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ABSTRACT

This report provides a comprehensive evaluation of the factors underlying the
evolution, design and implementation of the 1988 fee policy in Lesotho. The chief
aim of the study was to conduct a critical appraisal of this policy, focusing on the key
factors that might have constrained or facilitated its success. The performance of the
policy was assessed in terms of financial sustainability in the health sector as well as
promotion of equitable access for economically marginalized groups. The
investigation involved qualitative interviews of key informers that were directly or
indirectly involved and affected by this policy change as well as a quantitative

assessment of the policy impact. A broad view, incorporating process, actors, context

and content, revealed that the failure of the policy to promote financial sustainability

and equity in the public health sector, is rooted in the dynamic patterns that shaped the
evolution, design and implementation of this policy. The critical features of these
patterns, which effectively constrained the success of this policy, were found to be:
hasty implementation; failure to clarify goals, objectives and strategies; failure to
generate a common vision around and commitment to the policy; failure to modify the
policy in response to changes in the economic and political contexts. The analysis
yielded pragmatic recommendations for strengthening the 1988 fee policy, which is
currently still in place. Recommendations for strengthening established decision-
making protocols that have historically shaped the design and implementation of

health sector reform policies were also generated.
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CHAPTER 1
Aims, Background and Justification

1.0 Introduction

The current chapter seeks to provide an overview of the rationale, aim and the specific
objectives of the dissertation. In addition the background on fee policies, justification
for the study and the anticipated outputs are outlined. The chapter ends with the

overall structure of the dissertation.

1.1 Project Rationale

The study is an attempt to understand the dynamics of policy design and
implementation as potential catalysts/constraints to the effective and efficient
implementation of the user fee policy in Lesotho, thus highlighting the explanatory

links between the policy intention and the actual policy outcome.

1.1.1 Aim
e To conduct a critical appraisal of the user fee policy of 1988, through a detailed
analysis of the content of the policy as well as the processes, actors, and context

that shaped the design and implementation of this policy in Lesotho.

1.1.2 Objectives

e Review the processes that shaped the policy design and implementation.

e Analyse the roles of the different actors in the design and implementation of the
policy.

o Review the context in which the evolution, design and implementation of this
policy took place

e Review the content of the 1988 fee policy.

e Determine some of the key factors that may have facilitated or constrained the
effective design and implementation of this policy.

e Develop viable recommendations for the formulation and implementation of

current reform strategies being undertaken in the health sector (see chapter three)

1.3 Background
The escalating costs of health care delivery are a distinctive menace that has plagued

governments throughout the global village. This menace has been most prominent in

1



developing countries where it has been accompanied by economic growth that is not
even close to absorbing these costs (Gilson & Mills: 1995). As a result, for over three
decades health sectors in these countries have engaged in different processes of
reforming health policies and the institutions that implement those policies. Revenue
generation and improved efficiency in the use of scarce resources have been the key
focal points of health sector reform (Korte et al: 1992; Creese: 1991; Gilson & Mills:
1995).

One of the main problems associated with health sector reform policies is the
widening gap between policy objectives and the actual outcome of policies. Some of
the reasons frequently cited for this gap are the poor design of the policy itself and
inadequate public sector capacity to implement policies effectively (Creese: 1991;
Hilderbrand & Grindle: 1994). The emphasis of policy evaluations, when undertaken,
is usually on the technical aspects (content) of policies, often ignoring the influence of
processes, actors and context, on the design, implementation and impact thereof (Walt
& Gilson: 1994; Cassels: 1995; Macrae et al: 1996; Frenk: 1996). More often than
not, the inability to understand the failure of policies stems from the de-politicisation
of policy processes in analysis (Walt & Gilson: 1994; Walt: 1994; Hogwood & Gunn:
1984).

A comprehensive evaluation of any policy needs to take into consideration factors
such as why a particular policy got onto the policy agenda and why it got
implemented when others might not have been, as well as why it got implemented in a
particular way (Grindle & Thomas: 1991; Mills ef al.: 2001). Essentially, one needs
to understand the politics of policy agenda setting as well as the politics of policy
design and implementation because the policy content is essentially a product of these
politics. Thus, to understand why a policy failed or succeeded in realising its stated

objectives one needs to understand and incorporate these politics in evaluations.

Oftentimes policies implemented in Sub-Saharan countries and other developing
countries are a result of en vogue ideologies prevailing in the international arena,
mainly because of their economic dependence and the resulting vulnerability to
external influences on their policy agendas (Okuonzi & Macrae: 1995; McPake:
1993). Partly as a result of this external influence, policies are often adopted without

any attempt to understand why previous policies or strategies failed to realise desired
2



outcomes and new policies are prescribed and implemented leading to very little
desired change. Another factor contributing to the failure to evaluate policies is the
lack of resources such as time, to effectively carry out evaluations and the capacity to
use evaluation results to inform new policies or even strengthen existing policies
(Brijlal et al.: 1998). Failure to evaluate policies has meant that new policies are
hardly ever based on substantial knowledge or understanding of the critical issues or
the baseline situation, which are factors that can potentially affect the policy impact

(Walsh & Simonet: 1996).

1.4 Justification

The current study focuses on health financing reforms undertaken in Lesotho in 1988,
which essentially involved the increase of user fee charges for health services
provided in public facilities. The aim of this policy change was to increase recovered
costs and generate revenue. Specifically one seeks to investigate if the user fee policy
in this country contributed to its stated objectives and if not, then to try and identify
the key constraining factors. Such an evaluation is imperative because since

implementation this policy has never been evaluated.

Like other Sub-Saharan countries, the performance of the 1988 fee policy in Lesotho
in contributing to financial sustainability in the public health sector has been
extremely limited with cost recovery ratios averaging only 6% in 1995. Cost recovery
ratios have in fact been falling from 10% since 1988 (Health Expenditure Review,
1996). However, the study aims to generate not only ways to strengthen the fee
policy but also mechanisms for strengthening processes of policy development and
implementation of reform policies undertaken in the health sector. Currently the
health sector in Lesotho is engaged in various organisational and financing reforms
aimed at maximising benefits with the dwindling resources currently available.
Expanding the resource base and ensuring financial sustainability are some of the
primary objectives at the forefront of this wave of change. Thus, an evaluation of the
fee policy will strengthen not only strategies for cost recovery but will also provide an
assessment of problems related to established mechanisms for health sector policy

development and implementation.



1.5 Expected Outputs of the Study
e To generate recommendations on how the design and implementation of the
user fee policy can be modified such that it is more effective in realising

sustainability without perpetuating inequities.

e To provide some of the necessary ingredients for a full review of the overall
financing strategies in the health sector and to strengthen these strategies in

their pursuit for equity and sustainability.

o To present specific recommendations to guide planning, design and
implementation of the health sector reform strategies currently being proposed

in this country.

1.6 Overview of Methods and Structure of Dissertation

The research strategy involves a retrospective descriptive assessment of the evolution,
development and implementation of the user fee policy in this country. Data
collection will be highly dependent on interviews with specific individuals who were
directly or indirectly involved in the decision-making around the policy design and

implementation, focusing on those both within and external to government.

The evaluation will focus on more than just the policy content to incorporate factors
such as the context within which the policy was designed and implemented; the
relative role and influence of different actors in the policy arena as well as the nature
of decision making processes shaping the policy design and implementation (Walt:
1994; Walt & Gilson: 1994). Because capacity is often cited as an important
constraint to effective policy implementation, one will incorporate the role of capacity
as a potential constraint in the policy arena (Hilderbrand & Grindle: 1994; Grindle &
Thomas: 1991). Nevertheless, one seeks to assess how, if at all, these factors
influenced not only the policy design and implementation but equally important is the

actual policy impact.

The following chapters provide details of the experience of the evolution, design and
implementation of the 1988 user-fee policy in Lesotho. Specifically, chapter two
provides a detailed literature review which provides the general background on user

fee policies, as well as the different approaches to policy analysis in general and the
4



analysis of user-fee policies in particular, drawing on both theoretical and empirical
literature. Chapter three provides a description of the political, economic, social and
demographic settings of the country under study, including background on the
organisational aspects of the health sector and the financing strategies of the public
health sector. Chapter four provides details of what the 1988 fee policy in Lesotho
entailed. Chapter five outlines the details of the research methodology and strategies
used for data collection and analysis, while chapter six provides the results from the
evaluation of the patterns of the fee policy evolution, design and implementation. The
results from the assessment of the policy impact on financial sustainability and equity
are presented in chapter seven. Chapter eight provides a discussion of the explanatory
links between the patterns of the design and implementation of this fee policy on the
one hand and the policy impact on the other. The last chapter outlines specific

conclusions and recommendations based on the resulis.



CHAPTER 2

Literature Review

2.0 Introduction

For a long time public policy analysts have grappled with the problem of widening
gaps between policy objectives and the actual outcome of policies. Some of the
reasons most frequently cited for this gap include, the poor design of the policy itself
and inadequate public sector capacity to implement policies effectively. However,
there are other issues that influence policy outcomes (Creese: 1991; Hilderbrand &
Grindle: 1994). The emphasis of policy evaluations, when undertaken, is usually on
the technical aspects (content) of policies, often ignoring these other issues.
Specifically, the processes and actors that shape policy design and implementation as
well as the underlying context within which these processes take place are the critical
factors that are seldom incorporated into policy analyses (Walt & Gilson: 1994;
Cassels: 1995; Grindle & Thomas: 1991; Frenk: 1996). Hence, more often than not,
the inability to understand the failure of policies stems from the de-politicisation of

policy processes (Walt & Gilson: 1994).

The aim of this chapter is to provide a review of the literature relevant to policy
evaluations, focusing primarily on user-fee policies aimed at cost recovery. More
specifically, an attempt is made to provide an assessment of the politics of policy
design and implementation and how these activities affect the success or failure of
user fee policies in realising their stated objectives. The first section outlines the
rationale, general objectives and strategies and the problems associated with user-fee
policies as well as the criteria for evaluating cost recovery policies. The second
section looks at different models for evaluating public sector policies. This section
attempts to draw the possible linkages between the problems associated with user fees
and the patterns of policy design and implementation. The conceptual framework
adopted for evaluation in the current study is briefly outlined in section three, with a
particular focus on the relevant questions to be addressed in the analysis, as well as
the specific indicators that can be used for performance measurement. All three
sections will draw on theoretical and empirical experiences from developing countries

that have implemented this policy.



2.1 User-Fee Policies

The implementation of user fees in developing countries is part of the global trend to
reform health sector policies and the institutions that implement these policies (Mills
& Gilson: 1995). The need for health sector reforms derives from shrinking resource
bases for health systems, coupled with health care cost inflation, as well as worsening
disease burdens and the associated increase in the demand for health care (Korte et al.
: 1992). The dominant focus of these reforms has been improving the efficiency of
health systems through organisational restructuring and financing strategies for the
health sector (Gilson & Mills: 1995). Moreover, limited macro economic
performance of developing countries has meant that governments have been forced to
search for innovative ways to generate additional resources for the health sector. The
main strategies for generating revenue include risk sharing; (social, national and
private health insurance) cost recovery through user fees and community financing
(Gilson & Mills: 1995). As stated before, the current study will focus only on user
fees. The aim of this section is to provide background on fee policies outlining the
different rationales for these policies; the criteria for assessing the performance of
user fee policies, specific pre-conditions for successful fee policies, typical problems
associated with these policies as well as a brief look at the overall empirical

experience of fee policies in Sub-Saharan Africa.

2.1.1 Objectives of User Fee Policies

User fee policies can be understood as a conscious effort by governments to set prices
for healthcare provided at public health facilities, in pursuit of specific goals. Such
policies can imply the introduction or increase of fee levels charged for healthcare in
public facilities. The aim of such strategies in the medium term is to generate revenue
for the government or for the health sector or sometimes for the facility collecting
these fees. The long-term goal is to promote financial sustainability in the health
system (Korte et al.: 1992; Creese: 1991; Goodman & Waddington: 1993). In
addition, governments can introduce a system of differential charges that promote
rational use of the referral system and curb frivolous use of health services, thus
enhancing sustainability and efficiency (Kutzin & Nyonator: 1999; Shaw & Griffin:
1995; Akin et al.: 1987). On the other hand, fees can be abolished for specific
categories of diseases that fall under primary health care. The long-term goal of this
strategy is to ensure equitable access to primary health care, especially for the low-

income groups, thus promoting social equity (Shaw & Griffin: 1995). Fee policies are
7



thus implemented for different reasons and can take different forms. But the primary
reasons often cited for the charging or raising of fees for health care services are
improved efficiency in, and financial sustainability of, the health system through
appropriate price signals and resource mobilisation (Gilson et al.: 1995; Thomas et

al.: 1988).

2.1.2 Criteria for measuring performance of fee policies

Although the primary objective of raising or introducing fees for healthcare is the
recovery of costs, cost recovery is not an end in itself (Creese: 1991). As mentioned
above the long-term goals of cost recovery fee policies are essentially the promotion
of efficiency and financial sustainability of the health care system. On the other hand,
for humanitarian reasons equity goals are often of particular concern when fees are
raised or introduced, hence targeted prices and exemption schemes aimed at ensuring
distribution of healthcare according to need, as opposed to ability to pay often
accompany cost recovery policies (Whitehead: 1992; Gilson et al; 1995). Moreover,
revenue generated can be used to promote efficiency and equity if it is allocated
towards improving quality of care and coverage at the lower levels of the health

system (Livack & Bodart: 1993; Gilson ef al: 1995; Gilson & Russel: 1995).

Where cost recovery fee policies are implemented, health sectors, and indirectly
governments are in effect pursuing two sets of goals that are intrinsically
contradictory. On the one hand fees are charged to generate revenue to sustain the
health sector and to discourage frivolous demand for healthcare, thus enhancing
efficiency in the health system (Russel & Gilson: 1995; Gilson ef al.: 1995; Gilson &
Mills: 1995). On the other hand, people who cannot afford to pay cannot be denied
services (Whitehead: 1992). In a context where equity is an official goal of
government, the implementation of cost recovery fee policies will be successful when
a balance is struck between efficiency and sustainability on the one hand and equity
on the other. Moreover, although cost recovery is a primary objective, it is generally
accepted that in spite of problems of effective policy implementation, total cost
recovery is not attainable given concerns with equity and escalating health care costs.
Hence on their own user fees cannot achieve overall financial sustainability of a
health system (Creese: 1991; Korte ef al.: 1992; Gilson ef al.: 1995; Gilson & Russel:
1995).



The primary intent of this section is to provide some detail on the critical criteria for
evaluating the impact of user fees, focusing primarily on efficiency, equity and

financial sustainability. (Kutzin: 1995; McPake & Kutzin: 1997).

2.1.2.1 Efficiency
Efficiency refers to the maximisation of benefits at least cost, thus making the
most of the scarce resources available to health sectors in developing countries
(Akin et al: 1987; Mills & Gilson: 1995; Gilson et al: 1995; Goodman &
Waddington: 1993). Efficiency can be understood in terms of allocative and
technical efficiency. Allocative efficiency is promoted when resources are
allocated such that benefits are maximised. For example, allocative efficiency
would be maximised if health care resources (including fee revenue) are
invested mainly in primary health care services as opposed to tertiary care
since the latter is more costly and benefits fewer clients (McPake & Kutzin:

1997; Gilson et al: 1995; Russel & Gilson: 1995; Mills & Gilson: 1995).

Technical efficiency is promoted when activities are undertaken with minimal
costs, also known as operational efficiency (Mills & Gilson: 1995; McPake &
Kutzin: 1997; Kutzin: 1995). For instance, technical efficiency is
compromised if the health care referral system is not effective. For this reason
the promotion of technical efficiency depends on factors beyond the user fee
policy, factors such as the distribution and use of staff and skills, admission
practices and in-patient statistics as well as use of an essential drug list,
equipment and facility maintenance (McPake & Kutzin: 1997; Green: 1992;
Sahn & Bernier: 1993; Mills & Gilson: 1995). In addition the costs of billing,
collection and exemption procedures (for example salaries) might outweigh
the actual revenue generated from user fees thus causing inefficiencies in the

overall health system (Gilson et al: 1995; Zwi & Mills: 1995).

Efficiency however, cuts across both equity and financial sustainability. For
instance, by containing costs through technically efficient use of health care
inputs/ resources, revenue generation is effectively promoted. On the other
allocation of resources towards lower level services (primary health care)

promotes allocative efficiency and therefore equity (McPake & Kutzin: 1997).



2.1.2.2 Financial Sustainability
Sustainability refers to the capacity of a system to survive in relation to a
given level of external support (Goodman & Waddington: 1993). The main
focus of user fee policies is to promote financial sustainability of healthcare
systems through mobilising domestic revenue (in this case fees were
increased, see section 2.1 for other methods of generating domestic revenue)
and reducing costs by improving efficiency. Financial sustainability implies
that resource mobilisation systems provide reliable and stable financial
resources overtime and that there are effective mechanisms in place to contain
costs within the available financial resource base (McPake & Kutzin: 1997,

Knowels ef al: 1997; Gilson et al: 1995).

Various factors affect the financial sustainability of a system. These include
the level of fees charged at health facilities, revenue collected relative to
recurrent expenditure, the ratio of donor funding for the health sector as whole
relative to public finance as well as effective cost containment strategies
(Baker: 1996; Goodman & Waddington: 1993; Korte er al: 1992; Gilson et al:
1995; McPake & Kutzin: 1997).

Equally important to the sustainability of the health system, is the degree of
ownership and political commitment to health financing policies by not only
political leaders but also implementers as well as other relevant stakeholders

(Okuonzi & Macrae: 1995, Grindle & Thomas: 1991).

2.1.2.3 Equity
Equity refers to the distribution of burdens and benefits within the healthcare
system as a whole. The introduction or increase of user fees for health care
promote equity in health if they are affordable to all groups in the population
and do not act as a barrier to utilisation for those who cannot afford to pay.
Thus, from this perspective the distribution of health care ought to be based on
need as opposed to ability to pay (Gilson & Mills: 1995; Whitehead: 1992;
Russel & Gilson: 1995; Gilson et al: 1995). Moreover, an equitable user- fee
system effectively facilitates cross-subsidisation of the economically

marginalised groups by those who can afford to pay. Cross-subsidisation can
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also be across different geographic areas where the poorer areas receive a
relatively larger budget allocation compared to the better off geographic areas
(McPake & Kutzin: 1997; Mooney: 1996). Specifically, horizontal equity
implies equal treatment of equals as in the case where a particular income
group might be exempted from payment due to inability to pay. Vertical
equity refers to the unequal treatment of un-equals in a bid to redress
inequities that exist. This is particularly relevant where there are inequities in
terms of resource endowments between different geographic areas (Mooney:

1998; Gilson & Mclntyre: 2002; Segall: 1983).

User fees charged for healthcare services are notorious for their negative
impact on utilisation of healthcare services by the economically marginased
groups (Gilson: 1988; Creese: 1991; Korte et al.: 1992; Gilson et al: 1995;
Gilson: 1998). However, if complemented with fee retention at facility level,
effective exemption schemes as well as increased investment in quality of
care, as well as primary healthcare then the negative effect of fees can be
curbed (Litvack & Bodart: 1993; Shaw & Griffin: 1995; Collins e al: 1996).
An assessment of the performance of user fee policies with regard to equity
would require that one considers factors such as, levels of health care facility
utilisation before and after introduction of increases in fee levels; mechanisms
for resources allocation between different levels of healthcare and between
different geographic areas as well as the proportion and criteria for exemptions

(Kutzin: 1995; McPake & Kutzin: 1997; Knowles et al.: 1997).

The success of user fees in promoting efficiency, equity and financial sustainability
depends to a large extent on the organisational structures of health systems (McPake
& Kutzin: 1997; Mills & Zwi: 1995; Gilson & Mills: 1995). Some of the critical

preconditions for the successful performance of user fees are outlined below.

2.1.3 Pre-conditions for successful perfermance

Several pre-conditions have been identified for the effective implementation of user
fee policies. The critical ones include: decentralised control of fee revenue;
sustainable improvements in quality of care before fees are raised or introduced;
institutional capacity development, as well as assessments of ability to pay (Collins ef

al.; 1996; Gilson et al.: 1995). As stated above fee policies aimed at cost recovery
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need to be accompanied by comprehensive exemption and targeting schemes aimed at
safeguarding access to health care for disadvantaged groups and pricing which
rationalises the referral system (Kutzin & Nyonator: 1999; Akin et al.: 1987, Shaw &
Griffin: 1995; Gilson & Russel: 1995). Furthermore, these groups in particular, can
benefit from fee revenue if this revenue is used to increase investment in primary
health care and to improve the quality and coverage of health care services (Litvack &
Bodart: 1993; Collins et al.: 1996). The following account outlines some of the

typical problems associated with these pre-conditions.

2.1.3.1 Decentralised financial control

The management culture of financial and other resources impact on the effectiveness
of cost recovery strategies. Decentralised control of fee revenue essentially requires
effective structures to be developed in the periphery, to ensure efficient collection of
revenue that can be effectively used at the point of collection. This arrangement is
said to enhance incentives for revenue generation and to facilitate the development of
capacity to improve quality of care and coverage at these levels (Mills & Gilson:

1995; Zwi & Mills: 1995, Gilson et al: 1995; Russel & Gilson: 1995).

2.1.3.2 Sustainable quality improvements

In theory, quality improvements will benefit the lower income groups because they
are able to change from expensive private healthcare (missionary facilities private-for-
profit providers) to more affordable public healthcare (Gilson et al.: 1995; Gilson &
Russel: 1995). Quality improvements associated with fee revenue usually entail
improved availability of drugs, maintenance of facilities and equipment as well as
improved staff morale through salary top-ups and/or payment for overtime (Mills et
al.: 2001). The potential for fee revenue to finance sustainable quality improvement
in the periphery is realised only if this fee revenue is complemented with adequate
budget allocations from the centre and does not replace these allocations (Gilson &

Russel: 1995).

2.1.3.3 Sustainable institutional capacity building

Although the merits of decentralised revenue control are plausible in theory,
problems of effective collection and efficient use of fee revenue are experienced at the
peripheral level because of inadequate capacity (Gilson: 1988; Creese: 1991; Walley

et al.: 1991; Gilson & Mills: 1995). The situation is further aggravated when the
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centre lacks the capacity to monitor, coordinate, supervise and provide clear
guidelines on how revenue should be used. For instance in Zambia, Zimbabwe and
Uganda, ineffective coordination in the implementation of the fee policy meant that
facilities charged different fee structures and at times revenue was not used efficiently
(if at all) to improve local quality or coverage of health services, because of overly
bureaucratic procedures for spending monies (Okuonzi & Macrae: 1995; Gilson &

Russel: 1995; Gilson ef al.: 1995).

In some instances for various reasons, such as the capacity deficiencies mentioned
above, financial control remains centralised. As a result staff at the periphery have no
real incentive to effectively carry out cost recovery strategies, as they have no say in
how collected revenue is spent. For example in Zimbabwe the raising of user charges
had little to do with health sector objectives (Zwi & Mills: 1995). Hence, not only did
cost centres (facility managers) have no say in revenue use, even the Ministry of
Health had no say in how fee revenue should be used. In this instance fee revenue
was reverted to the overall public sector revenue basket under the Ministry of
Finance, for redistribution among the different sectors (Mills et al.: 2001 Gilson et al.:

1995).

2.1.3.4 Systematic inefficiencies

Efficiency and thus financial sustainability has also been constrained by the
administrative costs associated with user fee collection and implementation of
exemption schemes (Creese: 1991; Thomas et al.: 1988). Moreover, rationalisation of
the referral system has not always been successful. Problems of strengthening the
referral system might occur in cases where the lower levels (health centres and
clinics) are extremely under-resourced relative to hospitals and therefore the quality of
care in the facilities is lower. In such instances, clients tend to by-pass these lower
levels to seek more costly care from facilities at higher levels (Litvack & Bodart:

1993; Akin & Hutchinson: 1999).

2.1.3.5 Informational Constraints

Another reason why fee policies have failed to meet cost recovery targets and
equitable access relates to informational constraints. Specifically lacking is
information on factors such as affordability and willingness to pay as well as

accessible information for identifying the target group. Poor management information
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systems mean that the cost of healthcare delivery is unknown. Hence revenue targets
are not always based on real data and are thus difficult to monitor (Creese: 1991).
Furthermore, fee levels are often set at extremely low levels and are not adjusted to
inflation rates (Thomas ez al:: 1988; Gilson et al: 1995; Mills et al: 2001). Lack of
information and understanding about the referral system, particularly by healthcare
consumers, has constrained the objective of rationalising the referral system and
therefore efficiency in the health system (Hongoro et al: 1998). This problem is
aggravated by the existence of targeted prices and exemptions. Details of cost

recovery problems associated with exemptions are outlined below.

2.1.3.6 Exemptions and targeted prices

According to a study conducted by Gilson and Russel only two countries (2/28,
Zimbabwe and Thailand) granted exemptions based on income (direct targeting) and
the rest used characteristic targeting. Exemptions are generally granted for specific
characteristics such as type of illness (tuberculosis) as well as demographic details of
patients (maternal and child healthcare) and geographic location. Difficulties
associated with identifying target groups directly according to income level, have
resulted in an over reliance on characteristic targeting. Hence, the focus is not
necessarily on ability or inability to pay and the potential revenue base from fees is

diminished (Sahn & Berner: 1993; Gilson ef al.: 1995).

The main problem with characteristic targeting is that there is a higher risk of over-
coverage of people who can afford to pay and thus the potential for revenue is
compromised. On the other hand with direct targeting there is a greater risk of under-
coverage due to the complexity of procedures for identifying the ‘right’ income
bracket (Thomas ef al.: 1988; Gilson & Russel: 1995; Mills et al.: 2001; Gilson et al.:
1995).  Moreover, the costs of implementing exemption schemes can be
overwhelming, not only for the health sector (administrative) but also for clients
seeking such services. An example of such would be where the granting of
exemptions takes place at central government offices often situated in the city, hence
requiring rural patients to travel long distances, which implies significant additional

costs for these clients (Mills et al.: 2001; Korte et al.: 1992; Thomas et al: 1988).

The problem of cost recovery relative to exemptions is compounded by the official

and unofficial inclusion of civil servants, health workers, as well as the military and
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their families, as part of the target group (Gilson er al.: 1995; Killingsworth et al:
1999), as well as the distortion of these schemes by political factors which encourage
exemption of the non-poor (Thomas et al.: 1988). For instance, official exemptions
granted to MOH employees and their dependents led to a loss of 21% of total revenue
for 1986 in Ghana and this does not include other exemptions granted for equity

objectives (Shaw & Griffin: 1995).

Section 2.1.3 above has attempted to outline some of the critical problems associated
with the preconditions for the realisation of financial sustainability and equitable
access to healthcare through user fee policies. Section 2.1.4 below provides a brief
general outline of the general performance of fee policies in Sub-Saharan countries

that have implemented this policy.

2.1.4 Empirical evidence of performance of fee policies in Sub-Saharan Africa

Given the problems outlined above it is not surprising that the performance record of
user fees in realising their objectives has been extremely limited (Gilson: 1988;
Creese: 1991). On the issue of financial sustainability, cost recovery ratios in most
African countries only range from 1-12% with an average of about 5%. Moreover,
fee revenue makes up only about 2% of total government recurrent expenditure in

Sub-Saharan countries (Vogel: 1991; Korte et al.: 1992).

Some of the problems with fee policies highlighted in the previous sections are
essentially elements of the content of fee policies. Furthermore, the problems
associated with the policy content tend to be rational and to some extent obvious. For
example, it is obvious that failure to adjust fees to inflation rates has led to falling cost
recovery ratios overtime, given that healthcare costs have been on the increase (Mills
& Gilson :1995). The current evaluation seeks to provide an understanding of factors
such as why fee schedules are not adjusted accordingly to inflation rates as well as
why civil servants continue to be exempted from payment for health services when
they are often the main group that can afford to pay (Gilson et al: :1995). An
assessment of the policy processes including the actors and the context within which
the policy is designed and implemented provides the critical background for policy
evaluation. Section 2.2 below provides a description of some of the critical factors

influencing the outcome of public sector policies.

15



2.2 Design & Implementation of Government Policies

A comprehensive understanding of the reasons for the failure of any policy to realise
its stated objectives, requires more than just a technical review of the content (Walt &
Gilson: 1994). This section aims to provide an overview of the policy arena by
looking at different types of policies and their implications. An attempt has been
made to apply the critical elements of the patterns of policy design and
implementation to health policies in general and fee-policies in particular, drawing on
experiences of different countries that have (or attempted to) implement user fee
policies. This application should provide examples of how the overall policy
environment may have facilitated or constrained the success of the policy in the

different contexts.

2.2.1 Types of Policies

A policy can be understood as purposive action by governments, aimed at addressing
a particular problem. Policies entail decisions relating to the implementation and the
enforcement of particular decisions (Walt: 1994). Hence, in the case of user-fee
policies the problem identified was defined as a lack of financial resources for the
health sector (Ghana) or the public sector (Zimbabwe) (Mills er al.: 2001). Thus the
policy was implemented with the aim of recovering some of the costs and therefore

generating revenue.

The focus of public policy analysis is essentially the formal institutions of government
as they provide the structures within which public policy processes take place (Walt &
Gilson: 1994). Although public policy development and enforcement are more often
than not the responsibility of governments (through policy analysts and technicians),
the actual process is not necessarily exclusive of other actors both inside and outside

government (Cassels; 1995; Walt: 1994),

In trying to understand who makes policies, Walt makes a distinction between macro-
and micro-policies (Walt: 1994). Macro policies (high politics) entail a systematic
change, for example health reform policy initiatives such as decentralisation and
introduction of user fees for healthcare at public facilities. Hence, the processes of
design and implementation of such policies tends to be closed and limited to the
ruling elites. Micro-policies (low politics) refer to sectoral changes such as systematic

annual increases in fee structures in response to inflation, or changes in treatment
16



regimes for tuberculosis. The way in which the public responds to a given policy may
affect the nature of that policy so that the distinction between micro and macro

policies is not stagnant (Grindle & Thomas: 1991; Walt:1994; Walt & Gilson: 1994).

As the political economy (national and international) changes overtime, so too does
the nature of particular policies (Grindle & Thomas: 1991). For example, health
policies were historically limited to the professional elites hence they evoked little
controversy and public reaction. With new ideological values specifically neo-liberal
philosophy becoming more pronounced, health policies have become increasingly
controversial and the subject of debate in the public arena (Walt & Gilson: 1994).
The arena of health policy design and implementation has thus become increasingly
complex and the nature of policies (micro or macro) is as dynamic as the environment

in which policy processes take place (Grindle & Thomas: 1991).

Policies can also be distinguished according to their effect (Walt: 1994). Four distinct
effects can be identified. These include distributive policies, which relate to the
distribution of benefits in society and are not controversial, as they do not imply costs
for some groups at the expense of other groups. Some policies aim to regulate certain
groups (for example private practitioners and healthcare insurance companies)
through the imposition of restrictions. Regulatory policies affect particular groups,
and as such do not affect the public as a whole. The third set of policies is self-
regulatory policies, which apply to individual organisations and do not necessarily
include the public. Re-distributive policies are the most controversial, as they imply a
conscious effort by government to address socio-economic inequalities in society
through taking from some groups and giving to other groups. These kinds of policies
can potentially spark vehement opposition or support from the different segments of

society (Walt: 1994).

User fee policies in practice are often complemented with strategic concerns for
equity in access, in terms of payment according to ability and cost recovery strategies
through cross-subsidization, as a result they can be controversial. Fee policies are
especially controversial if some people are expected to pay and others not, as well as
in the case where the public is used to not paying and then user-charges are introduced

(Zwi & Mills: 1995).
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6.3.1.2 National Economic Context

The primary factor that placed the 1998 fee increases on the national policy agenda in
Lesotho was the economic crisis that prevailed during this time. As a result of this
state of affairs, in an attempt to stabilise the economy, the government adopted the
structural adjustment program between 1988 and 1992. One of the critical elements
of structural adjustment was tight fiscal policies, which effectively reduced
government expenditure, including health sector expenditure. The national fiscal
crisis experienced by the government at this time, meant that the government was
severely short of resources and thus had to find alternative sources to add to the
existing resource base. This was the basis for the objective of cost-recovery hence the

increase of health care charges.

Structural adjustment meant that resources (such as training, detailed assessment of
affordability, time and skills) necessary to facilitate effective policy design and
implementation were scarce. Moreover, the associated freezes of promotions and low
salaries meant that everybody, including the people expected to collect fees, was
experiencing the economic hardship prevailing at the time. In the absence of effective
monitoring and evaluation systems it is not surprising that sinister practices such as
drug pilfering, bribery and theft of monies were some of the decisive factors hindering
effective cost recovery. Thus, given the level of poverty and unemployment the
environment was conducive to the abuse of the system by those who were responsible
for collecting fee revenue and granting exemptions. Five of the subjects interviewed
alluded to these practices as the main hindrances to effective cost recovery and

exemption systems.

The policy was a reaction to economic crisis and as such, was not designed to address
the real problem of generating sustainable revenue for the health sector or to broaden
the resource base for the health sector. From this perspective policy makers were
short sighted about the overall goal of financial sustainability. Moreover given the
level of social poverty and unemployment, the increase in fees could not be set at

levels that would effectively ensure significant improvements in cost recovery.

6.3.1.3 National Political Context
The context of military rule meant that the decision-making processes tended to be

top-down in nature and the channels for expressing opposition to government policies
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non-existent. With military rule there was no fear of loss of political power (due to
fee increases) by the government because there was no culture of democracy. As one
of the senior MOH officials stated “luckily there was no political pressure saying we
are afraid to raise fees because people will not vote for us... it would have been very

difficult to implement the necessary changes in a democratic setting .”

With military rule it is probably not surprising that decision-making processes around
the policy design and implementation failed to include consultation with the primary
stakeholders and that these processes tended to be top-down in nature. Moreover, the
absence of a democratic culture with legitimate channels of expressing opposition,
meant that policy makers could afford the arrogance to assume that the decisions
made around the policy design would pass uncontested. The ‘closedness’ of the
decision-making processes shaping the policy made it easy for policy-makers to
define the problem (severe shortage of government resources) and for technical

experts to define the solution to the problem (increase user fees).

Also related to the political context, failure to adjust fee schedules to inflation might
also be due to a change in the political regime in 1993, as opposed to the lack of
commitment to policy objectives or the absence of an official policy document which
spells out the implementation plan of the policy. This transition from military to
democratic rule brought new interests and a different political agenda... “democratic
politics are not conducive to rational decision making... it’s smoother to (implement
such measures ) under military rule...with democracy there’s always interference
Jrom all sides...(especially politicians).” (former senior MOH official and policy task
force member). The new democratic government also brought with it new senior
officials who were not necessarily sympathetic to financial reforms that had been
undertaken during the previous political era. Hence some of the elements of the

policy... “died a natural death.” (program manager and policy task force member).

6.3.1.4 Institutional Capacity

As indicated above, structural adjustment had a negative effect on the resource base of
the public sector, the situation was aggravated by the political context, which affected
the management culture and established patterns of decision making, which in turn
did not encourage consultative decision-making around the policy design. Poor

institutional capacity influenced the role of the different actors involved in the design
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of the policy. The absence of the necessary local skills to develop the policy might

help us understand the influential role played by the external consultant.

Economic malaise and the related tight fiscal policies meant that the resources to
effectively train personnel and implement the necessary institutional and structural
changes that would facilitate the success of the policy were not available. Hence,
there was a lack of foresight by policy decision makers regarding the potential adverse
effects of the structural adjustment program on the overall capacity of the government
and the MOH in particular, to effectively implement fee increases towards cost
recovery and other changes that were being undertaken at the time. For example, if
salaries are frozen, staff morale and dedication are likely to be weak. This coupled
with the absence of effective management structures and under-developed
mechanisms for monitoring and evaluation means that there is a greater risk of theft of
monies collected “...main problems hindering effective cost recovery include the fact
that...people responsible for collecting fees hold junior positions and are underpaid,
so inevitably they do steal money...this is made worse by the absence of functional
disciplinary action.” (former district medical officer). Hence, these other policies had

some influence on the potential for cost recovery and thus sustainability.

6.4 THE POLICY CONTENT

Most of the problems associated with hasty implementation of the policy (see section
6.1.1.2.1.3) make up what can be regarded as the policy content. The following
section focuses on the critical features of the policy content that have not surfaced in
the previous discussion and seeks to assess the potential of the policy as it is designed

to realise financial sustainability and equity.

6.4.1 User-fees and Financial Sustainability

Although fees were raised by over 200% the new levels were still low relative to fees
charged by other providers and they could not realistically have facilitated the
targeted 15% cost recovery. Some of the reasons for this include the fact that in
calculating the cost per unit of health care service, the policy makers concentrated
only on the expenditure on drugs, and did not look at other inputs. Thus, the new fee
schedules were not adequately designed to facilitate improved cost recovery.
Moreover, as one manager stated, “ ... the recurrent costs that we are trying to

recover (even if it is only 15 %) every year are continuously rising at an alarming
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rate ... with high inflation and stagnant fee structures, there is no way we can recover
even 5% of the costs ... The costs to the ministry are extremely high and it is hard to

keep up.” (senior hospital manager).

6.4.2 User Fees and Equity

Fee structures were set low relative to fees charged by other providers, however one
cannot say with certainty that fees were set at low levels to ensure equitable access,
especially because these levels were not based on any prior assessment of
affordability. The fact that the fee policy was a reaction to a shortage of resources
meant that equity was not a primary objective in that context. However, one can
deduce from the inclusion of the ‘the destitute’ and the somewhat low fee levels
charged (relative to non-government providers), that policy makers had taken
marginal consideration of equity. Failure to develop clear criteria for exemptions
aimed at protecting these ‘destitute’ resulted in the ineffectiveness of exemption

schemes.

6.4.3 Inberent Contradictions with the Policy Content

The main problem with the policy content is that it is highly lacking in content. The
reliance on secondary data to piece together the intended strategies of the policy
makes it difficult to conduct a meaningful assessment of policy content.
Nevertheless, as part of an incentive for hospitals to recover costs, at the same time
that fees were raised there was a lump sum reward over and above the annual budget

¢

allocation, to the highest collecting hospital. “...the problem with this was that
although it was an incentive for cost recovery it was also a (disincentive) for
expenditure on primary health care services because they do not generate revenue 5o
PHC programs were effectively marginalized.” (MOH program manager). Although
this practice is no longer in place, it serves to illustrate that at the time that the policy
was designed, the policy makers responsible were more concerned with cost recovery
and instilling a sense of competitiveness than they were with equity. As a result, the
strategies to promote cost recovery tended to undermine equity, not only in terms of

the resulting dis-investment in primary health care but also in terms of geographic

equity.
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6.5 PATTERNS OF POLICY DESIGN AND IMPLEMENTATION:
WRAP-UP

Thus far the analysis has attempted to provide a detailed description of the processes
and actors that interacted to shape the user fee policy in Lesotho as well as the context
in which these processes took place. The aim of this descriptive analysis was to
identify the critical features of the dynamics underlying the design and
implementation of this policy, as well as to provide plausible links between these
factors and the policy impact on financial sustainability and equitable access. The
most striking features of the patterns of policy design and implementation are listed

below:

o Failure to develop a comprehensive policy document outlining clear
objectives and strategies.

o Ineffective exemption strategies.

0 Fees set at extremely low levels that were not adjusted to inflation rates.

o Considerable influence of external factors.

0 Lack of commitment to and ownership of the policy by health managers
and implementers.

0 Separation of responsibility and accountability (no policy champion).

0 Hasty implementation

» Failure to generate consensus and a common vision about
policy objectives among the relevant stakeholders

Absence of effective monitoring and evaluation systems
Unclear collection and billing procedures
Unclear roles and responsibilities

Inadequate institutional capacity

v v VvV Vv Y

Failure to undertake assessment of ability and willingness
to pay

The current chapter has attempted to provide a description of the specific nature of the
processes, actors and contextual factors underlying the patterns of design and
implementation of this policy. Inevitably these factors interacted to not only define

the policy content but also to influence the success or failure of the policy to realise its
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stated objectives. The next chapter outlines the impact of this fee policy on financial

sustainability and equity.
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CHAPTER 7

Results: Policy Impact

7.0 Introduction

The evaluation of the 1988 fee policy in Lesotho has proved to be challenging
because it is not clear what the objectives of the policy were and whether these
objectives were for the health sector or for the government as a whole. The current
evaluation will focus on the policy impact from the perspective of the health sector,
thus focusing on how the policy contributed to financial sustainability in the health
sector as well as equity in access to health care and equitable allocation of resources
in this sector.  The specific criteria for evaluating the policy have been summarized
in table 5.2.1 (see chapter 5). The following account addresses both the qualitative

and quantitative measures of impact.

7.1 POLICY IMPACT ON EQUITY

7.1.1 Exemptions

Exemption schemes in Lesotho include both direct and indirect exemptions of specific
groups, such as prisoners, village health workers and their families, patients under
police custody as well as maternal and child healthcare services. In addition, disease
categories including tuberculosis, leprosy, epilepsy and psychiatric patients are
exempted from payment. Exemption of paupers does not include criteria for the cut-
off income point that defines ‘a pauper.” Instead the policy relies on qualitative
definitions of poverty, which depend on the judgment of chiefs and village health
workers. As it has been implemented, the policy has been highly regressive because
MOH workers and their families are ‘unofficially’ exempted in practice. The
outcome of this unofficial exemption is that equitable access is undermined because
some of those who can afford to pay are not paying while those who can hardly afford
to pay (the under-employed and those working in the informal sector) are required to
pay. Furthermore, this exemption of the non-poor has the effect of constraining cross-

subsidization of paupers by those who can afford to pay.

The scarcity of reliable data on exemptions granted has made it impossible to evaluate
the effectiveness of these schemes in actually protecting those who need to be
protected and to undertake a comparative analysis of exemptions between different
geographic areas. Nevertheless, some data were collected from the National Referral

Hospital (also the Maseru district hospital), which appears to be the only place where
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such data were available, but there were considerable gaps. Table 7.1.1 below
provides a snapshot of the criteria and number of exemptions granted for inpatient

services for the years 1995/96 and 1996/97.

Table 7.1.1.1 Number and criteria of exemptions granted. {Inpatient data QEIll Hospital)

Criteria 95/96 a96/97
Epilepsy 1008 1398
Blood donors 151 147
Tuberculosis 6 72
Psychiatric 91 10
Malnutrition 54 24
Social Welfare 580 44
Community Health Workers 65 63
No reason reported 25 13

Data taken from Queen Elizabeth II Hospital Records

From table 7.1.1.1 above, one can see that exemptions based on socio-economic status
(social welfare) are not the primary reason for non-payment, characteristic targeting is
more prominent with epilepsy being the main condition for exemption. In 1995/96
only 28.4% of exemptions were received for inability to pay (social welfare), the
following year only 2.5%. These fluctuations are mainly due to the poor quality of
data. Nevertheless, the patterns of exemption are the same in that characteristic
targeting, which is not necessarily equitable, is the main criteria used for granting
exemptions. Furthermore blood donors are exempted even though they are not

included in the official list of categories to be exempted.

7.1.2 Impact of fee increases on utilization levels

A study conducted in June 1990 concluded that fee increases had had a negative
impact on utilization of government hospitals. The results were questionable however
because there were concerns that the study was conducted in winter and generally
utilization levels especially in the mountain districts tend to be significantly lower
than during other seasons because of difficulties reaching health facilities in the snow.
The absence of reliable data has made it impossible to reach any conclusions on
whether the increase of user fees led to marginalization of those groups that are

unable to afford.

7.1.3 Use of fee revenue
The centralized nature of financial management has meant that revenue from user fees
is sent to the central treasury of the MOF. As a result neither the MOH, nor the

facilities that collect have any control over the revenue collected. In theory, equity is
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enhanced if fee revenue is retained and used at the point of collection to improve the
quality of health care as well as to finance primary healthcare programs. It is believed
that quality improvements will benefit the poor because they will not have to seek
expensive private health care if they can get good affordable quality care from
government facilities (see section 2.1.2.2). In the case of Lesotho, centralized revenue
control means that fee revenue cannot be effectively used to realize the potential
quality improvements at facility level. Hence from this perspective the policy has not

contributed positively to equity in health care.

7.1.4 Geographic allocation of Resources

The relevance of trends in resource allocation by geographic area is that the control of
fee revenue is centralised, thus all cost centres revert fee revenue to the central
treasury where it is reallocated through the MOF to different sectors and further
reallocated by the central MOH to the different districts. Consideration of these
trends seeks to illustrate that the methods for allocating resources (including MOH fee
revenue) are not designed to redress inequities because the allocation of budgets is
incremental (Health expenditure review). The implication of the incremental resource
allocation system is that those districts that spend the most are allocated the most
while under-spending districts get relatively low budget allocations. Thus the
mechanisms for allocating resources tend to perpetuate geographic inequities. (Green:

1992; Gilson: 1988).

Figure 7.1.4.1 below illustrates the inequities of trends in budget allocation between
1991/92 and 1995/96 among selected districts located in different parts of the country.
One learns from this figure that budget allocations consistently vary significantly
between districts with Maseru receiving the highest throughout the years studied.
These variations are reflected in the per capita allocation rates with Maseru having the
highest figure, 90 Maloti (US$20)per capita and Thaba Tseka and Mohale’s Hoek
having the lowest at 25 (US$6) and 24 (US$5) Maloti per capita respectively, thus
revealing acute inequities in the patterns of resource allocation. This pattern stems
partly from the fact that referral services are provided in Maseru only (Health
Expenditure Review, 1996). However, the trends reveal that little attempt is being
made to reallocate resources to primary and curative care services in the districts, thus

equity is not promoted (see section 2.1.3)
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Figure 7.1.4.1 Trends in resource allocation by geographic area
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Table 7.1.1.2 below provides a summary of the conclusions on the impact of the fee

policy on equity, based on the indicators that have been 1dentified.

Table 7.1.1.2 Summary of user fee policy impact on equity

 Indicators Results Effect on equity
¢ Exemptions inclusion of the non-poor Negative
ineffective exemption schemes Negative
o Utilization Ambiguous -
» Revenue use highly centralized revenue control Negative
e Resource allocation | incremental budget system Negative

7.2 POLICY IMPACT ON FINANCIAL SUSTAINABILITY

7.2.1 Trends in MOH Cost Recovery Ratios
Diagram 7.2.1.1 below indicates that the cost recovery ratio hit its lowest in [987/88

at 5%. It was also during this year that user fees were increased and the following
year the cost recovery ratio increased by over 100% to 10.4% but afier that cost
recovery fell gradually in percentage terms. In fact since the time that fees were raised
until 1994/95 there was only an overall 1% improvement in the cost recovery ratio.
Note also that the 19984/85 cost recovery ratio (6.5%) is higher than the 1994/95 ratio
(6%), which indicates that the fee policy has had a marginal impact on sustainable

coslt recovery and thus financial sustainability.
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Figure 7.2.1.1 Trends in MOH cost recovery ratios
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7.2.2 Expenditure, Revenue and Cost Recovery Ratios by Geographic Area

Due to difficulties of accessing data from 1988/89, when the policy was implemented,
the analysis has had to rely on data beginning from 1992/93. Since it is trends being
considered conclusions could be made about the impact of the policy in terms of cost
recovery across different geographic areas. Table 7.2.2.1 below provides absolute
figures of expenditure and revenue from 1992/93 to 1995/96 across the different

districts.

The table reveals that expenditure has generally been on the nise across the districts
especially Maseru, with exceptions being Leribe and Mokhotlong where expenditure
fell in 1994/95 and in Mohale’s Hoek in 1995/96. Fee revenue increased in absolute
terms between 1992/93 and 1993/94, in all the districts except Mohale’s Hoek. This
improvement can perhaps be attributed to the policy amendment that came into effect
in 1992 (see section 6.1.1.2.2). From 1994/95, fee revenue started to fall in Maseru
but continued to rise in the rest of districts except Thaba-Tseka and Qach’s Nek where
it fell 1995/96. These patterns of fee revenue may be due to inefficient billing and
collection systems in Maseru and worsening disease burden in the other districts
(Lesotho Health Profile Report, 1993 and Poverty & Health in Lesotho, 1996), which

increased demand for health care.
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Table 7.2.2.1 Revenue and Expenditure in Absolute Amounts (Maloti, 00)

District lo2/93 93/94 lo4/95 95/96
]Expend Revenue [Expend |[Revenue [Expend Revenue [Expend [Revenue

Maseru 19669740 918000 24731020{ 2100120} 29735550, 17975000 31731790, 1452160
L.eribe 3075440, 401100) 7963160Q| 685770F 5627570 761020, 7195820, 926750
Mohale’s Hoek § 1855060, 571410, 3438890 3555801 4799280, 4096000 4014340 499180

haba-Tseka 203090 8380 360960 1510 457420 219400 655900 16980
Mokhotlong 1074390 145300] 2418690 1662607 21320600 196950 2628100, 251830
Qacha's Nek 1126890 160050, 21923300 117340 3198520 1555300 3814700 118830

Data taken from Estimates of Lesothe 1992/93 — 1995/96

Table 7.2.2.2 below provides a summary of the cost recovery ratios, comparing the

rates for Maseru with the average of the other districts.

Table 7.2.2.2 Cost recovery ratios by geographic area

| YEAR 92/93 93/94 | 94/95 | 95/96 |
Maseru | 4.7% 8.5% 6% 4.6% |
Average for districts (Rural and Peri Urban) | 12.4% 5.8% 8.2% 8.12% |

Data taken from Estimates of Lesothe 1992/93 - 1995/96

Maseru is prone to overspending (Health Expenditure Review Document, 1996) hence
costs recovered are very low. A possible explanation for the higher cost recovery
ratios in the other districts is that they are more susceptible to under-spending and
therefore appear to be recovering more costs. The assessment on expenditure,
revenue and cost recovery ratios across the different geographic areas proves that cost
recovery across the different geographic areas is generally poor, with Maseru
recovering the least costs, mainly because it spends more. The situation with the

other districts appears to be more positive because of perpetual budget under-

spending.

7.2.3 Trends in MOH Recurrent Expenditure

A look at the trends in MOH expenditure is useful for assessing the possibility of
sustainable cost recovery through user fees. Figure 7.2.3.1 below reveals that over the
period under review there was a steady but slow increase in the capital budget.
Recurrent expenditure growth was marginal from 1989/90 to 1990/91 most likely due
to the structural adjustment program (see section 6.1.3.1.2), after which time there
was a definite steady but marked increase. The diagram also reveals persistent under-
spending of the total MOH budget with the gap between total budget and actual
expenditure becoming increasingly wider overtime. Nevertheless, with rising MOH
recurrent expenditure and stagnant fee levels, it is not surprising that cost recovery

ratios have been falling overtime.
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Figure 7.2.3.1 Trends In Health Sector Expenditure 1989-1995/96
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7.2.4 Trends in Sources and Volume of Health Sector Finances

MOH finance from external sources illustrates the relative dependence of the MOH
on these sources, hence one seeks to assess whether the fee policy effectively reduced
dependence on injections of finances from loans and grants. Figure 7.2.4.1 below
summanses the trends in sources and volume of MOH finances from the government

as well as from loans and grants.

Figure 7.2.4. | Trends in source and velume of Health Sector Financing
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During the penod reviewed, there appears to be a synchronized relationship berween
loans and grants, between 1990/91 and 1995/96, in that a fa]l in the proportion of
MOH grants is consistently accompanied by a rise in the proportion of loan financing.
In the first three years untit 92/93 there is a slight decline in the proportion of health
expenditure financed by government. This may be a result of structural adjustment,
which limited overall government expenditure including MOH expenditure (see
section 6.1.3.1.2). However, from 92/93 the proportion of government financing for
the health sector increases steadily and actually increased from 15.6 o 36.5% over

this peniod. Over the same time total external funding fell from 82 to 63%. Figure
g1




7.2.4.2 below shows the patterns of external funding for the health sector relative to

external funding for the public sector as a whole.

Figure 7.2.4.2 Comparison between level of MOH and GOL exterpal dependence
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The percentages of external sources of funding for both the MOH and GOL indicate a
slight decrease over time but the figures are still over 60%, which is still considerably
high. This apparent reduction in dependence on extemal financiers cannot be
attributed to the fee policy, given the (rends in cost recovery (see figure 7.2.1.1) The
pattern of increased government contribution to public sector expenditure and MOH
expenditure in particular, relative to loans and grants can be understood if one
considers the positive change in economic activity due to the Lesotho Highlands

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

early nineties.

7.2.5 Effective Referral System

In theory differential charges for services provided at different levels of the system
encourage rational use of health services and thus enhance efficient use of healthcare
resources (see section 2.1.3). The 1988 fee policy of Lesotho caters for this pre-
condition as charges are different between health centres and hospitals, although they
are not different between district hospitals and the national referral hospital. Whether
or not health service use is rational or not, is questionable however, especially if one
considers the lack of clarity on policy goals (see sectton 6.1.1.2.1.2). The evidence
available points to limited effectiveness of the referral system, hence inefficiencies,

which in turn compromise financial sustainability.
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Table 7.2.3 below summarises the impact of the fee policy on firancial sustainability.

Table 7.2.3 Summary of the fee policy impact on Financial Sustainability

Indicators Results Effect on Financial
Sustainability

MOH cost recovery ratios Decreasing overtime | Negative

Cost recovery by geographic area:

Maseru DeCTeaSing overtime Negaﬁve

Districts (average) On the increase/stable | Positive but not conclusive

MOH expenditure financed by Decreasing | Positive, but not linked to
external financiers ‘ the fee policy

| Trends in MOH recurrent expenditure  Increasing Negative

' Rational use of referral system Ineffective Negative

7.3 CONCLUSIONS ON POLICY IMPACT

One can conclude from the above account that the success of the policy in

contributing towards financial sustainability of the public sector and the health sector

in particular, has been highly limited. Similarly the performance of the policy from

the perspective of equity has been especially poor. The next chapter provides an

assessment of the linkages between the policy impact and the critical features of the

patterns of policy design and implementation.

83




Chapter 8

Discussion: Linking Policy Patterns and Impact

8.0 Introduction

As indicated in chapter two institutional capacity and the technical aspects of policy
contents are often cited as the main causes of poor performance of public sector
policies in developing countries. An analysis of the patterns that shaped the 1988 fee
policy in Lesotho has revealed that the policy content is essentially a by-product of
the underlying dynamics of the processes of, and the actors in the decisions around
policy design and implementation, as well as the context within which these processes
take place. Hence a broader focus was adopted for this evaluation. The following
discussion seeks to establish explanatory links between the critical features of the
patterns of the design and implementation of this policy on the one hand, and the
policy impact on equitable access and financial sustainability in the health sector, on
the other. Specifically these features can be summarised into: Speedy design and
implementation of the policy; closed decision-making processes and lack of
commitment; failure to clarify goals, objectives and strategies, as well as changes in
the national political and economic contexts. The effect of each of these factors on

both equity and sustainability is outlined below.

8.1 Speedy Design and Implementation of the Policy

Since the policy was a direct response to the economic malaise experienced by the
government during that time, and it was also a precondition for a government loan
from the World Bank, both the design and implementation of this policy were
undertaken with a sense of urgency. This provides a plausible reason why preparation
for the uptake of the policy was wholly inadequate. With regards to the policy design,
the content was not based on informed knowledge of factors such as the prevailing
institutional capacity, affordability assessments and it was not based on consultative
processes with the primary stakeholders. The assumption that an increase in user fee
levels would yield the desired improvement in cost recovery meant that policy makers
neglected to review the established systems and to consider how these might have
historically constrained effective cost recovery or revenue generation. For instance, if
adequate consultation with implementers and health care managers had been
undertaken, then perhaps problems associated with actual implementation may have

surfaced during the decision-making phase, so that effective strategies could be
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developed and clarified in the early stages. Thus, speedy adoption of the policy
contributed to the failure to define specific strategies for effectively implementing the
policy. Moreover, policy processes failed to develop effective channels for checking
the policy once it was implemented, as well as to create the necessary capacity to
make the policy effective. For instance, managers directly dealing with fee collection
and exemptions were not adequately empowered to effect necessary changes and there

was no policy champion identified to do this.

Hasty uptake and specifically hasty implementation was the primary constraint of the
fee policy as a whole. Since fee increases were implemented at one time throughout
the health system, without any attempt to phase or pilot aspects of implementation it
was difficult to strategically manage implementation so that desired outcomes could
be achieved. As a result, faulty implementation went undetected and consequently
became institutionalised as part of the norm, even when it appeared to have
contradicted the intended outcomes of the policy. Unofficial exemption of MOH

employees provides a good illustration of this point.

Finally, speedy uptake of this policy contributed significantly to policy
implementation in the absence of structures that were necessary for executing the
policy. Moreover the stakeholders, both primary (implementers and managers) and
secondary (other departments such as the government printers) responsible for taking
the policy forward were not ready because of poor consultation. Until the present no
attempt has been made to rectify this problem, such that problems such as unclear
goals and objectives of the fee policy, inadequate institutional capacity and
management culture, as well as lack of commitment to the policy objectives continue
to severely constrain the achievement of financial sustainability and equity in the

health sector.

8.2 Closed Decision-Making Processes and Lack of Commitment

Perhaps due to the urgency of implementing the policy, as well as the prevailing
political and management culture of the time, policy makers neglected to consult with
health care managers and providers, implementers and other relevant stakeholders in
the decisions around the policy design and implementation. As a result
implementation of the policy was not accompanied by a common vision, commitment

or appreciation of policy objectives/ intentions, especially within the MOH, since they
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were excluded from the initial policy discussions. Inadequate consultative processes
meant that not only was there confusion about policy goals and objectives during
implementation (see section 8.3), but the resultant lack of commitment severely
undermined the ability of the policy to realise its intended outcomes. Since the
implementation of the policy in 1988, it appears that neither the MOF nor the MOH
was committed to effective implementation of the policy, especially because nobody
was charged with the responsibility of overseeing effective implementation. There
was an assumption that all that was necessary was to raise fees and pass the fee

schedule gazette.

The implementation phase of the policy revealed numerous problems, which can be
attributed to the failure to generate consensus around the intended policy objectives.
This 1s especially true since the primary stakeholders were not consulted, thus
interpretation of the desired outcomes of the policy including the strategies were left
to the discretion of implementers. For example, the procedures for granting
exemptions to ‘paupers’ were open to manipulation by traditional leaders not only
because there were no transparent criteria for granting exemptions but also because
these agents were not consulted and thus did not fully appreciate their role in
promoting equity in the health sector. Closed decision-making processes also dis-
empowered health care consumers, because of the resultant lack of knowledge about

exemptions.

An important outcome of this lack of commitment especially by those directly
responsible for the daily implementation of the policy was an extremely poor
management culture, which was aggravated by overall poor institutional capacity in
the public sector. Lax management is in part responsible for the poor performance of
the policy particularly where cost recovery is concerned. Factors such as drug
pilfering increase overall recurrent costs for the MOH and thus compromise cost
recovery, while unofficial exemptions not only reduce the revenue base but also
undermine equity, especially as cross subsidisation of paupers can only be realised if
those who can afford to pay actually do so (see section 2.1.3). The persistence of
sinister practices and unofficial exemptions do not go unnoticed by managers.
However, ineffective management structures coupled with a general lack of

commitment from the chief owners of the policy (the MOH at one level and the MOF
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at another), have meant that these inefficiencies have become entrenched in the

system overtime.

A significant factor that can help explain the somewhat laissez-faire attitude towards
the achievement of both financial sustainability and equitable access in the health
sector, is the dominant roles played by donors and external policy technicians in the
1988 fee policy arena. The need to generate consensus and understanding around
policy objectives, as well as to prepare adequately for policy implementation was
significantly superseded by the need to raise fees so as to acquire the World Bank
loan. External factors were instrumental in bringing to the attention of policy makers
the urgent need to seek alternative strategies to generate domestic public sector
revenue. However, their dominant role in the decision-making processes undermined
any opportunity for sustainable commitment to the intended outcomes of the policy,
especially financial sustainability, since revenue generation was the primary rationale
for this group of actors. Equitable access was a priority from the perspective of the
MOH, thus from the point of view of the top elite policy decision-makers, including
external actors equity assumed a secondary status to financial sustainability (see
figure 6.2.1.1 and 6.4.2). Failure to institute bi-annual fee schedule adjustments to the

inflation rate clearly illustrates the lack of commitment to sustainable cost recovery.

8.3 Unclear Policy Goals and Objectives

The persistence of unclear policy goals and objectives can be partly attributed to the
hasty manner in which the policy was adopted. More than just defining the objectives
of the policy, the decision making processes shaping the policy failed to clarify how
the intended outcomes of the policy were to be achieved and who would be
responsible for what. As stated above, there was an assumption that fee increases
would improve cost recovery and this is illustrated by the absence of a comprehensive
fee policy document legally representing the 1988 fee policy. As a direct result of
these factors and the failure to consult with the primary stakeholders, implementation
was characterised by confusion around the policy objectives and the strategies for
achieving these objectives and this often led to contradicting interpretations. This is
particularly problematic in the absence of regular channels for monitoring and
evaluating policy implementation. For example the confusion which arose because of
differential charges between health centres staffed with doctors and hospitals (see

section 6.1.2.1.2) clearly illustrates how failure to clarify goals and strategies
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effectively constrains the achievement of policy objectives, in this case the
rationalisation of the referral system towards efficiency and thus financial

sustainabality.

The problem of unclear roles and responsibilities extends to factors such as billing
procedures, for example billing of patients who have been referred from district
hospitals. Partly due to dysfunctional billing and collection procedures, the national
referral hospital lost at least 12% and 15% of revenue from patient debts in 1995/96
and 1996/97 respectively (hospital records). These proportions do not include the
revenue lost from official and unofficial exemptions. Although there is consensus
within the MOH that real problems exist with the system as it is, it seems there is
nobody responsible for rectification. This may be a problem of lacking commitment
but also failure to clarify roles and responsibilities as well as billing collection
procedures. The situation is further aggravated by the lack of control that the MOH
has over financial clerks who are responsible for collecting fee revenue but are
accountable to the MOF. As a result, theft of monies cannot be appropriately dealt
with and cost recovery is effectively constrained, especially if one takes into account
that both the MOH and the MOF have no disciplinary powers over government

employees.

From the onset cost recovery was more an initiative of the MOF and the processes of
both the policy design and implementation illustrate this (see section 6.2) while equity
in access to health care is a responsibility of the MOH. As a result of this dual
ownership of the policy and the fact that these objectives are not in essence
complementary (see section 2.2.2), overall management of the policy was not taken
into account, such that decisions necessary to make the policy effective have been left
hanging. For example, although MOH facility managers are aware that much revenue
is lost from the exemption of prisoners, they have no real mandate to effect the
necessary change and bill the Department of Correctional Services (see section
6.1.2.1.3.2.2). Similarly, the MOH management team seems to have no real powers

when it comes to making the policy work.

Policy processes failed to clarify policy goals and objectives as well as to address how
these objectives are to be pursued and achieved. Thus, confusion around policy

objectives and strategies coupled with failure to streamline factors such as billing and
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collection of revenue, exemption procedures, roles and responsibilities, monitoring
and evaluation systems as well as incentive systems have opened the system to all
kinds of abuse and inefficiencies, which in turn has hindered the ability of the policy

to realise financial sustainability and equitable access.

8.4 Changes in National Political and Economic Context

The national economic context in 1988, coupled with dependence on external sources
of finance made it necessary for user fees to be increased while the political context
allowed for this change to take place without any overt opposition and for decisions to
be implemented with limited delay. As mentioned before, since implementation the
1988 fee policy was never reviewed or strengthened. Thus it did not effectively
respond to the changes in the national context. This lack of responsiveness was a
significant constraint on the performance of the policy. Specifically, one looks at the

economic and political contexts.

The economic context of structural adjustment was highly conducive to cost recovery.
For instance, tight fiscal policies (from 1988-1992) coupled with fee increases in 1988
led to some improvement in cost recovery ratios: from 5% to over 10% and remained
above 8% until 1991/92 (see figure 7.2.1.1). During the same period recurrent
expenditure remained low (see figure 7.2.3.1) and the policy appeared to be
performing well in terms of financial sustainability. After this period however,
recurrent expenditure started to rise, possibly because of the completion of the
structural adjustment program and the change to a democratic political dispensation in
1993. Needless to say the rise in recurrent expenditure combined with failure to
adjust fee schedules to rising inflation rates led to the fall in cost recovery ratios. On
the other hand given increased poverty, unemployment and general economic
hardship (see section 3.3), it is not surprising that inflationary fee increases were not
implemented. Moreover, economic malaise coupled with the severely inadequate
institutional capacity increased the risk of theft of fee revenue and other rent seeking

behaviour that effectively undermined both equity and financial sustainability.

Political change from military to democratic rule provides part of the explanation for
the rise in recurrent expenditure in the overall public sector including the public health
sector. The change in government entailed replacement of senior government

officials with new ones and more importantly a new understanding of government
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priorities. Perhaps because they were closely associated with military rule, some
policies adopted during the previous the political dispensation were implicitly
renounced, others like the fee policy were neglected either because from their
conception there was little commitment to them (see section 6.3.1.3). As stated in
section 8.2, failure to adjust fee schedules to inflation can be understood in terms of
lacking commitment due to closed decision-making processes. This factor might also
be explained by the political threat to democratic governments (especially new
democracies), associated with regular fee increases (see section 2.2.2.2.1). Political
change thus compromised what little commitment there was to the fee policy and
made it more difficult to institutionalise some of the pertinent changes that would

facilitate sustainable cost recovery.

8.5 Conclusion on Linkages

The fee policy was reactionary and a result of external pressure. Thus the processes
shaping the policy design and implementation were geared towards adopting the
policy as quickly as possible in order to get the loan from the World Bank. The
decisions around the policy design and implementation failed to generate consensus
through consultation with the relevant stakeholders including implementers. Failure
to address the strategies for policy implementation meant that decisions were not
viable and perhaps even naive. In the absence of a common vision on the objectives
of the policy, not only did confusion become rife once the policy was implemented
but practices that effectively undermined the achievement of the policy objectives
became deeply embedded in the system. In addition, the dominant role played by
external forces had the unfavourable result of undermining the sustainable
commitment to the policy from national bureaucrats, managers, and implementers,
especially after the loan was signed. The problem was further aggravated by the
absence of mechanisms for regular monitoring and evaluation of policy

implementation.

Failure of the 1988 fee policy to realize financial sustainability can be understood in
terms of rising costs associated with the increases in recurrent expenditure and the
fatlure to adjust fee schedules regularly. More than this however, the policy was a
reaction to a specific macro-economic problem as opposed to an attempt to generate
sustainable recovery of costs. The fact that the policy was a response to macro-

economic crisis faced by the public sector at the time meant that equity was not the
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primary concern. Thus, exemption of ‘the destitute’ may have been included for
reasons not related to a fundamental concemn for equitable access to health care.
Because it was a loan precondition, the policy was not effectively designed to survive
beyond structural adjustment programs or even the loan agreement. Failure to
develop an official policy document serves as evidence of this. The lack of concern
about the implementation strategies indicates the assumption by policy makers, that
policy change is a function of policy decree only. The sections preceding this have

attempted to emphasise that this is mistaken.
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CHAPTER 9

Conclusions and Recommendations

9.0 Introduction

The preceding chapter has attempted not only to provide details of the patterns of the
design and implementation of the 1988 user-fee policy in Lesotho but more
importantly to illustrate how these patterns constrained or facilitated the success of the
policy. The aim of the current chapter is to generate plausible recommendations for
forging the way forward given the problems with the fee policy mentioned in chapter
six. The chapter will begin with a set of general conclusions on the overall patterns of
fee policy development and implementation, followed by recommendations aimed
specifically at strengthening the processes of policy design and implementation and
thus facilitating successful health sector reform. The chapter will close with specific
recommendations on the improvement of health financing strategies in general and the

improvement of the overall performance of the fee policy.

9.1 General Conclusions

The poor performance of the fee policy can be attributed to a large extent to the
underlying process, actor and contextual factors that shaped the design and
implementation of this policy. The current section provides a list of the critical
features of the patterns shaping the fee policy that effectively influenced the impact of
the policy:-

e Decision-making processes around the policy design and implementation were
extremely elitist with very little interaction with the healthcare managers and

policy implementers, civic groups, community leaders and the public at large.

e Policy processes failed not only to establish clear policy goals and objectives
but also to generate consensus around these policy objectives among the

critical stakeholders, specifically managers and implementers.

e Close association of the fee policy with structural adjustment programs
severely compromised the local ownership and commitment and thus

sustainability of the policy. This association also meant that the fee policy
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was a reaction to a specific problem in a specific context, thus the focus on

equity and financial sustainability was tremendously myopic.

o Hasty implementation denied opportunities for sustainable development of a
solid foundation from which the policy could evolve because there was limited
thought given to strategies through which policy objectives could be
effectively achieved. Moreover, the overall organisational and institutional
capacity to make the policy happen, were not taken into account when the
policy was designed and implemented and these gaps hindered the effective
implementation of the policy. Specifically here one is referring to the failure
to empower the relevant managers to carry out the necessary decision-making

that would strengthen the policy.

e Policy development and implementation was based on the rational approach,
which assumes (wrongly) that policy implementation is a matter of policy
proclamation and fails to recognise the role of different actors in the policy
arena. As a result there was no attempt to develop regular monitoring and
evaluation systems that would facilitate effective management of policy

implementation and in turn successful achievement of policy objectives.

9.2 General Recommendations for Policy Development and Implementation

Based on the above account on the conclusions related to the problems underlying the
fee policy in Lesotho, the current section seeks to provide a summary of specific
recommendations aimed at strengthening the development and implementation of
health sector and other government reform policies. A list of these recommendations

is provided below:-

9.2.1 Clear Goals and Objectives

In the context of the user fee policy, the pursuit of financial sustainability on the one
hand and equity on the other is essentially contradictory, thus the clarity of these
objectives and their strategies cannot be overstated. The clarity of goals goes beyond
just declaring commitment to equity or financial sustainability but actually being clear
on how these objectives are to be pursued, what the anticipated trade-offs are, as well
as who is responsible for what. Also related to the clarity of objectives is

consideration of how these objectives fit into the established status quo. Needless to
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say, the clarity of goals and objectives applies to all policies undertaken by the

government including the health sector.

9.2.2 Getting Stakeholders on Board

Policy reform essentially involves a change in the status quo, thus some stakeholders
in the established dispensation may be adversely affected by the proposed policy
change. It is important that all potential stakeholders are consulted in the early stages
of policy development. Some stakeholders are more critical to the success of the
policy than others and the role they play in policy development will differ to the role
played by peripheral stakeholders. Recognising the role of different factors also helps
with the process of generating the support that might be necessary for the success of
the policy. Moreover extensive consultation in the early stages of the policy design
facilitates a process of gathering essential information about feasible options in so far
as effective implementation of the policy is concemed. The process of getting
stakeholders on board is not limited to the early stages of policy development but
mmplies the establishment of channels of feedback and dialogue with the critical

stakeholders throughout the processes of decision-making.

9.2.3 Articulating and Promoting a Commeon Vision

In addition to extensive consultation with the relevant stakeholders in decision-
making processes, a clear message about the objectives of the policy needs to be
disseminated to the critical actors, such as the public, implementers and managers
once the final decisions have been made. This is so even if these groups were
consulted in the earlier processes of decision-making. The idea here is to generate
some degree of support and commitment from the people on whom the success of the
policy depends. The dissemination of the policy message needs to be backed with a
comprehensive policy document that is legally recognised and accepted. At the stage
of policy dissemination opposition to the policy must be anticipated and mechanisms
put in place to manage this opposition, even if it means modifying certain aspect of

the design or the implementation plan of the policy.

9.2.4 Pro-Active versus Reactive Policy Change
One of the biggest downfalls of the fee policy in Lesotho was that it was a reaction to
a specific crisis and was not adequately designed or implemented to achieve financial

sustainability or equity. Although in pragmatic terms policy making is often
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reactionary, for effective policy development the process needs to be pro-active,
which essentially implies decision-making based on information about the prevailing
status quo and generating comprehensive ways of ironing out problems through
effective policy change. Thus, a one off increase of user fees was not sufficient for
enhancing financial sustainability. To realise equity and financial sustainability, a
more comprehensive health-financing package incorporating various options for
resource mobilisation and allocation mechanisms would have been necessary. The
next section explores modes of implementing policies in a more responsible and ‘do-

able’ manner.

9.2.5 Managed Policy Implementation

Admittedly much of public sector policy making is reactionary, primarily because
managers and bureaucrats constantly have to deal with regular activities and priorities
from day to day. However, reactionary policy change means that policies are often
undertaken without adequate preparation for facilitating effective performance of the
policy. Specifically, factors such as organisational capacity and resources are often
inadequate for the objectives that reactionary policies aim to achieve. Thus when
policy change is pro-active, an attempt can be made towards phasing implementation
so that all the necessary support structures and resources can evolve with the policy.

Hasty implementation thus needs to be avoided at all costs.

9.2.6 Monitoring and Evaluation

An integral part of managed policy implementation is monitoring and evaluation.
Once a policy is implemented it becomes open to manipulation by the different actors
either because they oppose it or because of differing understandings of the policy
objectives.  Alternatively, policy implementation might be derailed because of
pragmatic issues that may have been overlooked in the policy design. Hence regular
monitoring of the policy allows for backlogs to be effectively ironed out in the early
stages of implementation and facilitates adaptation and strengthening of the policy in
response to experience. Related to monitoring and evaluation is the development of
data collection and management as well as feedback mechanisms aimed at informing

policy decision-making processes.
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9.2.7 Dealing with External Actors

Although it is easier said than done, the role of donors and external policy technicians
needs to be managed such that the policies undertaken with or without a donor push,
can still generate the benefits for which they are being implemented. Exported policy
prescriptions can also be manipulated such that they fit into the overall plans of health
sectors. Even if they are prescribed, effort needs to be made to sell the policy to the
local stakeholders and some degree of commitment forged. With regards to the role
of external technicians in the policy arena, like the other critical stakeholders, their
involvement in decision-making processes needs to be managed thus ensuring that the

policy outcome is not exceedingly foreign to local understanding and commitment.

9.3 Recommendations for Strengthening Financing Strategies

This section aims to outline recommendations aimed at strengthening the user fee
policy in the short-term and health sector financing strategies in the long-term. The
recommendations are based on the awareness that any modifications on the user fee
policy and health sector financing, are at present beyond the mandate of the MOH and
dialogue would have to be undertaken with the MOF. Thus the following

recommendations aim to establish the foundation for this dialogue.

9.3.1 Strengthening the Fee Policy

Many problems have been identified with the strategies for cost recovery and
exemption schemes. Some of these problems can be addressed from within the
organisational structures of the MOH, but others such as accountability of financial
clerks and the overly centralised management of financial revenue require extensive
consultation with not only the MOF but also the MPS. Nevertheless, factors such
those mentioned in section 6.1.4 can be done in the medium to short term.
Specifically one is referring to the need to review established billing and collection
procedures, clarification of roles and responsibilities, standardised reporting systems
(debts and exemptions) as well as putting in place mechanisms for monitoring the
collection of fee revenue. Moreover, this review would have to be done with
extensive consultation with implementers and managers at the different levels of the
system. Equally central to this review, is the need to develop a comprehensive
manual that outlines the basic objectives of the policy and how these objectives
should be pursued given the current limits of management structures and established

decision-making protocols. Lastly, regular monitoring and evaluation as well as
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feedback mechanisms need to be put in place. A summary of these recommendations

is provided below.

¢ (Conduct a comprehensive review of established practices related to the
policy including:
= (Collection and billing procedures
»  Clarify roles and responsibilities
* Monitoring and evaluation
=  Exemption schemes

= Standardised reporting systems

e The above review to be undertaken with extensive consultation with all

the relevant stakeholders,

¢ Develop a working document with legal backing to serve as a baseline tool

for monitoring and evaluation.

9.3.2 Development of a Comprehensive Health Sector Financing Strategy

As indicated before (see section 2.1.2), user fees should be part of a broader package
for generating resources for the health sector. In the development of such a broad
financing strategy the recommendations on policy development and implementation
outlined in section 9.2 apply. The current section touches on some of the critical
aspects of a comprehensive health financing policy that can effectively facilitate a
solid foundation for financial sustainability and equity in the health sector. Once
again one needs to point out that the mandate for this kind of change is beyond the
MOH, as it involves not only the MOF but the MPS and the MEMP and it will take a

long time. Some of the central factors for consideration are listed below.

=  Given the poor cost recovery ratios associated with the current fee policy,
alternative mechanisms for resource mobilisation from within the health sector
need to be explored. These alternatives need to be investigated taking into
consideration their feasibility within the broader framework of public sector

organisational capacity as well as political, economic and social feasibility.
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= The fee policy as it is, is inadequate for effecting cost recovery and protection
of low-income groups, thus the whole policy needs to be reviewed and
modified to make it more effective. Specifically, this would include
establishing functional criteria for direct exemptions as well as a review of the
current list of official exemptions with a view to maximising payment of those
who can afford to pay and effectively protecting those who cannot afford to
pay. More importantly is the need to instil systematic evaluation of the policy
that will allow for regular review and adjustment of fee schedules. Basically
all the problems that have been identified with the policy, as it presently exists,
need to be ironed out taking into consideration the recommendations outlined
in section 7.2. This revamped policy should be part of a broader strategy for

resource mobilisation and allocation.

9.4 End Note

Many of the recommendations that can make the fee policy effective depend on forces
outside the MOH. This constraint applies also to most health sector reforms currently
being undertaken in the MOH. This however does not mean that health sector reform
policy managers ought to feel chastened but rather that policy change will have to be

undertaken one step at a time.
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ANNEX |

Some Guideline Questions for Interviews

Do you know of a written fee policy document that outlines the
objectives and strategies of the user fee policy?

What were the factors that made it necessary for user fees to be
raised?

Do you have any idea how the decisions regarding the policy
content etc. were reached?

Do you think there was adequate consultation with implementers
and managers, especially in the districts? What about community
leaders and NGO's?

What kind of preparatory work was done to facilitate successful
implementation?

What changes were undertaken to change the content or
implementation plan of the policy? What were some of the
reasons for these changes?

In your opinion what are the main factors that hinder cost
recovery in the public health system?

Do you think the established procedures for exemption effectively
protect paupers?
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ANNEX I

Coding tree illustrating categorisationused for analysis
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