
CHAPTER 6

A S S E S S I N G  PROGRAM F IN A N C IN G

Financing may be defined as ra ising  of resources to support or 
pay for the goods and services used in the health  secto r, which may 
take the form of cash or in-kind contributions such as labor, 
o rganizational s k i l l s  and m ateria ls . Each financing scheme may be 
considered as who pays, who b en e fits , how much, for what and through 
what mechanism. The c r i te r ia  for evaluating health  care financing 
schemes are the effic iency  and equity concerns of the mechanisms. 
Efficiency re fe rs  to the y ields of the financing, the s ta b i l i ty  and 
r e l ia b i l i ty  of the financ ia l resources and the f le x ib i l i ty  in u ti l iz in g  
them. Equity concerns the d is tr ib u tio n  of benefits and burdens.

The schistosom iasis control program in China is  a typ ical 
example of "public goods" financing, for which the governments take 
the p rinc ipa l re sp o n s ib ility . Financing schistosom iasis con tro l, which 
is  prim arily  a primary health  care program in nature, is  d iffe ren t from 
financing secondary and te r t ia ry  health  care programs, for which more 
financing v a r ie tie s  may be used. Usually, user charge is  not under 
consideration because the people in need do not always have the demand 
for the serv ice . And more o ften , the e x te rn a litie s"o f in terventions 
ca ll for government financing. In th is  program, the cen tra l government 
revenue, which is  from the business and personal taxes, goes to the 
Ministry of Health, other m in istrie s and the local government, which in 
turn go to the specific  schistosom iasis control a c t iv i t ie s .  On the 
other hand, the local government revenues also go to the control 
p ro jec ts  through the local government investment. Community 
p a rtic ip a tio n , e ith e r  through the local government, or through the way of d irec t local involvement, is  e ssen tia l to the control program] 
Figure 6.1 is  a b rie f  descrip tion  of the resource flow under the 
program.

When the financing of the program is  evaluated, i t  should be 
remembered th a t the program is  only a small part of the comprehensive 
health  care system in China. In a very large extent, the improvement of 
the people 's health  is  a complicated function of many fac to rs , such as 
economic development, education, cu ltu re , re lig ion  and so on, which 
are in te rre la te d  each o ther. In th is  study, i t  is  not intended to probe 
in d e ta il of those fa c to rs , simply trying to demonstrate the 
r e l ia b i l i ty  and adequacy of the possible financing scheme in the 
current control program.
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Figure 6.1 Resource Flow of China'ร Schistosom iasis
Control Program

Local govern
ment revenues

Community 
Contribution 
& p a rtic ip a tio n

V > t_> '
' Public

insurance
Schistosom iasis control

program

Tax Tax
Personal income

6.1 Government financing:
Without doubt, the government revenues are the p rincipa l 

financing sources for the schistosom iasis control program in China. 
This is  prim arily  due to th a t schistosom iasis control is  a "public 
goods" where market fa ilu re  occurs when purchased. The existence of 
"e x te rn a litie s"  of the control work, which is  the sp illo v er e ffec t of 
a individual or a household's decision to seek the treatm ent or 
prevention a c t iv i t ie s ,  lim its people's e ffo rts  to take up the 
re sp o n s ib ility . Furthermore, the lack of well-informed consumers of the 
services n ecess ita te  the government's in tervention  in th is  f ie ld .

The residen ts in the endemic areas are usually not fu lly  aware 
of the consequences of the disease. I t  is  reported and read ily  
understood th a t the poorer they are, the more they are affected  by the 
d isease. This also ju s t i f ie s  the equity concerns of government 
financing to  the program. In th is  case, the government revenues from 
the general taxes go to the program, which benefit the ru ra l poor.

Government not only plays a major ro le in the financing the 
control program, i t  also has primacy in overall policy making and 
s tra te g ic  planning in the control plan. I t  is  the p o li t ic a l  commitment 
and adm inistrative e ffo rts  th a t make the control work operating to 
achieve the p rese t ob jectives.

In the f i r s t  30 years of control work, the high p r io r i ty , both 
p o l i t ic a l  and f in an c ia l, enjoyed by the national schistosom iasis
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control program exempted much of the worries for financing and 
implementing the program. However, the achievements atta ined  in the 
past had relaxed the e f fo r ts  of both the health  care planners and 
adm inistrators in  the control of the disease. In 1986, the Leading 
Group for Schistosom iasis Control under the Central Communist Party 
Committee was disbanded. The responsible work was transferred  to the 
Endemic Diseases Department of the Ministry of Public Health. Since 
1985-1986, funding constra in ts  occurred and" the policy changes in the 
national level adversely affected the program coverage and performance. 
For example, schistosom iasis control I S  a work involving many relevant 
government departments such as the ag ricu ltu re , water conservancy, even 
the in d u s tr ia l adm inistration to take part in . The leading groups of 
d iffe re n t lev e ls  could coordinate the a c t iv i t ie s  among government 
departments. Those organizational and adm inistrative struc tu res are one 
of the fac to rs  for guaranteeing the successful implementation of the 
program.

1. Resource adequacy
The a llo ca tio n  of the health care resources, including 

financ ia l resources is  dependent on the s itu a tio n a l analysis by health 
care planners and adm inistrators, who set the p r io r i t ie s  according to 
d iffe re n t c r i t e r ia ,  including p o lit ic a l  and epidemiologic p r io r i t ie s .  
The following tab le  gives US the information of the financia l inputs 
for the program in past years.

Table 6.1 The budget for schistosom iasis control
from 1980-1990 (in thousand RMBY)

Year 1980 1985 1989 1990
Hubei 8000 8000 5000 12000
Hunan 5300 5300 5700 9800
Jiangxi 5900 5900 8900 8900
xinhui 4000 4000 4000 6000
Jiangsu 6500 6500 7500 7500
Sichuan 5000 5000 5000 5000
Yunnan 2000 2000 2000 2000
Zhejiang 2000 2000 2000 2000
Total 38700 38700 42100 53200
Total a f te r  discounted 
based on 1980'ร price 

38700 32400 26400 32000
Source: MOPH (1992)
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I f  we look a t the endemic condition of the disease apart from 
the fin an c ia l input, we could see th a t during th is  period, the actual 
government spending was decreasing using constant p rices . During 1980 
to 1989, the government input for con tro lling  the disease was not 
increasing even in nominal terms with a ever decreasing input in real 
terms. As a r e s u lt ,  the control e f fo r t was much relaxed from the 
adm inistrative to professional organizations due to lack of funds. The 
d irec t consequence was th a t the endemicitv of the disease was going up 
in some of the endemic areas. Even in the formerly safe "heaven" in 
some urban areas, acute in fec tio n s, the severe form resu ltin g  from 
heavy a ttack , occurred in outbreaks in a few c i t ie s .  Those serious 
conditions made the policy makers and adm inistrators rea lize  the 
importance of keeping a high p r io r ity  to the con tro lling  of the disease 
and thus led to increased financ ia l inputs in 1990 from the government. 
However, the government input in 1990 was s t i l l  less than th a t in 1980 
when considered using the price d e fla to r. From our analysis in the 
previous chapter, we know th a t government financial inputs w ill not be 
enough a f te r  the term ination of the World Bank loan program, even i f  we 
want to keep the level of 1990.

2. S u sta in ab ility  of government financing
Id ea lly , government financing should be stab le  and provide 

sustainable resources for the control program, i f  the national economy 
develops h ea lth ily  and human resources development is  on the agenda of 
the policy makers' Among the endemic countries of schistosom iasis, the Chinese government is  one of the few which have been dedicated to the 
erad ication  of the disease.

However, government financing from the general tax revenue is  
not the most re lia b le  source of finance for the health  secto r. This is 
large ly  due to facto rs such as the low p o lit ic a l  p r io r ity  frequently 
given 't o  the health  sector in national budget decisions, the 
in s ta b i l i ty  of economies in developing countries, the frequent use of 
public expenditure as a tool of macro-economic policy.

The rapid economic reform and development is  bringing both the 
opportunity and challenge for the financing of the disease control 
program. On the one hand, the economic development means more m aterial 
resources w ill be availab le for a llocation  to the health  care secto r. 
But on the o ther hand, i f  less a tten tio n  is  paid to the human resource 
development, th is  increase in natural resources does not necessarily  
mean the increase in the input for control a c t iv i t ie s .  Unfortunately, 
the current high in f la tio n  ra te  coming together with the fa s t  economic 
growth w ill eventually "eat up" the increased resource input, i f  any.

a. In fla tio n : When governments spend more than th e ir  revenues, 
they may finance th is  d e f ic i t  by p rin ting  more money. However, without 
a simultaneous expansion in output, the increased volume of money leads 
to p rice  increases (ie  in fla tio n ) in order to bid resources away from 
ex isting  resource users. In fa c t, in fla tio n  is  an indiscrim inate form 
of taxation  which no one could en tire ly  avoid. In th is  case, i f  other 
s tab le  fin an c ia l resources are not secured, the complete dependence of
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the program on government financing means actual decreasing of the 
resources ava ilab le .

b. Currency depreciation: Currency depreciation is  a s i s te r  of 
in f la tio n  in the economy, and is  often used as an economic tool by the 
policy makers to ad just the trading policy. As th is  control program 
u til iz e d  lim ited  goods and equipment from imports, currency 
depreciation  had a lim ited impact to the resources u tiliza tio n ^  
However, under the World Bank Loan Program, one of the most important 
resources -  the production of praziquantel, was granted to a South 
Korean Company. So when currency depreciation occurs, i t  would mean 
th a t more IS to be paid for purchasing the drug.

c. S tru c tu ra l adjustment: Under economic recession in many
developing coun tries, government has undergone several s tru c tu ra l 
adjustment p o lic ie s , and the health sector always su ffe rs from budget 
cu ts, as i t  is  perceived to be a "consumption and non-productive 
secto r". This has not happened yet to the Chinese health  secto r, or to 
the schistosom iasis control program. However, i t  is  very d if f ic u l t  to 
p red ic t whether i t  w ill happen in the fu tu re . So i t  is" necessary to 
study to what extent a real budget decrease in the program would a ffec t 
the health  of the population in the endemic areas and to develop 
p o lic ie s  to remedy such a s itu a tio n .
6.2 Community financing:

Community financing and se lf  help is  defined as the 
contribu tions by" individuals or family ben efic ia ries or community 
groups to support p art of the cost of health service (Stinson, 1983)ไ 
Abel-Smith and Du a (1988) redefined community financing as a co llec tiv e  
communal e f fo r t  on a se lf help basis to achieve the common community 
goal, e ith e r  health  or any other goal.

Community financing requires good organization, community 
p a rtic ip a tio n , managerial s k i l l ,  leadership, local p o li t ic a l  support 
and inform ation. The p i t f a l l  is  that individuals are w illing to pay 
for personal curative service, not for prevention and community 
a c t iv i t i e s .

Health For All strategy  stresses two major themes in the re
o rien ta tio n  of health  services: the m obilization and e ffec tive
app lication  of under-u tilized  national and local resources (eg., 
organizational s k i l l s ,  manpower and cash), and the development of 
affordable and cu ltu ra lly  appropriate delivery systems so th a t basic 
health  care w ill become universally  acceptable. Consequently, some 
governments and many non-government agencies are turning to communities 
for organization , p a rtic ip a tio n  and financial support for health 
services in developing countries. This may take many forms such as 
community labor, support for volunteer health  workers and drug 
cooperatives.

Community financing for China’s schistosom iasis control program
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is  unique compared with other endemic countries. F ir s t ,  the community 
p a rtic ip a tio n  is  under strong local government leadership and p o lit ic a l  
commitment. Second, the local government or law-making bodies passed 
local regu la tions or laws for the control a c tiv ity  in some of the 
endemic areas which require the local contribution and involvement in 
the contro l a c t iv i t ie s ,  especially  for environmental modification 
p ro jec ts . Third, the strong presence from the an ti-sch istosom iasis 
in s t i tu t io n s  in the sna il control -  in tegrated ag ricu ltu ra l development 
p ro jec ts  enables them to be carried  out in a techn ically  feasib le  and 
acceptable way.

However, the economic reform process in the countryside in 
China is  making community p a rtic ip a tio n  in the control a c t iv i t ie s  more 
and more d i f f ic u l t .  The lack of economic benefits of the pro jects w ill 
make i t  d i f f ic u l t  to  mobilize the people to take p a rt. And during th e ir  
spare time in ag ricu ltu ra l seasons, the strong male farmers w ill go to 
economic prosperous c i t ie s  seeking work opportun ities. These factors 
w ill make the community p artic ip a tio n  to the program more d if f ic u l t .

But, the cadres in anti-schistosom iasis in s t i tu t io n s , together 
with the local communities in the endemic areas, are searching ways of 
in teg ra tin g  sn a il control into aquatic or ag ricu ltu ra l development 
p ro jec ts  which could bring extra economic motivation. One of the 
outstanding examples is  the introduction of sna il control with low - 
dam high nets f ish  ra ising  p ro jec ts in the snail in fested  areas. The 
prelim inary re su lts  showed that i t  is  promising both in the economic 
return  from the p ro jec ts and the snail control effectiveness (Table 
6.2)
Table 6.2 The sn a il control e ffectiv en ess and economic return of a 
sn a il con tro l-in tegrated  low dam and high-nets f ish  raising project

Place Year
Snail in fe c t

ion rate(%)
Density of 

infected sna ils  
(no /0.11M: )

Economic
Return
(RMBY)

P ilo t Investment -1,600,000
area

1989 1.05 0.0191 150,000
1990 0 0 350,000
1991 0 0 550,000
1992 0 0 900,000

Control
area 1989 0.46 0.0127

1990 0.66 0.0029
1991 0.09 0.0009

Source: Cai e t al (1993).
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It was demonstrated bv th is  study that the project i s  very 
e ffe c t iv e  in  k i l l in g  the sn a ils  in the project area. And the investment for the project i s  expected to y ie ld  a net return in 3-5 years 
depending on the cap ita l costs of the m aterials. This i s  of 
sig n ifica n ce  in the control program when the government budget i s  
lim ited  and le s s  input increase i s  expected for th is  kind of expensive 
p roject. In the meantime, the investors in the loca l community could 
have an economic return, which could encourage th eir  p articip ation  in 
the program.

1. Resource adequacy
T heoretica lly  speaking, the resource from the community in the 

form of labor or other in-kind contributions is  always p o ten tia lly  
abundant for the program, e sp ec ia lly  in the sn a il control projects for 
which a lo t  of labor work IS needed. If the sn a il control projects 
could be combined with the a c t iv it ie s  of agricu ltural or aquatic- 
cu ltural development lik e  the previous example, the resource from 
community p artic ip a tion  w ill be one that should not be inadequate.

2. S u sta in a b ility  of community p articip ation
S u sta in ab ility  of the resources from community particip ation  

is  c lo se ly  related  to the managerial s k i l l s  and the local p o li t ic a l  
commitment to the program. It is  very d if f ic u l t  to predict whether th is  
p o li t ic a l  and managerial support from the governments w ill be continued 
or terminated in  the long run. But currently the governments at 
d ifferen t le v e ls  are giving very strong support to the program 
implementation. For example, the Hunan Provincial People's Congress 
drafted and passed "The regulations of schistosom iasis control in Hunan 
Province", which requires the township and v illa g e  adm inistrations to  
organize and manage the local sch istosom iasis under the technical 
guidance of profession al organizations. The regulations also ask the 
loca l resid en ts to contribute a certain  amount of labor for the control 
p ro jects . As a consequence, these measures e f fe c t iv e ly  guarantee the 
managerial and organizational structures required for m obilizing the 
community in p artic ip a tion .
6.3 External source of financing:

External fin an c ia l assistan ce for the health sector in the form 
of grants or loans from b ila te r a l or m u ltila teral agencies is  common in 
developing cou n tries. However, due to h is to r ic a l reasons, the health  sector in  China, as well as the sch istosom iasis control program had 
been neglected by the outside world before the 1980'ร. The World Bank 
Loan program is  the f i r s t  of i t s  kind in China's sch istosom iasis 
control h isto ry .

However, i f  we examine the current World Bank loan, we could 
s t i l l  assign  i t  as a form of government financing, because the central 
and loca l governments borrow and spend the funds in the present and are 
ten years repay them, mostly from the general tax revenue. The loan was 
given a program l i f e  of 5 years and only con stitu tes a short term
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source of support. Although usefu l for re liev in g  temporarily the 
fin an c ia l con stra in ts and helping to expand some in s titu tio n a l  
stru ctu res, i t  w i l l ,  in the long run, be an excessive burden by virtue  
of the debt repayment problems for the future loca l governments. This 
deserves carefu l examination of the extent to which there should be a s ig n if ic a n t impact on the future financing to the program.

1. Resource adequacy of external financing
For an endemic country with a large number of people at risk  

of in fec tio n , up to a m illion  persons in fected  each year and with 
b il l io n s  square meters of sn a il in fested  areas which i s  even increasing  
year by year, no external resources could be enough to cover the huge 
expenses of the control a c t iv i t ie s .  However, the external resources in 
the form of managerial and control experience should be b en efic ia l to 
the control a c t iv i t ie s .  The lim ited  foreign assistan ce could be used to 
solve some of the problems with p r io r it ie s .

2. S u sta in ab ility  of external resources
The funding agencies a lloca te  resources according to their  

p o lic ie s  and th eir  own fin an cia l conditions and are influenced by a 
variety of factors which themselves could not be guaranteed. For a 
sp e c if ic  program, the funding organizations set up the precise leve l 
and time period. For the World Bank Loan program currently being 
implemented in the endemic provinces, the time frame is  fiv e  years and 
i t  w ill be terminated by the end of 1996. During the implementation, 
the sp e c if ic  p o lic ie s  and s tra teg ies  should be followed and ทช special 
funds a llocated  for the continuing of the program. Therefore, we should 
say that i t  w ill  not be sustainable of the external financing sources 
for the Chinese sch istosom iasis control program.


	Chapters 6 Assessing program financing
	6.1 Government financing
	6.2 Community financing
	6.3 External source of financing


