VHC- Village Health Committee ENM- Enrolled Nurse Midwife
TBA- Traditional Birth Attendant RNM-Registered Nurse Midwife
DA- Dental Assistants
- -Preveutive Staff Support Staff
HI- Health Inspector PA- Pharmacy Assistant

LA- Laboratory Assistant
RA- Radiology Assistant
CCT- Cold Chain Technician
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APPENDIX 2: MAIN CATEGORIES OF TRAINED HEALTH STAFF IN MALAWI

 Medical Officers: Trained doctors found at the Central and District hospitals. At District hospitals, they
work in the administrative positions as District Health Officers and as well as general medical duties.

Clinical Officers: this is the back-bone of the District Hospitals. They undergo a 4 year diploma course
at the Lilongwe Coliege of Health Sciences in mostly curative, in-patient and surgical care. They perform
most of the basic surgical operations at the District level, including Cesarean Sections.

Medical Assistants: undergo a 3-year certificate course in predominantly curative care, with some
preventive content, but minimal maternity care. ‘I‘hcyuetheback-boneofhedthmeedchwtym
Malawi-in both health centres, District and Central Hospitals and in rural and urban areas.

Registered Nurse/Midwives: They used to undergo a 4 year diploma course at the university, but
currently it has been upgraded into a degree programme.

Earolled Nurse Midwives: undergo a 3-year certificate course. They perform most of the nursing and
midwifery functions, especially at the peripheral, as well as under 5 years and nutrition clinics, family

Community Health Nurse: Generally, they have a post-basic training in community health at the
Lilongwe College of Health Sciences. They are intended to improve health services provision at the rural
health centres. They have managerial and practical skills.

Health Inspectors: Undergo a 4-year diploma course at the University, and have both managerial and
practical skills.

Health Assistants: Undergo a 3-year certificate training in preventive/promotive work including
environmental health, at the Lilongwe College of Health Sciences, with mostly practical skills.

Pharmacist: They under a degree training outside Malawi. Very few in number and mostly found in the
private sector.

Pharmacy Technician: Undergo a diploma training outside Malawi. Very few in number and mostly
found in the private sector.

Pharmacy Assistant: Undergo a 3-year training at the Lilongwe College of Health Sciences. They are the
ones dispensing and managing drugs at all public health facilities.

Health Surveillance Assistant: These are front-line workers for aimost all programme activities, with
mostly preventive and promotive duties. They under a 6-week training programme conducted by the
MOHP staff or NGOs.
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APPENDIX 3: OPERATIONS OF MEDICAL AID SOCIETY OF MALAWI (MASM)

_ The medial aid society of Malawi was established under the Trustees Incorporation Act C| 5.03 of
: the Laws of Malawi. It is a non-profit making organization and it became operational on 17" August
1983.
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consultations
drugs
hospitalization
maternity
dental
laboratory and x-rays
optician refraction tests
ambulance fees (between hospitals in the same locality)
. #pecialist foreign treatment to countries the Southern African Zone

.
9 © » 6 0 0 0 0 O

A

Cover ranges from 50-100% apart from AZT drug, disbetes, epilepsy and hypertension. There are
basically three schemes namely; the basic , general and extended schemes. Contributions are MK26.00
per month for basic scheme, MK125.00 per month for the general scheme and MK350 per month for
extendedscheme.

- MASM operations 1993/94- 1996/97
S B : ‘ 1993/94 - 1994/95 1995/96 199697
£ Member'sﬂp _ 16,00 17,000 18,000 20,500
‘ ' 20.5 1 30.1 40.6 42.5
k- _ﬂ( 154 255 25.2 345
tion (MK milllou) 39 4.6 $.2 5.6
50,000 89,000 101,000 121,000
Ql-s (MK miilions) 14 3.0 0.6 1.5
4 of 15 17 19 20
1 Investment Income(MKmillions) | -02 -2.9 +9.6 +0.9






